NEW MEXICO ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

August 10, 1995

LOSEE, CARSON, HAAS & CARROLL
Attorneys at Law

P. O. Drawer 239

Artesia, New Mexico 88211-0239

: E rrol

RE: CASE NO. 11263
CASE NO. 11265
ORDER NO. R-10434

Dear Sir:

Enclosed herewith are two copies of the above-referenced Division order recently
entered in the subject case.

Sincerely,

glly Martme%

Admmlstratlve Secretary
Enclosure

cc: BLM - Carlsbad
Tom Kellahin
Taxation & Revenue Dept.

OFFICE OF THE SECRETARY - P. O. BOX 6429 - SANTA FE, NM 87505-6429 - (505) 827-5950
ADMINISTRATIVE SERVICES DIVISION - P. O, BOX 6429 - SANTA FE, NM 87505-6429 - (505) B27-5925
ENERCY CONSERVATION AND MANAGEMENT DIVISION - P. (0. BOX 6429 - SANTA FE, NM 87505-6429 - (505) B27-5900
FORESTRY AND RESOURCES CONSERVATION DIVISION - P. O, BOX 1948 - SANTA FE, NM 87504-1948 - (505) 827-5830
MINING AND MINERALS DIVISION - P.O. BOX 6429 - SANTA FE, NM 875056429 - (505) 827-5970
OIL CONSERVATION DIVISION - P. 0. BOX 6429 - SANTA FE, NM 875056439 - (505) 827-7134
PARK AND RECREATION PIVISION - P. 0. BOX 1147 - SANTA FE, NM 87504-1147 - (505) 827-7465
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LOSEE. CARSON, MAAS & CARROLL, » A.
MARY LYNN BOGLE 300 YATES PETROLEUM BUILOING F——
CRNCST L. CARROLL £. 0. 80X 1720 (808) 740-330%
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(308) 746-3508 ASK TYOR:
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NOTE: The informsation contained in this facsimile memsage is attormey/clieat
privil and confidential inforsation intended only for use by the individual
or eatity pamed above. If the reader of thiz message im pot the intended
recipieat, or the esmployee or agent responsible for delivery to the intended
reciplent, you are Bheredy notified that any dissemination, distributiom or
copying of this communication is in error. If you have received this faceislle
in exrrox, please imaediately notify us by collect telephone call and return the
original message to us at the above address vis the V. 8. Postal Sexvice.
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 Midtand Division | Conoco Inc.

. : 10 Desta Drive, Suite 100W
- Exploration Production Midland, TX 79705-4500
' (915) 886-5400

" pewe_Cippl, [2,/995 AR =i

5

Company en
AFE Number 75 = IS~ A

Property, 205'5' L6 Fed, (o
project_Aetle » Lomplets,

Well No._/ ‘5/

Gentlemen:

The subject project has been approved by Conoco Inc. Enclosed is your copy of the
letter ballot signed by our representative.

Kristy S. Ward
Senior Administrative Assistant

Enc.

STOPPED
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L o MBhndDivisbn . Conoco Inc_. .
- Exploration Production 10 Desta Drive, Suite 100W
R Midland, TX 79705-4500

(915) 686-5400

" bue 2,/99

Company_ Upaes?
AFE Number 75 = L5~ /)

Property Zos: L& " Jed, Cor)
Project_Adutls » Longlety,

Well No. j‘%

Gentlemen:

The subject project has been approved by Conoco Inc. Enclosed is your copy of the
Jetter ballot signed by our representative.

Kristy S. Ward
Scnior Administrative Assistant

Enc.
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TA/DATER C  autHoriTY FOR EXPENDITUC AFEDATE |~ 338
. PERBLEU" N NEW DRILLING & RECOMPLETION
x4 CORFORATIO Well Objective:  Welt Type: AFE STATUS:
105 SOUTH FOURTH STREET X ]New Drilling X joil X |Oeveloprnent | | orginat
ARTESIA. NEWMEXICO88210 Recompletion Gas Exploratory Revised
TELLPHONE (505) 748-14T1 Injector L | Finat
LEASENAME  [Ross EG’ Federal Com #14 PROJD DEPTH 8300’
COUNTY £ddy STATE New Mexico
" LEGALDESC.  |660' FNL & 1980° FEL LOCATION Section 21-19S-25E
FIELD - N. Dagger Draw HORIZON Canyon
- DIVISION CODE 100 DIVISION NAME Qil & Gas Division
.. DISTRICT CODE DISTRICT NAME
. BRANCH CODE BRANCH NAME
- PROGNOSIS: | :
]
1
| INTANGIBLE DRILLING COSTS: DRY HOLE  COMP'D WELL
. .920-100 Staking, Permit & Legal Fees 500 5001
7 9204110 - Location, Right-of-Way 10,800 10,800,
-920-120 Drilling, Footage 8300' @ $15.15/day 125,745 125,745!
920-130 Orilling, Daywork 3 days @ $4500/day 13,500 13,500!
920-140 Drilling VWater, Fasline Rental 18,000 18,0001
$20-150 Drilling Mud & Additives 10,000 10,000,
- 920160 Mud Logging Unit, Sampie Bags 3,600 3,600:
- 920-170 Cementing - Surface Casing 12,500 12,500,
920-180 Drill Stem Testing, OHT i
920-190 Electric Logs & Tape Copies 11,000 11,000;
- 920-200 Tools & Equip. Ratl,, Trkg. & Welding 6,300 6,300
920-210 Supervision & Overhead 7,500 7,500
§20-220 Contingency
920-230 Coring, Tools & Service i
920-240 Bits, Tool & Supplies Purchase 300 300
920-350 Cementing - Production Casing 8,000
820-410 Completion Unit - Swabbing 7.800!
920-420 Water for Completion 1,100}
920-430 Mud & Additives for Completion 600
920-440 Cementing - Completion
920-450 Elec. Logs, Testing, Ete. - Completion 4,000
920-460 Tools & Equip. Rental, Etc. - Completion 8,000
920-470 Stimulation for Completion 10,000
920-480 Supervision & O/H - Completion 5,400
920-490 Additional LOC Charges - Completion 3,300
820-510 Bits, Tools & Supplies - Completion 2.300
920-500 Contingency for Completion - 4,500
TOTAL INTANGIBLE DRILLING COSTS i - 219,745] 274,745]
TANGIBLE EQUIPMENT COSTS: '
930-010 Christmas Tree & Wellhead 2,200 15,700
930-020 Casing 9-5/8" @ 1200' 16,800 16,800
7" @ 8300° 80,000
930-030 Tubing 2-7/8" @ 7900 24,500
930-040 Packer & Special Equipment 15,000
940-010 Pumping Equipment 75,000
940-020 Storage Facilities ,
840-030 Separation Equip., Flowlines, Mise. 10,000
940-040 Trucking & Construction Costs
TOTAL TANGIBLE EQUIPMENT COSTS L 19,000} zsé!gool
TOTAL COSTS |l 238,745] ( 508 745

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH TUBULAR GOODS

EROM TH

PERA‘I'OR‘S WAREHOUSE STOCK AT THE RATES STATED ABOVE.

Prepared Operations
By — Approval Surface to 7704 Below 7704
YATES DRILLING CO. - 2.187500% 2.187500%
S T L_40.572911% o
BY L DATE e e
2-187500% [ 2.1I87500% ]
L 2.187500% ]
S.P. YATES ] R .260419% L . 260419% |
gy ’ i -y ' OATE ’ ’ torm AREHD  frev APy
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- ROSS EG FED. COM #14
. Sec. 21-T19S-R25E

© U™ " Eddy County, New Mexico

T Esiétg of Lillie M. Yates

g ; By:

DATE
: Sharbro Oil Ltd. Co.
| S DATE .
DATE
“ . Nearburg _éiploration Company
DATE

" By:

- Anadarko Petroleum Corporation

By:

DATE _‘ﬂ loﬁé -

DATE

Total:

ki

TO

C

AFE #95-065-0
Date: 2-23-95
Page 2

Surface
to 7704

0.130210

0.130210

43.750000

0-312500
6.250000

2.343750

100.000000

15058278177

Below 7704

0.130210

0.130210

486.093750

0-3'25‘0
6:250000—

-0-

100.000000

P.23
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-
i - ,
. e
S. P, YATES
) CHMATMAN OF THE BOARD
MARTIN YATES, 4! T JOMNA. YATES
= 1’!2- 1985 PRESIDEMT
FRANK W. YATES PEYTON YATES
19381000 EXECUTIVE VICE PregioenT
R [ _ . RANDY G. PATTERSON
105 SOUTH FOURTH STREET SechETAnY

. : DENNIS G. KINSEY
ARTESIA, NEWMEXIC0O88210 _ TrEAUREA

TeELEPHONE (505) 748-1471

April 12, 1995

_ Conoco Inc.
10 Desta Drive, Suite 100W
Midland, Texas 79705-4500

Attention: Mr. Warren Richardson

Re:  Ross EG Fed. Com. #14

Township 19 South, Range 25 East
Section 21: NE/4 -

Eddy County, New Mexico. -

Dear Wamen - ‘

Per your request, please find enclosed a revised Exhibit “A” to the Operating Agreement dated
August 23, 1994 covering the captioned well and spacing unit. I revised the exhibit to show the
" cortrect interest for Conoco and Anadarko above and below 7800’

Thank you.
Very truly yours,
YATES PETROLEUM CORPORATION
M'&ZJ. Wd’ﬂ M“%
Mecca Mauritsen
Landman
MM:dke

enclosure(s)
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED AUGUST 23, 1994, BETWEEN

YATES PETROLEUM CORPORATION, "OPERATOR" AND NEARBURG EXPLORATION COMPANY, ET AL,
"NON-OPERATORS", COVERING LANDS LOCATED IN EDDY COUNTY, NEW MEXICO.

