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IN 7HE MATTER OF:

STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW HEXICO
14 April 1982

EXAMINER HEARING

Application of MGF 0Oil Corporation for CASE
compulsory pooling, Lea County, New 7557
Mexico.

BEFORE: HRichard L. Stamets

PTRANGSCRIPT Gf ilEARING

APPEARANCES

For the 0il Conservation W. Perry Pearce, Esdq.

Division:

For the Applicant:

Legal Counsel to the Division
State Land Office Bldg.
Santa Fe, New Mexico 87501

William F. Carr, Esq.
CAMPBELL, BYRD, & BLACK P,A.
Jefferson Place .
Santa Fe, New Mexico 8750
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WENDALL M. GIBSON
Direct Examination by Mr. Carr

Cross Examination by Mr. Stamets

EXKEIBITS

Applicant Exhibit Cne, Plat
Applicant Exhibit Two, Leases

Applicant Exhibit Three, Letters
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MGF 0il Corporation for compulsory pooling, Lea County, New

Mexico.

name is William F. Carr, with the law firm Campbell, Byrd, and
Black, P. A., of Santa Fe, appearing on behalf of the appli-

cant. I have one witness who needs to be sworn.

beihgvcalled~as a witness and being duly sworn vpon his oath,

testified as follows, to-wit:

BY MR. CARR:

Q

of residence?
N
0.

in what capacity?
A

0

‘Wendall M. Gikson, Midland, Texas.

3
MR. STAMETS: We'll call next Case 7557.

MR. PEARCE: That is the application of

MR. CARR: May it please the Examiner, my

(Witbess sworn.)

WENDALL M. GIBSON

DIRECT EXAMINATION

Will you state your full naune and place

Mr. Gibson, by whom are you employed and

MGF 0Oil Corporxation, Division Landman.

Have you previously testified before this)-
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Commission or one of its Examiners and had your credentials
as a landman accepteé~and made a métter of record?

A Yes.

o Are you familiar with the application

filed in this case on behalf of MGF 0il Corporation?

A Yes.

Q Are you familiar witﬁ the subjeét well?
A Yes,

0 And the general area?

A Yes.

MR, CARR: ’Are the witness' qualificationﬁ
acceptable?

I might note at this time, Mr. Stamets,
that in this case we are only requesting pooling of cértain
rovalty interests and therefor we will not be offering testi-
mony as to risk. All éf théée matters are covered by joint
operating agreements and 100 percent of the working‘interest

is in.

MR. STAMETS: Under those conditions theréuf

is no doubt but what the witness is considered qgualified.

0 Mr. Gibson, will you please state what

MGF seeks with this case?

A MGF 0il Corporation seeks to pool all

interests from the surface down through the Seven Rivers form-

A i, o A L M o sy
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5
ation underlying the southwest quarter of Section 32, Township
19 South, Range 39 East, and to have a well dedicated, a gas
well in a standard location of 160 acres.

Q Mr. Gibson, will you briefly summarize

for Mr. Stamets the history of the subject well?z

A We have drilled the well to the San AndréJ
and have plugged back and are waiﬁing on a completion rig to
further test the Seven Rivers, or complete the Seven Rivers.

1 And did you previously appear before
this Commission to have the acreage pooled or at that time 4did
you have all the acreage in the 40-acre tréct involved?

A We had all of it. At that time we had
all of the 40 acres involved.

Q - Would you please refer to what has been
marked for identification as MGF.Exhibit Number One, identify

this and explain to Mr. Stamets what it shows?

A, This is a land plat depicting the 160 acrds

for compﬁlsory pooling in the southwest quarter of Section 32|
Also the hatched lines aroundlthe area adjacént to 32 also

have -- MGF also has leasehoia interést in these. It shows
the propesed well thgt MGF pluns to drill and also it shows

the offsetting ownership.

0 I believe this plat shows several pro-

posed locations. Could you indicate to Mr. Stamecs which, if’
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any, of the wells have been drilled?

A The Joe Wright Well in the northwest
guarter northwesl guarter of Section 5 has been drilled.

a The other proposed locations have not
been drilled to date? |

A No, we're up i we're drilling on the
Sun Well in Section 32. They havé not been drilled.

LR And is 160 acres a standard spacing unit

for Seven Rivers tormation?

A Yes.

Q Will the proposed well be drilled at an

" orthodox location?

A Yes,

Q Does this plat also indicate other wells
in the-.immediate area?

A | It does.

Qo Are there any wells shoﬁn on this plat
that Have an estaplished p;oduction history for the Seven
Rivers formatiéﬁ?

A _ No.

