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SANTA FE (916) 6853368 OIL CONSERVATION DIVt SIN (505) 623-2733
300 WesT Texas S87.—SuiTE 533 CAMTAFE P.0. Box 1136
EXPILORATION CO. MIDLAND, TEXAS 75701 RosweLL, NEW MEXICO 88201
May 24, 1983 )
;\}» (’] s :
/i

Mr. Joe D. Ramey, Director
State of New Mexico

Energy and Minzrils Cepartient
0i1 Conservation Division

P.0. Box 2088

Santa Fe, NM 87501

Re: Exxon State Com #1
W/2 Section 2, T20S, R25E, Eddy County, New Mexico
Case No. 7514, Order No. R-6932 3/16/82

Dear Sir:

Please find enclosed a statement evidencing cost through
completion of the captioned well as per the captioned
pooling order Page 4 (5), I am mailing a copy of this
statement to all working interest owners in the Exxon State
#1 as per the attached 1ist.

It you need further information please advise. Thank you
for your cooperation and consideration.

S1ncere1y,

\J/%é y SAH £
lﬁiﬂs Jack1e Midkiff

Jam
encl.
cc: A1l Working Interest Owners
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STATEMENT OF PAYOUT STATUS

SANTA FE | MONTH OF_ April 30, 1983 19 .,
EXPLORATION CO. . |
(505) 6232733 Exxon State Com #1 ,
P, 0. Box 1136 W/2 Section 2, T20S, RZ5E, E£ddy County, New Mexico
RosweLL, New MExI¢o 88201

Date Jf Total Of Cost To Date Of Volume Income Income Payout

Invoice Invoice Date Production BBL/MCF Received To Date Status -
3/35/82 $ 74,932.02 $ 74,932.02 .

4/30/82 489,775.43 564,707.45 :
4/30/82 110,424.70 675,132.15 .

7/30/82 - 187,937.95 863,070.:0

9/30/82 8,180.11 871,250.21

3/31/83 23,621.25 894,871.46 ($894,871.46)
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EXHIBIT “aA"

Santa Fe Exploration Company
P.0. Box 1136
Roswell, NM 88201

Tenneco Qi1 Company
6800 Park Ten Blvd, Suite 200 N
San Antonio, TX 78213

Armand L. Smith
P.0. Box 159
Clovis, NM 88101
William B. Barnhill
P.0. Box 1354
Roswell, NM 88201

lonsanto Compahy

1330 Midland Nat'l. Bark Tower
500 W. Texas
Midland, TX 79701
Exxon Company, USA
P.0. Box 1600
Midtand, TX 79702

Morris R. Antweil
P.0. Box 2010
Hobbs, NM 88240

Mountain States Petroleum
. P.0. Box 1936
Roswell, NM 88201

Yates Petroleum Corporation
207 South Fourth St.
Artesia, NM 88210

Gulf 0il Corporation
P.0. Box 1150
Midland, TX 79702

Cities Service Company
P.0. Box 1919
Midland, TX 79702

Amoco Production Company
P.0. Box 3092
Houston, TX 77253

J. H. Herd
P.0. Box 130
Midland, TX 79702

Jack Markham ,
1500 Broadway Suite 1212
Lubbock, TX 79401

J M. wp1born
1500 Broadway Suite 1212
Lubbock, TX 79401

Robert M. Davenport
P.0. Box 3511
“Midland, TX 79702

Horseshoe 0i1 & Gas Corp{
P.0. Box 870 NS
San Angelo, TX 76932

.x
-y
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5) ADDRESSES OF THE PARTIES FOR NOTICE PURPOSESi

Nautilus Exb]oration. Inc.
£.0. Box 1715
Midland, TX 79702

Cal Mon 011

P.0. Box 2066 -

Midland, TX 79702

John H, Hendrix
525 Midland Tower
Midland, TX 79701

Estoril Producing Corporation
1100 Vaughn Building
Midland, TX 7970}

Barnes Adalante Trust
P.0. Box 505
Midland, TX 79702

Kastman 0il1 Company
2420 Quaker, Suite 5
Lubbock, TX 79410

Ernest Angelo, Jr.
200 Gihls Tower West
Midland, TX 7970

A. G. Kasper v
801 fFirst Nat'l. Bank Bldg.
Midland, TX 79701

0‘Brien-Goins Engineering, Inc.
900 Midland National Bank Tower
Midland, TX 79701

Joe R. Henderson
308 North Colorado
Mid]ang, TX 79701

Robert L. Monaghan
P.0. Box 2066
Midland, TX 79702

A. T. Carleton
P.0, Box 293
Midland, TX 79702

McCes, Inc.
P.0. Box 3580
Midland, TX 79702




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO

16 March 1982

EXAMINER HEARING

IN TRE MATTER OF: .

Application of Santa Fe Exploration

Co. for compulsory pocoling, or in the CASE
alternative a non-standard proration . 7514
unit, Eddy County, New Mexico.

BEFORE: RICHARD I.. STAMETS
TRANGCRI™T Of IEARING
APPLEARRANCES

For the 0il Conservation W. Perry Pearce, Esq.
Division: Legal Counsel to the Division
State Land Office Bldg.
Santa Fe, New Mexico 87501

For the Applicant: Paul Cooter, Esq.
' ATWOOD, MALONE, MANN & COOTER
Roswell, New Mexico 88201
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20 South, 25 East.

3
MR. STAMETS: We will call Casce 7514
at this time.
MR. PEARCE: And that is the application

of Santa Fe Exploration Company for compulsory pooling, or in

the altern;+ive a non-standavd proraticn unit, Eddy County,

New Mexico.
(Witness sworn.)

" WILLIAM G. McCOY
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. CCOTTER:
| 0. Would you state your name for the record)l
please, sir?e
A, William G. McCoy. M-c-C-0-Y.
0. State,‘if you would, Mr. McCoy, briefly

what Santa Fe Exploration Company seeks by this application.

T

A The Santa Fe seeks to have final confirm

ation on a forced pooling for the west half of Section 2,

0 First, let me direct your attention to
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Exhibit One. Would you relate what thét is?

A Extibit Ore is a copy of the land map
of Township 19 and 20 South, 25 Fast. -The subject applica-
tion is the west half of section 2, 20 South, 25 East, ocut-
lined in red.

0. | And the red well marker there is the
location nf the proposed well?

A Yes, it is.

Q All right. ©Now, that -~ this is pro-
posed for a Morrow test, is that right? |

A. Morrow test, 9800~foot Morrow.

el That half section is comprised of a
Statellease, which takes Lots 3 and 4, then the southwest of

the northwest and the northwest gquarter of the southwest

quarter.

A Correct.

0. That is a State lease?

A State¢ lease, owned by Exxon.

Q. And Exxon has farmed out its interest

to Santa Fe Exploration.
A Correct.
T Q Then continuing on southhuthe southwest
of the southyest is a Federal lease, is it not?

A Correct.
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' é State lease covering the southeast of the ﬁorthwest guarter

“has indicated that that -- the operating rights on that parti

0. Owned by Monsanto?

A Correct.

0 Monsanto has farmed out to --
A, Théy have,

o -~ Santa Fe EkploratiOn.

The east half of the southwest yuarter
is‘a fee lease, is it not?

A. It is,

0. And it's owned by Exxon, Morris Antweil,
and Mduntain States Petroleum. |

A. That's correct.

Q. Exxon and Antweil have farmed out their
interests in those two little tracts, the 80 acres, to Santa
Fe Exploration?

A Right.

Q. And Mountain States has joined in the
drilling of the well.
| A They have,

Q. This application is really directed, is

it not, to Cal-Mon and the other interest owners who have

A. That's right.

0 Final examination or brief title review

e

P




1 ' | 6

2 cular little_dofacre tractiarc divided between some 18 or

3 19 owners.

4 A That's right.

S Q. What was the -- well, strike that.

6 Hlas the well been commenced?

7 ' A, It has.’

8 0. Now, why was immediate action necessary
9 in this case?

10 A Inmediate action'waé necessary due to
11 the expiration date on the east half of the scuthwest quartes
12 of Section 2. The expiration date being March 17th, 1982,
13 and the availability of -- immediate availabhility of a
14 rig. We could have started it later had we had the option
15 to obtain a rig priorvtonthe expiration date.

16 | Or we had to commuritize the acreage,
17 file it with the County Clerk's office, move the rig on,

18 and had no other alternative.

19 0. ~ Let me next éireCt your attention to

20 Exhibit Two, which is the communitization agreement. That
21 agreement has been executed by Santa Fe Exploration, as the
22 operatq;, Exxon Corporation, or Exxon-Company USA, Monsanto,
23 Morris Antweil, Moungain States Petroleum, and also by Calg
24 Mon, acting by and through Robert‘L. Monégan, haé it hot?

25 g | A It has.




0 And then it was submitted to and approvdd
by the Commiséioncr of Public Lands? |

A It was,

0. And submitted, also, éo the Minerals

Management Service, formerly the USGS.

A It was.

0. And they approvgd it, also.

A They have.

0. And you stated a copy of that agreement

has been filed for record in the office 6f the County Clerk

of Eddy County.

A Right.

0 » Next let me direct your attention to
Exhibit Three, which is the AFE.

Who brepared that AFE?

A I daiag.

0. In your opinion are the costs and ex-
penses set forth therein reasonable and proper?

A, As close as it can be estimated.i

0 And has that AFE been in fact approved
by MOuntain State§ and several‘of thosé 18 owﬁers‘in that
little 40-acre tract?

A ' It has.

y : Q. - Next I would @irect the Commission's
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‘Monaghan, A. T. Carleton, and McCes, Inc., M-c—-C-E-S,.

Exhibit Five.

attention to BExhibit Number Four, which is a letter from me,
whereby all of the interest owners in that 40-acre tract
were furnished a copy of the communitization agreement, and
the AFE, as well as terms and provisions of Exxon's farmout
back on February 22.

Pafdon me, I have the return receipts
from all of those who are -~- do you have a l1lsit of those in-
dividual -- thése 18 owners besides Cal-Mon 0il Company are
John Hendrix, Estoril Production Company, J. H. Herd, Barnes
Adelante Trust, Jack Markham, J. M, Welborn, Kastman, with
a K, 0il Company, Robert M. Davenport, Ernest Angelo, Jr.,
A. G. Kasper, again with a K, Obrien-Geins Engineering, Inc. [
Joe R, Henderéon, Horseshoe Drilling Corporation, Nautilus

Exploration, Inc., Barnes Adelante Trust No. 2, Robert L.

Those that have not approved the AFE
and returned it were furnished, and if the Examiner would
like, we'll hand in that marked as an exhibit, the return

receipts from all of those,

MR, STAMETS: -I think they can be sub-

mitted without being an exhibit.

0. Next, let me direct your attention to

A Exhibit Five?
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0.

A,
cation to drill filed
Conservation Commissi
program, location, an

0.
sentative of the 0CC?

A,

0.

commenced?

menced?

A,
Q.
report that you have?

A,

-

feet, drilling in lime.

9

Yeah, that's your C-10l1 and C-102.
Okay.

Relate what that is, please, Mr. McCoy.
Exhibit Five is the formal pepmit appli-
.with the Artésia office of the 0il
on, stating the program proposed, casing
d blowout preventer attachnment:.

That was approved by the Artesia repre-~

Approved February 18th.

Pursuant to that was the well actuallyi |

No.

Well, following that was the well com-

It was.

And when was the well commenced?
March 7th, 1982.

And is the wéll now dxilling?

It is.,

What is the depth of the latest depth

8:00 a. m. report, 3-16-82, is 3653
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0 - When is the Atcka formation ekpected fo
be encountered?

A, : Approximately the 30£h cf March, 1982.

0 That would be the first potential pay,
would it not? |

i Yes,; sir, it would.

0. How about the Morrow formation?

A. Approximateiy the 5th of April, 1982.

0. And total depth?

A At about the 10th of April, 1982,

0 All right. Wow, let me ask you to turn
to BExhibit Six, which is the -- a map..  -Explain that to the
Examiner, please.

A, Exhibit Six is a‘plat showing the cur-

rent Morrow wells within the area of Santa Fe's prospect.
Only those wells that were Morrow, or -Morrow producers, Mor-—
row dry holes or Mofrow produceré,'are shown.

Starting in Secti&n 28 of 19, 25, the
Yates well is completed in the Morrow and producéd for a
period of approximately 10 months and accumulated 368,747
Mcf.

Now, the penned dates are the dates

the well was completed and in this case the date the well

was terminated.
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The Getty well, Unit M in Sectioh 28, T
have no completion date., The file folder is out in the Com-
mission files. The cumulative on the well was shown as
1,380 - 1,382,150,000 McE. -.

November '81'5 production, our last
production, is 1,000,903 Mcf.

The well in 33 is an Atoka well, was
drilled to the Morrow and was unable to make a commercial
well individually in the HMorrow, plugyged back and made an
Atoka well.

Section 34, in Unit F, Coguina well
was completed in 1975 and has a cumulative production from
the Morrow of 2,463,278,000 Mcf.

Last month's production, I‘ﬁean‘the
November, the last reported production, is 1,000,969rMcf.

The Unit I is an old PanAmerican well.
It was drilled back in 1959. At that time Morrow was not
an attractive formation. Tr2 well tested 357 Mcf from the
Morrow for sixteén ﬁours. At that time there was no pipélin
and the well was never completed and never’produced.

The well in Section M is a Morrow dry
;.’Vj‘;?j B

hole with no shows.

Section 35, the Hilliard well, cumulati

production through November '8l shown, 188,128 Mcf. Last

I

e
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month's production, November '81, I mean of '82, those are —-
no, that's '8, yeah.

257,000 Mcft.
Down in Section,20 South, 25 East, Sec-
tion 1, dry hole in the Morrow. The red triangles are Morroy

dry holes.

Section 2, the current drilling Santa

Fe Exploration well.

Section 3, the Chama Huber No. 1 is at
total aep;h,'Casing run, evidently perfecrated, but no inform-
ation available. The well is tight.

‘Section 4, a dry hole to the Morrow.

Section 9, dry hole.

Section 11, --

0 ’ Two dry holes in 9.

A Well, that's -~ yeah, two dry holes in
9, yeah,.

Q. Okay. -

- . Section 11, Amoco well, completed in

January, 1979, cumulative through November '81 was 130,590.
(Last month's production was reported
in October of '81. No November production reported. - The

total production for the year 1981 through Octbber, was

35,672,000. That's a 10-month production figure.
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13
Section 24 -- well, the well in Section

14, a San Andres well.
Section 24, well was drilled in 1973,
plugged and abandoned 1979. Had a cumulative of 2,888,000

Mcft.,

Section 25, well drilled and completed

.

in 1978. Cumulative production through November, 101(087 Mcf

Last reported production in October of
'81, no November production, |

Section 26, Morrow well completed in
1978, a cumulative through November '8i, 649,999.

| November's production, 7,360,000 Mcf.

Well in 27, Morrow dry hole. H

Morrow dry hole in Séction 36.

Primarily staying within the defined
1iﬁits of what we interpret as the Boyd Channel, a channel
sand going in a north/south direction, essentially, reviewing
these figures it's apparent that outside of the well in 34,
the Coquina well, at an estimated well cost of $800,000,
average price of $3.60 a thOusand, if you can get it, the

wells probably are not going to pay out or very unlikely

Q0 Mr. McCoy, we got started, and I over=-

looked some -- some questions to begin with.
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What is your profession?
‘m . I'm a consulting‘engincor and geologist|
{ And you're acting in that capacity on

behalf of Santa Fe Exploration?

A I am,

0. Have you previously testified before the
Commission and made your ~- your qualifications --

A I have.

0. ~-- gtated in the record?

A, I have.

0. You've practiced your profession in the

southeastern New Mexico and west Texas area for a good numbel
of years?

A, I have, since 1916,

Q. In your opinion is the Saﬁta Fe Explox-
ation well in the west half of Section 2 a high risk venturep

A, I would consider it so, in my opinion.

0 In its applicatiocn Santa Fe Exploration

is requesting certain supervision charges.

A Correct.
0. What are tiose?
‘A Santa Fe's operating agreement, whicn

s

has bPeen submitted to the parties, provides for a drilling

well rate, fixed rate, of $3000 per month, and an_operating

v

e
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charge on a prcducing well of $300 a month,

0. Are thesc amounts less than the amounts
suggested by Exxon?

A They are. Exxon's recommendation to
Santa Fe in their operating agreemént were $4170, drilling
well rate, and $417 a month>produwing well rate.

0. In your opinion, Mr. McCoy, would the

granting of this application be in the best interest of

conservation?
A It would.
0. Protect correlative rights and prevent

economic waste?
A, Yes,

MR. COOTER: ~That conclddes our direct
testimony.

We would offer Exhibits One through{Six
and the return redeipts from ail of those interest owners
who have not either farmed out or consented, evidenced their
consent by returning the AFE, |

MR. STAMETS: Okay, belatedly, let's

establish that the witness is qualified and we will accept

. the exhibits into the record.
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CROSS BXAMINATION

BY MR. STAMLTS:

0 And T presume, Mr, McCoy, you confirm

the request for 200 percent risk factor?
A I do.

