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MEWBOURNE O I L COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 

FAX (915) 685-4170 

A p r i l 6 , 1994 

Texaco E x p l o r a t i o n and Production, Inc. 
P.O. Box 2100 
Denver, Colorado 80201 

A t t n : Mr. David Sleeper 

Re: Chalk B l u f f Draw Prospect 
S/2 Section 20-18S-28E 
Eddy County, New Mexico 

Gentlemen: 

Per our telephone conversation of t h i s date, please be advised t h a t 
we have scheduled our po o l i n g hearing before the New Mexico O i l 
Conservation D i v i s i o n t o be heard on A p r i l 28, 1994. 

As discussed, we would l i k e t o enter i n t o a mutually acceptable 
agreement as t o your i n t e r e s t i n t h i s u n i t p r i o r t o our hearing. 

Should you have any questions please do not h e s i t a t e t o c a l l . 

S i n c e r e l y , 

MEWBOURNE OIL COMPANY 

Steve Cobb 
D i s t r i c t Landman 
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MEWBOURNE O I L COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 

FAX (915) 685-4170 

March 29, 1994 

Texaco E x p l o r a t i o n & Production, Inc. 
P.O. Box 2100 
Denver, Colorado 80201 

A t t n : Mr. David Sleeper 

Re: MOC's Chalk B l u f f Draw Prospect 
MOC's I l l i n o i s Camp "20" State #2 Well 
S/2 Sec. 20, T18S, R28E 
Eddy County, New Mexico 

Gentlemen: 

Regarding the captioned w e l l p r e v i o u s l y proposed by Mewbourne O i l 
Company (Mewbourne), t h i s l e t t e r i s t o advise you t h a t Mewbourne 
plans t o apply w i t h the NMOCD f o r approval of Mewbourne's 
unorthodox l o c a t i o n and approval f o r compulsory p o o l i n g . 
T e n t a t i v e l y , Mewbourne w i l l have such case heard a t an Examiner's 
hearing on A p r i l 28, 1994. 

As s t a t e d i n my previous l e t t e r t o you, Mewbourne f e e l s i t i s 
necessary t o f i l e such a p p l i c a t i o n i n order t o d r i l l the captioned 
w e l l i n a t i m e l y manner and i n order f o r Mewbourne t o honor various 
commitments i n v o l v i n g the captioned land and others. 

I n the event Texaco e l e c t s not t o p a r t i c i p a t e w i t h Mewbourne i n the 
captioned w e l l , Mewbourne would appreciate r e c e i v i n g a farmout from 
Texaco under the terms o u t l i n e d i n Mewbourne's previous l e t t e r 
dated February 21, 1994 regarding he captioned w e l l . I n the event 
such proposed terms are unacceptable t o Texaco, please advise the 
undersigned of the terms which would be acceptable t o Texaco. 

Sin c e r e l y , 

COMPANY 

Landman 

DPR:j is 





MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

March 15, 1994 

Texaco E x p l o r a t i o n & Production, Inc. 
P.O. Box 2100 
Denver, Colorado 80201 

A t t n : Mr. David Sleeper 

Re: MOC's Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20'" State #2 Well 
S/2 Section 20, T18S, R28E 
Eddy County, New Mexico 

Gent 1emen: 

Mewbourne O i l Company (Mewbourne) p r e v i o u s l y proposed the d r i l l i n g 
of the captioned w e l l February 7, 1994 and i n v i t e d you to e i t h e r 
p a r t i c i p a t e i n the d r i l l i n g of the w e l l or s e l l or farmout your 
i n t e r e s t to Mewbourne. 

I t has become evident through our communications w i t h the i n t e r e s t 
owners i n the proposed p r o r a t i o n u n i t that we w i l l be unable to 
reach a v o l u n t a r y agreement w i t h a l l of the p a r t i e s involved. In 
order to d r i l l the w e l l i n a t i m e l y manner and to honor various 
commitments we have made, please be advised we intend to f i l e an 
a p p l i c a t i o n f o r pooling before the New Mexico O i l Conservation 
D i v i s i o n i n approximately one (1) month. 