0 ‘The wells to the south, do they penetrate
the -~ is there any Seven Rivers production in that area?

A No.

0 What perceht of the working interes£ does
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'companies to commit their royalty interest to the well?

. submitted that they'll work out something with 03 as soon as

{we get the order; that they will.go ahead. Heritage is --

MGF represent at this hearing today?

A 100 percent working interest.

o I believe ynu've indicated that the rovaigy
interest has not -- all the royalty interest has not yet com-
mitted to the ﬁell, is ithiai correct? |

A True.

0} Will you please refer to what has been

marked Exhibit Number Two and identify these for Mr. Stamets?
A We have leases from Heritage Resources
and from Petroleum Corporation of Texas. These leases were

silent on the pooling provision.

Q ; Is there also a lease there from Sun?

A Yes, we have also a lease from Sun, which

is also silent on pooling.

Q What efforts have you made to get of thesj

A, We have talked to them and they verbdally

well, Petco speaks for Heritage and I talked with those peopl%
this week and they said they'd work out something with just

a -- voluntarily will do the pooling with us,ﬂand we've alread
sent a letter to Sun and they have also agreed that they will

entertain the idea of voluntary pooling in this 160. But we

Y

:
;
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have not any -- haven't got anything in hand at this time.

13 You've been operating under a fairly
short time frame on this, have you not?

A Right.

0 You only planned to pocol the Seven Rivers

after you were unable to complete in the --

A San ‘Andres.

0 -- San Andres formation.

A Yes, sir.

108 Would you refer to what has been marked

for identification as Exhibit Number Three and identify this
for Mr. Stémets?

A ‘ These are letters sent -- certified let~
ters sent by our attorney to each of the‘parties, Petco,
Heritage, and Sun, stéting the date and time of this hearing.

Q aAnd you have  talked to each of the partie%
since this letter was sent and delivered to them.

A, Right.

a0 And was it correct that MGF does not seek
the imposition of a penalty or any other matter ihasmuch és
yoﬁ're only pooling royalty interests?

" A Right.

[0} And MGF under the operating agreement will

be operator of the well, is that correct?
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- BY MR. STAMETS:

A Yes, sir.

o ‘ In your opinion, Mr. Gibson, will granting
this application be in the best interest of conservation,
the prevention of waste and the protection of cqrrelative
rights?

A Yes, sir.

Q Were Exhibits One throv,. Th;;e prepared
by you or were the exhibits compiled under your direction and
supervision?

— A Yes,? lir.
MR. CARR: At this time, Mr. Stamets, we
would offer MGF Exhibits One through Three.

MR. STAMETS: These exhibits will be ad-

mitted.

MR. CARR: I have nothing further on

direct.
CROSS EXAMINATION

") Mr. Gibson, is the Seven Rivers zone a

gas zone in this well?
A Yes, sir.

Q Now who owrns the royalﬁy interest that

you are seeking to pool?
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A , Well, the Sun Company owns -- we've got
a lease from Sun. They own royalty. Aand ideritage, and Petco
under that one 80, owns a royalty interest. Thos three peOplﬁ

own under that 80 acres.

Q : Okay. There 2re ne other royalty lﬁteIESur?

7 A No, sir.

t [0} All right, and you have contacted each

9. | one of these -- ,
10 A Yes, ' %
1| Q ~- beforehand. | g
12 . Okay. Any other questions of this witnes%? ]

Sl ;

13 | He may be excused. ?
l‘, MR. STAMETS: Anything further in this

15 | case? | | |
16 _ ~ MR. CARR: Nothing further.

17 MR. STAMETS: The case will be faken under

18 r advisement.

19

20 » _(Hegrihq‘cOﬁéluded;)

B R BB
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CERTIFICATE

I, SA.LLY W. BOYD, C.S.R., DO NTREBY CE?‘.’!‘iPY that

- the foregolng Transcript of Hearing Lefore the 0il Conserva-

5
6 tion Division was reported by mc; that the said transcript
7 is a full, true, and correct record of the hearing, preparcd
8 by me to the best of my ability. !
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. a complele record of the proccedings In

the Examiner hearing of Case No. d
- heard mgon o d 0 d 19 &~
| : . Examiner
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BRUCE KING
GOVERNOR

LARRY KEHOE
SECRETARY

~

" JOE D. RAMEY

April 24, 1982

Mr. William F, Carrp Re:

Campbell, Byrd & Black
Attorneys at Law

Poet Office Box 2203
Santa Fe, New Mexico

Dear Sir:

STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

olL CONSEFIVATEON DIVISION

CASE NO.