EXHIBIT "A"

. .. LandsSubjectio Agreement:

ownshi South, Ronge ast
Sectioh 21: NE/4

in Restrictions as to depth of formations:
Shallow Unit - From the surface o a depth of 7,704’

Intermediate Unit " ~ From a depth of 7,704’ fo a depth of 7,800'

Deep Unit - Below 7.800'
. - Percentage Interests of Parlies Undet the Agreement:
Shallow Unit :
INMTALTEST .
INITIAL TEST WELL AFTER
WELL PAYOUT 8
BEFORE SUBSEQUENT
ACRES % OF UNIT PAYOUT WELLS
Yates Petroleum Corporation 64.916660 4057291t % 40.57291% % 40.572911 %
Yates Driling Company 3.500000 2.187500 2.187500 2.187500 .
Abo Petroleum Corporation 3.500000 2.187500 2.187500 2.187500
Myco Industries, Inc. 3.500000 2.187500 2.187500 2.187500
S. P Yates 0.4146670 0.260419 0.260419 0.260419
Sharbro Qil Lid. Co. 0.208335 0.130210 . 0.130210 0.130210
Estate of Lillie M. Yates 0.208335 0.130210 0.130210 0.130210
Anadorke Petroleum Corporation 8.750000 5.468750 5.468750 5.468750
Conoco inc. 5.000000 3.125000 3.125000 3.125000
Nearburg Exploration Company 62.500000 3%.062500 43.750000 42.343750
Kerr-McGee Corporation 7.500000 4.687500 F/O 1.406250

160.000000 100.000000 %  100.000000 %  100.000000 %

ntermediate Unit

INITIAL TESY
INMIAL TEST WELL AFTER
WELL PAYOUT &
BEFORE SUBSEQUENT
ACRES % OF UNIT PAYOUT WELLS
Yates Petroleum Corporation 64.916660 40.572911 % 40.572%11 % 40.572911 %
Yates Drilling Company 3.500000 2187500 2.187500 2.187500
Abo Pefroleum Corporation 3.500000 2.187500 2.187500 2.187500
Myco Industries, inc. 3.500000 2.187500 2.187500 2.187500
S. P Yates 0.416670 0.260419 0.260419 0.260419
Sharbro Cil Lid. Co, 0.208335 0.130210 0.130210 0.130210
Estate of Lilie M. Yates 0.208335 0.130210 0.130210 0.130210
Ancadarke Petroleum Corporation 5.000000 3.125000 3.125000 3.125000
Conoce Inc. 5.000000 3.125000 3.125000 3.125000
Nearburg Exploration Company 66.250000 41.406250 46.093750 44.687500
Kerr-McGee Corporation 7.500000 4.687500 F/O 1.406250

160.000000 100.000000 % 100.000000 %  100.000000 %

Revised 10-5.94
Revised 10-14-94
- Revised 2-24-95
Revised 4-11-95
Page 1
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED AUGUST 23, 1994, BETWEEN
YATES PETROLEUM CORPQORATION, "OPERATOR" AND NEARBURG EXPLORATION COMPANY, ET AL,
“NON-OPERATORS", COVERING LANDS LOCATED IN EDD)( COUNTY, NEW MEXICO.
INITIAL TEST
INITIAL TEST WELL AFTER
WELL PAYOUT &
BEFORE SUBSEQUENT
ACRES % QF UNIT PAYOUT WELLS
64.916660 40.572911 % 40.572211 % 40.572°11 %
3.500000 2.187500 2.187500 2.187500
3.500000 2.187500 2.187500 2.187500
3.500000 2.187500 2.187500 2.187500
0.416670 0.260419 0.260419 0.260419
0.208335 0.130210 0.130210 0.130210
0.208335 0.130210 0.130210 0.130210
-0- -0- -0- -0-
10.000000 6.250000 6250000 6.250000
66.250000 41.406250 46.093750 44687500
7.500000 4.687500 F/IO 1.406250
160.000000 100.000000 %  100.000000 %  100.,000000 %
U.S.A.
Virginia Spickard
Yates Petroleum Corp. 100.000000 %
HBP
NM-0557142
NW/4NE/4
40.00000
C. R. Nixon, Jr., etal
S. P. Yates 50.000000 %
Martin Yates, Hi 50.000000
S. P. Yates 50.000000 %
Sharbro Qi Lid. Co. 25.000000
Estate of Lillie M. Yates 25.000000
HBP
Fee
SW/ANE/4
0.83334
Revised 10-5-94
Revised 10-14.94
" Revised 2-24-95

AUG-B7-1995 15:15 FROM

’

Deep Unit

"Yates Peiroleum Corporation
Yates Driling Company
Abo Petroleum Corporation

Myco Industries, Inc.
S. P Yates

Sharbro Qit Lid, Co.
Estate of Lilie M. Yaites

Anadarko Petroleum Corporation

Conoco Inc,

Nearburg Exploration Company
Ker-McGee Corporation

Oll & Gas Leases subject fo Agreement:

1. Llessor:
Criginal Lessee:
Present Lessee:
Expiration Date:
Seriol No,
Description:

Net Acres:

2. Lessor:

_Origingl Lessee:

Present Lessee:

Expiration Date:
Serial No.
Description:

Net Acres:

Poge 2

Revised 4-11-95
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED AUGUST 23, 1994, BETWEEN
YATES PETROLEUM CORPORATION, "OPERATOR" AND NEARBURG EXPLORATION COMPANY, ET AL,

"NON-OPERATORS", COVERING LANDS LOCATED IN EDDY COUNTY, NEW MEXICO.

Y

Lessor:
Originai Lessee!

Present Lessee;

"E“xpiroﬁon Date:

Serial No.
Description:

Net Acres:

Lessor:

Qriginal Lessee:

Present Lessee:

Expiration Date:
Serial No.
Description:

Net Acres:

Lessor

QOriginal Lessee:

Present Lessee:;

Expiration Date:
Serial No.
Description:

Net Acres:

Lena W, Hild!, et al
Yates Petroleurn Corp.

Yates Petroleum Corp.

HBP-

Fee
SW/4NE/4

1.66666

Panhandle Royalty Company

Yates Petroleum Corp.,
Yates Drilling Company
Abo Pelroleum Corp.
Myco Industries, Inc.
Yates Petroleum Corp.
Yates Drilling Company

Abo Petroleum Corp.
Myco Industries, Inc.

HBP
Fee
NE/4ANE/4, SW/4NE/4

30.00000

Carl E. Ross
Roger C. Hanks

From the surface to 7,800'
Conoco inc.

Anadarko Petroleum Corp.

Below 7,800
Conoco Inc.

HeP
Fee
SW/4NE/4

5.83334

Page 3

100.000000 %

100.000000 %

70.000000 %

10.000000
10.000000
10.000000

70.000000 %
10.000000

10.000000
10.000000

100.000000 %

50.000000 %
50.000000

100.000000 %

Revised 10-5-94
Revised 10-14-94

* Revised 2-24-95
Revised 4-11-95
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED AUGUST 23, 1994, BETWEEN
YATES PETROLEUM CORPORATION, "OPERATOR" AND NEARBURG EXPLORATION COMPANY, ET AL,

"NON-OPERATORS", COVERING LANDS LOCATED IN EDDY COUNTY, NEW MEXICO.

6.

Lessor:
Original Lessee:

Present Lessee:

Expiration Date:

Serial No.
Description:

Net Acres:

lesson:

Original Lessee:

Present Lessee:

Expiration Date:

Serial No.
Description:

Net Acres:

Lessor:

Original Lessee:

Present Lessee:

Expiration Datle:

Serial No.
Description:

Net Acres:

Joe E. Ross
Roger C. Honks

From the surface to 7.800'

‘Coneco Ine.
Anadarko Petroleum Corp.

Below 7.800°
Concce Inc.

© HBP

Fee
SW/ANE/4

0.83334

Alton Ross
Roger C. Hanks

From the surface to 7.800°
Conoco Inc.

Anadarko Petroleum Corp.

Below 7,800
Conoco Inc.

HepP
Fee
SW/4ANE/4

0.83333

Myrtle Heard
Roger C. Hanks

From the surface to 7,800
Conoco Inc.

Anadarko Petroleum Corp.

Below 7.800"
Conoco Inc.

HBP
Fee
SW/ANE/4

0.83333

Page 4

100.000000 %

50.000000 %
50.000000

100.000000 7

100.000000 %

50.000000 %
50.000000

100.000000 %

100.000000 %

$50.000000 %
50.000000

100.000000 %

Revised 10-5-94
Revised 10-14-94
" Revised 2-24-95
Revised 4-11-95
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED AUGUST 23, 1994, BETWEEN
YATES PETROLEUM CORPORATION, "OPERATOR" AND NEARBURG EXPLORATION COMPANY, ET AL,
"NON-QOPERATORS", COVERING LANDS LOCATED IN EDDY COUNTY. NEW MEXICO.

9.

10.

1.

Lesson
Criginatl Lessee:

Present Lessee:

Expiration Date:

Serial No.

Description:

Net Acres:

Lessor:
QOriginal Lessee:

Present Lessee:

Expiration Date:
Serial No.
Description:

Net Acres:

Lessor:
Original lessee:

Present Lessee:

Expiration Date:
Serial No,
Description:

Net Acres:

Jewe! Hickam

Roger C. Hanks

from the surface to 7.800'
Conoco in¢.

Anadarko Petroleum Corp.

8elow 7,800
Conoco Inc.

HBP
Fee

SW/ANE/4

. 0.83333

Bonnie Powell
Roger C. Hanks

from the surface to 7,800’
Conoco inc.

Anadarko Petroleum Corp.

Below 7,800
Conoco Inc.

HBP
Fee
SW/ANE/4

0.83333

Bonnie H. Morrison
Reading & Bates, Inc.

Surface {0 7,704

Anadarko Petroleum Corp.

Yates Petroleum Corp.

Below 7,704
Yates Petroleum Corp.

HBP
Fee
SW/ANE/4

1.25000

Poge §

100.000000 %

50.000000 %
50.000000

100.000000 %

100.000000 %

50.000000 %
50.000000

100.000000 %

75.000000 %
25.000000

100.000000 %

Revised 10-5-94
Revised 10-14-94
" Revited 2-24-95
Revised 4-11-95
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED AUGUST 23, 1994, BETWEEN
YATES PETROLEUM CORPORATION, "OPERATOR” AND NEARBURG EXPLORATION COMPANY, ET AL,
"NON-QOPERATORS", COVYERING LANDS LOCATED IN EDDY COUNTY, NEW MEXICO.

12

Lessor.
Original Lessee:

Present Lessee:

Expiration Date:

Serial No. -

. Description:

13

14.

15.

Net Acres:

Léssor:

.Originol Lessee:
Present Lessee:
Expirotion Date:
Serial No.
Descripfion;

Net Acres:

Lessor:

Criginal Lessee:

" Present Lessee:

Expiration Date:

Serial No,
Description:

Net Acres:

Lessor:

Originc:l Lessee:
Present Lessee:
Expirafion Date:
Seﬁal No.
Description:

Net Acres:

Bonnie H. Morrison

Necarburg Petroleum Partnership

Surface to 7,704

Anadarko Petroleum Corp.