VAR And that's based on your oxamiration.

of the wells in this area?

A, Yes, sir.-
0. wWhen did Santa Fe get this farmout?
A My preparation of data was commenced on

the 15th of February. I believe the trade would be at or
about that time, between the lst of -~ I'm going to say the

lst of February and the 15th.-

0 So Santa Fe really was not able to take
the normal route of trying to get voluntary agreement from
everybody, extending over a great period’of time.

A, | Well, over a —— yes,’over a great
period of time, right.

0. What response has there been to the

letter of February 22nd?

MR. COOTER: Mr. Examiner, we have re-

ceived the return approved AFEs from Robert M. Davenport,

J. M. Welborn, Jack Markham, Horseshoe 0Oil and Gas Corpor-

ation, and Nautilus Exploration, Inci) and J. H. Herd.
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2 Q. So some people have been able to take

3 action --

4 MR. COOTER: Yes, sir.

5 0 -~ on this at this time.

6 . e o s-- o MRoSTAMETS: . Any other.guestions.of ..

7] ’thi’Siwitness‘? Hemaybe excused. T

8 We have some correspondence from the --
9 one of the parties being pooled, they have asked us to put into
‘iO the record.

11 I'm not going to read the entire letter
12 but in the third paragraph -~ this letter is from Conrad E.
i3 Coffield; representing John H. Hendrix, et al, interesi in
14 this case.

15 He states that this was a very short

16 notice situation; that they are willing to enter into bona
17 fide negotiations in this matter but they feel that because
18 ~ of the short notice that the Division does not have juris-
19 diction in this case.

20 ‘They are opposed to the 200 percent

2% risk factor and are also opposed to the -- any non—étandard
22 unit in this case.

23 W Have you seen a copy of this letter?
24 ’ o , MR. COOCER: No, sir, I have not.

MR. STAMETS: Mr;-Ccoter, I would’hope
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gap that comes after a forced pooling order, but that isn't

18

that when you are =-- when you return to your office and sce
a copy of this letter that you might respond to it for the
record. |

MR. COOTER: Yes, sir.

MR. STAMETS: And this letter will be

entered into the record.

S PRUEVPESIR
SUMTE LD gt e B el e e

MR. Culrrex: iﬂﬁdﬁié”like to make oﬁé
request of the Commission. The reason for the speed with
which this was handled was explained as expiring leases.
Hovement had to be done and tﬁat's why  we proceeded as we
did, giving everyone notice last month of what was contem-
plated and -- and the filing of the application.

We would ask the Commission to act as
swiftly»as -- as it can, and if it is favorably inclined to
forcé pool the west half, that that be done as of this heariﬁg>
date so that those parties who have not joined in oxr farred

out their interest by today, which is the 16th, be force

pcoled. Equity, I think, calls for the fact that the partiep
should not be permitted to ride the well down before making

‘a decision, which, of course, is normally there is a time

going to be preosent here.

Thank you. Apvreciate being heard.

Is there anything further in this case?
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Cooter, that some of what you asked for would be highly un-
usual, although we have in the past bheen somewhat flexible
in the time allotted to -- to individuals to make up their

minds whether or not to join in a well.

ther, this case will be taken under advisement.

19

MR, STAMETS: 1 would point out, Mr,

We will give yocur request consideration.
MR, COOTER: Thank you.

MR, STAMETS: If there is nothing fur-

(Hearing concluded.)

7‘,5; i S B j::} S
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ohn"H. Hendrix,

Protestants

*NOT LICENSED IN
TEXAS

SAN

Mr, Joe Ramey, Director
0il Conservation Division
Post Office Box 2088

Santa Fe, New Mexico 87501

et al

Dear Mr. Ramey:

This letter is submitted on behalf of John H. Hendrix,
Estoril Producing Corporation, Cal-Mon 0il Company and the
other owners of the leasehold underlying SE%NW% Section 2,

Township 20 South, Range 25 East, N.M.P.M., Eddy County, New

Mexico, containing 40 acres, more or 1less.
Mr. Hendrix, et al, respectfully protest the Application
of Santa Fe Exploration Company for compulsory pooling and
R the alternative non-standard proration unit sought in the
Ry above referenced case. Accordingly, we request that a copy
"+ of this letter be made a part of the record in this case,
and we also request that the record reflect that our law

firm represents the protestants in this matter.

Due to time constraints, Mi.‘Hendrix, et al, have been
unsuccessful in obtaining the services of an expert to
testify on behalf of-the protestants. ' Thus,

are unable on such short notice to formally present a case
in opposition to the applicant at this time.

However, it

the protestants
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Mr, Joe Ramey, Director -2~ March 11, 1982

should be noted that 'now and at all times in the past, the
protestants stand ready, willing and able to negotiate in
good faith with the applicant in this case for acceptable
terms of a farmout or joinder arrangement with the applicant
for the drilling of the well in question. Applicant has
been unable or unwilling to enter into such bona fide neyo-~
tiations. Absent such a bona fide effort on the part of
applicant, it is our position that applicant is not entitled
to invoke the jurisdiction of the Division for a hearing on
March 16.

If the Division assumes jurisdiction of this case,
then with respect to the relief sought by applicant, we
strenuously object to the imposition of a 200% risk factor.
The 0Oil Conservation Division records will reveal the
existence of a recently drilled Morrow well as an immediate
westerly offset to the tract in question in this case. The
wel)l control information on the offset well, copies of which
are available from 0il Conservation Division files, will
reveal the offset well to potentially be a prolific pro-
ducer. Due to the close proximity of the well propesed:by
applicant to the offset well, it is highly probable that a
well of similar quality can be drilled on the W% of Section
2. Accordingly, a 100% risk factor would be the maximum
which the Division should consider.

We note w1th special interest and amazement the extraor-
dinary alternative relief sought for a nonstandard proration
unit of less than 320 acres if a 200% risk factor is not
approved. We find neither statutory nor regulatory
authority or precedent for this unique approach, Indeed,
granting such relief would be a patent violation of correla-
tive rights. " We direct the attention of the applicant and
the Division to the provisions of Section 70-2-18 N.M.S.A.

-1978. This section imposes a duty on the Operator of an oil

and gas well to either obtain voluntary agreements pooling
lands within a standard proration unit or tc obtain an Order
of the Division pooling the lands. The laws of New Mexico




Mr, Joe Ramey, Director -3~ - march 11, 1982

do not authorize the issuance of an Order excluding lands
from a standard proration unit where the Order is predicated
merely upon the fact that the excluded lands belong to non-
participating owners,

Very truly vyours,

HINKLE, COX, EATON,
COFFIELD & HENSLEY

Co S5
A m Gy D

Conrad B. COffield

CEC:rh

xc: ‘Mr. Richard Stamets

Xxc: Mr. Dan Nutter

Xc: Mr. Perry Pierce

XCc: Mr, John H. Hendrix

xc: Estoril Producing Corporation
XC: Mr. Paul Cooter

XxCc: Cal-Mon 0il Company
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SALLY . BOYD, C.SR.

4

Rt. 1 Box 193.B.
Santa Fe, New Mexico 87501

Phone 7708) 455-7409
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CERTITFICATE

T, SALLY W. BOYD. .C';;—‘LR.,' IS I RnRYy CET‘.TIF‘“Y‘ that
the foregoing Transcript of learing Lefore the 0il Conserva-
tion Division was reportecd by mc; that the said transcript

is a full, true, and correct record of the hearing, preparcd

by me to the best of my ability.
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BRUCE KING

LARRY KEHOE

STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

OlL CONSERVATION DIVISION

POST OFFICE BOX 2038
STATE LANDO OFFICE BUILDING
SANTA FE, NEW MEXICO 875N

April 2, 1982 (505 827-2434
Mr. Paul Cooter Re: CASE NO. 7514
Atwood, Malone, Mann & Cooter ORDER NO, KR-6937Z
Attorneys at Law
P. 0. Drawer 70N
Roswell, New Mexico 88201 Applicant:

Santa Fe Exploration Co.

Dear Sir:

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

‘Yours very truly,

L
.y
L

" JOE D. RAMEY
Director

JDR/fQ

Copy of order also sent .to:

Hobbs OCD b

Artesia OCD X )
Aztec OCD v

Other




i STATE OF NEW HEXICO :
; ENERGY AND MINERALS DEPARTHENT
Aob 0IL CONSERVATION DIVISION

IN THE MATYE" OF THE HEARING
CALLED 8Y THy, 0IL CONSERVATION
DIVISION FOR'fHE PURPOSE OF
CONSIDERING:

CASE NO. 7514
Order Ne. R-6932

APPLICATION OF SANTA FL EXPLURATION
CO. FOR COMPULSORY POOLING, OR IN
THE ALTERNATIVE A NON.STANDARD
PRORATIUN UNIT, EDDY COUNTY, NEW
MEXICO,

QRDER OF THE DIVISION

BY THE DIVISION:

‘ This cause camoe on for hearing at 9 a.m. on Harch 16, 1982,
“at Santa Fa, New Mexico, before Examiner Richard I.. Stamets.

= NOW, on this___ jgi day of Aprii, 1982, the Division
“Directer, having counsidered the testimony, the record, and the
reconmendations of the Examiner, and being fully advised in the

promises,
FINDS:

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

, (2) That the spplicant, Santa Fe Exploration Co., seeks
“an ordsr pooling all mineral interssts in the Parmo-Penn,
‘Stravn, Atoka and Morrow formations underlying the W/2 of Sec~
tion 2, Township 20 South, Range {5 East, NMPM, Eddy County,
New Hexico.

. (3) That the applicant has the right to drill and proposes
to dril) a well at a standard location thereon.

: (4) That there are interest owners in the propased proratian}
‘urnit who have not agreed to pool their interests.

(5} Thst to avoid the drilling of unnscessary wells, to
_ protect correlative rights, and to afford to the owner of each
i interost 10 gsaid unit the opportunity to recover or receive

-withaut unneceasary expense his just and fair share of the gas
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in seid poul, tho subjszel applization shyald Lo approvad by
pooling all wincral inlerousts, whatavur thoy way bo, within
said unit.

(6) That ho applicant should be dusignated the operator
of the aubject woll and unit.

{7) Tnat any non-consenting working antorcei owner uhould
be affordod the opportunity to pay hia shore of osstinated well
costs to tho oposrator in ideu of paying hia zhare of rnaaaneble
voll costy out of production. _

(8) That any non-consonting working intoraeat ownoer who
does not pay his share of estimatod well cousts should have
withheld From production his share of tho rousonable well costs
plus an additional Z00 porcent thersof a3 a roasonable charge
for the risk involved in the drilling of the well.

(2) That any non-consonting interest owner should be
affordod the opportunity to object to the actual wall costu
but that actual woll costs should bo adopted as the recasonable
wall coste in the ubsunce of such objectiaon,

(10) That following dotermination of roasonable well costs,
any non-consenting working interest owner who haas paid hils
share of estimated costs should pay to the aporatar any amount
thut reasonable wsll costs oxceed estimated woll costs and
should receive from tho operator any amount that paid catinated

‘woll costls oxceed reasonable wsll costas.

_ (11) That $3000.00 per month while drilling and $30G.00

per month while producing should be fixed as reasonable chargas
for supervision (combined fixced rates); thalt the operator should
be authorized to withhold frow productioen tho proportionste share
of such supervisgsion chargoes attributable to e¢ach non-consenting
working intereat, a4 in addition thereto, the operatoxr should

be authorized to withhold from production the proportionste share
of actual expenditures required for operating the aubjsct woll,
not in excess of whal are reasonable, attributable tec cach
non~consenting working interest.

{(12) That oil proceeds from productian fram the subjact
well which are not disbureed for any reason should be placed
in eacrow to be paid to the true ownepr chereof upun . dewnand and
oroof of ownership.

(13) That upon the failure of the operator of aaid pooled
unit to commence drilling of the wall to which said unit is

oy .

-?$§i;
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dedicated an or before July 3, 19682, the ordoer peoling najd
unit should heecone null and vold und of ny effoct vhatooever.

(14) That thore vs no festirony presented roletive to
applicant's alternativs application for apprava) of a naon-
standard proration unit and that portion aof the subject appli-
cation should be diamissed.

1T 15 THEREFORS OROERED:

(1)} That all minera) interests, whatevar they may bae,
in the Permno-Penn, Strawn, Atoka and Morrow fcrmatisne under-
lying the W/2 of Soction 2, Township 20 South, Range 25 East,
NMPM, Eddy County, New Moxico, are hereby pooled to form a
standard 320-scre geas spacing and proratiorns unit to he dedi-
cated to o well to be drilled at s standerd location thereon.

PRAOVIDED HOWEVER, that the operator of sail unit shsll
commence the drilling of said wall on or bufore the first day
of July, 1982, and shell thereaftsr continue the drilling of
saicd well with due diligence to & depth aufficient to test the
Vol fcamp and Pennsylvanian formations;

PROVIDED FURTHER, that in ths event said cporator does not
commence the drilling of said well on or before tho first day
of July, 198Z, Order (1) of this order shall be null and void
and of no effect whatspever, unless said operator cbtains a
- time extension from the Division for good crusa shawn.

1 PROVIDED FURTHER, that shguld auld well not be drilled to
‘completion, or abandonmant, within 120 days after commencement
“thereof, sald operator shall uppear hefore the Division Director
and show cause why Order (1) of this order should not be rescinded.

(2) Thst Sants Fe Exploration Co. is hershy designated
~the vperator of the subject well and unit.

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

(4) That within 30 days from tho date the schedule of
- estimated well coats is furnished to him, any non-consenting
‘working interest awner shall have ths right to pay his shars
‘of estimated wsll gosts to the operator in lleu of paying his
share of reaaonablo wall costs out of production, and that any
~such owner who paya his share of estimated well costs au pro-

RS 0 T O R R W e 2
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vided above shall remain liabls for operating cnstas but shall
not be liable for risk chargen.

(5} That the operator shall furnish the Diviston and each
known working intereat owner an itsemized schedule of asctual wall
cogts within 90 days following completion of the welly thut if
no objection to the actual well costs i3 received by the Division
and the Division has not objected within 45 days following receipt
of said schedule, the actusl well costs shall be the reascnable
wall costs; provided however, that if there i2 an sbjection tn
actusl well costs within said 45-dey period the Division wilil
determine reasonable well costs after public notice and hearing.

(6) TYhat withir 83 days following detsrmination of reusor-
abia well costs, any non-consenting working inktersst owner who
haa paid his share of estimeted costs in advence asg providad
above shall pay to tho operator his pro ratas share of the amount o
that reazonable 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,

Srwpei

(7) That the operator is hereby authorized tu withhold
the following costs und charges from production:

{A) The pro rata share of reasonabls well costs
attributable 1o sach non-consenting working
interest owner who has not paid his share of
estinated well costs within 30 daye from the
date the schedula of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the
driiling of the well, 200 percent of the pro
rata share of resssonable weil costys attribu-
table to sach non-consenting working interest
owner who has not peid his share of estimated
well costs within 36 days from the date the
schedule of estimated well costs is furnished
to him,

(8) That the operator shall distribute said roats and
charges withheld from production to the parties wWiig advnncod
‘the wall costs.

; (9) That $3000.00 per month whilo drilling and $300.00
‘per month while producing are hereby fixed as reasonable chargss
‘for supervision (combined fixed rates); that the nperstor is
“hereby authorized to thhhold from production the. proporticnate
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share of such sugarvision charges attributable to each nan-
consenting working intereat, and in addition thersto, ths
operator is heredy asuthorized to withhold from production the
proportionate share of actual expenditures required for operating
such well, not in excess of what are reascneble, sttributable to
each non-consenting working interest.

(10) That any unsevered mineral interest shali be considsrad
& saven-aighths (7/8) working Interast and a ono-sighth (1/8)
royalty interest for the purpoas of allocating costs and charges
under the terms of this arder.

(11) That any well coats or charges which sre to be paid
out of production shall be withhald only from the working
interests share of productiorn, and no costs or charges shall
be withhald from production attributable to royalty interesats.

(12) That all proceeds from production from the gubject
well which are not disbursed for any resson shall immediately
be placsed in escrow in Eddy County, New Mexico, tn be paid to
the true owner thoereof upon demand and proof of ownershipj that
the operator shall notify the Division of the name and address
of said escrow agent within 30 days from the date of firet
deposit with said escrow agent., :

(13) That that portion of this cass seeking, in tha alter-
native, dpprovel of a non-standerd gas proration unit is hareby
dismissed.