STATE LANO DFFICE BUILIING

SANTA FE, NEW MEXICO 87501
509 827-2434

7557

ORDER NO,

Applicant:

-5
{

2N
N
C
<

HGF 011 Corporation

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

Ypurs very truly, !

I
PRl

Director

JDR/fd

Copy of order also sent to:
Hobbs 0OC» X

Artesia OCD E

Aztec OCD__

Other




. STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSEKRVATION DIVISION

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

CONSIDZIRING:
CASE NO. 7557
Order No. R-6964
ADPLICATION OF MCP OIL CORPORATION |
FOR COMPULSORY POOLING, LEA COUNTY,
NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m, on April 14, 1982
at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this 28th day of April, 1982, the Division
Director, having considered the testimony, the record, and th
recommendations of the Examiner, and being fully advised in th
premises, :

FINDS:

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

(2) That the applicant, MGF 0il Corporation; seeks an
order pooling all mineral interests from the surface down
through the Seven Rivers formation underlying the SW/4 of
Section 32, Township 19 South, Range 39 Fast, NMPM, Lea County|
New Mexico.

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

(4) That there are rovalty interest owners in the proposéd
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 eacl
interest in said unit the opportunlty to recover or receive
without unnecessary expense his just and fair share of the ga?
in said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, within said
unit.




-2
Case No. 7557
Order No. R-6964

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

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

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, fro
the surface down through the Seven Rivers formation underlying
the SW/4 of Section 32, Townghip 19 South, Range 39 East, NMPM,
Lea County, New Mexico, are hereby pooled to form a standard
160~acre gas spacing and proration unit to be dedicated to a

well drilled at a standard location thereon.

(2) That MGF 0il Corporation is hereby designated the
operator of the subject well and unit.

(3) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately b?
placed in escrow in Lea County, New Mexico, to be paid to the
true owner thereof upon demand and proof of ownership; that the
operator shall notify the Division of the name and address of
said escrow agent within 30 days from the date of first deposit
with' said escrow agent. :

(4) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary

DONE at Sarnta Fe, New Mexico, on the day and year

ave designated.

TATE OF NEW MEXICO

4
J0E D. RAMEY , /
Director
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‘ O .. 92?‘;011. AND GAS LEASE / M11-279
APy 318w 254 9% /12798
' - This Agreervat rvade and entered {nto by and becveen

HERITAGE RESOURCES, a General Partnership .
P._ 0. Box 7122

v Davis, Oklahoma 73030

(herefnafrer called Lessor), and MGF OlL‘CORPORAUON
P, 0. Box 5027, Midland, Texas 7970! ] - )

(hereinafter called Lessee),

Witnesseth that Lezsor, far and ln considerstion of TEN DOLLARS ($10.00) cash in hand patd and other
valuable consideration, receipr of which is hereby scknowiedged, and of the ccvenants and agreements herein-
after corkained to be paid, kept and performed by Lessce, has granced, demised, leased and let and by these
presents does grant, demise, lease and let unto Lessee, for the. sole and only purpose of exploring, drilling,;
mintng and ‘producing ofl and gas and laying pipe lines and bullding tanks, pover stations and structures
thereon to produce, save and take care of sald products, all that certain tract of land situsted in the County
of Lea . State of __New Mexico , described as follows, to-wit:

DEPTHS FROM THE SURFACE DOWN TO FIFTY FEET (50') BELOW THE DEEPEST DEPTH OF ANY
WELL COMMENCED ON THE FOLLOWING DESCRIBED LAND DURING THE PRIMARY TERM HEREOF:

/2 SW/4 Section 32, T-19-S, R-39-E,
containinag 80 acres, more or less

Notw1thstand1ng anything to the contrary contained herein, if Lessee secures
production during the primary term of this lease, it is understood and agreed that
this lease shall expire on Apr11 9, 1982 except as to the following specified acreage
around each well then producing or capable of producing in commercial quantities
and/or each well then being drilled which is, within a reasonable time thereafter,

~completed as a commercial-producer: (1) 20 acres around each 0il well and/or (2)
40 acres around each gas well and/or {3) such larger proration units as are prescribed
for such wells by the 0il Conservation Commission of New Mexico or other lawful
authority having jurisdiction, such tracts to be in as near the form of a square
as pract1ca] At such time, Lessee will prompt]y deliver to Lessor a partial re]ease
covering the expired acreage and depths.