Yates Petroleum Corp.

Below 7,704’
Nearburg Exploration Co.

8P
Fee
SW/4ANE/4

3.75000

Afiantic Richfield Co.
Nearburg Exploration Co.
Nearburg Exploration Co.

Jonuary 31, 1995

Fee

SW/ANE/4

$.00000

Leslie P. Whitney, et ux
Nearburg Exploration Co.
Nearburg Exploration Co.
June 7, 1996

Fee

SE/ANE/4

20.00000

Mary Elaine Cribbs
Nearburg Exploration Co.
Nearburg Exploration Co.
June 7, 1996

Fee

SE/ANE/4

20.00000

Page é

75.000000 %
25.000000

100.000000 %

100.000000 %

100.000000 %

100.000000 %

Revised 10.5-94
Revited 10-14.94
Revised 2-24.95
Revised 4-11.95
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED AUGUST 23, 1994, BETWEEN
YATES PETROLEUM CORPORATION, "OPERATOR" AND NEARBURG EXPLORATION COMPANY, ET AL,

"NON-QPERATORS", COVERING LANDS LOCATED IN EDDY COUNTY, NEW MEXICO.

16.

i7.

18.

19.

Lessor:
Original Lessee:

Present Lessee:

Expiration Date:

Serial No.

' Description:

Net Acres:

Lessor:
Criginal Lessee;

Present Lessee:;

Expiration Date:

Serial No.
Description:

Net Acres:

Lessor:
COriginal Lessee:

Present Lessee:

Expiration Date:

Serial No,

Description:

Net Acres:

Lessor:

Original Lessee:

Present Lessee:

Expiration Date:

Serial No,
Description:

Net Acres:

Ralph Nix, Jr.

Nearburg Exploration Co.
Nearburg Explorotion Co.
January 3, 1997

Fee

NE/4NE/4

7.50000

Sara Garretson

Nearburg Exploration Co.
Nearburg Exploration Co.
January 3, 1997

fee

NE/4NE/4

7.50000

Williom E. Farha Trust
Nearburg Exploration Co.
Nearburg Exploration Co,
March 30. 1997

Fee

NE/4NE/4

2.50000

R. B. Rodke

Yates Pelroleum Corp.
Yates Driling Company
Abo Petroleum Corp.
Myco industries, Inc.

Yates Petroleurn Corp.
Yates Driling Company
Abo Pelreleum Corp.,
Myco Industries, Inc.
March 6, 1998

Fee
NE/4NE/4

2.50000

Page 7

100.000000 %

100.000000 %

100.000000 %

40.000000 %

40.000000 %

Revised 10-5.94
Revised 10-14-94
" Revised 2-24-95
Revised 4-11-95
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ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED AUGUST 23, 1994, BETWEEN

YATES PETROLEUM CORPORATION, "OPERATOR" AND NEARBURG EXPLORATION COMPANY, ET AL,
"NON-OPERATORS", COVERING LANDS LOCATED IN EDDY COUNTY, NEW MEXICO.

20. Lessor: Kemr-McGee Corporation
Original Lessee: Nearburg Producing Company
Prasent Lessee:! Nearburg Producing Co. 100.000000 %
Expiration Date: September 13, 1995
. Serial No. Fee
Description: SW/4NE/4, NE/ANE/4
Net Acres: 7.50000
V. Addresses of Parlies to which notices should be sent:
Yates Petroleum Corporation ' Nearburg Exploration Company
Abo Petroleum Corporafion 3300 North A Street
Yates Drilling Company Suite 8100
Myco Industries, inc. Midland, TX 79705
S. P. Yates _ -
Estate of Martin Yales, I
 Estate of Lillie M. Yates Cohoco Inc.
105 South Fourth Street 10 Desta Drive, Suite 100W
Artesia, NM 88210 Midland, TX 79705-4500
Kerr-McGee Corporation Anadarke Petfroleum Corp.
123 Robert S. Ketr Avenue P.O.Box 1330
Okighoma City, OK 73102 Houston, TX 77251-1330

Revised 10-5-94
Revised 10-14-94
" Revised 2-24-95
Revised 4-11-95
Page 8
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Warren D, Richardson ’ Conoco Inc.

Staff Landman : 10 Desta Orive, Suite 100W
Midland Division Midland, Texas 797054500
Exploration Production gus. (915) 6865576

- North America ’ FAX (915) 6868596
March 20, 1995

Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210

Attn: Ms. Janet Richardson
Landman

Re:  Revised Working Interest
Joint Operating Agreement dated August 23, 1994
NEY Section 21, T-19-S, R-25-E
Eddy County, New Mexico
C-48407, 1-212834

Dear Janet: P

In reviewing our title for participating in the drilling of the proposed Rodke AOY Com No. 1 and
Ross EG Fed. Com. No. 14 wells, we discovered that Conoco’s working interest in the
Exhibit "A" to the captioned JOA was incorrect. Conoco’s interest should be changed to reflect
a 3.125% working interest to a depth of 7,800' and a 6.25% working interest below a depth
of 7,800". Anadarko Petroleum Corporation now owns the remaining 3.125% working intetest
to a depth of 7,800". Their interest was derived in an assignment from Conoco to Anadarko
Production Company dated August 17, 1982 (see attached copy). This situation is reflected in the
Drilling and D/O Opinion on the Alto "AOL" Com No. 1 well dated November 9, 1994.

Please revise the Exhibit "A" according to the information cited above and fumish a copy for my
files. 1 apologize for any inconvenience this may have caused.

Sincerely,

@ VB.
n D. Richardson

Attachment

PADATAWDRW032\ir
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" tha operation of the ands described on Exhibit “A”, insolar as the said lands are applicable to the interesis and intervals assigned
- . Agreement shall be efective as of the date of this Assignment, : .

and encymbvances cover and affect said assigned inlerest,

AUG-B7-1995 15:28 FROM LOSEE & CARSON 18] LDWDTE (oL f 1 r.oie

;c-*"nf" C - C

ASSIGNMENT OF OPERATING RIGHTS

STATE OF _____Ney Mexico X

County_ OF Eddy X

Conoco tion, hereinalter raferted to as “Assignor,” lor good and valuable consigeration, the receipt and sulliciency of whichis
hereby .cumfn’ia;e%’?n'? ':oﬁgead wms'oul wattanty of title, express or implied. and subject 1o the reservations, conddions and covenants

provided for herein, does hereby GRANT, BARGAIN, SELL. TRANSFER, ASSIGN and CONVEY unto
= Apadarko_Production Company
whose address is P. O, Box 2497 d as__ 79702

hereinafter referred 1o as "Assignee”, 0% o Assignor's i mt&m"n%é&%&mmm 3ease's.hena!|gr‘re!e‘;red lo as “said leases™
described in Exhibit "A” attached hereto and made a pan hereol. INSB%AR a5 said leases cover the 13ngs described in sald Exbibit "A”, together with il ights
and privileges thereunder of appurienant thereto, INSOFAR as 52i0 leases cover oif, gas and othet liquid and gaseous hydrocarbons, and

INSOFAR a5 s3id leases and lands cover . Lxom_ the surface of the earth down to 7.800. feet, The righss

RO

to operate on said leases assigned is 'hereafter referred to as "said assigped interest."

Assignor excepls from ihis Assignment and reserves o itself afl rights, tille, interest and estale nof expressly assigned hereby, the rights of ingress and
©gress and such olher righls and easemenis ynder and by virue of said laases, including the concurrent use of water, as may be necessary or desirable to
explore, develop and operate the interest of Assignor in said leases.

This Assignment is made and accepted sudjoct 10, and Assignee hereby assumes, any and afl overriding royanies; payments out of production, and
other burdens or encumbrances to which satd leases may be subject, INSOFAR as such overriding royallies, payments oul of production and other burdans

W .
Assignor and Assignae have, simukaneously with the execulion of this Assignment, executed and entered inlo an Operaﬁng Agreement providing for
ereunder. The Operating

. .
This Assignment and afi tights, reservations and covenants i connection herewith shall be considered covenants running with ibe lands and shallinure

19 and be bindmg upor: the parties hevelo, their heirs. personal representalives, successors ang assigns; PROVIDED, HOWEVER, no transfer or

. ownership, :

encumbrance of any of said assigned interest shall be made unless the same bemade exgressly subject 10 this Assignment and unless the vendes, assignee,
ot transteree shaft assume all of the obrga:ions ol this Assignment; PROVIDED. FURTHER, no transter of any of said assigned interes! shatl be valid of hava
any force or effect ynless Assignor is furnished with a certified copy of the recorded insirument or order of a competent court evidencing the translet of

.. . . Y. . .
The addressas for (he giving of 8! notices required hergunder, until changed by writien nofice to the same sddresses, shall be ¢ follows:

ASSIGNOR: Conoco Inc.
. P. 0. Box 1959
A Midland, Texas 79702
’ ASSIGNEE: Anadarko Production Company
P, 0. Box 2497
Midland, Texas 79702

Vi

purchase same mcarnemmerefor shall be the posted or quoted price in eftect in the field on the delivery date lor such hydrocarbons of like kind andarrShty
produced hereunder, I Assignee elects to seft and/or cause others to process nalural and casinghead 9as, or other gaseous hydrocarbons, hpsedfler called
“gas”, procuced hereundes, Assignor reserves the preferential right o purchase andr/or process same with payment for the gas purchassd<dnd/or producls
recovered on the basis of an agreement between (he parties conlaining terms generally scceplable inthe area. It Assignee shall jpeetGe from a responsidle
third party a bona fide offer 1o Purehase ofl of 10 purchase and/or process gas acceplable to Assignee, prior 10 ASSIgNOT exeTcising its prefetential right,
Assighee shall fumnish notice of same 1o Assignor, who shall have fitieen (15) days from ret\a'egx thereo! 1o either waivet€Tight or elect to purchase and/or
process. as applicable, on temms sybstantislly equivalent to those offered 1o Assignee, provided that i the price.otThe gas is fimiled by any govemmental
authority. the price to be met by Ass shalibe considered as being a price equal o the maximum lswful price€stablished by that governmental aythority for
such cal of gas, Fallure to timely reply 10 suich nolice shali be consirued as 3 waiver. Once waiyest-the preferential right provided for herein shallnot be
enforceable for the term of the Assignee-(hird party contract il Assignee accepls gaid third pasyofier. As to ofl sold by Assignee an a da{:o-day basig,
Assignor shall have the continuing right 91 any time 1o exercise its oplion to purchase sucheGil. For the purposes of thig agteement, eny exchange or other
disposilioh made Dy Assignee shall be considered a sale and subjec! fo the righiso ignot,

Yu.