Mewbourne desires to avoid the necessity of a pooling hearing, 
t h e r e f o r e we w i l l continue w i t h our e f f o r t s to reach a v o l u n t a r y 
agreement w i t h a l l i n t e r e s t owners. We r e s p e c t f u l l y request that 
you reconsider your p o s i t i o n and a s s i s t us i n avoiding the p o o l i n g 
of t h i s u n i t . 

Should you have any questions concerning t h i s matter please f e e l 
free to contact us. We would be happy to arrange a meeting between 
our companies i n the near f u t u r e . 

S incerely, 
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MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

February 21, 1993 

Texaco Exploration and Production, Inc. 
P.O. Box 2100 
Denver, Colorado 80201 

Attn: Mr. David Sleeper 

Re: MOC's Chalk Bluf f Draw Prospect 
I l l i n o i s Camp "20" State #2 Well 
S/2 Section 20, T18S, R28E 
Eddy County, New Mexico 

Gentlemen: 

Mewbourne O i l Company (Mewbourne) hereby requests a farmout of your 
operating r i g h t s below the base of the San Andres formation i n the 
SW/4 of the captioned Section 20 on the following proposed terms. 

1) Mewbourne, as operator, w i l l have the option but not the 
o b l i g a t i o n to commence operations w i t h i n 180 days from 
the execution date of t h i s agreement for the d r i l l i n g of 
an i n i t i a l w ell at a location of i t s choice i n the SE/4 
of the captioned Section 20 and d r i l l same to a depth of 
i t s choice, anticipated t o t a l depth being 10,700' not to 
exceed 200' below the base of the Morrow formation. 

2) I f i n conducting any of the d r i l l i n g operations herein 
described, permitted or provided f o r , Mewbourne 
encounters any conditions or d i f f i c u l t i e s , whether 
natural or mechanical, which i n Mewbourne's opinion make 
further d r i l l i n g and or completion of any well impossible 
or impracticable, then Mewbourne s h a l l have the option to 
commence operations for the d r i l l i n g of a substitute well 
w i t h i n s i x t y (60) days a f t e r cessation of operations on 
the well i n which conditions or d i f f i c u l t i e s were 
encountered. Such substitute w e l l s h a l l be d r i l l e d at a 
location acceptable to Mewbourne and i n the manner and to 
the depth specified for the w e l l which i t replaces. 



3) Upon the completion of the i n i t i a l or s u b s t i t u t e w e l l as 
h e r e i n provided as a commercial producer or dry hole, 
Mewbourne w i l l have the o p t i o n but not the o b l i g a t i o n t o 
commence the d r i l l i n g , deepening, plugging back or 
recompletion of a d d i t i o n a l w e l l s t o the depth of i t s 
choice, on approved p r o r a t i o n u n i t s i n c l u d i n g earned or 
unearned p o r t i o n s of your acreage t o e s t a b l i s h o i l and/or 
gas p r o d u c t i o n . I f such o p t i o n i s exercised by 
Mewbourne, we agree t o allow not more than 180 days t o 
lapse between the completion or re-completion of the 
preceding w e l l as a dry hole or as a producer and the 
commencement of operations f o r the d r i l l i n g , deepening, 
plugging back or recompletion of an a d d i t i o n a l or 
e x i s t i n g w e l l u n t i l a l l of your acreage i s earned by 
Mewbourne under a continuous development program. A w e l l 
d r i l l e d , deepened, plugged back or recompleted pursuant 
to the terms of t h i s agreement s h a l l be deemed t o have 
been completed on the completion date r e f l e c t e d on the 
Form C-105 f i l e d by Mewbourne w i t h the State of New 
Mexico. I t i s understood t h a t the 180 day continuous 
development p e r i o d s h a l l begin on the l a t e r t o occur of 
the f o l l o w i n g ; 

a) the e x p i r a t i o n of the commencement period f o r 
the i n i t i a l w e l l provided f o r i n paragraph No. 
1 above or 

b) the completion date f o r said i n i t i a l w e l l 
as reported t o the State of New Mexico 

4) I f any w e l l d r i l l e d under the terms of t h i s farmout 
agreement r e s u l t s i n o i l and/or gas production i n a 
p r o r a t i o n u n i t i n c l u d i n g your acreage, Mewbourne w i l l 
earn an assignment on a form acceptable t o Mewbourne of 
a l l your r i g h t , t i t l e and i n t e r e s t below the base of the 
San Andres formation included i n the p r o r a t i o n u n i t 
p r e s c ribed by the a p p l i c a b l e r e g u l a t o r y a u t h o r i t y f o r 
such w e l l s from the surface t o 100' below t o t a l depth 
d r i l l e d . 