/7 UA

’ "

Leasee shall at all t{mes protect the leued prmhen from drntm\ge by vellu on other properties and
whenever 011 or gas hag been discovered in commercial quantities, Lessee shall reasonably develop the leased !
Pl’t‘!ﬂist‘ . )

Lessee shall have the right at any time to remove all machinery ‘nd fixtures placed on said premises, ~N
tncluding the right to duv ‘and remcie casing; provided that Lessor reserves the option to pay salvage vuluo

of such casing and take over any vell proposed to be plugged. %
If Lessee shall commence drinlng a well within'the primary terr of this lease or any extemlon thareof,
..essee shall have the right to drill such well to completion with ressonable di)igence and dispatch and, f ol N

or giés or either of them be found in paying quantities, this lease shall continue and be {n force with Yike
effect as 1f such wvell had been completed vithin the primary term,

1f the estate of either party hereto is assigned, and the" privilege of usllgntn; in vhole ur part {»s
expressly allouved - the covenants hereof shall extend to their hefrs, executors, administrators, successors or
sssigns; but no change of ownership wshall be binding on efther party vntil the other has been fuenished with a
true copy of the deed or assignment within 30 days of the date of the change of ownership.

Lessee shall, during the drilling of any wells on'the leased premises, furnish Lessor daily drilling
reports,copies of all-logs run, copfes of veports and farms flled with the State regulatory bodies in connection
with such wells, well locatfons, dates of completion and abandonsent, Lessee shall also furnish Lessor coples of
any title opintons or title reports which Lessee may cbtain on the leased premises,

In the event ‘Lesscr defaults in payment of any taxes, liens or other encumbrances on the above de-
scribed lands then, in such event, Lessee shall have the right &t any time to pay same and thus be subrogated
to the rights of the ownmer or holder of such indebtedness. :

W?.-- bndebduttng 1 €33¢ shall be subject to all Federal and State Lave, Execu-
tivefOrders mm lease ﬁmn not be term{mnated, in whoule or in part, nor Lessee held
1iasble in W with, f1{ compliance 1s prevented by or {{ such fallure s the
resut of an -??K' ke, " . tion,

1IN L Qth J day of April v 19 79 .
CASE NO._ 7 s § 7 JI HERITAGE/RE OU}L%L a General Partnership

Submitted by
Hearing Date «lea

I —SINGIF _ACINOWLEDGMENT ¥
THE STATE .QF' b 'OHA
COUNTY 9}‘00 -HflRRAY BEFORE ME, the undersigned authurity, on Lhis day personally
el <1y " “ -
nppeueL__Burl‘é Hea.h-y“ i known to me to be the

FDS IS RN
|u-nun._. whase rmm:._..‘nlxmwlucnbcd to thc foveguing Instrument and-acknowicdied to me that — JieMEEHE executedd the

«waine for the purpmu nru comldcntlon thervin expressed.

Given undu my hand snd aeal of office thls the—9th day of April : A
(s£aL) G BN R .
. ‘ v "“ o"
My Coewisalon tlpirh"'.'" February 13, ]980 MUffax L

Nutary Public in an

v.o1s 29
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‘Subjéct to the other provisiions herein contained, this lease xhall remain inm force for a term of
years from this date, and as long there;f:er as oll or ges, or either of them, §s produced {n commerclal quentities
{rom said lands by Lessee.

In consideration of the premises Lessee éovenants and agrees:

To delfver in kind free of cost, at the wells or to the crecit of Lessor {n the pipe lines or tanks to
which the vells may be connected, the equal I/E part of all oil produced and saved from sald lesnred preme
{ees.

Aad co pay Lessor ,/5 of che value of all raw gas at thi routh of the well, for gas scld &c the
well or sold; er used off the premises, or for the extraction of gasolire or other products, payment for gas so
used or 301d Lo bi cade monthly. Lessor shall have gas frce of cost from any gas vell on said premises for al 1
"stoves and llghts in the’ princlpnl house on said land. .

If the actual dr(lliﬂg of a well has not been’ commenced on said land on or before one year from th!n
date, this lease shall :erminat- as: to both parti” unle;s Lessee on or before that date shall pay or tender to
Lessor, or to Léssor's credft in thelFirst' Hational Bank &Y Davis, Okla. , Or its succéssors, which shall
continue asg the depository reg-rdle<s of changes in’ the owmership of said lands, the sus of
Sixteen:Dollars & NO/100---~=porLrars ($ 16.00 ). vhich shall cperate as & rzntal and cover the
privilege cf deferring the commencement of a well for a period of one year from said date. 1In like mavner and
upon like payments or tenders the commencement of a welil ay be further deferred for one year periods during the
prirary term hereof, :