By this Assignment Assignor has conveyed only an interegtinGi, gas and other liquid and gaseous hydrocarbons. i hydrogen suiphide and/or other
non=hydrocarbons, hereafter caned “nonhyd:ocarb'gns pre produced with the hydrocerbons assigned hereunder, Assignor reserves to itgel! such
non-hydrocarbons and ihe right to extract and recover suefi non-hydrocarbons at any lime, provided, Assignor shafl bear afl costs of extraction, and shal pay
allroy3tties which may be due thereon; the right oxiermine the separation, extraction of recovery process, hetealter cafled “process™, to be used, and the
type. design and location of process facilities-iCiuding the right o conduct process operations al a mutually agreeable poinlon or off the lease onany pipe fine
fransporting gas trom the fands and laas%3 subject hereto: the rights ot ingress, egress and other easements necesssry to the extraction, recovery, slorage,
transponation and marketing g erved non-hydrocarbons: and the right to sullicient fuel gas lor use in Assignor's process operations, providing, Assk
;g:liga“‘ Lh:;z;or the averascprice per MCF received by Assignee from the sale of gas from the assigned leases, ot it no sale, the matket value atthe weir for

ang . A .

1T Assigoer determines that processing of gaseous hydrocarbon production for the removal of non-hydrocarbons is necessary in order to market such
produchicarstignee shall furnish writien nolice (hereo! 10 Assignor, ang Assignor shall have thirty (30) days after receip! 0! said notice 10 exercise e tights
hegerGer. A negative reply or 3 farlure by Assignor lo timely reply shall be consirued 3s a waiver, 3nd Assignor shall have no further rights in the

TO HAVE AND TO HOLD said assigned interest unto Assignee, Assignea’s heirs. personal rapresantatives, sueceesors and ase: e o,
the express and implied covenants and gbligations of said leas’gg and misg assignment. P ns. subject to allof

EXECUTED this 1St oy or. February 1984 cnecive as of the 17 thyyy o _August 19.82
Conoco Inc. ‘
oty A
vk T anorney in Facl
ADD APPROPRIATE ACKNOWLEDGEMENT Y David E. Schieck

, i
15584 5.9-80 . AN
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AUG-B7-1995 15:21 FROM

EXMIDIT A"

LEASE SCHEDULE TO ___ ASSIGNMENT . DAtep__Avgust 17, ,1982
Ut 1ECH Canuco bne, AND __Anadarko Production Company . , COUNTYXNMXSXUOF Eddy ,STATE OF New Mexico
Coea . . T nccomnin
I EASE NUMDER  1LESSOR LESSEE DATE DESCIIPTION BOOE  |PAGL
- . wn \ ) -
212834-001 Myrte Heard Roger C, Hanks 12/3/70 % Township 19 South, Range 25 East, N.M.P.M. 18 571
) . Section 21: SW/4 NE/&
212834-002 Jewell Rickam : Roger C. Hanks 1273710 * aos=m:wv 19 South, Range 25 Fast, N.M.P,M. qu, 5713
. Section 21: SW/4 NE/4
212834~-003 Bonnie Powell Roger C, Hanks | 12/3/70 * Township 19 South, Range 25 Rast, N.M.P.M. 78 575
Section 21: SW/4 NE/4
212834-004 Alton Ross Roger C. Hanks , HM\u\uo- : * Township 19 South, Range 25 East, K.M.P.M. 78 517
- Section 21: SW/4 NE/4
212834-005 Carl E, Ross Roger C. Hanks 12/3/70 * Township 18 South, Range 25 Bast, N.M,P.M, 78 579
, Section 21: SW/4 NE/4
212834-006 Joe E. Ross Roger C. Hanks o 12/3/70 * Township 19 South, Range 25 East, N.M.P.M. - 78 581

. ‘ . Section 21: SW/4 NE/4

* Insofar and only insofar has each lease covers
.  from the surface of the earth to 7,800'. In no
. event shall such assignment cover rights below
7,800°. .

Ll ST R e
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\;J"'..-"'- G ey
{:' STATE DF TEXAS §
: courmr OF MIQ;._AND §
, .,
N ,ﬂ;"'."BE’r‘ORE ME, the undersigned authority, a Notary Public, in and for said

‘”" .Lolity and State, on this day personally appeared David E. Schieck
..; knowp:"to me -to be the person whose name is subscribed to the foregoing instru-
“mentas Attorney in Fact for CONOCO INC., a corporation, and acknowledged to me
that he executed the same for the purposes and consideration therein expressed as
‘the act and deed of said corporation, and in the capacity therein stated.

GIVE] UNDER MY HAND AND SEAL OF OFFICE, this the /242/ day
of __ Ftbimain,” , 1984,
¢ .
SUSAM TR ::SH;:% %’(‘2 5 ’
Notary Public, Stote of Jexas v : o
My Commission Expires July 1, 1986 gg:::‘; ’pgglgg inand For '7::”/(;/(

My Commission Expires:

M -
1

STATE OF NEW MEXICO, County of Eddy, ss. Ihereby cemfy that this instrument was filed fot record on the
day of —_February _  A.D.19 .84 ar _10:43 o’clock —A. M., and duly recorded

in Book ——232 __ Page 839 of the Records of __Miscellangous
VIRGIE COLE, County Clerk By

Deputy .



AUG—Q7-1935 15:22 FROM LOSEE & CARSUN 18} 10858L /8177 P.17

| | " ¢
o 3748

- prm————— e e

\ — e e

¢k s o b b e B

- Lent,,

R
EIEIRE PR - B . e B ] e e e ..,.\-~..-....-..;"

- -
PUN

et e evd




AUG-@7-1995 15:23 FROM
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" MARTIN YATES, In

19124 1905

FRANK W. YATES

- 19301988

Conoco Inc.
.. 10 Desta Drive West
- Midland, Texas 79705

LOSEE & CARSON T0

4 PFETROLELUM
EDRPDRHTlDN

105 SOUTH FOURTH STREET
ARTESIA, NEWMEXICO88210
TELEPHONE (505) 748-1471

March 15, 1995

Attention: Mr. Watren Richardson

Gentlemen;

Re: Ross EG Fed. Com. #14

15858278177 P.18

S. P. YATES
CHAIRMAN OF THE BOARD
JOMN A, YATES
paestgNT
PEYTON YATES
4 TIVE Vice P Y
RANDY G, PATTERSON
SECRETARY
DENNIS 0. KINSEY
TREASURER

Township 19 South, Range 25 East

Section 21: NE/4

Eddy County, New Mexico

Enclosed is a copy of revised Page 4 and Exhibit “A” to the Operating Agreeniéﬁt for the
captioned well. Please substitute these pages accordingly.

Thank you.

MM:dke
enclosure(s)

Very truly yours,

YATES PETROLEUM CORPORATION

' . }7 \{aﬁ // 7(2“/\435&\

Mecca Mauritsen
Landman
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.L FORM 610 - MODQ FORM OPERATING AGIU'LMI‘?F - 1977

B. Resignalion or Removal of Qperator and Selcetion of Successor:

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice
thereo! to Non-Operators. If Operator terminates its legal existence, no longer owns an interest in the
Contract Area, or is no longer capable of serving as Opsrator, it shall cease to be Operator without any
action by Non-Operator, except the selection of a successor. Operator may be removed if it fails or
refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership,
by the affirmative vote of two (2) or more Non-Operators owning a majority interest based on owner-
ship as shown on Exhibit “A”, and not on the number of parties remaining after excluding the voting
interest of Operator. Such resignation or removal shall not become effective until 7:00 oclock AM.
11  on the first day of the calendar month following the expiration of ninety (90) days after the giving of
12  notice of resignation by Operator or action by the Non-Operators to remove Opcrator, unless a successor
13 Operator has been sclected and assumes the duties of Operator at an earlier date. Operator, after effect-
14 -ive date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of
15 a corporate name or structure of Operator or transfer of Operator’s interest to any single subsidiary,
1€  parent or successor corporation shall not be the basis for removal of Operator.

18 2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Op-
19  erator shall be selected by the Parties. The successor Operator shall be selected from the parties owning
20 an interest in the Contract Area at the time such successor Operator is selected. If the Operator that
21 is removed fails to vote or votes only to succeed itself, the successor Operator shall be selected by the
22 affirmative vote of two (2) or more parties owning a majority interest bastd on ownership as shown
23 on Exhibit-“A”, and not on the number of parties remaining after excluding the veoting interest of the
24 Operator that was removed,

25

26 C. Employees:

27

28 The number of employces used by Operator in conducting operations hereunder, their selection,

29. and the hours of labor and the compensation for services performed, shall be determined by Operator,
30 and all such employees shall be the employees of Operator.

31

32 D. Drilling Contracts:

33

34 All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual

35 rates prevailing in the area. If it so desires, Operator may employ its own tools and equipment in the
36 drilling of wells, but its charges therefor shall not exceed the prevailing rates in the area and the rate
37  of such charges shall be agreed upon by the parties in writing before drilling operations are com-
38 menced, and such work shall be performed by Operator under the same terms and conditions as are
39 customary and usual in the area in contracts of independent contractors who are deing work of a .sim-
40 ilar nature '

41

42 . ARTICLE VI

43 ) DRILLING AND DEVELOPMENT
44 ' '

45 A. Initial Well;

46

47 On or before the st day of May , 192.?, Operator shall commence the drill-
48 ing of a well for oil and gas at the following location:

43 660' FNL and 1980' FEL

50 Section 21, T-19S-R25E

51 Eddy County, New Mexico

52

53 and shall thereafter continue the dnumg of the well with due dlhgence to test the Canyon

54 formation at approximately 8300'.