5) You s h a l l r e t a i n an o v e r r i d i n g r o y a l t y i n t e r e s t equal t o 
the d i f f e r e n c e between 25% of a l l o i l and gas produced 
and saved and the t o t a l of a l l r o y a l t y i n t e r e s t s , 
o v e r r i d i n g r o y a l t y i n t e r e s t s and other s i m i l a r lease 
burdens upon produ c t i o n t o which your lease may be 
s u b j e c t , t o the extent Mewbourne w i l l be assigned a 75% 
net revenue i n t e r e s t i n the leasehold e s t a t e , o p e r a t i n g 
r i g h t s and/or c o n t r a c t u a l i n t e r e s t s created under J o i n t 
Operating Agreements ( i f any) t o be assigned hereunder. 
The o v e r r i d i n g r o y a l t y i n t e r e s t r e t a i n e d i s t o be subject 
to p r o p o r t i o n a t e r e d u c t i o n ( i ) i n the event you own less 
than the f u l l i n t e r e s t i n the lease i n s o f a r as i t covers 
the land described above ( i i ) i f the lease covers less 
than a l l of the o i l and gas and/or ( i i i ) by the 
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contractual i n t e r e s t earned by Mewbourne under any 
exi s t i n g operating agreement. The overriding royalty 
reserved herein s h a l l bear i t s ratable portion of a l l 
t r e a t i n g , compression, gathering and transportation costs 
and applicable taxes. 

6) Mewbourne s h a l l have the r i g h t to pool the lands covered 
by the o i l and gas lease to be farmed out and assigned 
and any retained overriding royalty interests i n t o any 
type of proration u n i t or other u n i t approved by the 
State of New Mexico and/or the Bureau of Land Management, 
with such pooling to be accomplished without your further 
consent. In the event such pooling occurs, your 
overriding r o y a l t y i n t e r e s t retained hereunder w i l l be 
proportionately reduced accordingly. 

7) In the event any well d r i l l e d or re-entered pursuant to 
the terms hereunder i s not completed as a producer, 
Mewbourne s h a l l have the r i g h t for a period of 180 days 
from the date the r i g i s released to convert the well to 
a s a l t water disposal well for use by Mewbourne and i t s 
assigns pursuant to the rules and regulations of the New 
Mexico O i l Conservation Division. 

8) The performance by Mewbourne of any of the terms and 
provisions of t h i s Farmout Agreement s h a l l be excused i n 
the event such performance i s prevented by s t r i k e s , 
f i r e s , flood, tornado, l i g h t n i n g , explosion, acts of God 
or the public enemy, State or Federal rules or 
regulations or any things or happenings either similar or 
dis s i m i l a r beyond our cont r o l ; provided, however, that 
such performance s h a l l be resumed w i t h i n a reasonable 
time a f t e r such cause has been removed. 

There i s no ob l i g a t i o n upon Mewbourne to commence a well 
under the terms of t h i s agreement, and the only penalty 
for f a i l u r e to commence such we l l s h a l l be the f o r f e i t u r e 
of Mewbourne's r i g h t s hereunder. 

9) Upon Mewbourne's request, you agree to furnish Mewbourne 
at not cost whatsoever, a l l t i t l e and land information 
currently i n your f i l e s pertaining to the captioned land 
including but not l i m i t e d to t i t l e opinions, copies of 
leases, r e n t a l receipts, farmout or l e t t e r agreements 
and any gas contract currently i n ef f e c t as to the 
captioned land. 
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Should the above terms meet with your approval, please execute t h i s 
l e t t e r i n the space provided and return to the atte n t i o n of the 
undersigned w i t h i n f i f t e e n days from your receipt thereof. Failure 
to perform t h i s condition renders t h i s agreement voidable at 
Mewbourne's option. 

Sincerely, 

D. Paul Haden 
Landman 

The undersigned hereby agrees to farmout i t s operating r i g h t s to 
Mewbourne O i l Company as proposed above t h i s day of 

, 1994. 