1f Lessor owns a less interest. !n’the adove dei ribed land than the eatire and undivided fee simple
estate therein, then the royalties hereln’ ‘Provided shall be pald Lessor' oniy {n the, groportion vhich its {nterest
bears to the whole unuivlded fee. This clauss does not apply to rentals payable hereunder,

Lessee shall have the right to use, free of ¢oat, gas, oil and water produced on said land (or its
operations thereon, rxcept water frow the weils of Lessor,. Whén r-quelted by Lessor, Lessee shall bury 1ts pipe
“lines below plov depth. No weil shall be dr{lled nearer rthan 200 feet to any building now on said premises,

“'without the written consent of Lessor. Lessee shall pay for damages caused by its operation on said land,
Lessee shall at all times protect the leased premises from drafnage by wells on other properties and Sl&
whenever ofl or gas has been dl:cuvered ln\commerclnl quantities, Lessee shall reassonably develop the leased \Ql

pn.-mlfu. ‘-\“

s Lc:;ee ‘shall have the right at any time to rcmove all machlnery -nd ‘fixtures p!nced on said’ prcnlnc:.
including the right to drawv and remc-e casing; provided that Lessor reserves the option to pay sslvage value
ol such casing and take over any weil propoged to be plugged

1f Lessee shall commence drilling a well vithin the primary terr of this lease or any extension thereof,
Lessee shall have the right to drill such well to completion with reasonable diligence and dispatch and, if oil N
or gas or efther of them be found In paying quantit{es, this lease shall continue and be tn force with like
effect as {f such vell had been completed within the primary term.

If the escate of either party hereto is assigned, and the privilége of usaignlng in. whole Ur pert ge
expressly alloved - the covenants hereof shall extend to the{r heirs, executors, administrators, succeasors or
assigns; but nochinge of ownership shall ‘be binding on efther party unt{l the other has been furnished vith s
true copy of -the deed or assignment vlthin 30 days of the date of the shange vf ownership.

Lessee shall, during the”drllling of any vells on the lessed premises, furnish Lessor dailly drlll(ng
reports,copies of all logs run, copies of vreports and forms filed with the State regulatory bodies ln connection
with such vells, vell locations, dates of completion and zbandonment. Leéssee shall elio furnish Letror coples of
sny title op(nions or title report: vhich Lessee may obtain on the leased premises.

> In the event Leslor defauits !n payment of any taxes, liens ¢r other encumbrances on the above de-
scrived lands then, .in euch event, Lessee shall have the right at any time to pay same and thus be subrogatey
to the rights of the owner or helder of such tndebtedne:n.
All express or lmplled covenants o( this lease -hall be subject to all Federal and State Laws, Execu-
¢ive Orders, Rules or Regulations, and this lease shall not be terminated, in whoule or in part, nuvr Lesser held
“11able in damages for failure to comply therevith, {f compliance fs prevented by or {f such {aflure {3 the
‘result of any such Law, Order, Rule or Regulactton,

P

Erecuted and effective this the 9rh _ day of April .19 798 :
" HERITAGE/RESOURJES, a.General Partnership
By:
€y, a weneral Fartner Y-

SINGLE ACENOWLEDGMENT

W,
THE STATE QF!, wIRE i oMA

COUNTY m-(}) MURRRY = ™. BEFORE MFE, the undersigned authurity, on this cay personally
! ""lh -;'. E
.ppurc¢ Burk‘é bﬁa!gy" i known to mc to be the

: : - N - )
prrsun \Ahme';}mz__"ulxm(ub‘cnbcd to the foregoing Inatrument and acknowledged to me that . ieds # executed the

. saine for !hc purpn«es nnd concrdcral'on ther;ln expressed. '
A b1 29

Glven ende5 my hnd ;nd nu! o{ affice thls tht_S.Lh..
{SLAL) ; R
v

.-
Al ..

My Commisston :.piu. w'February l3

aay of__April

1980
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STATE OF NEW MEXICO
COUNTY OF LEA ;
FILEG , -

'JUL 26 1979 .,/ e,

a@;'dnckﬁz.\(— “
and recgrded 1 Buok
PJFJ;J ‘ ) O
Jarie Rice Smith County Clerk ) '
By—. —fk Deputy -
Ve, -"_.