55

56

57

58 unless grapite or other, practically impénetrable substance or condition in the hole, which ‘renders
59  further drilling impractical, i encountered at a lesser depth, or unless all parties sgree to compIete or
60 abandon the well at a Jesser depth, g

61 i
82 Operator shall make reasonable tests of all formations encountered during drilling which j ‘} in-

63 dication of containing o¢il and gas in quantities sufficient to test, unless this agreement shall be Timited
G4 in its application to u specific formation or formahons, in which event Operator shall b '“qufred to
66
67
68
69
70

P

plug ana abandon same as prowded in Article VLE.L hereof

- [

-4
TOTAL P.19



KELLAHIN AND KELLAHIN
ATTORNEYS AT LAW
EL PATIO BUILDING

W. THOMAS KELLAHIN® 117 NORTH GUADALUPE TELEPHONE (505) 982-4285
\ TELEFAX (505 2-

*NEW MEXICC BOARD OF LEGAL SPECIALIZATION PosT OFFICE Box 22685 { ) o8 2047

RECOGNIZED SPECIALIST IN THE AREA OF

NATURAL RESOURCES-OIL AND GAS LAW SANTA FE, NEW MEXICO 87304-22G5

JASON KELLAHIN (RETIRED 1991)

August 7, 1995

HAND DELIVERED RECEIVED

AUG
Mr. David R. Catanach 7135
Hearing Examiner Oif Conservation Division
QOil Conservation Division
2040 South Pacheco
Santa Fe, New Mexico 87505

Re:  NMOCD Case 11265: Alto "21" Well No. 1
Nearburg Production Company
Application for Compulsory Pooling,
Eddy County, New Mexico

NMOCD Case 11263: Ross "EG" Federal Com Well No. 14
Yates Petroleum Corporation

Application for Compulsory Pooling,
Eddy County, New Mexico

Dear Mr. Catanach:

On behalf of Nearburg Exploration Company, please find enclosed
our proposed order for entry in the referenced matter heard by you on July

27, 1995.

W. Thomas

cc: Ernest Carroll, Esq.
Attorney for Yates Petroleum Corporation

cc: Nearburg Exploration Company
Attn: Bob Shelton



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO 11265
APPLICATION OF NEARBURG EXPLORATION COMPANY

FOR COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO

CASE NO. 11263
APPLICATION OF YATES PETROLEUM CORPORATION
FOR COMPULSORY POOLING, EDDY COUNTY, NEW MEXICO
ORDER NO.R-___

NEARBURG’S PROPOSED
ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on July 27, 1995 at
Santa Fe, New Mexico, before Examiner David R. Catanach.

NOW, on this day of August, 1995, The Division Director,
having considered the testimony, the recorded and the recommendations of
the Examiner, and being fully advised in the premises,

FINDS THAT:

(1) Due public notice having been given as required by law, the
Division has jurisdiction of this cause and the subject matter thereof.



Case Nos. 11263 & 11265
Order No. R-
Page 2

(2) Division Case Nos. 11263 and 11265 were consolidated at the
time of the hearing for the purpose of testimony, and, inasmuch as approval
of one application would necessarily require denial of the other, one order
should be entered for both cases.

(3) The applicant in Case 11265, Nearburg Exploration Company
("Nearburg"), seeks an order pooling all mineral interests from the surface
to the base of the Canyon formation underlying the NE/4 of Section 21,
Township 19 South, Range 25 East, NMPM, Eddy County, New Mexico,
forming a standard 160-acre spacing and proration unit for any and all
formations and/or pools developed on 160 acre spacing within said vertical
extent, which presently includes but is not necessarily limited to the
Undesignated North Dagger Draw-Upper Pennsylvanian Pool. Said unit is
to be dedicated to the proposed Alto "21" Well No. 2 to be drilled at a
standard oil well location within the NE/4NE/4 (Unit A) of Section 21.

(4) The applicant in Case No. 11265, Yates Petroleum Corporation
(Yates), seeks an order pooling all mineral interests from the surface to the
base of the Canyon formation underlying the NE/4 of Section 21, Township
19 South, Range 25 East, NMPM, Eddy County, New Mexico, forming a
standard 160-acre spacing and proration unit for any and all formations and
/or pools developed on 160-acre spacing within said vertical extent, which
presently includes but is not necessarily limited to the Undesignated North
Dagger Draw-Upper Pennsylvanian Pool. Said unit is to be dedicated to the
proposed Ross "EG" Federal Com Well No. 14 to be drilled at a standard
oil well location within the NW/4NE/4 (Unit B) of Section 21.

(5) Both Yates and Nearburg have the right to drill a well in NE/4
of Section 21, both seek to be designated the operator of the proposed
proration unit, and both seek the adoption of drilling and production
overhead charges and risk penalties.

(6) Yates and Nearburg have been unable to reach a voluntary
agreement as to whom should drill and operate a well within the NE/4 of
Section 21.



Case Nos. 11263 & 11265
Order No. R-
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(7) The proposed wells are located within one mile of the outer
boundaries of the North Dagger Draw-Upper Pennsylvanian Pool and are
therefore subject to the Special Rules and Regulations for said pool as
promulgated by Division Order No. R-4691, as amended, which require
standard 160-acre spacing and proration units with wells to be located no
closer than 660 feet from the outer boundary of the spacing unit nor closer
than 330 feet from any quarter-quarter section line or subdivision inner
boundary.

(8) Both parties agreed at the hearing that overhead rates of $5400.00
while drilling and $540.00 while producing should be adopted in this case.
In addition, both parties proposed that a risk penalty of 200 percent be
assessed against non-consenting interest owners.

(9) The ownership within the NE/4 of Section 21 as to the relevant
potential producing depth is outlined as follows:

(a) Nearburg Exploration Company 46.093750 %
(b) Conoco Inc. 6.25%

(c) Yates Petroleum: 47.656250 %

Yates Petroleum Corporation 40.572911%
Yates Drilling Company 2.187500%
Abo Petroleum Corporation  2.187500 %

Myco Industries Inc. 2.187500%
S. P. Yates 0.260419%
Sharbro 0Oil 0.130210%

Estate of Lillie M. Yates 0.130210%

(10) The issues in this dispute in this case include the following:

a) Well location: Nearburg has proposed drilling its Alto "21"
Well No. 2 at a standard oil well location 660 feet from the
North line and 660 feet from the East line (Unit A) of Section
13, while Yates has proposed drilling its Ross "EG" Federal
Com Well No. 14 at a standard oil well location 660 feet
from the North and East lines (Unit B) of Section 21.



Case Nos. 11263 & 11265
Order No. R-
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b) Drilling Costs: Yates and Nearburg submitted AFE’s which
reflect when the Yates’ AFE is increased to include the
appropriate surface equipment and the contingencies are
deleted from both AFEs, the completed well costs for
proposed Alto "21" Well No. 2 and the Ross "EG" Federal
Com Well No. 14 are as follows:

WELL NAME COMPLETED WELL COST

Alto "21" No.2 $684,130.00
Ross "EG" No.14 $681,200.00

c) Percentage of commitment: Nearburg contends that there
is no significant difference in percentage of commitment and
that Conoco’s 6.25 % is not committed to either Nearburg or
Yates. Yates contends that it has the majority percentage and
Conoco is committed to Yates.

(11) Time is of the essence in this matter because unless a well is
commenced prior to September 14, 1995, Nearburg will lose the 4.6875 %
interest committed to it by Kerr-McGee Corporation.

(12) Yates initially proposed the drilling of the Ross "EG" Well No.
14 to Nearburg on or about February 27, 1995. Nearburg proposed the
drilling of the Alto "21" Well No. 2 to Yates on or about March 13, 1995.

(13) On March 24, 1995, Nearburg filed a compulsory pooling
application for the subject acreage with the Division. On March 30, 1995,
Yates filed a similar compulsory pooling application.

(14) It appears that Nearburg and Yates have attempted without
success to negotiate a settlement of this particular dispute.

(15) Nearburg argues for a well located in Unit A and Yates argues
for a well located in Unit B of this section, each contending that the issue
controlling location is to attempt to avoid the adverse consequences of the
disposal:
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(a) of some 6.5 million barrels of produced salt water by
Yates into the upper and lower Cisco/Canyon members of the
Pool in its Osage SWD Well located in Unit G of Section 21;

and/or

(b) of some 1.5 million barrels of produced salt water by
Anadarko Petroleum Corporation into the lower Cisco/Canyon
formation of the pool in its Osage SWD Well located in Unit
E of Section 22, both in T19S, R25E, NMPM.

(16) Nearburg contends that its location is better because:

(a) the top of the Dolomite in this pool will be some 30 feet
higher at its location than at the Yates’ location;

(b) which will place the Nearburg well at a more favorable
location in the reservoir in relation to the Yates Osage SWD
than that proposed by Yates;

(c) the Nearburg location will be father away from the Yates’
Osage SWD well in which Yates disposed of some 6.5 million
barrels of water; and

(d) the Nearburg location has an estimated 90 feet more gross
dolomite than the Yates’ location which means more
potentially productive reservoir may be encountered if the
Nearburg location is approved.

(17) In support of its contentions, Nearburg presented geologic
evidence to demonstrate that:

(a) a structural cross section utilizing the Yates’ Amole
"AMM" State Com Well No. 1 in Unit M of Section 16 and
the Yates’ Amole "AMM" State Com Well No. 2 in Unit N
of Section 16 shows two nonproductive limestone intervals
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totalling some 90 feet which correlate with and extent into the
Yates’ location but are absent at the Nearburg location;

(b) the top of the dolomite is a readily identifiable geologic
marker and represents the upper limit of potential production
in the Cisco/Canyon formation of the pool which is located in
the log of the Yates’ Amole Com Well No. 1 at -4163 feet
(subsea) and at the Yates Osage SWD well at -4148 feet
(subsea);

(c) when the correct top of dolomite is accurately identified
and contoured on a structure map, then the Nearburg is higher
than both the Yates’ location and the Yates’ SWD well, the
Anadarako Osage SWD well and therefore the Nearburg
location is better because it is located father away from
potential salt water encroachment by these SWD wellis;

(d) Nearburg’s geologic evidence and testimony indicates that
a well drilled at Yates’ proposed location should encounter
less Canyon dolomite reservoir and should be closer to poorer
production than the proposed Nearburg location;

(e) the volume of salt water disposal into the Anadarko’s
Osage SWD Well was only 1.5 millions barrels of water and
was injected into the reservoir through four sets of
perforations from 7806 feet to 7998 feet while the Yates
injected some 6.5 million barrels of salt water into the
reservoir through three sets of perforations from 7672 feet to
7704 feet in its Osage SWD Well.

(18) Yates contends that its location is better because:
(a) its proposed location is better than Nearburg’s location

because the top of the Dolomite in this pool will be some 12
feet higher at Yates’ location than at Nearburg’s location:
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(b) and more importantly, while located closer to Yates’
Osage SWD well, Yates’ location will be farther away from
Anadarko’s Osage SWD well.