, (14) That jurisdiction of this cause is rstained for the
entry of such further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated. )

JATE OF NEW MEXICO
0AL CONSERVAT DIVISION

. , s ,
YL AMEY
+/ Director




ATWOOD, MALONE, MANN & COOTER

A PROFESSIONAL ASSOCIATION

LAWYERS

CHARLES F. MALONE
AUSSELL U.MANN
PAUL A.COOTER
30B F. TUANESR
JOHN W, BASSETTY
JEFF D.ATWOOU {1803-1960] RODERT E. SABIN
ROSS L. MALONE [1910-1574) BRIAN W.COPPLE

STEVEN L.BELL

WILLIAM P. LYNCH
ROONLY M. SCHUMACHER
R.TRACY SPROULS

P.O. ORAWER 700
SECURITY NATIONAL BANK BUILDING

ROSWELL, NEW MEXICO 88201
[co5] e22-8221

March 18, 1982

Mr. R. L. Stamets

0il Conservation Commission
P. O. Box 2088 :

Santa Fe, New Mexico 87501

Case 7514: Application of Santa Fe
Exploration Co. for Compulsory Pooling,
Eddy County, New Mexico .

RE:

Dear Mr. Stamets:

On my return to Roswell after the March 16 hearing,

Mr. Coffield's letter dated March 11 was on my desk. The

envelope bore the Midland, Texas postmark of March 15.

- Our preliminary record check disclosed that the operat-
ing rights under State Lease LG-6258 covering the SEXNWY% Sec-
tion 2 are owned as follows:

Cal--Mon 0il Company

John H. Hendrix

Estoril Producing -Corporation
*J¢y H. Herd

Barnes Adelante Trust

*Jack Markham

*J. M. Welborn

Kastman 0Oil Company

*Robert M. Davenport

Ernest Angelo, Jr.

A. G. Kasper

Obrien-Goins Engineerinyg, Inc.
Joe R. Henderson -
*Horseshoe Drilling Corporation
*Nautilus Exploration,’ Inc.
Barnes Adelante Trust No. 2
Robert L. Monachan

A. T. Carleton

McCes, Inc.

6.0050%
12.5000%
12.5000%
10.0000%

8.5714%

5.8340%

5.8330%

5.0000%

5.0000%
5.0000%
5.0000%
3..5000%
2.3330%

5, 1.6665%

1.6665%
1.4236%
1.0000%
©0.5000%
6.6670%
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Mr. R. L. Stamets ~2- March 18,,1982

As you will note from Exhibit 2, Cal-Mon 0Oil Company
acting by Pobert L. Monaghan, executed the Communitization
Agreement. Those marked by the asterisk have indicated their
desire to participate in the drilling of the well by approving
the AFE which was mailed to one and all by my letter of February 22,
and returning the same to Santa Fe Exploration Co.

For the Commission's file, enclosed herewith are photo-
copies of the return receipts from all the other interest owners,
hereinabove named.

Several discussions have been had between Santa Fe
Exploration Co., Mr. Monaghan (presumably both in his individual
capacity and on behalf of Cal-Mon 0il Company) and Estoril Producing
Ccrporation. So far as we know, other than some expression from
one of the interest owners that it would like to be operator, the
only matters of discussion have been minor points of differences
in the proposed Operating Agreement. Substantial agreement has
been had on the proposed Operating Agreement between Santa Fe
Exploration Co., Exxon, Monsanto, Morris Antweil and Mountain States
Petroleum. '

There have been no objections to the AFE. There was no
disagreement for the drilling of the well, or the dedication of
the W% of Section 2 as the proration unit.

Turning next to Mx. Coffield's statement about information
from the cffsetting well, that is the well drilled by Chama in the
SE% Section 3, Mr. McCoy again checked with your Artesia office and
as of March 17, the last report filed for this well indicated the
total depth to be 9,800 feet, and the operator was waiting on com-
pletion. Mr. McCoy reaffirms his testimony that, based on all evi-
dence available to him, the proposed well in the W% Section 2 remains
a high risk venture. -

I recognize that our prayer was an unusual one, but the

Applicant does request that all those interests in this small 40-acre
tract which have not indicated their desire either to participate

in the drilling of the well or farm out prior to the hearing date,

or the date of the Order, or no later than the date. of encountering
the first potential pay, the Atoka formation, expected on or about
“March 28, be force pooled, and subjected to the maximum 200% risk
factor allowed by statute,

Respectfullyp;,vl

< . [ »/> <7 e
. Paul Coote¥
PC/1le
Enc.

cc: Conrad E. Coffield, Esqg.
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@® SUNDER: Complete iteqn 1.2, anmd 5. .
Add your sddiess in the “RETURN TO™ space on
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1. The following service is requested (check one).
f{] Show to whorn and date delivered...... ... 15¢
[[] Show to whorm, date, & addiess of delivery.. 35¢
i '} RESTRICTED DELIVERY.
Show to whom and date delivered............ b5¢

8 RESTRICTED DELIVERY.

Show to whom, date, and address of d(hvcr) . ‘_’
"7 ARYICLE ADORESSEO TO:
Esteroil Producing Corp.
1100 Vaughn Bldg.
Midland, Texas 79701

"3 ARTICLE DESCRIPTION: -
REGISTERED NO. | CERTIFIED NO. INSURED NO.

3664670 -
(Always obtaln signature of addressee or agent)

I have received the article described above,
71 Addressce {1 Aulhonzud

N s Jii
z(nuf¢»?i>my6/ G?Q{/,‘

5. ADDRESS (Complete only if uq;:u!o{)i

e,
>

6. UNABLE 1O DELIVER BECAUSE:

T3 6P 10-203-458
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© SENDYR: Complete stems 1, 2, and 3.
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1. The [olh‘\wing service is requasted (check onc).
§.) Show to whom and date delivered............ 15¢
(7] Show to whoin, date, & address of delivery.. 35¢
[[1 RESTRICTED DELIVERY.
Show to whom and date debivered... ... %Y
(7] RESTRICTED DELIVERY, N
Show to whom, date, and address of delivery 85¢

2. AR\'ICLC .\ODRESSFO T0:
John H. Hendrix
525 Midland Tower

_Midland, TX 79701
3. ARTICLE DES»R!PTION

REGISTEREC NO. CERTIFIED NO. l INSUREOD NO.

3664671

(Always obtain signature of addressees or agent)

5. ADDRESS (Compiote only if requstte \Q
SRS

I have received lhc article described above.
SIGNATURE \dd essee {73 Authorized agent

DATE OF D ’LIVERY
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@ SENDER: C%:Ep!«c iteens 1. 2, a0d 3
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3| @ SENDER: Complete items 1. 2, and 3.
> Add your 2ddress in the "RETURN TO™ space on
S reveise.
&} 1. The following service is requested (check one).
'; (E Show to whom and date delivered............ 15¢
] [ Show to whom, date, & address of delivery.. 35¢
§] [ RESTRICTED DELIVERY.
Show to whom and datc delivered.......... . 65¢
{] RESTRICTED DELIVERY. : ™
Show to whom, date, und address of delner)@

your address in the “RETURN TO™ spacc on s
LEVErse» -
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2. ARTICLE AODRESSED TO:
Kastman 0il Company
2420 Quaker, Suite £
Lubbock, TX 79410

1. The following service is requested (check one).
&) Showr 10 whom and date delivered.........c. 15¢
[[) Show to whom, date, & address of delivery.. 35¢
D RESTRICTED DELIVERY.

Show 10 whom and date delivered......o... @351“
[] RESTRICTED DELIVERY. . %
Show to whom, date, and address of delivery

3. ARTICLE OESCRIPYTION:
REGISTERED NO.J CERTIFIED NO.

3664676

INSURED NO.

2. ARTICLE ADDRESSED TO:

Barnes Adelante Trust
p. 0. Box 505
Midland, TX 79702

{Always obtaln signaturs of oddr“iu or agent)

3. ARTICLE DESCRIPTION:
REGISTERED NO. CERTIFIED NO.

3664673

INSURED NO.

I have reseived the article:described above.
SIGNATURE | [ Addicssce [J Authorized agent

KA C Lo

(Always obtsin signature of sddresses of sgent)

DATE OF “DELIVERY POSTMARK
-2 ¢-pPe—

5. ADORESS (Complete only if requested)| -
/{; "
6. UNABLE TO DELIVER ssmusi:

1 have teceiyed the article described above,

SIGNAY / Addresszee ) Authorized agm nt
S, eley,
DATE &‘DELW‘RY /‘%smmx '

5. ADORESS (Complste only if requested)

021411430 ONY O3dASNI ‘GIILSIOIY “Ldi303Y NUNLIY

i

6. UNAALE TO OELIVER BECAUSE:

B e e e T R B N LT

i

‘—v““,‘",-'f‘,‘.' ot

!




bets oot

i cond

T T T I i S R

wiog $

e

v
IS

9267 EK L

© SENDIR: Complete atemy b2, amd y
Add yous sddeess a the ”

W EIse,

“RETURN T space on

1. ‘The following segvice is requested (cheek one).
&} Show 1o whom and date delivered............
j Show to whom, date. & addiess of delivery..

] RESTRICTED DELIVERY,
Show to whom and date delivaed. bhy

i RESTRICTED DELIVERY. . |
Show to whom, d.m\, and address of delivery d

35¢

7 ARTICLE ADDRESSED 70

A. G. Kasper

801 First Nat'l Bark Bldg.
Midland, 17X 79701

3 ARTICLE DESCRIPTION
REGISTERED RO, CERTIFIED NO.

3664679

(Always obtnfn signature of addressee or agent)

INSURED NO.

I have received the article described above.
SIGNATURE -© ] Addressce {1 Authorized agent

%/w 2

ADDRESS (Complatas only if nquosud)
SR

!
\

/o

. UN DELIVER BECAUSE: * - | "CLERK'S
6. UNABLE TO DEL B SFALS
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your address in lhe
téverse.

“RETURN TO" space on

. The following service is requested {check one).
] Show to whom and date delivered............ 15¢
(7] Show to whom, dalc, & address of delivery.. 35¢

i RESTRICTED DELIVERY.
Skow to whom and date delivered.............

{7} RESTRICTED DELIVERY.
Show to whom, datc, and address of delivery

65¢

2. ARYICLE ADDRESSED TO:
Joe R. Henderson
308 N. Colorado
Midliand, TX 79701

3. ARYICLE OESCRIPTION:
REGISTERED NO. CERTIFIED NO.

3664669

INSURED NO,

(Always obhfn signaiure of hddﬂ;st‘ or agert)

I have received the article described above,
SIGNATUKRE 3 Addressce {J Authorized agent

Pl Do MD”\

DATE OF DELIVERY | )

-2 @ &

5. ADDRESS (Complete only if requestedy],

6. UNABLE TO DELIVER BECAUSE:

Bt siebiyn inioll
i 4 @ SENDYR: Comnplete itemns 1. 2, and L-»
‘:" ) szx‘l",‘o':r addicss in the “"RETURN TO' space on
' & The following service is requested (check one}d.
‘; [R] Show to whom and date delivered............ 19¢
z {T] Show ta whom, date, & address of delivery.. 35¢
§ [[] RESTRICTED DELIVERY.
Show to whom and date delivered............. ¢ ]
] RESTRICTED DELIVERY. Q‘W
hizisenond "~ Show to whoin, date, and addyess of delivery 85¢
.
5 "2 ARTICLE ADDRESSED TO: T
' = Ernest Angelo, Jr.
b 200 Gihls Tower HWest
__Midland, X 7870] o
3. ARTICLE DESCRIPTION}
REGISTERED NO, CERTIFIED NO. INSURED NO.
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3664678

(Always obtaln signature of addresses or agent)

[ have received the article
{7 Addressce

icmwu RE
R
. ;é}gqu

O]

-

DATE OF osuvu@ A ARK
5. ADDRESS (Completo only if requested) o
R
7 ~',J‘v47 {
5. UNABLE TO DELIVER BECAUSE: CLERK'S, -\,
IRITIALS;<
LSt

¥r GOP X -O-203-4%6

£ R AT NS MMM I T S AL B DINP AT b 33 Tt DT
&| @ SENDER: Coaplcte items 1. 2, and 3, .
- Add your 2ddzess in the “RETURN TO" spice on
5 reveese,
& 1. The following service is requested (check onc}.
= [ Show 1o whom and Jate delivered........_... 15¢
::" [} Show to whom, date, & address of delivery.. 35¢
ﬁ D RESTRICTED DELIVERY.

Show to whom and date delivered.............

{3 RESTRICTED DELIVERY.
Show to whom, date, and address of dchvcx

2. ARTICLE ADDRESSED TO:
Obrien-Goins Engineering, -

300 MNB Tower
Midland, TX 79701

3. ARTICLE DESCRIPTION:
REGISTEREO NO.} CERTIFIED NO.

INSUREO NO.

3664680

(Alwsys obtaln 2ignsture of sddresses or agent)

I have received the article described above. .
SIGNATURE {1 Addressce {J Aughorized agent

4. iézfd, J g/ﬁ,e y

OATE OF DELIVERY POSTMARK

S. ADDRESS (Complete only it requested)

,4

6. UNABLE TO DELIVER BECAUSE:

[T

el

iy

R

sy =




£

ELUIR YR P

E

:

YW OA3LU30 ONV OIYNSNI 'TIWTUASIDIY “Li13D34 NHﬁ.LBl;J

;
]

9161 W ‘{18F w0y Sd

o R e RIS KRV - K el o™ B Pt 0 s S P P B R B

9L6Y

° SENDIR: (n:np!tlr Hans L2, aad
Add your addiess in the
{3142

“RETURN TO space on

1. The following service is requested {cheek one).
[g Show to whaoin and date delivered............ 15¢
[} Show to whoin, date, & address of delivery.. 35¢
[_} RESTRICTED DELIVERY.
Show to whom and date delivered L by
[ ] RESTRICTED DELIVERY. ’
Show to whom, date, and address of delivery 85¢

-

2. ARTICLE ADDRESSED TO:
RoberL L. Monaghan
.0O. Box 2066
Mldland TX 7970?
3. ARTICLE OESCRIPTION:
REGISTERED NO. | CERTIFIED NO.

3664665

(Always obtaln signature of sddresse® or agent)

INSUREOD NO.

—

1 have received the article described above,
SIGNATURE 1 Addressce {7 Authorized agent

'T;;é'TMiR;{/ '\‘“
FEB G
25

1982

OATE OF DELIVERY

5. ADDRESS (Complete only :1 :oquosled)

et

~——

€. UNABLE TO DELIVER BECAUSE: CLERK'S

INITIALS

3T GOP: 13760203456

gt

P R T

@ SENDER: Complete items 1. 2, and 3,
Add yout address in the ”
reverse. N

‘RETURN TO 3pace on

1. The following service is ‘.equcstcd, {check onc).
K] Show to whom and date delivered............ 15¢
{] Show to whom, date, & address of delivery.. 35¢
{7] RESTRICTED DELIVERY.

Show tv whom and date delivered.............

['j RESTRICTED DELIVERY, iy,
Show to whom, date, and address of delivery

2. ARTICLE ADDRESSED TO:
McCes, Inc.

P. O. Box 3580
Midland, Texas

3. ARTICLE DESCRIPTION:
REGISTERED NO. | CERTIFIED NO.

3664663

79702

[ INSURED NO.

‘“fﬂ aINIL¥ID OGNV O3UYNSNI "Q3YIASIONY ‘1413038 NENL3Y

{Always obtaln slgnature of addressee or sgent)

1 have reccived the article described above.
SIGNATURE [J Addressce [ Authorized agent

- (:\QSLQLL»JVVV\-

AN
OATE-dF DELJVERYY POSTMARK
D. - j- ’ ”(f; L

;. ADDRESS (Complete only it requested)

CLERK'S
IN LS

6. UNABLE TO DELIVER S8ECAUSE:

R

L CoRi DO 205:458

S
Pl
WM‘;‘)"’\}NI)FK Compklt iteny b2, and s ]
o Add your zdduss m the "RETURN 10" spice on
: 3 1‘\(“)&‘ o
&1 1. The following service is requested {chect one).
1% ¥} Show to whom and date delivered............ 153¢
5 {7] Show to whom, date, & address of delivery.. 3%¢
3 [] RESTRICTED DELIVERY.
Show to whom and date delivered .. . bhy
[_:] RESTRICTED DELIVERY. *
Show to whom, date, and address of delivery gay
[ 2%
"t o} 2. ARYICLE AooRESSEO YO:
- Barnes Adelante Trust No. 2
} y%] P.O. Box 505
~ {&].midland, TX 79702
{8 3. ARTICLE DESCRIPTION:
) ] 3 REGISTERED NO. CERTIFIED NO. ' INSURED NO.
: ' | 36564666
; (Alwnys obisln signature of addressee or agent)

\ SIGNAT

1 have r civ,cd the article described above.
711 Addressee {) Authorized agent

zf/” az;/§7 ?ﬁfggi_f

OATE OF OELIVERY POSTMARK
5. ADK;RESS (Complste only if requested) . ’
gt

qUVK A31AUIO GNY CIUNSN! ‘0343 LS193Y

6. UNABLE TG DELIVER BECAUSE:

V4

W GOP: 19 O-203-458

o i 1 . LS . A

T

o

|
[
o
“r
-
-
E
L4
i &
=
=~
X
-»
Il
—
(4
~
<

@ SENDER: Complete itemy 1 2, and
Add your addiess in lhc RETUR\Z T0O*
everse,

spice on

1.- The following service is requested (check onc).
{X] Show to whom and date deliveres............ 15¢
[C] Show to whom, date, & address of delivery.. 35¢
[7) RESTRICTED DELIVERY.