Yo
.
*
F
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This Agreement made and entered im / by and betveen PETROLEUM CORPCORATION OF TEXAS
{P. 0. Box 911, Breckenridga, Tevas 76024) ' —
(herefnafter caliad Lessor), and O“. CORPORATION -

(P. 0. Box 5027, Midland," Texas 79701)

{hereinafrer called Lessee}. :

Witnesseth that Lessor, for and in ccasidzuum .14 IBI DOLLARS ($10.00) cash (n hand pu\ .nd o:her
valuable consideratfon, receipt of which"is heredy acknovledged, and of the covenants and agreements herela- |
after contained to be paid, kept and performed by lLessee, has granted, demised, leased and let and by these
presents does graunt, demise, lease and let unto Lessee, for the sole and only purpose of exploring, drilling,
mining and producing ofl and gas and ‘laying pipe lines and buildtng tanks, power stations snd structures
thereon to produce, save and take care of said pioducts, all that certain tract of land situated in the County
of 28 . Stave of New Mexico ., described as follows, to-wic:

rl

e —— i — . . - a -

DEPTHS FROM THE SURFAGE DOWN TO FIFTY FEET (50') BELOW THE DEEPEST DEPTH OF ANY
NELL COMMENCED OK THE FOLLOWING DESCRIBED LARD DURING THE PRIMARY TERM HEREOF:

S/2 SW/4 Section 32 T-19-S, R-39-E,
containing 80 acres, more or less

Notw1thsband1ng anythxng to the contrary contained herein, if Lessep secures

produs ction during the primary term of this lease, it is understood and agreed that

this lease shalil expire on April 9, 1982 except as to the following specified acreage
around each well then producing or capable ‘of producing in commercial gquantities

and/or each well then being drilled which is, within a reasonable time thereafter,

.completed as a commevcial producer: (1) 20 acres around each 0il well and/or (2)

40 acres arcund each gas ‘well and/or (3) such larger proration units as are prescribed

for such wells by the 0i1 Conservation Commission of New Mexico or other lawful

" authority having jurisdiction, such tracts to be in as near the form of a square

o a———

as pract1ca1 At such time, Lessee will promptly deliver to Lessor a partial release
covering the expired acreage and depths.

PR,

1f Lessor owns o less interest in the above descrided 1:a2d than the entire and undivided fee si-ple

estate therein, then the royalitfes herein provided thall be paid Lirsorionly 4a the proportion which its interest N

bears to che vhole vndivided fee. This ciause does not apply to rentals payable hereunder,

‘Lessee shall have thc right ¢c use, free of cost, ges, o0il and water produced on said- lu\d for its
operations thereon, except water from the wells of Lessor. When requested by Lessor, Lessee shall bury its pipe
lines belcw plov depth. No weli shall be drilled nearer than 200 feet to any building now on said premises,
vithout the written consent of Lessor. Lezsee shall pay fcr damages caused by its operatfon on safd land.

Lessee shall at all times protect the leased premises from driinage by veils on other pzoyerttu and
vhenever oil or gas bas been discovered in cmctxl quantities, Lessee sliall rezsonably develop the leased
presiises.

‘ Lesses lblll have the ﬂgh: at any rime to remove all machinery and fixtures placed on said premises,
_includiznz the right to draw and remove casiag; provided that Lessor reservas the option to- Pay saivage value
of suchk cacing and taks over -any vell proposad o be plugged.

1f Lessee shall commence drilling a weil within the primary terr ot this lease or any exteusion thereof,
Lessee shall heve tbe right to drill such well to corplerion with reasomable Ailigence and dispatch sad, if ofl
or gas or either of them be found in paying quantities, this lease shall continue and be in force with 1like
2ffect as £f such well had been completed within the primary term. ‘s

1f the estate of either parc¢y hereto is assigned, and the prh ilege of usigning in whole or part 1is
expressly allmd ~ the covenants hereof shall extend to their heirs, executors, administrators, successors or
assigns; but no change of owmership shall be binding oa either party until the other has been furnished with a
true copy of -the deed or assfgmeat vithln 30 days of the date of the change of ownership.

Lessee shall, during the drilling of any wells on the leased premises, furnish Lessor daily drilling
reporta,copies of all logs run, copies of reports and forms filed with the State regulatory bodies in connectfon
with such wells, well locations, dates of completion and abandorment. Lessee shall also furnish Lessor coples of
any title opinions or title reports which Lessee may obtain on the leased premfises. .

In the event Lessor d-faults in paymens’ of any ‘taxes, liens or other encumbrances on the above de-
scribed lavds then, in such event, Lessee shail hive the right at any time to pay same and thus be subrogated
to the rights of the owner or holder of such indebtedness.