(19) In support of its contentions, Yates presented geologic and
engineering evidence to demonstrate that:

(a) a stratigraphic cross section which omits the Yates’ Amole
Com Well No. 1 in Unit M of Section 16 and the Yates’
Amole Com Well No. 2 in Unit N of Section 16 but includes
the Yates Hooper "AMP" Well No. 2 in Unit E of Section 21
shows a gross dolomite interval to be correlative to both the
Yates and the Nearburg proposed locations and of
approximately the same gross thickness at both locations;

(b) the top of the dolomite is a readily identifiable geologic
marker and represents the upper limit of potential production
in the Cisco/Canyon formation of the pool which is located in
the log of Yates’ Osage SWD Well at a depth of 7836 feet;

(c) a structure map based upon the assumption that the top of
dolomite in the Yates Amole Com Well No. 2 is located at

-4149 feet (subsea) will place Yates’ location slightly higher
in the reservoir than Yates’ Osage SWD Well.

(20) The Division finds that:

(a) Yates has mistakenly interpreted the log of the Yates
Amole Com Well No. 2 and thereby incorrectly picked a
dolomite top in the Amole Com Well No. 1 that is
approximately 30 feet too low which results in locating the
Yates proposed well location higher in the reservoir than
warranted;
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(b) when the correct top of dolomite is accurately identified
and contoured on a structure map, then Nearburg’s location
is higher than Yates’ location, Yates’ Osage SWD Well, and
Anadarako’s Osage SWD Well;

(c) Yates’ omitted presenting a structural cross section and
thereby failed to present important geologic information;

(d) Yates’ geologic evidence indicates that both well locations
should have similar dolomite thickness; and

() Yates’ failed to identify the significant amount of
nonproductive limestone present in the Yates’ Amole State
Com Well No. 2 and thereby over estimated the amount of
gross dolomite present at its proposed location.

(21) The Division further finds that:

(a) there is no significant nor material difference between the
AFE’s submitted by both Nearburg and Yates;

(d) there is no significant difference is the date on which each
party first proposed its well;

(c) that this case cannot be decided based upon these issues.

(22) The Division further finds that: (a) the Conoco interest is not
committed to either Yates or Nearburg; (b) that there is no significant nor
material difference in the percentage which each party controls; and (c) that

this case cannot be decided based upon these issues.

(23) Estimated drilling costs and the parties willingness to negotiate
a voluntary settlement should not be critical factors in determining the

outcome of this case.
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(24) Nearburg testified and Yates concurred that previous disputes
over operatorship of spacing units in the North Dagger Draw-Upper
Pennsylvanian Pool have been voluntarily resolved utilizing as criteria
majority interest ownership and location of operations and surface facilities
relative to the spacing unit.

(25) Based upon interest ownership, geologic interpretation and
location of operations and surface facilities, Nearburg should be designated
the operator of the Alto "21" Well No. 2 and spacing unit.

(26) That time is of the essence in this case because of the potential
that Nearburg may loss the interest currently committed to it by Kerr-
McGee Corporation if this well is not commenced prior to September 14,
1995 and therefore all elections and commencement dates should be
accelerated.

(27) The application of Yates Petroleum Corporation should be
denied.

(28) To avoid the drilling if unnecessary wells, to protect correlative
rights, to avoid waste, and to afford to the owner of each interest in said
unit the opportunity to recover or receive with out unnecessary expense his
just and fair share of the production in any pool completion resulting from
this order, the application of Nearburg Exploration Company should be
approved by pooling all mineral interests, whatever they may be, within
said unit.

(29) Any non-consenting working interest owner should be afforded
the opportunity to pay his share of estimated well costs to the operator in
lieu of paying his share of reasonable well costs out of production.

(30) Any non-consenting working interest owner who does not pay
his share of estimated well costs should have withheld from production his
share of the reasonable well costs plus an additional 200 percent thereof as
a reasonable charge for the risk involved in the drilling of the well.
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(31) Any non-consenting working interest owner should be afforded
the opportunity to object to the actual well costs but actual well costs should
be adopted as the reasonable well costs in the absence of such objection.

(32) Following determination of reasonable well costs, any non-
consenting working interest owner who has paid his share of estimated
costs should pay to the operator any amount that reasonable well costs
exceed estimated well costs and should receive from the operator any
amount that paid estimated well costs exceed reasonable well costs.

(33) $5400.00 per monthly while drilling and $540.00 per month
while producing should be fixed as reasonable charges for supervision
(combined fixed rates); the operator should be authorized to withhold from
production the proportionate share of such supervision charges attributable
to each non-consenting working interest, and in addition thereto, the
operator should be authorized to withhold from production the proportionate
share of actual expenditures required for operation the subject well, not in
excess of what are reasonable, attributable to each non-consenting working
interest.

(34) All proceeds from production from the subject well which are
not disbursed for any reason should be placed in escrow to be paid to the
true owner thereof upon demand and proof of ownership.

(35) Upon the failure of Nearburg to commence the drilling of the
Alto "21" Well No. 2 on or before September 15, 1995, the order pooling
said unit should become null and void and of no effect whatsoever.

(36) Should all the parties to this forced pooling order reach
voluntary agreement subsequent to entry of this order, this order shall
thereafter be of no further effect.

(37) The operator of the well and unit shall notify the Director of the
Division on writing of the subsequent voluntary agreement of all parties
subject to the forced pooling provisions of the order.
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IT IS THEREFORE ORDERED THAT:

(1) The application of Nearburg Exploration Company in Case No.
11265 for an order pooling all mineral interests from the surface to the base
of the Canyon formation underlying the NE/4 of Section 21, Township 19
South, Range 25 East, NMPM, Eddy County, New Mexico, forming a
standard 160-acre spacing and proration unit for any and all formation
and/or pools developed on 160-acre spacing within said vertical extent
which presently includes but is not necessarily limited to the Undesignated
North Dagger Draw-Upper Pennsylvanian Pool is hereby approved. Said
unit shall be dedicated to the Alto "21" Well No. 2 to be drilled at a
standard oil well location 660 feet from the North line and 660 feet from
the East line (Unit A) of Section 21.

(2) The application of Yates Petroleum Corporation in Case No.
11263 for an order pooling all mineral interests from the surface to the base
of Canyon formation underlying the NE/4 of Section 21, Township 19
South, Range 25 East, NMPM, Eddy County, New Mexico forming a
standard 160-acre spacing and proration unit for any and all formations
and/or pools developed on 160-acre spacing within said vertical extent
which presently includes but is not necessarily limited to the Undesignated
North Dagger Draw-Upper Pennsylvanian Pool is hereby denied.

PROVIDED HOWEVER THAT, the operator of said unit shall
commence the drilling of said well on or before the 15th day of September,
1995, and shall thereafter continue the drilling of said well with due
diligence to a depth sufficient to test the Cisco/Canyon formation.

PROVIDED FURTHER THAT, in the event said operator does not
commence the drilling of said well on or before the 15th day of September,
1995, Ordering Paragraph No(1) of this order shall be null and void and of
no effect whatsoever, unless said operator obtains a time extension from the
Division Director for good cause shown.
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PROVIDED FURTHER THAT, should said well not be drilled to
completion, or abandonment, within 120 days after commencement thereof,
said operator shall appear before the Division Director and show cause why
Ordering paragraph No. (1) of this order should not be rescinded.

(2) Nearburg Producing Company is hereby designated the operator
of the subject well and unit.

(3) after the effective date of this order and within 90 days prior to
commencing said well, the operator shall furnish the Division and each
known working interest owner in the subject unit an itemized schedule of
estimated well costs.

(4) Within days from the date the schedule of estimated well
costs is furnished to him, any non-consenting working interest owner shall
have the right to pay his share of estimated well costs to the operator in lieu
of paying his share of reasonable well costs out of production, and any such
owner who pays his share of estimated well costs as provided above shall
remain liable for operation costs but shall not be liable for risk charges.

(5) The operator shall furnish the Division and each known working
interest owner an itemized schedule of actual well costs within 90 days
following completion of the well; if no objection to the actual well costs is
received by the Division and the Division has not objected within 45 days
following receipt of said schedule, the actual well costs shall be the
reasonable well costs; provided however, if there is objection to actual well
costs within said 45-day period the Division will determine reasonable well
costs after public notice and hearing.

(6) Within 60 days following determination of reasonable well costs,
any non-consenting working interest owner who has paid his share of
estimated well costs in advance as provided above shall pay to the operator
his pro rata share of the amount that reasonable well costs exceed estimated
well costs and shall receive from the operator his pro rata share of the
amount that estimated well costs exceed reasonable well costs.
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(7) The operator is hereby authorized to withhold the following costs
and charges from production:

(A)  The pro rata share of reasonable well costs attributable
to each non-consenting working interest owner who has not
paid his share of estimated well costs within # :
from the date the schedule of estimated well costs i
furnished.

(B)  As a charge for the risk involved in the drilling of the
well, 200 percent of the pro rata share of reasonable well
costs attributable to each non-consenting working interest
owner who has not paid his share of estimated well costs is
furnished to him.

(8) The operator shall distribute said costs and charges withheld from
production to the parties who advanced the well costs.

(9) $5400.00 per month while drilling and $540.00 per month while
producing are hereby fixed as reasonable charges for supervision (combined
fixed rates); the operator is hereby authorized to withhold from production
the proportionate share od such supervision charges attributable to each
non-consenting working interest, and in addition thereto, the operator is
hereby authorized to withhold from production the proportionate share of
actual expenditures required for operation such well, not in excess of what
are reasonable, attributable to each non-consenting working interest.

(10) Any unleased mineral interest shall be considered a seven-
eighths (7/8) working interest and a one-eighth (1/8) royalty interest for the
purpose of allocating costs and charges under the terms of this order.

(11) Any well costs or charges which are to be paid put of
production shall be withheld only from the working interest’s share of
production, and no costs or charges shall be withheld from production
attributable to royalty interests.
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(12) All proceeds from production from the subject well which are
not disbursed for any reason shall immediately be placed in escrow in Eddy
County, New Mexico, to be paid to the true owner thereof upon demand
and proof of ownership, the operator shall notify the Division of the name
and address of said escrow agent within 30 days from the date of first
deposit with said escrow agent.

(13) Should all parties to this forced pooling order reach voluntary
agreement subsequent to entry of this order, this order shall thereafter be
of no further effect.

(14) The operator of the well and unit shall notify the Director of the
Division in writing of the subsequent voluntary agreement of all parties
subject to the forced pooling provisions of this order.

(15) Jurisdiction is hereby retained for the entry of such further
orders as the Division may deem necessary.