TEXACO EXPLORATION AND PRODUCTION, INC. 

By: 

Name typed : 

T i t l e : 

a:chalk\Iexaco.foa 4 



MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

February 18, 1994 

Texaco E x p l o r a t i o n and Production, Inc. 
P. O. Box 2100 
Denver, Colorado 80201 

A t t n : Mr. David Sleeper 

Re: MOC's Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #2 Well 
S/2 Sec. 20, T18S, R28E 
Eddy County, New Mexico 

Dear David: 

As discussed regarding the captioned w e l l proposed by Mewbourne, 
Mewbourne would be i n t e r e s t e d i n purchasing or farming i n Texaco's 
i n t e r e s t i n the SW/4 o f the subject Section 20 i n the event Texaco 
e l e c t e d not t o j o i n i n the w e l l . I n any event, we would appreciate 
r e c e i v i n g a d e c i s i o n from Texaco at the e a r l i e s t p o s s i b l e date 
rega r d i n g Texaco's e l e c t i o n . 

As I discussed w i t h you, I p e r i o d i c a l l y w i l l check w i t h you 
regarding Texaco's i n t e r e s t i n the captioned as t o Mewbourne's w e l l 
proposal. 

Since r e l y , 

fD. Paul 
Landman 

PH/klc 
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SENDER: 
• Complete Items 1 and/or 2 for additional services. 
• Complete items 3, and % b. 
• Print your name and a 3 on the reverse of this form so that we can 
return this card to you. 
• Attach this form to the front of the mailpiece, or on the back If space 
does not permit. 
• Write "Return Receipt Requested" on the mailpiece below the article number. 
• The Return Receipt will show to whom the article was delivered and the date 
delivered. 

1 also wish to receive the 
following -vices (for an extra 
fee): 

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
3. Article Addressed to: 

Texaco E x p l o r a t i o n and 
P r o d u c t i o n , I n c . 
A t t n : D a v i d S l e e p e r 
4601 DTC B o u l e v a r d 
D e n v e r , CO 80237 

4a. Article Number 

P-n5- \M7.-TZ,1 
3. Article Addressed to: 

Texaco E x p l o r a t i o n and 
P r o d u c t i o n , I n c . 
A t t n : D a v i d S l e e p e r 
4601 DTC B o u l e v a r d 
D e n v e r , CO 80237 

4b. Service Type 
D Registered • Insured 

JB-eertifled> <Q • COD 
• Express^ffel • Return Receipt for 

Merchandise 

3. Article Addressed to: 

Texaco E x p l o r a t i o n and 
P r o d u c t i o n , I n c . 
A t t n : D a v i d S l e e p e r 
4601 DTC B o u l e v a r d 
D e n v e r , CO 80237 7. Da|e of Delivery 

5. Signature (Addressee) 8. Addressee's Address (Only if requested 
and fee is paid) 

6. Signature (Agent) 

8. Addressee's Address (Only if requested 
and fee is paid) 

o 
<D 
cc 
c 
3 ** 
9> 

CC 
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c 
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> PS Form 3 8 1 3 * ' December 1991 
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MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

February 7, 1994 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED - P175 142 721 

Texaco E x p l o r a t i o n and Production, Inc. 
P.O. Box 2100 
Denver, Colorado 80201 

A t t n : Mr. David Sleeper 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #2 Well 
1650' FSL and 990' FEL of 
Section 20, T18S, R28E 
Eddy County, New Mexico 

Gent 1emen: 

Mewbourne O i l Company (Mewbourne) hereby proposes the d r i l l i n g of 
the captioned w e l l to a depth s u f f i c i e n t to adequately t e s t the 
Morrow formation, a n t i c i p a t e d t o t a l depth being 10,700'. 
Furthermore, Mewbourne s h a l l evaluate to i t s s a t i s f a c t i o n , a l l 
other formations encountered at lesser depths i n the d r i l l i n g of 
said w e l l . The S/2 of the captioned Section 20 w i l l be dedicated 
as the p r o r a t i o n u n i t f o r the w e l l . 