Show to whom and date dclivered.............

(] RESTRICTED DELIVERY.
Show to whom, date, and address of delivery 85¢

2. ARTICLE ADDRESSED TO:

A. T. Carleton

P. 0. Box 293
"Midland, TX 79702

3. ARTICLE DESCRIPTION:

REGISTERED NO. [ CERTIF{ED NO. INSURED NO.

3664664

(Alwtyuhlri -Ignaluu ot nddnmo o agenl)

5. ADDRESS {Complete only if {-qyo:lnc&
i
\

.

6. UNABLE TO DELIVER BECAUSE:

S PERI R P s

;
|
i




Pursuant

APP ROVAL - "(,E}(T l}!t Catien it Rt HATION

to the authority vested in the Secretary of the Interior under

Section 17(j) of the Mipneral fLeasing Act of 1920, as amended (74 Stat. 784;
30 U.S.C. 226(j)), and delegated to the Depuly Hinerals Managers, 0l &
Cas, Minerals Minagement Service, | do hereby:

A

Approved:

Effective: february 15, 1982

Contract No.: ;gf;?hh

Approve the attached communitization agrceement covering the
Wi sec. 2, T, 20 S., R, 25 €., N.M.P.#H,, Eddy County, Hew

Mexico, as to dry gas and associated liquid hydrocarbons
producible from the Morrow formation.

Determine that the Federal lease or leases as to the lands
committed to the attached agreement cannot be independéntly
developed and operated in conformity with the well-spacing
program established for the field or area in which said lands
are located, and that consunmation and approval of the agree-
ment will be in the public interest.

Certify and determine that the drilling, producing, rental,
minimum royalty and royally requiremeats of the Federal lease
or leases committed to said agreement are hereby established,
altered, changed, or revokad o conform with the terms ‘and
cenditions of the agrecment. ;

A, Do

Minerals Management Service

I M e W11 A B M T Ay 4

N
REFORE {ary

2y
<t

CASENO., S/

Sebmiled by

w8 L Sek ot Botm

PEFOR L STAMETS
CiL CONSEVATION DIVISION

EXEILIT NO._ 2

- ——— e g

N s A —————

FOR beﬁz}y Mineralg'ﬁanager, 0il and Gos

T e Ty )

earayy Daje
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NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL
COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
SANTA PE EXPLORATION COMPANY~EXXON STATE COM WELL 0. 1
EDDY COUNTY, NEW MEXICO

7 Section 2, Towmship 20 South, Range 23 East~MORROW Pornation - 320.78 Acres

There having been prescented to the undersignad Commissioner of Public Lands
of the State of New Mexico for examination,the attached Agreement for the de-
velopment and operatiorn of acreaie which is described within the attached Agrec~
ment, dated February 13, 1982 , which has been executed, or is
to be executed by parties owning and holding oil and gas leases and royalty in-
tecests in and under the property described, and upon examination of said Agree-
meint, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of 0il and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement, the State of New Mexico
will receive its fair share of the recoverable o0il or gas
in place under its lands in the area.

¥
c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable oil and gas under its lands within the area.
(d) That such agreement is in other respects for the best

interests of the State, wirh respect to state lands.

NOW, THEREFORE, by virtue of the authority conferred upon me under Sections
19-10-45, 19-10-46, 19~10-47, New Mexico Statutes Annotated, 1978 Compilation,
i, the undersigned, Commissioner of Public Lands of the State of New Mexico,
for the purpose of more properly conserving the oil and gas resources of the
State, do hereby consent to and approve the said Agreement, and any leases
embracing lands of the.State of New Mexico within the area shall be and the
same are hereby amended to conform with the terms thereof, and shall remain
in full force and effect according to the terms and conditions of said Agree-

ment. This approval is subject to all of the provisions of the aforesaid

statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this __ 26th.  day of ebruary 19

/Z/ Z /4//4{//

COMMISSIONEROF PUBLIC LANDS”
of the State of New Mexico

oc% ~37
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CRTNITIZREON A6
Scﬁ~&#¥

THIS AGREMMINT cnrtered into as of the 15th day of Pebronry, 1952

and between the pavties subseribing, ..xthvz 1} or ums:(':'xtingg hevero, such
cavties being hereinafrer veferred to as Mparties hereto';

ML T ESSETH: ‘

, th ¢ of February 25, ]970 G) Stav. 437, as omended by

S ) ¢ ACL O ¢ Y
4
Che Ao oof Aupust 8, 1') 6, 60 Star. 950, 30 U.S.C., Sces. 181 LR sen. authorines
L ration or :3:'1111.\9 auvertents con x“:-ummng or ponling o federal il and
wan Yease, ov any portion ';!'v.x.noL with other lands, whothoer or non eoned i

iwed States, wvhen senarate tracts under such federal lease camol '::c

nuly (‘e\rclopm. and operated In cenfomnity with an cestablishoed

el k
wn for the F‘ﬂl(: ov arcg and such conmmitization or pooling is LJ:L& 3,!‘:,'.3'.'&} Lo
e dn the public Iintevest; and

LHEIEIAS, the (iw"ri:"o-wr of Public lands of the State of Mow boxico

ed by Acts of Togislarure as set forth in the New Mexico Statures

1978 ‘o::;ila;:foza, v oconsent to and approve the developent or opcrarion
mds under agreenents wade by lessces of State land jointly or :—‘.r_\'cr'zlly
lessces of State lands, \.'J.Lh lessees of the United Staves, or aich ovhers
greements are decerinined to be for the best interests of the Svate:; and

WNEREAS, the par
'Isz:'u:'cscg, or o;x::'ating vi
: ent viich canno
- well-spacing m
aved; and

les hereto own working, voyalty or other leaschiold

nes wnder the oil and ms Tcases and lands subioct €0
be indep “d(,‘htl)’ (L\'e]op( d and cperatad in conionnity
aYam Cesta b‘ ished for the field or amrea in which said lands

“
¢}
HES
T
(AN

WHERFAS, the parties nereto desire Lo commuvitize and pool theiy
espective mineral interests in lands subject to this agreement for the plupose
\,: u«.lo“ing and producing dry ges and associated hquxd hydrocarbons in
~ccoréance with the terms and conditions of this agreument

~ NOM, THEREFORE, in considerztion of the pramisces and the sutual advent-
ages o the parties hu.cLo, Lt ks natually covenanted and agreed by and between
the paercies hereto, as follows:

1. The lands covered by this agrecnxent (heveiralter reforred to as

Usommmitized avea') ave described as follows:

T-20-5, R-2 .I,“-i_}lﬂ_

Su.cLlon n 2: ../!.

Eddy County, New Mexico

containing 320.78 acres, more or less,

cad this agreement shall extend to and include oniy the Morrow Formicion w -.dc -
i)"'m said la 1ds and the dry gas and associated hquxd hydrocarbons (hercinal
rred to as "‘commmitized substances') producible. from such formition.




2. Attached bereto, and wade o ol of thin agrcenent for all 1'{::‘-»
sen, 1u Exhibic A desi; 1:11‘311“ the operator of the con

anitized area um show-

s the acrenge, and the gener .np of Il ond pr interests dn all Tards within
ooconnnmd tized avea, ;,:stni !M, aoutharisntion, i oy, Yoy connunit ,' sine o opasl-
coany patented or fou honds within the camamitived area, :

1

3.0 All matters of operation shall be govermed by the operator waader
Goparsuant to the temns wd provisions oy this Qprecient. A SUCCesEor operator
s b desipnated by the caners of the working interest in the compamitized arca
sour (&) exceuted copivs of a Desipgnation of Successor Operator shall b
Pled with the Deputy Minerals Mg
“1led with the Comissioner of Public Lands.

—
”

. Operator shall fnish the Scerctary of the Inteior and

ceamdssioner of Public Lands or tteir authorized cepresentative with a log

nd history of any well drilled on the commmmitized area, monthly reports of
¢ evations, statarents of gas sales and royalties and such other reports as
oo deemed necessary to compute monti xly the royalty duc the Unitved States and

@ State of New Mexico as pcufled in the app]icnbk oil and gas operating,

cpulacions.  Operator, in operations hereunder, shall not discriminate against
‘ny employee or applicant for emrployuent, becausc of race, creed, color or national

rigin and an identical provision shall be incorporated in all sub-contracts. |

5. The commmitized area shall be developed and OpL""’xLO\J as. an
cntirety with the understanding and aprecement betwosn thie parties lereto that
11 commumitized substances produced therefrom shall be allocated among the
‘eascholds comprising said area in the prepevtion that the acrcage interest of
zch leasehold bears to the entire'acreage interest conmitted to this agreement.

6. 'The royalties payable on communitized substances allocated to the
‘ndividual leases comprising the communitized area and the rentals provlgcd for
in said lease shall be determined and paid on the basis prescribed in cach of the
individual leases. Payment 2f rentals under the terms of leases subject to this
zurecment shall not be affected by thisiagreement except as provided for under
the terms and provisions of said leases or as may herein be otherwise provided.
sxcept as herein modified and changed, the oil and gas leases subject to this
serecment shall remain in full force and effect as originally made and issued.

7. There shall be nc obligation on the lessees to offset any dry gas
well or wells conpleted in the same formation covered by this agreement on separ-
aie component tracts into which the conmunitized area is now or may herecafter te
Jivided, nor shall any lessee be required to measure separately commmitized sub-
stances by reason of the diverse ownership thereof, but the leésscees hereto shall
not be released from their obligation to protest said comamitized area from drain-
age of comumitized substances by a well or wells which may be drilled offsetting
sald area.

8. The comencement, completion, continued oper.dtion or production of a
well or wells for commmitized substances on the communitized area shall be con-
strued and considercd as the comrencement, completion, continued operation or pro-
duction on each and all of the iands within and comprising said commmitized area,
«nd operations or production as to each lease cumitted hereto. ‘

9. Production of commmitized substances and disposal thereof shall

e in conformity with allocation, allotments and quotas made or fixed by a
rmly authorized person or regulatory body under applicable Federal or State

Statutes. This agreement shall be subject to all applicable Federal and State
laws or executive orders, rules and regulations, and no party hereto shall suffer
a forfeiture or be llable in damages for failure to comply with any of the pro-
visions of this agreement if such compliance is prevented by, or if such failure
results from, compliance with any such laws, orders, rules or regulations.

-




‘iw Geoof the e hercol upon execucion

10, Mhis agrecnent shall be criee ¢
v the necessary partics, notwithstand ”17 Che ddate of cxcrus o, ol unen “pproval
oo rhe Seevetary of the Interior and the Conis :iunm‘ of Public Jeeds, o thels
=1y authorized 1(])1L“(;l{ul]\'g‘>, and ::h:l] recviin inotoree and effect for a period
[ two (2) years and for so long gy contmnitized substancos are, or can be, pro-
ed from the commamitizad arca in paying quant ities; provided, that prior to
cluction in paying qumntities fyvam the comvamivized areg and upen fulfillment
T all requivanents of the Scerctary of the Intorior or the Comiissioner of Public
mds, or their duly authorized representatives, with vespoct to any dry hole or
tandoned well, this agrevnent way be terminate A at any cine by rutual agreoment
© the parties hereto.  This agrecment shall not terminate upon cessation of pro-
etion 1f, within sixty (60) days thereafter, reworking or drilling operations on
2 C(,vumunu/ui arca ave coumenced and ave thereafter conducted with reasonable
S ligence du 1*'mgr the period of nenprodiiction.  The two-year term of this agreement
11 not in itself serve to extend the term of any lease which would othewwrisce

~ire during said period.

1

11. It is agreed. bcu wen the parties hereto Lhat the Secretary of the
vior and Cormissioner of Public Tands, or their duly authorized representatives,
«nall have the right of supcrvision over all operations within the commmitized
xr2a to the same extent and degree as provided in the oil and gas leases under which
the United States of Anerica and the State of Hew Mexico ave Lessors, and in the
wplicable oil and gas regulations of the Departient of the Interior and the State
i New Mexico.

12. Nondiscrimination: In connection with the performance of work under

Lhis agreenent, the cperator agrees to camply with all of the provisions of Section

202(1) to (7) inclusive, of Exccutive Order 11246 (30 F.R. 12319), as amended which
are hereby incorporated by reference in this agrecment

13. The covenants herein shall be construed to be covenants running
with the land with respect to the commmnitized interests of the parties hercLo
wd their successors in interest until this agrecrent terminates, and any grant,
ransfer or conveyance of any such land or interest subject hereto vhether .
=") untary or not, shall be and hercby is conditioned upon the assumption of all
sbligations by the grantee, transferee or other successor in interest, and as
to Federal land shall be subject to the approval of the Sccretary of the Interior,
and as to State land, shall be subject to the approval of the Comissioner of

Public Lands.

14. This agreement shall be binding upon the parties hereto and shall
#xtend to and be binding upon their respective heirs, executors, administrators,
successors and assigns.

\ 15. This agreement may be executed in any number of counterparts, no

- one of which needs to be executed by all parties, or may be ratified cr cunsented
to by separate instrument, in writing, specifically referring hereto, and shall
e binding upon all parties who nave executed such counterpart, ratification or
censent hereto with the same force and effect as if all parties had signed the

same document.

16. It is agreed that the operator, Santa Fe Explovation Company,

.;~) asgemble signature pages from the counterparts executed by the parties and
wtach 'such signature pages to the copies of this agreement which will be filed
‘Lh the Minerals Management Service and the Commissioner of Public Lands, so

Lhat it will not be necessary to file multiple couterparts with the Minerals

“anagement Service and the Commissioner of Public Lands.
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W _
Seetion 2-208-25K
Pddy Coumty, Hew Mexico

TN WITNESS WHEREOF, the parties heveto have owccuted this
sgrecnent as of the day and year first above wroitten and bave sern
opposite thelr respective names the date of execution,

OPFRATOR

Santa Fe Fxploration Cumpany

Dute Fzecuted: 2 ~1§-42 B‘/_:,_,-(z()mw.

President

WORKING INTEREST OLNFRS - TESSEES

}‘:Z\'}ZOD C()l'p()l‘ﬂtion Wi
» AIRARE 03]
Date Frecuted: &2~ G2 4~ 2o By : /(/ Voo ] cteormonn e TR 0x %
/ ¥, uu(.," P uwann,
. . . ! O
Cal-Mon 051 Co., ctal VOO wy‘ im r act.’

Date rFxecuted: ‘ By:

Mousanto Company

Date Executed: _ By:

torris W. Antweill

Date Ixecuted: By:

Mountain States Petroleim

Date Executed: By: .

Cities Service Company

Date Fxecuted: By: e,

; CORPORATION ACKNOWILEDCMENT
THE STATE OF TEXAS, !
county or Midland oy
BEFORE ME, the undersigned nu1.h:)ril_v, on thiy day personally appeared

William A. McAlpine, Jr., President ; o
) , known to mc to he the person pnd offiver
whose nameis ';ul)sulbcd to the foregoing instrument and acknowledged to me lhal the same was the act of thc safd
Santa Fe Exploratlon Company

~ corporation, and that he execulcd” s,.-mc as the act of such: corpumllon for the: purpuses and conﬂdcrnlmn thercin
i

 expressed, and in'th:e capacity therej ‘g ’ 5
GIVEN UNDER MY H,\NL . 1082

L‘AL"O‘F OFFICE, this the 18 dayor ~ February

(LS) LENNAH DAWSON ' K\;& | . _
NOTARY pUBLIC B -2 (V) i/>-< R 4F s
My Commiission Expirés:_-EXPlRES}?/.lb/M Notary Public in and for the State of Texas

344-—The Didee (‘n}:iu-:ny. Pulitishers-—Dallas




€430t 44

CORPORATION ACKROWL tUG! MENT

THE STATE OF . TEYAS .

COUNTY OF .. _MIDIAND

Iefore me, the undersigned authority, on this day personally appeared. .

Bo Jack Naweann . known to me to be the person whose name is subscribed to the

foregoing instrument, as. Attorney-in-Fact =~ of . Exxon Corporation |

and acknowledged to me that he executed the same for the purposes and consideration therein expressed,

in the capacity staled, and as the act and deed of said . Exxon Corporation. . .

Given under my hand and scal of oifice, this the 26th day of .___Febrvary

82
AD. 1992 ,fﬂ/é ¢ /L,Z__

Nolary ic in ang for

- e RARSE L

LEHA P, JEHLE, NOTARY PUBLIC IN AND FOR
THE . STATE OF TEXAS.
MY COMMISSION EXPIRES fr. Fc-1948%

e

ey i




Gl lLlZalion sgleatinvnl
February 15, 1982

W/2

Section 2-20S-25E

Fddy County, New Mexico

IN WIINESS WHEREOF, the partics hercto have exceuted this
agreewmt as of the day and year fivst above written. and have set
opposite their respective names the date of execution.