DONE, at Santa Fe, New Mexico, on the day and year hereinabove
designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

WILLIAM J. LEMAY,
Director
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NATURAL RESOURCES.O. AND GAR LAW SANTA FE. NEW MEXICO 87504-2285

JASON KELLAMIN (RETIRED 1991

July 5, 1995

VIA FACSIMILE
(505) 827-8177

Mr. Michael E. Stogner
Chief Hearing Examiner

Oil Conservation Division
2040 South Pacheco

Santa Fe, New Mexico 87505

Re:  NMOCD Case 11265: Alto "21" Well No. 1
Nearburg Production Company
Application for Compulsory Pooling,
Eddy County, New Mexico

NMOCD Cass "EG" Federal Com Well No. 14
Yates Petroleum CoFporation
Application for Compulsory Pooling,

Eddy County, New Mexico .

Dear Mr. Stogner:

On behalf of Nearburg Exploration Company, we have no cbjection
to the Division granting Yates Petroleum Corporation’s request to continue
the referenced cases from the July 13, 1995 docket to the July 27, 1995
docket.

via facsimile:
cc: Ermest Carroll, Esq.

Atforney for Yates Petroleum Corporation
cc: Nearburg Exploration Company

Attn: Bob Shelton
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LAW OFFICES

LOSEE, CARSON, HAAS & CARROLL, P. A,
MARY LYNN BOGLE 300 YATES PETROLEUM SUILDWNG TELEPHONE
ERNEST L. CARROLL P. 0. 88X 1220 (s08) 74623508
VOEL M. CARSON ARTESIA, NEW MEXICO B621I-1720 TELscopY
DEAN B. CROSS (808) ras.023168
JAMES €. HAAS
A. J. LOSEE

BARRY D. GEWEKE June 28, 1995

VIA FACSIMILE TRANSMISSIOR AND FIRST CLASS MAIL

Mr. William J. LeMay

New Mexico 0il Conservation Division
2040 S. Pacheco

P. 0. Box 6429

Santa Fe, NM 87505-5472

Re: Application of Nearburg Exploration Company
for Compulsory Pooling, Case No. 11265

Application of Yates Petroleum Corperation for
Compulsory Pooling, Case No‘
Dear Mr. LeMay:

I am enCIOSLng for filing a Motion for Continuance, in duplicate,
concerning the above-captioned cases set for July 13, 1995.

Please return the copy to me, endorsed, for my file.
Respectfully yours,
LOSEE, CARSON, HAAS & CARROLL, P.A.
ad/
rnest L. Carroll

ELC:kth
Encl.

xc: W. Thomas Kellahin, Esq. (w/encl)
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESQURCES DEPARTMENT
OIX, CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION OF

NEARBURG EXPLORATION COMPANY FOR

COMPULSORY POOLING, EDDY COUNTY,

NEW MEXICO CASE NO. 11265
IN THE MATTER OF THE APPLICATION OF

YATES PETROLEUM CORPORATION FOR

COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO CASE NO. 11263

MOTION FOR CONTINUANCE

COMES NOW Yates Petroleum Corporation and moves the Division
for an order continuing the hearing of the above-referenced cases,
now set for July 13, 1995, to the next availlable docket, and as its
reason therefore states that counsel for Yates, Ernest L. Carroll,
is under subpoena, a copy of which is attached hereto, to testify
before the United States District Court for the District of New
Mexico, in Cause No. CIV 92-381 LH/LCS, Jorge M. Herrera v. Steven
Kaiser, in Las Cruces, New Mexico on July 13, 1995, at 10:00 a.m.
Mr. Kellahin is out of town and cannot be consulted for
concurrence.

WHEREFORE, Yates prays for an ordexr moving the hearing of the
above-captioned cases from the July 13, 1995, docket to the next

available docket.
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Respectfully submitteq,
LOEEE, CARSON, HAASE & CARROLL, P.A.

Dy ti,m. s 7 @}w{,

Ernedt L. Carrcoll
P. O. Box 1720
Artesia, NM 88211-1720
(505) 746-3505
Attorneys for Yates Petroleum Corp.

I hereby certify that I caused a
true and correct copy of the foregoing
motion to be mailed to W. Thomas Kellahin,

counsel for Nearburg, this June 28, 1995.

/ﬁaﬂ /zzmj Z éu»%

E;péét L. Carroll
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mﬁtatzs Bigtrict Court

_FOR THE DISTRICT OF __ NEW MEXICO

JORGE M. HERRERA

Pgticioner | I _
V. SUBPOENA IN A CIVIL CASE
STEPHEN RAISER ' | - .. .CASE NUMBER: __ 92!
" "Respondent - 92-381 LE/LCS

TO!  Ermest L. Carroll
Attorney at Law
105 8. 4th Street

, Artesia, NM 88211 (505) 746-3505
T YOU ARE COMMANDED to appear in the United States District Court at the place, date, and time specitied below to

testity in the above case.
PUACE OF TESTIMONY COURTROOM
Harold Runnels Federal Building
200 East Griggs - . - Honoxable Leslle C. Smith
-Becond Floor --w---ume - DATE ANO TME -
Las Cruces, NI‘L ,88001 July 13, 1995

[

L e O g

O YOU ARE COMMANDED ) apoeaf at the pla.r i<, and time specvfxeo éelow to testxfyat the taking ofa deposmon
.,- " in the above case, . w-—: : . o
'PUACE OF DEPGSION _ :

{DATE mome

ANT

b

O vou ARE COMMANDED to produce and permit inspection ana copying of the follewing documents or objects at the
place, date, and time specified below (list documents or objects):

Puce - . | DATE ANC TIME
L

'

— .
' YOU ARE COMMANDED to permit ingpection of the following premises at ihe date and time specified betow.
PREMISES t DATE AND TimE .

|

Any organization not a party 10 this suit that is subpoenaed ‘or the taking ot a deoosmon shall designate one or more *
otficers, directors. or managing agents, or other persong who consent 1o testify on its benatt, and may set ‘onn, for each
person designated. the matters on which the person will testify. Federat Rules of Civit Procedure, 30(b) (6).

\ssmNG,OF"CEﬁ S‘GNATWE ANO e (WOOCATE ¥ ATTORNEY FOR ALAINTIFF OR DEFZNDANT TDATE
[ i IV o -
Margare: cLean, Asst. A.G., Attorney for Respondent R A Lo _,_5

1SSNG O"‘CE" S NAME, ADDRESS ANC PHONE NUMBER
Margaret McLean, Assistant Attorney Gemeral
?.0. Drawer 1508, Santa Fe, New Mexico 87504 (505) 827-6930

15ee Fuie 45. Feoeral Rules o' Civi) Procequre, Pans C 3 D on Paverser

-

TOTAL P.@5
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LAW OFFICCS

"LOSEE. CARSON, HAAS & CARROLL.P. A.

MARY LYNN GOGLE 300 YATES PETROLEUM BUILDING TELESMONE
EANCST L. CARROLL s, ©. 80X (720 (308) 748-3808
JOLL M. CARSON
DEAN B.CROSS ARTESIA, NEW MEXICO 88211-t720 (';::c.o,:,l‘
JAMES E. MAAS )
A.J. LOSEE 0 iq 4*5/
®ARAY D. GEWEKE FAX TRANSNITTAL DATE:

1

PLEASE DELIVER THEE FOLLOWING PAGE(8) TO:

NANR: Wl . .
FIRN: —)’)MOCD J
rax wo. (S %2777 FIRM NO.

SENDER$ fhtm‘ﬂ @\
TOTAL NUMBER OF PAGES (INCLUDING THIS SHEBT): ol

ARRNCARARRARARARAAREORAANARAAARAGARAARRARRRRAANRALALVERVERNARARSAARS

IF YOU DO NOT RECEIVE ALL THE PAGES INDICATED ABOVE,

PLEBAOH CALL UB BACK AD %ooxnnn A
(505) 746-3508 ABSK FOR:

........ltttﬁtiﬁitﬁtttﬁi...iﬁt..00.0...0\.0**O.tﬁi.....i.t..t'i..‘.

MNESSAGE:

COORAAAANRRAEANRERRAARARERAARRAAAARNARRRARAARGRNNAANAAEGDAAOAEO00400

NOTE: The information contained in this facsimile mesvage is attorney/clieat
privileged and confidential information intended only for use by the individual
or entity named above. 1If the reader of this mossage is not the intended
zooipieat, er ¢he empleyeco or agont rosponsible fer dolivowy to the intonded
rocipient, you are bareby notified that any disseainstion, distribution or
copying of this comsunication is im error. If you bave received this facsimile
in error, please immediately notify us by collect telephone call and returm the
original message to us at the above address via the U. 8. Poxtal Service.



MARY LYNN BOGLE
ERNEST L. CARROLL
JOEL M. CARSON
DEAN B. CROSS
JAMES E. HAAS
A.J.LOSEE

BARRY D. GEWEKE

UL e e
I 'J?__f‘{‘f;

."T?

LAW OFFICES

LOSEE, CARSON, HAAS & CARRQL,L P. A

f‘i

.“’Tl

300 YATES PETROLEUM BUILDING o L
P. 0. BOX 1720

ARTESIA, NEW MEXICO 88211-1720

May 24, 1995

VIA FACSIMILE AND FIRST CLASS MAIL

Mr. William J. LeMay, Director
New Mexico 0il Conservation Division
2040 S. Pacheco

P. O. Box
Santa Fe,

Re:

6429
New Mexico 87505-5472

Application of Yate Eetroleum Corporation
. Eddy County, New
- /Ross "EG" Fed Com

Mexico/Case No.
Well No. 14

Application of Yates troleum Corporation
Eddy County, New
- Fairchild No. 2 Well

Dear Mr. LeMay:

3

87 o

TELEPHONE
S( (508) 746-3506

TELECOPY
{(505) 746-6316

Please be advised that Yates Petroleum requests that the June 1,

1995 hearing date of Case 11263,

in conjunction with Nearburg’s

Case No. 11265, be continued to the July 13, 1995, docket.

In connection with Case No. 11264, scheduled for the June 1,

1995, docket, please continue said matter to July 13,

well.

Thank you

ELC:kth

XC

very much.