All express or implied covenants of this lease rhzll be subject to all Federd and State Lav-. Execu-
ttve Dtders. Rules or Regulations, and this lease shall not be terminated, in whole or fn part, nor Lessee held

13b1e in damages for failure to comply therevith, {f compliance is prevented by or {f such failure fs the
result of avy _mch l.a.v. Order, Rule or Regulation, :
zxeé--:ea aw ‘effective this the _9th___ day of April , 1979 .
N < n,

OF TEXAS

‘Attesti

) 7%
. THE STAthOF TEXAS |

COUNTY OF STEPHENS |

.- ... _The foregoing instrument was acknowledged before me, this 9th:day of
Aprii; 1979, by J. L. McCLYMOND, President of PETROLEUM CORPORATION OF TEXAS,
a corporation, on behalf of said corporatlon

.,-:“_" ‘(SEAL) : 4 44% /\’?4_44//‘-\/

‘ , Notary Public
Hy Commission: Expires: ' ' clenna Lasater
Jr-3¢- ya

1

Yo

APPROVED
AS TO FORM

o~

AS TO COKTENY

Telon IR Y Sy . ,5! / / .
D sy ] ) //FU , |
; d I4d
A°s1stant © Secretary Presideny’ - V.

é-

i

"//‘l Aébf
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Subject to the other provisions herzin contained, this lease shall remain in force for a te \5"
years from this date, and as long theresfter as oil or gas, or either of them, £s produced in commer ~ jlantities
from said 1snds by Lessee. g !

1o consideration of the premises Lessee covenants and agrees:

To deliver in kind, free of cost, at the wells or to the credit of Lessor in the pipe lines or tanks to
‘which the wells may be conmected, the equal 1/ part ot aiil oii produced and saved isom seid iliazad prom-
ises.

Ard to pay Lessor _ 1, z& of the value of sll raw ges at the mouth of the well, for gas sold at the
well or sold or used off the premiser, or for the extraction of gasoline or other products, payment for gas so
used or sold to be made monthly. Lessor shall have geas free of cost £zqc any gas well on said premfses for all
stoves and lights in the principal house on said land.

1f the actual dxillifng of a wi 11 has not been comenced on said land on or befnre one year from this
date, this lease shall cerminat2 as to both parties, unless Lessse on or before that date shall pay or tender to
Lessor, or to Lessor's credit in the First Bational Bank at Breckenridge, Texas, of its successors, which shall !
continue as-the depository .rsgardless of chirges in ths owmership of said lands, the sum of |
Twenty-one and 33ﬂ ------ “POLEARS (§ 21.3 33 ), which shall operate as a rental and cowt co'vu ¢ the 1

privilege of deferring the commencemest Gf a well for @ perioc’ of one year from said date. In like manner 2 d
upoa like payments or tenders the comiencement of a weil may be further deferred for one year perioda durtm‘* ‘hc
primary term hereof. :

1f Lessor cowns a less interest in the above deacribed lead then the entlre and undivided fee lineh 1
estate therein, then the royaliies hersin provided shall be paid Lessor only ia the proportion which tcn {acerest
bears to the whole undivided fee. This clause does not apply to rentals payable hereunder, -

Lessee shall have the right to use, free of 208t, gas, o1l and water produced on said land for its
operations thereon, except water from the wells of Lessor. When requested by Lessor, Lessee shall bury ita pipe
lines below plow depth, Ku well shall be drilied nearer than 200 feet to any bullding now on said premises,
without the written consent of Lessor. Lessce shall pay for damages csused by its operation on said land.

Lessee shall at all timeg p:otect the leased premises from drainage by wells ou other properties and .
vhenever ofl or gas has been discovered in commercisl quantities, Lessee shall reasonably develop the leased -
premises.

/7 UL

Lessce shall have the right at any time to remove all machinery and fixtures placed om said premises,
i.ncluding the right to draw and ‘remove casing; provided that Lessor reserves the option to ‘pay salvaze value
of such casing and take over any well propoaed to be plugged. -

If Leysce shall commence dr,illing a well within the primary terwr of this leasé or any extension thereof,
o . ' Lessee shall have the vight to dr{il such well to completion with reasonable diligence and dispstéh and, '1f ofl
BEST AVAILABLE COPY or gas or either of them be found in paying quantities, this lease shail continue and be in force with like
effect as i{f such well had been completed within the primary term. .

1f the estate ¢f either party hereto is assigned, and the privilege of assigning in vhole or part {s
expressly allowed - the covenants hereof shall extend to their helts, executors, administrators, suc:essors or
assigns; but no changs of oumership shall be binding on elther party until the other has been furnished vith 3
true copy of-the deed or assignment within 30 dayc of the date of the change of ownership. .