OPERATOR

Santa I'e Expleration Compary

Date Exccuted: 2/18/82 By. 4)@-

President

" WORKTNG INTEREST OWNERS - LESSEE
Exxon Co., USA

Date Executed: . . By: e

Cal-Mon 0il Co., etal

Date Executed: £~/ % - 5)2_ By : ﬂ//// )

S

Monsanto Company

b e

Date Executed: . By: _

Morris W. Antweill

Date Executed: By: N
Mountain States Petroleunm

Date:Executed: By:




S ﬂ:xl.t) L), 1Jovw

Wit o
Seetion 2-208-255

Lddy County, New dMexico

N WLINESS WHEREOR, the parties hereto hove cxeented thig
agrecnent as of the day and year first above writton :snd Lave &
opromite thely respective wanes the date of exceution.

CPERATOR i ’

/

santa e | mmm)m (m‘)uw $
\
(

Executed; w__Z:_[gﬁLg.é_

. —

By

re
Fat)
N

1’1‘031 don'

WORKING TNTEREST GWNERS - LESSEE

rxxon Co., USA

Date Executed: ' : By:

Cal-kFon 0il Co., ectal

.WKNOI wf/ JZ M VN

Date Executed: By:

Date Executed: 09//25//3'?/

Morris W, Antweill

Date Executed: L By:

Movmtain States Petroleunm

Date Executed: By:

THE STATE OF TEXAS §
COUNTY OF HARRIS §

BEFORE ME, the undersigned authority, on this day perscnally
appeared FREDERIC TIETZ, Attorney-m—Fact of MONSANTO COMPANY, a corporatlon,

jh-l}’/v Yrederic Tietz Attorney-ip-Fact

known to me to be the person whose name 1is subscribed to the foregoing

4nstrument, and acknowledged to me that he executed the same for the purposes
and consideration therein expressed, in thé capacity thercin set forth and as
the act and deed of said corporation. :

- GIVEN UNDER MY HAND AND SEAL OF OFFICE this the 20 day of
&éyggﬁ# , 1982 :

My COmmiss;on E;\mircs: T 7M‘£ ?:)L(‘,Légk

. “Notary Public in and for Hal
January 34, 1985 o County, Texas
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2-208- 250

Fddy County, New Moxico

Tay vres N IR T a
I WIDNESS W
g i

prevoannt as |
3

al
cpoosite theh

‘

inmve Frecuted:

Date F

Date Executed:

Date Executed:

w:l%'\‘ < f"

A Doy 20 M cenmiry

Date Fxecuted:

Date Executed:

xecuted:

arvd

U (’1(‘ &1‘ 2.1

Corespect Ve rRENey

_,‘
<
/
e
/
o
L
&3
2
—
v
iy
-
Loy
el
<
.
1A
—

22 A 6 8’2,/

CYELD Ay D
J ;.;J\ll:‘\

p
Santa Ce BEploraricn Connny

J%_y_; Cdlm/ (/]/ /(f/! @(Auv“ ey 2

President
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By
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By:
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By:
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oy CoL, USA
By

Cal-Mon Gil Co., etal

By

tonsanto Conpany

Antweill

Mountain States Petroleum

By: »/((/%‘/Au./ ]




To be Attached to and maze a part of Communitization Agreement
Dated February 15, 1982, »
Santa Fe Exploration Company No,l Exxon-State Com

STATE OF NEW MEXICO )
ss.
COUNTY OF CHAVES %

The fcregoing instrument was acknowledged before me
this 25th Day »f February 1982, by Kay C. Havenor, Vice President
of Mountain States Petroleum Corp., a HNew Mexico corporation on
bebalf of said corporation. :

My Commission Expires:

Gorpy Kl Y T

Notary Public
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Exxon Co.,Usa

..
V-.5391

YO--1--84

v

Cal-don Co.
LG-G258

(1) | 1-02-89

State

BNy
Cloasuanto], ALt oal

VM- 0553777 ,//
?{/3/2”52// 4
75\
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PRORATION UNTT - U}

STATE LANDS - 200.78 Acres - 62.591%

FEDERAL LANDS - 40 Acres - 12.470%

FEE LANDS - 80 Acres - 24.939%

TRACY "NO.

i




IONGEE BT AN
DS TUNATED OPPRATGR SOMIPS PN SNPLOMAY O TG
oo oLl o P
S AT N RO R LR
TEON COdaMUR iy e oo 1y
R AN M oy et s
-, R IEVERS ST -
mEmon o Ju., P 400,78 32.54 o 3

John H. Hendrix

sril Producing Corporation
J. i, Herd
Barpes hdelante Trust
Jack Markham

M. Welborn
rastman 011 Company
Roboert M. Davoenport
Frnest Angelo, Jr.
o GL Hasper
Ubrien-Goins Enginccering,Inc.
Joe L Hendevson
iiorseshoe Drilling Corporation
Hautilus DIxploration, Inc..
Barnes Adelante Trust No. 2
Robert L. Monaahan
AL T Carleton
MeCes, Inc.

[

Monsanta Company 10 12.47

Morris W. aAntwelil o 35.201 10.97 B!
Mountaln States Petroloum 4799 1,590 3

TOTALS 320.780 100.000

Tract No. 3 - fee lease - has pooling clause.
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. * Crodwes’s §b

CIL & GAS LEASE

YIS AGKEEMENT mede ivie A2 D sy Vareh TS T TN/ T Ot
Froest Joe Malinnngidl and Yerdeq O, HeOoungil), his wife, Alex Fdwin YeConagil)

.

' __oond Hary .*.’:r, Conagill, his wife,

L. NeGanogill o

and Grorg

SRS & V- U3 § & O TN O 8 o 4 <5< € WU L11Y SR Kb D 5 CL B
(Posy Office Addresq)

_Randolph M. Ri“h‘"!1_-‘}}?"1,.-,“_.“-..w,___,‘_n,‘ B ~ fares

OTUER DOLLARS in hend pebl, recvint af which i bore athnawledand, snd (f the togaltie brrein providad ard
ol the agrevmonts &7 Ahe bestrr Srsein contained, Nenvhy srante. s and lees eselusisely unte lessre fr tre cudp <t ineretigating, esploiing, provresting,
Srilling. and (geroting [ and pooslaclag ol and ges, 'nyecting o waley, cther fleits, ard 317 jnto suluurfare sireta, taylag plne lines, ttewing ol Laliding
Lsnde. roadways, Lelpdear ilars, nid othes slructaace and thingas sheiorn Lo preure, save, 1adr Care of, trval, pricess, alcre snd tracsgart o ld winerals, the

Ber- n galded besssr (whotver cneasd trsre) and o
1. Saeasme, 5 conpidersion of TEN &

) tollowing dvaqribed 13ad in - -."—-«dei--—.‘-_-—.«—_.«- e = County, Yew Meaico, towit:

. same o by delizerad 8y the wrlls ne to the cordit of tevand in ghe Lise lineg to shirh the wolls may be sonnecsd

. Frecated /.4.1 and ,tvu firl sbove weliten,
A ' QJ‘{ ;Lc\ .

T-20-8, B-29-3, HMPY .
Sec. 1; SELELTISWA,

! hwAsEt

‘ Sec. 2; SN, E/SWA

For the purpnwe of cateulsttag tha'rentsl pagments bereinalier praslded for, #aid lind {s eslimated (a comprise ?30 OQ‘___ atres, Whetber (L wetuaily
. tomprisa mmare or Yesa. <
. Kubjeet 1o thr other prurisions Nerein conteland, thle leacs 2hald srmain la firce Lor 8 terom of "1 vo/,!)n from this date (et “primery teem™), and
38 Jung (hrrealler 8a oil or gaa. 2 prosturet from onid Jand 2 lard with whith 0004 1528 is pnled,

The royaltien to le pnlJ by lersre sret (a3 on o, lnd on other dinuld bydrecartems sared ot the weil, 3/16 ed ANt protoret ond esvad froas snid land,
N oan s, llv(h,-hl-g caninghend gos 2ad st yra.

rraa sudarsnccs, produred haZn opid tand 2.1d sold o0 used A e pirmlirn or iA be moniafatluce of wacsching o6 ANrr prosd X bu.—.r.-m the martkel value ot

1thr mevih o7 the weld ot of the pas oy add rr wea), Providd aNel rn xas sl Bl e wolie dhe rayaliy 2B al3 by o} 1he atewint peshited |
sueh sale; 1er and at any 7 when this lesor Lo ned walidatem? hy cdhor pros » letenl R4 Bere (0 2 nrdoor r-mhn wrbt un snid land, 52 Tend pamiiend
therewlih, but g0 wnd o condeniste b mgt being so ool o usnd and sucl wall de skat in ender defire or after produtiion (hersfiem, then on cr lelfore 22 “eys
tlter 20id well b shul In, and tNcrraltes 3t sannual Integraly, lesrse woay Bay w8 tender am alianer snnusl sbuliin rigaliz cauad tn 3he yamnd of 7 travain
provided for En thie lense for the acrpugze then iuld wrder Lhia Jrase By ahe caity smaskang surh payment wor lerter, and oo long aa shpf shotein gozadiy ir jaid or
tendered (his lense ahall Rt terminate and it will be considered under ali eloures Aerral thal gas 1o Leing pn-larnr lrom Ahe boanmt preniems 1A paying gasatitles,
Pach svch pogment shall e paid vr umhuJ (o the party ne o« who 4l ENF Bing o dueh gapmont wo 2o ertiled (o ercrive the Copalidss which would e
. 18 under 1AL Jeaae i the nell wers in L praluclng, of Br paid or tendered to 1he €7t of 3UCh Barts or parties In Ao Seyunltory bank 8ad 1a 1hs minns,
Lr-ln 2 provided fos Lthe pagment of gratals.

&, M operstions for dritling arr nt commenced on 131 land or on 1and poaled therewith 04 o before ¢re (It pecr from ANy date, 1Ay Wase adall teeminnte

* aa to AN parties, unlers o 7 Lefure one 11) year Lrom this dale Jenire abhall pay or teacder Lo Lhe frssng a restal of 1,2 Q:’_______ . wNch
Ml corer the privitrer of deferring commreacemert 8 1ued operatking (or & periced of Vwelie 1121 montha, In Lie manner and wpeea ke parmanu e tenden,
ssauatly, the commencemenl of 21id cietations wag be futther Ceferead for putersiive veridy of smelse 1120 months ¢sth durlnr the prinsrg term. Fapmeat

Yirst liationa) Haad

or tendir may be tande to 1he Tesror or to the vredit ¢f (he lewsor {a the

Artesia, New Mexico

at =« whick . Daak, 0f sny sucersse Whered, ohall
continue to ke the aqens far he tenr -nd Lesnor™s Yeira und nnbens, 11 2ueh banh tor Any ducers mir hank1 ahuit 1ail, Jisueldalo, or be syecreded Ly sosther Lond,
o fur iny rewon ahall Lail or velurd Ls arerpt rentel, frvsee oshalt not be Reld in Aefault watil thirty 13ve days e lessue shall deliver 10 drasre & rexorlable
Inatrurent meading proviston fur anther sccoptaNle raethad of Fayreal of tender, ord any drepepitory charge 0 s Jisbility of the bmenr, The Pagment nf Grrdes
of remiel may be wade By AR o7 deaft of lessev, meilvd or Arlivernd to 823 Yarh o1 Lesud, of sy leraor B mare 1Ran ohe, un or belare 1he tental tanine
. . date. Any Limely rment ov tender of rentel or shutain royaliy whirh [a made in 3 boss e Mlternit B mabe prigee payment, but whiah I erte ey, im
1 whale ¢r In pait as 1o peritles, eunla, ©r drpucitorize ohni) pescrthrlesa te safticiery o Prevent tesminathon o (hu lease i 1Ne sere mabREE Be thrieh 8
H prower pogment hed beea mede; prollded, Dowever, Ieware sholl correct such crcir wathin iRty (30 deya alter lessor has recefsrd wodilen noAlce 1heeen! Ly
I certifthd meif Lioa Yersor Sogettrr with surh inslruinents B8 sor neveessry b enshle Jrasre In piahe grisai paymeny.

3. Rarare ix hrrehy mranted Lhe righy and puwer, frem tesr to ﬂmr. B piol o pembine (hie leare. the Tand covered By It o 28y gatt or koeliarn theroul
with any other tand, Jease, boases, mincral cataled of porta therrf for thr grotuction of il or gan. Unlte peeled hereunder shall e ebernt the standard prom
salisn unil fHeed tr Inwy or by ihe New Meafeo Gt Cansgrentivn (’Mmhnl-n of hy sther lawlut duthority foe (he g=al nr a€ra {a wNeh said Ind ia situntrd, ploe
a tolerance of 13%7. Lesamr shall file wrilten ynit desiynsiinne In the county bn whieh the premires ate Lcatol and such wnit msy 1e Acsignate! fram ticne se
time and vither Bvlnu of alte? the vumplelien of weils. el cprralichs 1R of wroeluetin fzom any TP ey 3ny such unit shall de titorlernd fie sl puts
fxm-s 2 operatinns geadutted viva or proaduttion from tbe Tund deseritneg in thie fcase, Thete ahall te gliwated tn t1a Jand
' (o‘rn—d by b fiare included $n any LHIELYSY p«-lwn of the Lasl pnstaciten Gf jexctnd minssels froem selts in thr unif, sftr? Saburiing sny weed au Jease
which 1he namber of surluee seqea in the lared cotere]l By this lrane jnelnlad In (M wnil Bcore 2o the wanl punt? 1 ssrfate wetes In ghe
wall, The pricfurtion sg allecated shall be cunsidered for afl purseacs, inclediag 13s gaymeny or ¢rloveey ot n-nhy 10 e the 2ative profuction of paled minsssin
from the <irtwn of 2 Land cuversd Reseby-wnd dncivded Ta sail uril fo the same nnnner me (hough prefucet from said Jand under the Legome of this lenss,
Any puooled yrit Qesignried by loare, 2o yroxiAr) heisin, mag Bp oived By hwser Yy srcerding OR sppropriste insirement in the Cimgaty wdore thye land
wvatlrd st ery Lime afler Whe complelion of o deg Role 27 1he corntion o production on ssid vnil,
€ I prior o the dbcorrrp of &5 ar es Breeunder, Ieeser shnuld drill and shanton a Zry hele ne bules dereander, or if after disenvery of il se gus the
urtitd Aherend el Cears far any Cavee, Vhis Jesod ahall mez termirste il Lvser oommeages cesoebing ve adbiiensl deilhing Geratione within €3 doge
thereallre and diligently pricectes e vame, uwr (of it b -u)u» AN primary tecmi fommences ©f sviunuv (he gagarat of tender of e Ts or (OMmMmencen
cpweationy for &eflliag or fe=ntding 4n or hefure the reatal paying date noat enaving after the -pu-unn 0f theee monitha from dite of satiendonrment of seid
dsy Rots or Folew o7 Ahe Coraation of Bestuction, 0 oat vhe vapirstion of the primery Vezm Ll o2 pat b read Teing proclzend Sl fraves Ahen ergamad on eparations
feq drilling or trweehing of opy well, LA lensr ahall remasn in farec so long o rueh operitions ape dygicemih wtest wath mn pessalian sl roare fhan £}
€crarrutise deys. ) during nh- Jrlline o whing of any well und~e this prrarsoph toare bars w2 jun\e The & et well and slies Abigent eflorta it geadd
(3ith in aradle o gomulide NI N lagn aftee the abandanmest ol said wierratione lissmr may cimmoncde taaaboe woll sad ¢l e cume
with' dur ditiyence, Il any .!nllm.. X Tonal Jeilling, ar remoedlng cperations hrrownder prvult A protucison, Ihen thu 2cose shall 2onsin In full fuece sv bing
ANcroaltor ar ot oo pos bo profuced hrirunder.