Very truly yours,

1995, as

LOSEE, CARSON, HAAS & CARROLL, P.A.

r P A 7 PR L, - i
A Y e L f

//
Ernest L. Carroll

Ms. Mecca Mauritsen
Mr. W. T. Kellahin
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WoTHOMASR KELLAHINS 1Y NORTH GUAGALUPE TELERHONE [SDE) B8BR-4285
HEW MEXICO BEAMS OF LESAL SREAIALIZATIAN pasT OFFicE Box 2265 TELEFox (EOS) BaR-204¥
RETPINIZED BPECIALIST N THR aftEA OF
HATURAL NESOVRAEA-0IL ARG QAR LAW SANTA FE, NEW MEXICD 27804-D235
Mscn';;um\um (RETIREG 1221
FACEIMI LE__,__.COVER SEEE r
T0: Michael Stogner FROM: W._ THOMAS KELLAHIN, Es¢qg.
OF¥: OIT, CONBERVATION DIVISION FAX #: 505 827 8177
Santa Fe
DATE: 05/ 16/ 1995 TIME: 9:15 AM
PAGES8: 2 with c¢over sheet
REK ¢ NMOCLD Case AltOo "2 J."- Well Nu 1

This informtion contained in this Facaimile Message and Transmission is

f'ompany
"EG"

ROSS

Federal Com Well No 14

1. infurmagon jotended

only for the yse of the Individual or entily named above, If the reader of this message 15 not the lntmded recipient, or the employee or apent
responsible to deliver 1t to the INLEAKEA TECIPICAL, YOU Wre Hereby wouficd dot auy dascadualtiw, Boldlablvey «o copplug oF hia saumveisating in

Mav—=1f~-95 TIHF A9 *A1

EAS

g 2mdT =]

31
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ATTORNEYS AT LAW
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SEW MER(CO DIARG SF LEAAL RRSS(ALIZATICN PosT OFFICcE BOox FFPES TELE = P BRAE-2Qa7
RECOGH ZCO SRECIALIST IN THE AREA OF L
MATURLL RESSURCES-GIL AND DAD LAW BANTA FE, NEW MEXICO aY304-2Q605
JABO0ON KELLAKIM (RETIAEZD 2@}

May 16, 1995

VIA FACSIMILE
(505) 827-8177

Mr. Michael E. Stogner
Chief Hearing Examiner
2040 South Pacheco

Santa Fe, New Mexico 87503

Re:  NMOCD Case 11265: Alto "21" Well No. 1
Nearburg Production Company
Application for Compulsory Pooling,
Eddy County, New Mexico

NMOCD Case 11263: Ross "EG"” Federal Com Well No. 14
Yates Petroleum Corporation

Application for Compulsory Pooling,

Eddy County, New Mexico

Dear Mr, Stogner:

In accordance with your letter dated April 18, 1995, Mr. Carroll and
I are reporting the status of the referenced cases. We are both concerned
about the two salt water disposal wells and we each are searching for data
about those wells. At this point the data is incomplete and we are
continuing to search public and private files.

We have agreed to discuss this between us on Monday May 22,
1005, and I will advise where we are at that pnint.

aﬁryﬂ truly. you r/s},.,
4 N

W. Thofhas Kdllahi
!
via facsimile: !
cc: Ernest Carroll, Esq.
Attorney for Yates Petroleum Corporation
oo: Nearburg Exploration Company

Attn: Bob Shelton

1



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

2040 S. PACHECO
SANTA FE, NEW MEXICO 87505
{505) 827-7131

April 18, 1995

Losee, Carson, Haas & Carroll
Attn: Ernest L. Carroll

P. O. Box 239

Artesia, New Mexico 88211-0239

Kellabin and Kellabin

Attn: W. Thomas Kellahin
P. O. Box 2265

Santa Fe, New Mexico 87504

Re: Cuase Nos. 11,263 and 11,265, Applications of Yates Petroleum Corporation and

Nearburg Exploration Company, respectively, for Compulsory Pooling Eddy
County, New Mexico.

Dear Messrs. Cm;roll and Kellabin:

Reference is made to our conference call this morning, Tuesday, April 18, 1995, where we discussed Mr.
Kellabin’s letter dated April 14, 1995 requesting the continuance of both of the above-referenced cases to the June 1,
1995 hearing. Based upon my initial review of Nearburg’s concern about the two existing salt water disposal wells in
the North Dagger Draw-Upper Pennsylvanian Pool in Sections 21 and 22, Township 19 South, Range 25 East, NMPM,
Eddy County, New Mexico (approved by Division Order Nos. SWD-336 and R-7637) and the potential issues they may
create in this matter, postponement until June first is in order.

In addition, the parties are directed to voluntarily exchange data and if there is a dispute over the requested
data, produced or to be exchanged then either party my return to the Division for decision on that topic.

The parties are directed to report to the Division on the status of their discussions on or before May 15, 1995.
Hopefully both parties can utilize this time to work out a reasonable solution.

Nearburg’s request for continuance of both Case Nos. 11,263 and 11,265 until June 1, 1995 is hereby approved.

Sincerely,

Michael E. Stogner
Chief Hearing Officer/Engineer

MES/kv

cc: Oil Conservation Division - Artesia
William ]. LeMay, Director - OCD, Santa Fe
Rand Carroll, Counsel - OCD, Santa Fe
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VIA FACSIMILE
(505) 746-6316

Ernest L. Carroll, Esq.

Losee, Carson, Haas & Carroll
P. O. Box 239

Artesia, New Mexico 88211-0239

Re: REQUEST FOR CONTINUANCE AND
REQUEST FOR PRODUCTION OF DATA
NMOCD Case 11265: Alto "21" Well No. 1
Application of Nearburg Production Company
for compuisory pooling, Eddy County, New Mexico

NMOCD Case 11263: Ross "EG" Federal Com Well No. 14
Application of Yates Petroleum Corporation for
compulsory pooling, Eddy County, New Mexico

Dear Mr. Carroll:

On behalf of Nearburg Exploration Company I wish to propose to

you a procedure for processing the two referenced compulsory pooling

_cases which currently are scheduled for hearing on the April 20, 1995
docket.

DOCKET MANAGEMENT

Apart for this referenced dispute, currently there are four disputed
compulsory pooling cases between Amoco (Carr) and Richardson (Kellahin)
which were continued from the April 6, 1995 docket and in all probability
will be heard ahead of any disputed cases on the April 20, 1995 docket.
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In addition to the dispute in the referenced cases, the April 20th
docket has the Nearburg and Yates compulsory dispute over the Fairchild
"24" Well No. 2 (Cases 11264 and 11232).

I anticipate that the Division will not be able to hear the referenced
dispute over the Alto-Ross pooling matters on Thursday or Friday of next
week.

REQUEST FOR CONTINUANCE

I request your concurrence to continue the referenced cases until the
June 1, 1995 Examiner’s docket in order to afford an opportunity for Yates
to produce and for Nearburg to review the following requested data.

REQUEST FOR DATA

In preparing for hearing the Alto-Ross dispute, I am of the opinion
that [ need certain data from your client, Yates Petroleum Corporation, in
order to properly prepare for the hearing of the referenced case.

Any Cisco-Canyon development to take place in the NE/4 of Section
21, whether by Yates or by Nearburg, and the corresponding compulsory
pooling cases including the location of those wells, will be affected by the
potential displacement of recoverable hydrocarbons from the injection of
produced water into the Cisco/Canyon formations by Yates Petroleum
Corporation in its Osage Well No. 1 (Salt Water Disposal Well) located
1980 feet from the north and east lines of Section 21.

Accordingly, on behalf of Nearburg Exploration Company, we
request that Yates Petroleum Corporation provide to Nearburg Exploration
Company at its offices in Midland, Texas, not later than noon on April 20,
1995 the following information for the Yates Petroleum Corporation’s
Osage Well No. 1(SWD) located 1980 feet from the north and east lines of
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Section 21, T19S-R25E, NMPM, Eddy County, New Mexico and for each
Yates Petroleum Corporation well drilled to or through the Cisco/Canyon
formation within one (1) mile of said salt water disposal well:

1. Open-hole Resistivity logs, e.g. Dual Latrologs
supplying both a one-inch scale log and a five-inch scale log.

2. Open-hole Porosity logs, e.g., Compensated Neutron-Litho-
Density logs, supplying both a one-inch scale log and a five-inch
scale log.

3. Mudlogs

4. All cased-hole production logs, including but not limited to
caliper logs, spinner surveys, tracer surveys.

5. Fluid data including recombination analysis and/or bottom hole
analysis.

6. Reservoir temperature data

7. PVT data, PVT reports and gas analysis including but not
limited to molecular wright and API gravity.

8. Reservoir pressure data including but not limited to
bottom-hole surveys or pressures, surface pressure readings,
daily tubing pressure and casing pressures, drill stem tests,
build-up tests, and interference tests, with relevant
information as to shut-in time and production rates prior to
shut-in.

9. Gas-liquid ratios and tests including a description of any
and all test data and zones per well.

10. any core data and analysis including but not limited to
conventional or sidewall core data and samples.
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11. all production data including, but not limited to all well
check records, including gauges/charts for each well on a
daily basis from initial testing/completion to date showing
actual production of oil, gas and water for each well per day
and per month.

11-A. for the subject salt water disposal well, all injection
fluid data including, but not limited to all well check records,
including gauges/charts for each well on a daily basis from
initial testing/completion to date showing actual water
injection for said well per day and per month.

12. Chronological reports to include details of: (a) perforating
and perforation locations, (b) stimulation fluids, volumes,
rates, and pressures for each treated interval, and (c)
swabbing, flowing and/or pumping results for each interval
that was perforated and tested including Pre and Post
stimulation results as applicable.

13. If your client has conducted any reservoir simulation
which includes either of the subject wells, then provide:
model software description, model parameters and
assumptions, model variables, model history matching data, -
model predictions, subsequent modification.

14. Any petroleum engineering data used or to be used by
Yates Petroleum Corporation to justify its application and/or
it opposition to Nearburg’s application including all pressure
data, including but not limited to bottom hole pressure
surveys, daily tubing pressure and casing pressure surveys,
with relevant information as to shut-in time and production
rate prior to shut-in;
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15. Any and all reserve calculations, including but not limited
to estimates of ultimate recovery, production decline curves,
pressure decline curves, material balance calculations
(including reservoir parameters), volumetric calculation
(including reservoir parameters);

16. Any and all reservoir studies, including but not limited to
drainage calculations, well interference studies, pressure
studies or well communication studies;

17. Any geologic data including geologic maps, structure
maps, ispoachs, cross-sections, and/or logs being used by
Yates Petroleum Corporation to justify its application and/or
its opposition to Nearburg's application;

18. Any and all geologic and/or engineering studies and
interpretations by which Yates Petroleum Corporation justifies
and evaluates its application and/or its opposition to
Nearburg’s application.

If you have any objection to the foregoing, please advise me by
noon on Monday, April 17, 1995.

cc: Nearburg Exploration Company
Attn: Bob Shelton