This w e l l w i l l be located approximately 1650' FSL & 990' FEL of 
Section 20-18S-28E, Eddy County, New Mexico. Our AFE dated 
February 4, 1994 i s enclosed f o r your review. Should you desire to 
p a r t i c i p a t e to the f u l l extent of your i n t e r e s t i n the d r i l l i n g , 
t e s t i n g and completion of t h i s proposed w e l l , please r e t u r n an 
executed copy of the AFE to the undersigned at your e a r l i e s t 
conven ience. 

Upon r e c e i p t of your executed AFE or by p r i o r w r i t t e n request we 
w i l l forward our Join t Operating Agreement f o r your review and 
execution. 



In the event you do not wish to p a r t i c i p a t e , we would welcome the 
o p p o r t u n i t y to acquire your i n t e r e s t under mutually acceptable 
terms. 

Your e a r l i e s t response to t h i s proposal would be g r e a t l y 
appreciated• 

Should you have any questions, please do not h e s i t a t e to c a l l . 

S i n c e r e l y , 

D. Paul Haden 
Landman 

:encl 
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November 16, 1993 

NM294808 (State of NM LG-3215) 
Section 20: SW/4, T18S, R28E 
Eddy County, New Mexico 

Mewbourne Oil Company 
5C)0W. Texas, Suite 1020 
Midland, Texas 79701 

Attention: D. Paul Haden 

Gentlemen: 

Thank you for your purchase offer dated September 9, 1993. We are declining your offer as we are 
reviewing this area for our own development. Thank you again for your offer. 

Very truly yours, 
TEXACO/EXPLORATION AND PRODUCTION INC. 

David X. Sleeper 
West Region Land 

dls/ 
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MEWBOURNE O I L COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 

FAX (915) 685-4170 

September 9, 1993 

Texaco E x p l o r a t i o n 
and Production Inc. 
P. O. Box 46555 
Denver, Colorado 80201 
A t t n : Mr. B i l l S t i l e s 

Re: State Lease LG-3215-14 
Chalk B l u f f Draw Prospect 
T18S, R28E 
Section 20: SW/4 below the 
base of the San Andres formation 
Eddy County, New Mexico 

Gentlemen: 

Mewbourne O i l Company (Mewbourne) desires t o cons o l i d a t e i t s 
i n t e r e s t i n those areas i n which i t conducts operations. 

Records a v a i l a b l e t o us i n d i c a t e you own 4 0 net acres under the 
captioned lands w i t h a 87.5% net revenue i n t e r e s t . 

Mewbourne hereby o f f e r s you $150.00 per acre f o r a l l of your r i g h t , 
t i t l e and i n t e r e s t i n the captioned lands and depths subject t o the 
f o l l o w i n g general terms: 

1. Texaco E x p l o r a t i o n and Production Inc. (Texaco) t o d e l i v e r a 
25% working i n t e r e s t and a 21.875% net revenue i n t e r e s t t o 
Mewbourne. 

2. Texaco agrees t o f u r n i s h t o Mewbourne f r e e of any cost 
whatsoever, copies of a l l records and f i l e s i n i t s possession 
covering the captioned lands. 

3. This o f f e r i s contingent upon Mewbourne's approval of t i t l e 
and form of Assignment. 

4. The e f f e c t i v e date of t h i s sale w i l l be September 1, 1993. 

5. Texaco agrees t o convey i t s i n t e r e s t i n the captioned lands t o 
Mewbourne f r e e and c l e a r of a l l l i e n s , mortgages or 
encumbrances whatsoever. 
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Texaco E x p l o r a t i o n 
and Production Inc. 
September 9, 1993 
Page 2 

Should the above terms meet w i t h your approval, please so s i g n i f y 
by s i g n i n g i n the space provided and r e t u r n an executed copy of 
t h i s l e t t e r t o the undersigned w i t h i n t h i r t y days from r e c e i p t . 

F a i l u r e t o respond w i t h i n t h i r t y days s h a l l render t h i s o f f e r 
v o idable at Mewbourne's sole d i s c r e t i o n . 

S i n c e r e l y , 

Mew)^u / rne/Oi/ Company 

t t . Paul Haden, CPL 
Landman 

DPH/kls 

AGREED t o and accepted t h i s day of 1993 . 

Texaco E x p l o r a t i o n and Production Inc. 

By: 

d a t a \ p a u l \ o f f e r . l t r 