3. Savste s%atl Rave frre use of <il, wer snd wiler feven aniZ taed, g20epl water liam Lonsar's wells nad tants, fue ol opecaitons hetrsntor, snd Ay royatiy
Wl Le camputed after dnfuciing any 30 veel. Lrseer ahatl have the vight sl any time 4uring or afier the e1pirstivn of INu lrass o 1emune LIl property and
Hotoree gleeed by fesane on said Tand, tachodiag the pighy 1o draw and remort ail cauing, When requirrd by Jevne, lesmw will buey efl qug~ listie va cyltarales
lende telow erdinney plaw depth. and no well ahgll v dullfd within twa Dundred freq 1703 £8.0 of ang reidenre o barn Aow on 4 (and withesd tresne’s cone
seny, Lewaor alnih Bave the privitegs, at hie sleh cner, vaing gasa from sry gas well on 2ai8 Tund fur atovee opd inaide Lilias an the paanglieal uadlong
thereon, outl of anpg 3. rplie dns B nented dor cperatione herevrdee,

5. The rights of cither party hetrundee pisy Je aoslgned in whole or {a part_snd the proviuions hereof shiil eitend 10 the hoin, caneutrre, wlavtzatars,
succienats and wasipne: dul no ¢Avage wr divisian in the (.-nrr-\ip u! the 1aad, ar in the awnvrship of of riehl ta soccive tentals, figaliies 60 rayments, hrseses
- aceomeluned prall operate Yo enlargr *he cbLhixativar or diminiek the tights of lessrr: nnd av sueh ehurngr 12 divivion shall be Binding yjern lraser sny pure

*pcer unlil 10 deys afier lesser Mo Yern fornished Ly Certifiod Inadl at lerare's principal plece o2 businzssr with acevplalds [atrumente 2o cor 1 vy
ereof comititoting the ¢daln of Litle from the orlrinal feascr. [f shy sueh chebre in owrership rqenurs thnauth 1he death of 1he unner, ficiee may pap o
erdee any rentals, s or paymeats b5 the credit of the detvaent og b enkals in the cc;-u ey bank watlil sueh time a8 frasme has lawa furnbhnl wilh
evidenceristbfuclory 1o Ienser 22 10 Lhe gersons 'Nullai 12 anueh sume, Tln the srent of na wsirnment of this base o to s srdrreated sArtion of aasd hund, the
rentals payable herrunder ahall De sppoftionrd 13 betwera the several leasehold ewnres satally avenelding 1o 1he surfaer arcs of eaeh 3ad delaudt in rentel
peyment by une shall not affecl INC fights of other tearehoid oarers hereund-r. Ka serizpment of Whls lrasr, in while wr i part, shatl; tu the oateal of such
sraignmen), relieve 8ad diachurge Linree o. sry ohligationa Lumndal. and, if levsvee or atsinnre of 1ark or parts bered ohall f4il ae make Lo lault Ta he paymony
of the proportionate pant of the rentals dur (rom sueh troser oo sislaree o0 fail 10 cumpls 23N any wtber provision of the basr, varh d-favle Shall st afied 104

ase in 9o far sa {L €overe & parl of 28ld lande upon which Jevare r7 o3y annigner thereel ahe'l s comply of malc sueh peyments. Heatsle st wed In thia
cuesgeaph adall aleo Ineduds 1in ropally.

3. Sheald lersee by prevestsd Crom tomplying with any capress or Implicd covenant of this lre
ender. ar {rom producing od] of gas heceunder by reescn of seareity or inability G ollain of wse erquipmenl or mates, r %y dgeratea ol {itfe pm ure, wr
by any Felersl or atale Jaw or sny order, tule or pegulstion ©f sorerarieaiaf satherit then whde s wn»,q,.&_ feastw's €Uty shabl e gusfwntel, and tecane
wall nel be liatle for falluve to Comply there~ith nd this Irasc «halt be axtendnd »Nils and s Jong as tensre e yreveated By any such ruwe (rom evadacting

drilling or zewieding ogcrolions oo of from producing ol or gas Nerrurder; »ad the yimp whUr lraner is »a preventrd ahall A 1o ruunted arsinet Jeser,

anpihing in 1%l deare Lo the coatrriey ntwithsranding.

10, lawrae hegeby wattente sad sgrevs 16 defond e tivle 10 sald Tard, and ssrece thnt besrerd, a1l i opllca, mey dincharee sny lax, mnrtgage, ae tNer

- fien upan 38id [and, and in (he vven! leaser sknes 80, [ aNall be subogatel 10 8Uch lisn =itk ¢Ne (M W enlorce same and .-w, reniat and eoaltise ererving

. Pereun e Loward Iyint same. Withoct Impsirment of lessre’s tixhte undes the warranty, il (his tewse ciirts 2 less intesest in (el of gae In 3l or sny

port of vadd Jand o [t s ad undividal fee slmple mlete dedether deoane's dnterenl bo heerin aiyified or ae81 then the mopaliios, shitein ity renval,

and cAher payments, if ang. aceruing from sy part ss \n which thic irass covera dma than suth 101l anteresi, shafl Lo paid emiy Ia the prejentivn- which the

Taterest theeein, il any, covered by this leace, beire 10 the wihale und undlviled tre’ simple evtate therein, Should 3ag tae of mire of \he prtiiee narrd abore as
dessrrts fatl to erecute his leace, It thall Decerthelons te Rinding upen the Pariy et parliew esrcuting the same.

1. Lewser, Tashis succesvrs, heire and aseicne, o241 bave the rleM at any time o surrendsr thl Jrase, In while of In puart, 18 lmioe ar AL heire, sulces
sore, and sxsigra Ly deldtvering of malling s relrare theced o Ahe looage, or by phnn: 5 release (hrreol of recurd In the counly In which eald hand o sitanial;
thervapon Iesage shedl be peliened leom ol odlgsthran, eapreseed or Implied, of this sgoveemenl ax 10 acreter 3a suttenderml, snd WNeiralter the ronlale snd
shal-ta ruzalty N)l!ﬂc Lerewndee shnil be reduend In e propuriloa Lhal the seresre suvered hervby Y rvduted 3y sald relemse wr rrlenses,

ar froem condanting $rilling of tovaeling rwratinr s here
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‘ . ”, ey ., !-’lilﬁ‘l()l‘,}l ACKNOWLEDGMENT (New Mexleo Short For)
County « V’-»",,(j:..'..._.- s I
I IR ) L ‘
'r~¢ _,,,%o" . m?:r\; -\;.nl was acknowledyed Lefore me this o /{‘!.v.._.n oo day of. 1/ //(’ A ‘;.‘(..4__.“,,..-,--_ .

MeGoanneil) and Verlee O, Medonneill, hin wife

| /B

’ e
A o e e e e .3/ T SR ] e

/ N e ’(/SL A O
My Cemmissien cupires. _,,-x..‘-_-,,_.. / R Notary lhbhc d -

STATE OF NXW MEXICO,
INIMYIDUAL ACKNOWIL, Pan\IFH" (New Meslco Short Ferm)
day of. .-...//’/)K s 1"'1-’.2{._ e e iy

wxfo

: R
S O SR oL S
./ ’:?,'-{-?:;:r:i-r{

’,',"""LM'”“*""“'""'m""’"'""" s Ay

4 e i ___,‘//,,[’,‘ r;‘ry e e

My (umm.asl&x“ C‘J‘;e‘! .|‘.,1¢/l//4_z//{_ ..... \9".[.(?-. [/ tublic

STATE OF \'nv ’w’iuo

. w . ..
County ¢f. . {i_‘l_'_‘,‘. s s

The forepoing huuumm \\u acknow!ledyged befors me this __‘/‘/_/1.(‘1/‘
v }vv Urigs MeDonagill aud Nury Mclonagill, his

1z

A

[EENTYS N '\“!V”’UA‘ ACKNOWLEDGMENT (New Mexico Short Fori}

--~~:¢~- S R
o m--?«m.-m way Ackrvawlcdgcd Yelore me thls . ./,.~._..-___. day of.
Ak

Cuun!y of ..
The (af\,‘

//.// ///( //

£33 pnd Flors Len MeGonagiid

l"_’,"r/_,.‘ et RS b m e e e e e m e e e e e ot e
oy
R e e e e e e e ...-.—u-»-—-y ,.,_‘-,../ PR .,‘/, U
o N i it Al Ll
”//?/./,, R 1 O 2 utaty PuMlic ///

STATE OF e .
LiDIVIDUAL ACKNOWLEDGMEST (New Mexlco Short Form)

County Of e e n
The foresscing instrumint was acknowledged before me this _ . ..., day of._..._ _.. . " e e e et ooy
19 by ... L e 8 e b o Bt s o e o T na $om t T ot o = A e e e
My Comraission expires ol 19, T ~‘;{J‘"y e
E)
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STATE OF NEW MEXICO . .
¢ , CORPORATION ACKNOWLEDGMENT (New Mexico Shorl Form)
ounly ¢ —
The foreaing instrument was acknowledyed before me this day of W19

by . i N - President

v

s ; —.corporation

of
on behalf of said corpuration. , s

.C!:.!y Commission Eipiresi__ - No;uy Public

bl
‘:<'r,\n' oF

( . CORFORATION ACKNOWLEDGMENT (New Mcexlco Shors Form)
3: Aty o

‘ite lorcgdih(x Instruinent was acknowledged before ﬁu thls o day of R |
T py : . . President

\ .

»

corparation

] .
2 on behall uf said co'pon\wn

3y Com munon’!’x;nlrﬂ' i . ) ) Notary Pudlic
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Assignment of Gil end Gas Lease
KNOW ALL MEN BY T!l}:;ﬂ PRESENTS:
hal the undessigned, . Hundoloh M. Richarisen and Patricia B, Hichardoon, hig wife
e e e e e e - oo DR CIDAter called Astignor (whelher vne of nore).

for and In consideration of One Doilar {$1.00) receipt of which §s heredy acknowledged, does hiereby sell, assign, and convey unto
Fiwon Corparatiosn

tne eatire interest and title in and to the oil and gas lease dated oo Bareh A7 . 1977 .

from__._Ernest Joe MoG McGona dli and Verlee O, MeGonnzill, his wife, Alex Bdwin McGorasill

ce———nnd Mary MaGonagill, his wile. end G"mu JE. MeGonagill 234 Floru Lea Melonagidi i

¥

H oad
‘ )
' e hip wife — B USSPV 1 1 1-] SUSURN
:l to Ro_x}dolgh M. Richordson . R e . Yessee » i
v . T T e
¢ recorded tn book. pege _ ~ain s0 far 83 2aid tease covers the following described $and in :
_ Eddy —— Counly, State of—._lvex Mexico, e
. :
| S :
ff SEA .
h Sez. 2; S'r' BN, EYSwk
i - ;
Y :
I Containing 280.00 acres, * CLERK'S CERTIRICATE
i more O 1eBS. /
i Cortifled this L»Z day om ‘91112!
d
i 03 63 true ond correct copy of the ongmo; onf
1 .
i; ‘ e In this office, B
; xzymi )
i leefl of Eddy Covnry,h MoX
i
i Do')\’h
Iy
B . v
f
! .
|
i
i together with the rights incident thereto and the pv.no'nl proparly theceon, sppurtenant thereto, or used or oblained in con-
 neclion therewith,
“ Aid for the ssme considerstion the Assigror covenants with the Assignee. its or his heics, successors or sssigns: That
: the Assignor I3 the lawlul gwier of and hiay ..oo-. litle to.the Interest above assigned in and to said tease, cstate, rights and
¢ proprety, free and clear from al! liens, encumbrences or odvérse clatms: that said lease fs 2 valid and subsisting lease on the -
i7" lands above described, ang atl rentals and royafiies due thereunder have bren paid and ali conditions negessary to keep the o
4 san.e in full force have been duly parformed; and that the Assignor will warrant and furever defend the same agzinst all .
; perona whomsoevu. tawlully c"]n”}ﬂ or 1o claim the same,
! / — -7 )
i EXECUTED, Thu_.“j day ol Morch — s 1827 -
D f( Cian, / // / /
| Azl 1 ﬂAngu‘L:.N,__ s U Aol A
i gt
i - - —_ "
! : \ .
he Lo . e N .
!’ \‘.“'.3.10’--’1’(’/ :
£ State or,_'_;‘\' .}:{I@ — Individas) Ackuowldi S M. Short F .
1 v 2 ndividusl Acknowledgment—N. M, Short Form . §
: Coum)' of.{_ r’l.alﬁs__,__:: X ) K
” Anl .oregomz mslrum'gmu ltkno“'l&\ixtd bafors me this _._.5/ day of Harch . .-19_12._ "
i ’ . L ¥ 0
by \'- -uphau_,,_qn and Patricia B, R)c?,;ardf'on. his wife l
., ‘_ ‘; . et :
\. é "Q/7 7 N7 g
My Com: nfnm,'t hp’"‘“‘ 4 4
Post Office ‘.;
State of . N ! . '
Corporstion Acknowledgment—N, M, Short Form I
County of - . ) i
. : '}
The foregoing fnstrumant was scknowledped before e thls day of ;19 i
* 11
; by — ' President 5
! i
oef . a - - corporation
i on bchl}! of 3aid ccrporation. .
| . A : . . . it
: . Notary Public 'g§
. R Rl
| My Commission Explres: - . L . H|
i Y . " P Post Oftke —— i
1 T K |
e e R DR P L LT LG ORI T ST Tt P S U L L U T Sy S U DT L S Rt OO eSS NN RIS

o . 450//7 oo/
STATE Of’ N’EW MEXICO, County of Eddy, ss. I boreby certily that this smtrumant filed [or record on the
Cendlopm. oo B D105 . T TS o clock..!{ 24, and dily recordod

i Boo 4/ Page... 73 of the Records ur.-,)?,&mw said Coualy.

CERALDINE MAHAFFEY, County Clerk ' ): LA . YA

n o ama

-

e

e

4 v et e amm .
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AUTHORIZATION FOR EXPENDITURE
SANTA FE BEXPLORATION COMPANY
DRILLING AND COMPLETION
9,800 FOOT MORROW WESY
SI'CTION 2, 1-20-S, R-25-E
FEDDY COUNTY, NEW MEXICO

DRILLING - INTANGIBLE — TANGIRLE TOTAL
sSurvoey 500.00 500.00
lLegal 1,000.00 1,000.00

Roads, location, Danages
Surface Casing:

‘ 350" 13-3/8"-48#-H-40

Intermediate Casing:
1400' 8-5/8"-244~J-55

15,000.00

8,000.,00

18,945.00

15,000.00
8,000.00

18,945.00

‘Casinghead Equipment 7,028.00 7,028.00
Cementing Services 12,000.00 12,000.00
Drilling Contract: )

35 days @ $7550/day 2064,250.00 264,250.00
Drilling Bits and L

Rental Equipment 40,000.00 40,000,090

Rig Move and Rig Up 45,500.00 45,500,00
Drilling Mud and Chemicals 25,000,00 25,000,00
Vater 15,000.00 - 15,000.,00
Drill Stem Test-2 7,000,00 7,000.00
Electric Logging 31,500.00 31,500.00
Geological Services 10,000.00 16,000,00
Engineering Services 3,000.00 3,000.00
Drilling Overhead 3,500.00 3,500.00
Plug and Abandon 10,500,00 10,500,00
Contingencies 45,000.00 __45,000.00
TOTAL ESTIMATED DRY HOLE COST o « e $562,723.00
“COMPLETION
Production Casing:
1300"' 4-1/2",171.6#-N80, LTC 13,500.00 13,500.00
7100*' 4-1/2" 11.6#-K55, LTC 51,080.00 51,080.00
1400' 4-1/2" 11.6#-N80, LTC 14,537.00 14,537.00 -
9800' 2~3/8" 4.704-N80, LTC 53,652:.00 53,652.00
Casing and Tubing Head 9,200.00 9,200.00
Cement, Equipment and

Service 15,200.00 15,200.00
Correlation Log, Perforate 5,200,00 5,200.00
Completion Rig:

15 days @ $1,500.00 22,500,00 22,500.00
Chemical Treatment 9,500.00 9,500.00
Equipment Rentals 15,000, 00 15,000.00

i Engineering Supervision - 8,500.00 8,500.00

i Valves, Meters, Fittings 4,000.00 4,000,0¢0
Labor . 7,500.00 - 7,500.00 !
TOTAL ESTIMATED COMPLETION $ 83,400.00 $145,969.00 $229,369.00
TOTAL COMPLETED WELL COST $612,150.00 $179,942.00 $792,092.00
PREPARED RBY W. G. . .McCOY
February 15, 1882 - : .

W.I. OWNER L

. . - , W.I. PERCENT
BEFORT XAMIENED §TANIETS . 7
D COMNIT VATION LisiON APPROVED BY: .
e i, itaar NS 3 . ’ DATE: _

CaErO o

[ BESEbS
IS




ATWOOD, MALONE, MANN & COOTER CoeRmES £ ALONE
HARL LAALON

A PROFESSIONAL ASSGCIATION RUSSELL O MMANN

ILLAWYERS PALUL A COOTER
Bos F TuRNEAR

JOHMN W BASSETT
AOBEAT € SABIN
JEFF . ATwooD i883-1960] GRIAT e COPPLE

- ROSS L. MALONE [iD10-1974]
STEVEN L HELL

PO ORAWER 200 WILLIAMA P LWHOM
SECURITY NATIONAL DANK BUILDING AGLNEY W SCHUSMACHER
) . . 4 A PHONS
ROSWELL, NEW MENICO 88201 HTRACY SEROULS
{sos] s22-622:

February 232, 1982 o

o PR,
v IS R TN
[ IR L

o, 4

3 OWNERS OF WORKING INTERESTS IM THE ' L 7 /4.
= W/2 SECTION 2, TOWNSHIP 20 SOUTH, | B
RANGE 25 EAST, N.M.P.M, EDDY COUNTY, . .. .. iy

NEW MEXICO
roearng 1Jale
Gentlemen: P e e .

As the attorneys for Santa Fe Exploration Co.
(William A. McAlpine, Jr.), please be advised it proposes to
drill a Morrow gas well in the NW/4SW/4 of said Section 2,
- dedicating the W/2 of said Section 2 as the spacing or prora-
tion unit therefor.

Santa Fe Exploration Co. has taken a farmout from
Exxon of Exxon's interest in the unit, which includes the
drillsite, a copy of which is enclosed. Santa Fe Exploration
Co. asks for a farmout of your interest on those same terms.

Also enclosed is the Communitization Agreement
covering the Morrow Formation in the unit, together with an
extra signature ‘page; if you are agreeable to farming out your
interest, please advise Mr. McAlpine of that fact and return
the extra signature page, properly completed, to Mr. McAlpine
at either P. 0. Box 1136, Roswell, New Mexico, 88201, or Suite
533, 300 West Texas Street, Midland, 7Texas, 79701,

If you do not desire to farmout your interest, but
would rather join in the drilling of the well, enclosed are
two copies of the proposed AFE., If this be your choice,
please sign one copy of the AFE and return it to Mr.,
McAlpine; with the signature page of the Communitization
Agreenent. : ‘

Because of the short fuse createéd by expiring leases v
and a rig commitment on March 1, Santa Fe Exploration Co. has
filed its Application to force pool the W/2 of said Section 2,
and that case has been set for examiner hearing in Santa Fe on
_Tuesday, Mpréh'16, A copy of that Application is also en-
closed. - Santa Fe Exploration Co. is requesting the .0il’
Conservation Division of the Department of Natural Resources
for prompt ‘action on its Application, which seeks a 200% risk




owners of Wocking Interests Page 2 February 22, 1982

charge against each interest which has neither farmed out, nor
joined in the drilling, by the time the Order is entered. |

1f additional information e desired, please contact
Mr. McAlpine or the writer and the same shall be promptly
furnished to you.

. Very truly yodrs,
- - L L ':}(:_ e

Vo
Paul Cocter

QUL -

PC:sas
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LISTIINUT ON NEW KEXICO Ol CONSERVATION COMREBSEIVED  Tumc-101

[P PR e

SA*Q‘A re ] Rovined 141468
FILE / » ["Z»‘\'.’?.}‘.ﬁé'{l;’:F,'f.‘,;?ﬁ Coase 7777
US( S” .‘“ ) FEB 1 7 ]982 STATC [XJ ree [-}

5SI00 O6 & Gos .asse No,

0!’\ NATon o C. C.D. V-391

L e ARTESIA, OFFICE
~ T APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK :f_f::\\ \\\\\

l AHD OI } l(..l;

- - —
. }J :

1n, Tipe i Work 7. Unit Agreement Nome
b, Type of wen  OILL %] DECPEN (] PLuc sack [ ] T T ey
R RN Tt 1 b weieet (7] | EXXON STATE COM
SRen e Eyrrator / (Ph. )05 6723-2733} ‘s, Well Ne.
SANTA FE EXPLORATION COMPANY & - ] _
3. Adsions of C‘; rerator ) - T T e e -.__.1__ 10. Tield and F‘ocl,_cT\\‘ll.!:m o
P. 0. Box 1136, Roswell, New Mexico 88201 ‘orrow Wildcat

12. County

4 Loca l.:n of ¥iell UNTY l(lY!R_«__,___l:__w__ﬁ,-___'_ LOCATLO ,;_‘!98_9_ e r((r‘ FROM t:(‘_‘_'__s_gqu_“_:uu[‘
ang __@60 FEEE FRONw THT !\’CS"' AINL Of SEC. 2 Twe, A?OS o mel. 2?E nreEu j\\‘\'\ NN\

£ddy
19, Fropcses Depth I1SA. Yormalion - T frotciy or C.T.
N 9800" Morrow Rotary
AT Erevaticns (Mo whether DITKE e} 21A. 1 19 & d-oi_’,}’!uq. Sond mﬁﬁrg Ceratrazior . 22, Apyprox. Date Work will ztont ]
3422.1 G.L. One well (new) " Moranco i 2-24-82
23, ’
PROPOSED CASING AND CEMENT PROGRAM
SIZE OF HOLE | SIZE OF CASING | WEIGHT PER FOOT | SETTING DEPTH |SACKS OF CEMENT EST. TOP
Y72 3 /2% 313 3/8% L ABOE 4 350! 300 Surface
12 1/4" __8.5/8" __{ __24.0f _1400! __.8Q0 Surface
7 7/8" 4 1/2" 11.6¥# 9800 250 8600' |

After cementing production casing, the well will be selectively perforated and
the pay zone will be stimulated if warranted. \

v’ Q/&»
Attached are: 1. Well Location and Acreage Dedication Plat ﬁ& f
woertimmen B, BOP_Sketch e
BEFCRE 10 INET STAM TG ' !Q <
A NED RN ’/\'-5\-‘-8 le 0\,
OIL CONIIRVATION DIVISION n N
R XY N, ST 7
CALE 0D, APPROVAL VALID FOR 180 DAYS
Gas is not de'd:cézéi /4 srarasessdpany PERMIT EXPIRES 8" |8 82 ..
Subralied by e UNLESS DRILLING UNDERWAY
if:».;'fll),uq o

N ABOVE $SPACE OESCRIBE . PROPOSEOD PROGRAM: IF pnovosu. |s .‘xo DECPLH OR PLUG BACK, GIVE DAYA OX FRLCSCENT PAODUCTIVE 2ONE AKD PRGPOSCO HUW FROOUC
IVE ZONK. CIVE BLOWOUT PREYEINTIA PAOCRAM, (£ ANTY, B

___ Tale_Agent Dote ___2=17-8B2__________

-

B =t i K3 -
: . - : WSPECTON ‘ , ’
Wm OlL AxD 648 o« FEB 181982

DITIONS OF APPROVAL, IF ANY} Cement must §
e cuculated to

! ';_13.%’(5_/30.\1“

Notxfy N. M 0.C.C. in sufficient
time to \_gme,ss ccmentmg

strface L




- . ? MEXICO OIL CONSERVATION COMMIS Fiam 72 -373
: ‘ : WEL. LOCATION AND ACREAGE DEDICATION PLAT e :.',f'ff"."

All dnllffu mutt e o the outer Doundsrios of the Gan.on

P — e L T
s 10° ¢ Las.ne well Me.
l OSAITA FEEXPL l)ll\”()!( canealy ___l‘_ ) E)S_Xp” §jj\jF CO‘-1 ) ]»M ._,_,L-.ﬂ.w_ _
P ey T hon ", PR ;u‘:.-)c < “.my
i !
‘ L oy J 2 South i 25 iast ] I ddy _
;‘T' T T Rt f ks T T T T S e e e
e lzfghn-&ﬂﬁﬁﬂ:1“~u§ﬂﬂﬁh,ﬁ;m_wﬁv;a;,mwjﬁglﬂu___“_wﬂ!vmnn fest tne )
e e, ‘.‘ svred T lew, frrotuving | oos g, Ty : ) T e e "‘:-;l_rr(;'“j Arges :41:: -
w1 I L Mgrf:gw o ____Wildcat A 320. 78 P

i ()ullmc lhr acreage dedicated to the subject well by colared pcnnl or h-ichurc mark ez on '.hc pl.ll below.

2 mare than one lease is Jedicated to the well, gutline cach and identify the awnership thereol {both 45 10 working

! mterest and rovadty). !
VAE mare than ane lease of different awnership is dedicated 1o the wrll have the interests of all owners bren consali-

dited by communitization, unitization, furce-poaaling ere?
{"& \h All tracts in the W; have been dedicated fo the subject well

except the SEINWL. Ope.ator has made application to the NMOCD
t» force-pooi this tract. The hearing has been schaduled for

March 16, 1982.

No allowable will be assigaed to the well until all interests have been consalidated (hy conununitization, unitization,
forced-pooling, ar wthervise)or until & non-standugd unit, climipating ~uch interests, has beca approved by the Conmis-

21 Yex

]
| sion. b

R LA . e e —p—
; CERDNFICATION

‘Santa fe Expl. o>
L ~
YO, 6 Z [ #¢%3*>

’ ) tgined heraon Is trve and complete to the

} hereby certify thor the infarmotion con-

!

know ledge and bel-ef.

State ,V-391
Santa fe Expl.

]
i ) /b-u of my Anowledgs ond belief. s
: | ) ‘ 7 |
| < T \ }
H T e -
- == g R A James A. Knauf ‘
Cal-Mon Oil | , S
, Prctiion
i Agent
| Tempmy
! SANTA FE EXPLORAT{ON COMPAN
: Date
2-17-82
State LG-6258 , ‘ ]
—_— - mj ————— e e e -
Santa Fe Expl. i
1 I her-by cecrlfy thar the well locarion i
| 1hown on this plat wos platred bam le'd !
-8€Q’ ' nores of octuol suneys made by me o
: under my supervisian, and the! the 1ome
) is rtue ond correict ro the best of my

Date Sutyayeld

Hayisterid Yruteosional Engineer
Lori.nd Jurveyas

== 1980*

G ULS B |
TNM 055}777 £. McGonagill ] ‘ i o
“q“"'“.““”ﬁ‘ ’:‘—f‘; *‘.H_;*-::M _-....:rmq‘rt’k{r \"r»rul;é;l. :“‘.-....'}\.‘W ST

||:5 e |"1 $3 Jaed 20C0 l‘IOO lO\)f' sen [N ] .

211552 ]




BLOWOUT PREVENTER SKETCH

Santa fFe Exploration Company
Well #1 Exxon State Com
NWiSW§ SEC. 2-20S-25E

£ddy County, New lMexico

_ 7

"6 FLOW LINE

4
FILL LINE L_ﬁiﬁ\‘}-‘«“—‘

ANNULAR TYPE
PREVENYER

1

I_J,.**ﬁl_
BLIND RAMS l

PIPE RAMS ]

©

KILL LINE

CASING

ANGLER
BLING FLANGE [[- HANGL

900 SERIES




Docket Mo, 8-82

Dockets Nos. 9-82 and 10-82 are tentatively set for March 31, and April 14, 1982, Applications for hearing must
be filed at least Z2 days in 3dvance of hearing date, : -

DOCKET: EXAMINER HEARING - YUESDAY - MARCH 16, 1982

9 AM, - OIL CONSERVATION DIVISION CONFERENCE ROOM
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

ALIOWABLE:

CASE 7502:

CASE 7503:

CASE 750n4..

CASE 750&:

CASE 7506:

CASE 7508:

CASE 7459:

CASE 7457«

K

The following cases will be heard before Richard L. Stamets, Examiner, or Daniel S. Nutter, Alternate Examiner:

(1) cConsideration of the allowable production of gas for April, 1982, from fifteen
prorated pools in Lea, Eddy, and Chaves Counties, New Mexico.

{2} Consideration of the allowable production of gas for April, 1982, ‘rom four
proratea pools in San Juan, Ric Arriba, and Sandoval Counties, New Mexico.

Application of Sun Oil Company for an unorthodox gas well location and non-standard gas proration
unit, Lea County, New Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox
location of a woll Lo be drilled 760 feet from the South line and 960 feet from the East lina of
Section 6, Township 24 South, Range 37 East, Jalmat Gas Pool, and a 160-acre non—standard proration

unit comprising the SE/4 of said Section 6.

Application of Sun 0il Company for an unorthodox gas well location and non-standard gas proration unit,
Yea County, New Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox location
of a well to be drilled 1980 feet from the North line and 1300 feet from the East line of Section 22,
Township 22 South, Range 16 East, Jalmat Gas Pool, and & l20-acre non-standard pror:ition unit comprising

the W/2 NE/4 and SE/4 NE/4 of said Section 22.

Application of Cities Service Company for the extension of vertical limits of the Langlie Mattix Pool,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks the contraction of the vertical
limitc of the Jalmat Pool and the upward extension of the vertical liwits of the Langlie Mattix Pool
to a subsurface depth of 3416 feet underlying the NW/4 of Section 19, Township 24 South, Range 37 East.

Application of BCO, Inc. for downhole commingling, Rio Arriba County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of Lybrook-callup
and Basin~Dakota production in the wellbores of wells drilled and to be drilled in Section 2, 3, 4, 9

and 10, Township 23 North, Range 7 West.

Application of Getty Oil Company for salt water disposal, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks authority to dispose of salt water into thie Abo formation
in the perforated interval from 8900 feet to 9300 feet in its State "P" Well No. 1, located in Unit P,
Section 32, Township 16 Scuth, Range 37 East, Lovington-Abo Prol. .

s Ox‘fxeld Servzce, Inc. for an oil treating plant permit, Lea County, New Mexico.
jty~{-r the constrvction and pperation of an oil
laiming sedxmenc oil at a site in the NW/4 NE/4 of

Appl;cation of Sonny'
Applicant, in the above-styled cause, ‘seeks author

treating plant for the purpose of treating and rec
Section 29, Townshxp 18 South, Pange 38 East.

Application of P & O Oilfield Services, Inc. for an oil treating plant permit, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority for the construction and operation of an oil
treating plant for the purpose of treating and reclaiming sedinent oil at a site in the SW/4 NE/4

of Section 10, Township 25 South, Range 36 East.

{Continued from February 17, 1982, Examiner Hearing)

Application of Red Mountain Associates for the Amendment of Order No. R-6538, McKinley County, New Mexico,
Applicant, in the above-styled cause, seeks the amendment of Order No. R-6538, which authorized applicant
to conduct waterflood operations in the Chaco Wash-Mesa Verde Oil Pool. Applicant seeks approval for

the iniection of water through various other wells than those originally approved, seeks deletion of

the requirement for packers in injection wells, and seeks an increase in the previously authorized 68-

pound limitation on injection pressure.

{Continued from February 17, 1982, Examiner Hearing)
{This Case will be continved to April 28, 1982)

Application of E. T. Ross for nine non-standard gas proration units, Harding County, New Mexjico.
Applicant, in the above-styled cause, seeks approval for nine 4G-acre non-standard gas proration
units. in the Bravo Dome Carbon Dicxide Area. 1In Township 19 North, Range 30 Zast: Section 12,
the WW/4 Ni/4 and NE/4 NW/4; Section 14, tha NW/4 NE/4, SW/4 NE/4, and SE/4 NE/4. In Township 20
North, Range 30 East:  Section 11, the NE/4 sw/4, SW/4 SE/4, SE/4 Sw/4, and NW/4 SE/4.




Docket No, 8-82 -t

Page 2
Examiner Heariny
TUESDAY ~ MARCH 16, 1982

CASE 7509: Applicaticon of Supron Energy Corporation for a non-standard proration unit or compulsory pooling,
San Juan County, New Mexico. Applicant, in tha above-styled cause, seeks approval of a l60-acre
non-gtandard proration unit for the Dakota and Mesaverde formations comprising the SW/4 of Section
2, Township 21 North, Range 8§ West, or in the alternative, an order pooling all mineral interests
from the surface down through the Dakota formation underlying tlie $/2 of said Section 2, to be
dedicated to o well to be drilled at a standard location thereon. Also to be considered vill be
tho cost of drilling and cormpleting said well and the allocation of the cost thereof as well as actual
operating costs and charges for supervision, designation of applicant as operator of the well, and
a charge for risk involved in drilling said well.

CASE 7510: aApplication of Union Oil Company of California for compulsory pooling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Wolfcamp
and Fcan formations underlying the N/2 of Section 10, Township 22 Scuth, Range 32 East, to be dedicated
to a well to be drilled at a standard location thereon. Also to be considered will be the cost of
drilling and completing said well and the allocation of the cost thereof as well as actual operating i ~
costs and charges for supervision, designation of applicant as operator of the well, and a charge for
risk involved in drilling said well.

CASE 7511: (This Case will be continued to Maxch 31, 1982)
Application of Buffton 0il & Gas Inc, for compulsory pooling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Wolfcamp
through Devoniarn- formations underlying the W/2 of Section 35, Township 16 South, Range 35 East, to
be dedicated to 2 well to be drilled at a-standard location thereon. Also to be considered will be
the cost of drilling and completing said well and the allocation of the cost thereof as well as actual
operating costs and charges for supervision, designation of applicant as operator of the well, and a

charge for risk involved in drilling said well, .

CASE 7496: (Continued from March 3, 1982, Examiner Hearing)

Application of Viking Petroleum, Inc. for an unorthodox location, Chaves County, New Mexico.
Applicant, in the akove~-styled cause, seeks approval for the unorthodox location of an Abo gas well
to be drilled 62 feet from the South line and 1984 feet from the East line of Section 29, Township
5 South, Range 24 East, the SE/4 of sald Section to be dedicated to the well.

CASE 7512: Application of Viking Paetroleum, Inc. for an unorthodox locaticn, Lea County, New Mexico.
Applicant, in the above-styled cause, seszks approval for the uncrthodox location of a well located
in Unit H of Section 31, Township 13 South, Range 34 East, Nonombre-Penn Pool, said well being a
recompleted Morrow test and located in the SE/4 of the quirter section whereas the pool rules require
wells to be located in the NE/4 or SW/4 of the quarter section.

CASE 7476: (Continued from March 3, 1982, Examiner‘ﬁeariﬁq)

Application of Jack J. Grynberg for compulsory pcoling, Chaves County, New Mexico.

Applicant. in the above-styled cause, seeks an order pooling all mineral interests down through

and including the Abo formation, underlying two l60-acre gas spacing units, being the NE/4 and

SE/4, respectively, of Sectior 12, Township 5 South, Range 24 East, each to be dedicated to a well
to be drilled at a standard location thereon. Also to be considered will be the cost of drilling
and completing said wells and the allocation of the cost thereci as well as actual operating costs
and charges for supervision, desanatxon of applicant as operator of the wells and a charge for risk

involved in drilling said wells.

CASE 7513: Application of Mesa Petroleum Company for compulsory pooling, Chaves County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Abo
formation underlying the SE/4 of Section 12, Township 5 South, Range 24 East, to be dedicated to a
well to be drilled at 'a standard location thereon. Also to be considered will be the cost of drilling
and completing said well and the allocation of the cost thereof as well as actual operating costs and
charges for supervision, designation of applicant as operator of the well, and a charge for risk

involved in drilling said well.

SE_7514: Application of Santa Fe Exploration Co. for compulsdry pooling, or in-the alternative a non-standard
oration unit, Eddy County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling

all mineral interests in the Permo-Penn, Strawn, Atoka and Morrow formations underlyzng ‘the W/ 2 of
Section 2, Township 20 South, Range 25 East to be dedxcated to A well to be drilled at a standard
location thereon. Also to be considered will be the cost of drilling and completing said well and

the allocation of the cost thereof as well as actual operating costs and charges for supervision,
designation of applicant as operator of the well, and a 200 percent charge for risk involved in drilling
said well.  In the event said 200 percent risk factor is not approved, applicant seeks a non-standazd
unit excluding the lands of owners not participating in the well.
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CASE 7515

CASE 7445:

CASE 7492:

CASE 7500:

Application of Four Corners Gas Producers Association for designation of a tight formation,

San Juan County, New kexico. Applicant, in the above-styled cause, seeks the designation of the
pakota formation underlying all or portions of Townships 26 and 27 North, Ranges 12, and 13 West,
Townsghip 29 North, Rangzs 13 through 15 West, and Townsiiip 2% North, Ranges 14 and 15 West, contain-
ing 164,120 acres, more or less, as a tight formation pursuant to Section 107 of the Natural Gas
Policy Act and 18 CFR Section 271, 701-705,
(Continyed from February 17, 1982, Examiner Hearing}
{ This Casa will be continued to April 28, 1982)

Application of Harvey E. Yates Company for an NGPA detexmination, Eddy County, New Mexico.
Applicant, in theobove-styled cause, seeks a new onshore reservoir determination {n the San Andres
formation for its Fulton Colller Well No. 1 {n Unit G of Section 1, Township 18 South, Range 28 East.

{Continued and Readvertised)

Application of Harvey E. Yates Company for a tight formation, Chaves County, Rew Mexico.

Applicant, §{n the above-styled cause, gseeks the designation of the Atoka-Morrow formation underlying
ail or portions of Townships 7, 8, and 9 South, Ranges 28, 29, 30 and 31 Fast, containing 161,280
acres, more or less, as a tight formation pursuant to Section 107 of the Natural Gas Policy Act ana

18 CFR Section 271, 701-705,
{Continued from March 3, 1982, Examiner Hearing)

Application of Read & Stevens, Inc. for an exception to the maximum allowable base price provisions
of the New Mexico Natural Gas Pricing Act, Eddy County, New Mexico, - Applicant, in the above~styled
cause, seeks an order of the Division prescribing the price allowed for production enhancement gas
under Section 107 of the Natural Gas Policy Act as the maximum allowable base price if production
enhancemont work which qualifies under the NGPA is performed on its Hackberry Hills Unit Well No. §°
located in Section 22, Towiship 22 South, Range 26 East, Eddy County, New Mexico.
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Re: Docket No. 8-82
Examiner Hearing
March 16, 1982
Case No. 7514
John H. Hendrix, et al
Protestants

7

Dear Mr. Ramey:

This letter is submitted on behalf of John H. Hendrix,
Estoril Producing Corporation, Cal-Mon Oil Company and the
other owners of the leasehold underlying SE%NW% Section 2,
Township 20 South, Range 25 East, N.M.P.M., Eddy County, New
Mexico, containing 40 acres; more or less.

Mr. Hendrix, et al, respectfully protest the Application
of Santa Fe Exploration Company for compulsory poollng and
the alternative non-standard proration unit sought in the
above referenced case., Accordingly, we request that a copy
of this letter be made a part of the record in this case,
and we also request that the record reflect that our law
firm represents the protestants in this matter.

Due to time constraints, Mr. Hendrix, et al, have been
unsuccessful in obtaining the services of an expert to

testify on behalf of the protestants.

Thus, the protestants

are ‘unable on such short notice to formally present a case
in opposition to the applicant at this time, However, it




Mr., Joe Ramey, Director ~2- Mafch 11, 1982

should be noted that now and at all times in the past, the

protestants stand ready, willing and able to negotiate in

good faith with the applicant in this case for acceptable

terms of a farmout or joinder arrangement with the applicant

for the drilling of the well in question. Applicant has

been unable or unwilling to enter into such bona fide nego-

tiations. Absent such a bona fide effort on the part of

applicant, it is our position that applicant is not entitled

to invoke the jurisdiction of the Division for a hearing on |

March 16.

If the Division assumes jurisdiction of this case,
then with respect to the relief sought by applicant, we
strenuously object to the imposition of a 200% risk factor.
The Oil Conservation Division records will reyveal the
existence of a recently drilled Morrow well |~ “aa immediate
westerly offset to the tract in question in tliis case. The
well control information on the offset well, copies of which
are available from 0il Conservation Dlv1°1on files, will
reveal the offset well to potentially be a prolific pro-
ducer. Due to the close prox1m1ty of the well proposed by
applicant to the offset well, it is highly probable that a
well of similar quality can be drilled on the W% of Section
2. Accordingly, a 100% risk factor would be the max imum
which the Division should consider.

~We note with special interest and amazement the extraor-
dinary alternative relief sought for a nonstandard proration
unit of less than 320 acres if a 200% risk factor is not
approved., We find neither statutory nor regulatory
authority or precedent for this unique approach. Indeed,
granting such relief would be a patent violation of correla-
tive rights. We direct the attention of the applicant and
the Division to the provisions of Secticn 70-2-18 N.M.S.A.
1978, This section imposes a duty on the Operator of an oil
and gas well to either obtain voluntary agreements pooling
lands within a standard proration unit or to obtain an Order
of the Division pooling the lands. The laws of New Mexico




Mr. Joe Ramey, Director -3~ ¥March 11, 1982

do not authorize the issuance of an Order excluding lands |
from a standard proration unit where the Order is predicated
merely upon the fact that the excluded lands belong to non-

participating owners. :

Very truly YOurs,

HINKLE, COX, EATON,
COFFIELD & HENSLEY

CXL L S 5 &S

Conrad Efwboffield

CEC:rh

XC: Mr. Richard 3tamets

xc: Mr. Dan Nutter

Xxc: Mr. Perry Pierce

%*Cc: Mr. John H, Hendrix

XC: Estoril Producing Ccrporation
Xc: Mr. Paul Cooter

XCc: Cal-Mon 0il Company
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STATE O NEW MEXICO
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OIL, CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

OF SANTA FE EXPLORATION CO. FOR

COMPULSORY POOLING, OR IN THE CASE NO. _74/4
ALTERNATIVE, A NONSTANDARD PRORATION

UNIT, EDDY COUNTY, NEW MEXICO.

APPLICATION

COMES NOW Santa Fe Exploration Co. and hereby makes
application for compulsory pooiing of all mineral interests in
the Permo-Penn, Strawn, Atoka and Morrow forﬁations underlying
the W% Section 2, Township 20 South, Range 25 East, N.M.P.M.,
Eddy County, New Mexico, containing 320,78 acres, more or less,
and as grounds therefor states: |

1. BApplicant has been diligeﬁt in ité efforts to fofmv
a proration unit‘for the drilling of a well to be located in the
NWkSW% of said Section 2, but there remaiﬁ nonconsenting interest
owners in the proposederoratidn unit who have not agreed tq the
pooling of their interests.

2. To avoid‘the drilling of unnecessary wells, to
protect correlative rights and afford all owners of interests
in that proration unit the opportunity to recover, or receive
without unnecessary expense, their fair and just share of the
gas and associated hydrocarbons’ producible from the unitized
formatibns, this regulatory body should approve the poolipg qf
all “such minerai interests, whatever they be, within that proration
unit. | |

3. Aapplicant proposes to dedicate this proration unit

to the well to be located as heretofore set forth.




s

'ﬂ. Applicant sceeks permission to withhcld the proceeds
from productior attrilutable to each nonconsenting working interest
owner until such time as that interest owner's share of the costs
of the well have been recovered, plus 200% thereof as a charge for
the risk involved in the drilling of that well.

5. After due public notice, this regulatory body should
enter its Order granting cohpulsory pooling in accordance with

this Application, fixing a charge for risk and a per month cost

for operating the well, and granting each nonconsenting werking

interest owner the privilege to join in the payment of drilling
costs in accordance with law. Such Order should iurther provide
thaﬁ Applicant be appointed operator.

6. In the alternative, Applicant asks that in the event
this regulatory body dces not permit Applicant a 200% risk factor,
as heretofore set forth, and the working interest owners of any
lands included withfn the proposed unit refuse to pay their pro-

portionate share of the cost thereof, that a nonstandard proration

‘unit be fixed excluding the lands so owned by such noncohsenting

working interest owners.

Respectfully submitted,

SANTA FE EXPLORATION CO.

For ATWOOD, MALONE, MANN & COOTER
P. O. Drawexr 700
Roswell, New Mexico 88201

7-20—




DRAFT STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

AR A v

CONSIDERING;)
(/)/L’} CASE NO., ___ 7514
7 . Ordex No. R~ C;Zf/i
iy
APPLICATION OF SANTA FE CXPLORATION |
CO. FOR COMPULSORY PUOLING, OR IN THC o /
ALTERNATIVE A NON-STANDARD PRORATION UNIT, ;}/
£DDY COUNTY, NEW MEXICO. ‘ 1;.'

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m, on March 16

19 82, at Santa Fe, New Mexico, before Examiner Richard L. Stamets)

NOW, on this day of ‘ , 19 82 , the Division

Director, having considered the éestimony, the record, and the
recommendations of the Examiner, and being fully advised in the
prenises,

FINDS:
(1) That'due public notice having been given as required by

law, the Division has jurisdiction of this cause and the subject

matter thereof. ‘ l

(2) That the applicant, Santa Fe Exploration Co. ,

seeks an ordexr pooling all mineral interests inthe Permo-Penn, Strawn,

Atoks and Morrow formations underlying the W/2
of Section _ 2 » Township 20 South , Range 25 tast x
NMPM, . ; ' ’ Eddy County, New

Mgkico.
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Order No. R~

(3) That the applicant has the right to drill and proposes

to drill a well at a standard location thereon ) . .

(4) That there are interest owners in the probosed proration
unit who have not agreed to pool their interests.

(5) That to avoid the drilling of»unnecessary wells, to
protect»correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary c.ipense his just and fair share of the gas
in said pool, the subject application shiould be approved by

peoling all mineral interests, whatever the/may be, within said

(6) That the applicant should be designated the operator
of the subject well and unit. i : ‘ .

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

(8) That any ngn-consenting working interest owner who
does not pay his share of estimated well costs should 'have
withheld from production his share of the:reascnable well costs”
plus an additional /Y percent thereof as a reasonable charge

for the risk involved in the drilling of the well,

{9) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but -
that actual well costs should be adopted as the reasonable well

costs in the absence of such objection.

(10) That féllowing determination of feasonable well costs,
any non-conéenting working ihterest owner who has paid his
§hare of estimated codts should pay to the operator any amount
thét reasonable well costs exceed estimated well costs and

should receive from the operator any amount that Faid ‘estimated

well costs exceed reasonable well costs,

(s -
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(11) That $‘2Z%9C) per month wnile drilling and

(3% ,
$ .369{9/”” per month while producing should be fixed as reason-

able charges for supervision (combined fixed raves); that 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 produation the
proportionate share of actual expenditures required for operating

the subject well, not in excess of what are reasonable, attributablle

to each non-consenting working interest.

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

(13) That upor the failure of the operator of said pooled |,
unit to commence drilling of the well to which said unit is

dedicated on or before (;1,( [z,, l, J?ﬁ'lw B , the order

pooling said unit should ‘become null and void and of no effect

whatsoever.
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and proration unit to be dedicated to a well to be drilled

at a standard location thereon

PROVIDED HOWEVER, that the operator of said unit shall

commence the drllllng of sald well on or before the '/5¢baay of

‘A, ) ) , 19 5’7/ and shall thereafter continue the drlllmg*
é/saég well with due dlllgence to a depth suff1c1ent to test the.
Z/o/o[wwpuc/ /2Mn sL/u."-mw format:.on;
P PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the /J rgobay of
é&,é; g ¢ 197 ¥y, ¢ 7; Order (1) of this order shall be null

and vozd and of no effect whatsoever; unless sazd operator obtaxns

a time extension from the . pivision for good cause shown.




PROVIDED FURTHER, that should said well not be drilled to -

completion, or abandonment, within 120 days after commencement
thereof, sald operator shall appear before the Division Director a

show cause why Order (1) of this order should not be rescinded.

(2) That Santa Fe Exploration Co. is hereby designated
the operator of the subﬂect well and unit.

(3) That_after the effective date of this order and within
% 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) That within 30 days frbm 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 that any
‘such owner who pays his share of estimated well costs as pro-
vided above shall remain liable for operating costs but shall
‘noﬁ be liable for risk charges.

(5) That the operator shall furnish the Division and each
known working interest owne: ai itemized schedule of actual well
costs within 90 days following completion of the well; that 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, that if there is an objection to
actual well costs within said 45-day period the Divisioanill
deternine reasonable well costs after public hoticé and hearing.

(6) That within 60 days following determinatién of reason-
able well cdéta, any non~-consenting working interest owner who

has paid his sharé,of’estimated costs in advance as'provided

nd




llproportionate share of actual expenditures required for operating.

ieach non-consenting working interest.

P I
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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,

{7) That the operator is hereby authorized to withholdv
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 30 days from the
date the schedule of estimated well costs is
furnished -+~ him.

(B) As a charge for the risk involved in the )

drilling of the well, ngfi percent'pf the pro rat?
share ¢f reasonable well costs attributable
to each non-consenting working interest
owner who has not paid his share of estimatead a
well costs within 30 days from the date the
schedule of estimated;well costs is furnisﬁéd
to him. -
(8) That the operator shal; distribute said costs and
charges withheld from production to the parties who advanced

-the well costs.
ot .
(9) That $_ 700¢ ~ _ per month while drilling and

.$ ;305)! ‘ per)month while“produCing are hereby fixed as

reasonable charges fcr supervision (combined fixed rateé); that th+
operatcr is hereby authorized tc withhold from production the

proportionété share of such supervision charges attributable to
each hon—donsentiﬁg working'interest, and in addition thereto, the|
operator is heieby authorized to withhold'from<production the

b

such well, not in excess of what are reasonavle, attributable to
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(10) That any unsevered mineral interest shall be considerdd
a seven—-eighths (7/8) working interest and a one-eighth (l/8f
royalty interest for the purpose of allocating costs and charges

under the terms of this order.

(11) That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interest$ share of production, and no costs or charges shall

| be withheld from productlon attrlbutable to royalty lnterests.

(12) That all p;OuGEGb from productlon Lrvm The subjecy
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 ownershipj

¢

that the operator shall notify: the Division of the name and
address of said escrow agent within 30 days from the date of
first depos1t with said escrow agent.

Qab’-" S
) (l@b That jurisdiction of this cause is 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 herein~

above designated.
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‘be withheld from production attributable to royalty interests.

Qab

~G =~
Case
Order No.
(10) That any ungevered mineral interest shall be considers
a seven-eighths (7/8) working interest and a one-eighth (l/8f
royalty interest for the purpose of allocating costs and charges
undexr the terms of this order.
(11) That any well costs or charges which are to be paid

out of production shall be withheld only from the working

interest§ share of production, and no costs or charges shall

(12) That all proceeds from production from the subject

well which are not disbursed for any reason shall immediately

be placed in escrow in Eddy ‘Count§, New Mexico, to be

paid to the true owner thereof upon demand gnd procf of ownershipj;
that the operator shall notify the pDivision of the name and ‘
address of sdid escrow agent within 30 days from the date of
first deposit with said escrow agent.

(14

entry of such fur+“.ir orders as the Division may deem necessary.

That jurisdiction of this cause is retained for the

DONE at Santa Fe, New Méxlco, on the day and year herein-
A ~
above designated. VY

s Case—
g e

1) t¢ﬁer»~ yﬁivf</94r045%

b2 - 5 Porn cored 7

r$ //cne'?'/ azs: hees 5w C//