- Leuu shall, during the drtlling of any vells on the leased premises, furnish Lessor daily drilung
reports,copies of all logs run, copies of reports and fores filed with the State regulatory bodies in connection
with such vells, well locations, dates of completion and abandonment. Lessee shall also furnish Lessor copies of
sny title opinfons or title reports vhich Lessee may obtafin on the leased j:imises,

In the event Lessor defaults in paywant of any taxes, 1liens or other encumbrasiices vi the abdvs ds-
‘scribed lands then, in such event, Lessee shall have the right at any time to pay sawe and thus be subrogated
to the rights of the owmer or holder of such indebtedness.

All express or implied covenants of this lease shall dbe subject to all Federal and State Luvs, Execu-
tive Orders, Rules or Regulations, and this lease shall not be terminated, in whole or in part, not lessee held
1iable in damages {or failure to comply therevith, {f compliance is prevented by or if such failure is the
result of aay such I.av, Order, Rule or Regulation,

“Execited: ‘and zffective this the _Oth _ day of April .19 79

S HLE

APFIOVED

SAELT VI I OF TcXAS A3 70 Form
SR RPN “r-':w, ar L~

- PETROLEOM CORPO
A:cea: o /// 7 ] %9 AS TO CONTENT

Ass1stanf 2 Sécretary Presideny’ - <. *
"THE STATE or TEXAS
COUNTY OF STEPHENS | : ‘ : -

e

.___,_..- P

S The foregoing instrument was acknowledged before me, this 9th: day of
April; 1979, by J. L. McCLYMOND, President of PETROLIUM CORPORATION OF TEXAS,

a corporation on behalf of saxd '-orporahon. z ?
Notary Puohc

(SEAL)
) Hy Commission Expires: © Gleana Lasatern

» '/I' Bd:ia

#




AT

Bl 3‘;8’_\,'; Qiﬂ

'STATE OF NEW MEXICO
COUNTY OF LEA -
FILED

JuL2e W ST '
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Puge Lz c .

Jare Rice Smith County Clerk o T
Deputy

by
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OIL AND GAS LEASE

THIS AGREEMENT dated this lOthday of Merch , 19 82, by and
between SUN EXPLORATION AND PRODUCTION COMPANY, whost¢ address is
P.O., BOX 340180, Dallas, Texas 75234 (hereinafter referred to as
"LESSOR ), and MGF OIL CORPORATION whose address is P.0. BOX 360,
Midland, Teras 79701 (hereinafter called "LESSEE"),

WITNESSETH:

1. That Lessor, for and in consideration of the sum of TEN
AND NO/100 DOLLARS, ($10.00) cash in hand paid, and other valuable
consideration, receipt of which is hereby acknowledged, of the
royalties herein provided, and of the agreements herein contained,
and subject to the terms and provisions hereinafter set forth,
hereby demisesd, grants, leases, and lets exclusively unto Lessee,-
solely for the purposes of (a) lnvestlgatxng, exploring, prospecting,
and drllllnq for and producing and owning oil, gas, casinghead gas
and ‘casinghead gasoline, ¢andensate and any other liquid angd
gaseous hydrocarbons, harelnafter referred to as oil and/or gas,
and sulphur (only if said eu;phur is produced incidental to or in
conjuction with the producticn of or processing for sale of any
liquid or gaseous hydrocarbons produced from the leased premises);
and (b) of laying pipe lines, building tanks, power stations,
telephone lines, roads, and structiires (other than refineries and
gasoline plants),»for the purposes of producing, saving, and taking
care of and owning said oil and/or gas, and treating and processing
and transporting the sare, and conducting the aforesaid operations,
the following described land in Lea County, New Mexico to wit:

S/2 SW/4 of Section 32, T-19-S, R-39-E

For the limited purpose of determining the -amount of.: any money
payments hereunder, said premises shall be treated as camprising
80.00 acres, whether there be more or lcss.

' 2, Subject to the other provisions herein contained, this
lease shall be for a term of € months from and after this date
(called "primary term"), and so long thereafter as oil and/or gas
is produced in paV1ng quantltles from the leased premises, or this

" lease is being maintainegd in any other manner provided for herein,
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3. If less than Sixty (60) days before the end of the primary
term, actual drilling or rework1ng operations are abandoned or production
ceases, this lease wili remain in force for Sixty (60) days from such
abandonment of operat1ons or cessation of production. If at tne expiration
of either the primary term or the Sixty (60) day pericud provided
for in the preceding sentence, iLessee is engaged in actual dr1}‘ing or
reworking operations on the leased premises, this lease shall continue so :
long as said actual drilling or reworking operations are prosecuted cont1nuous]y
Actual drilling or reworking operations shall be deemed to be prosecuted
continuously for all purposes of this lease if not more than Sixty (60)
days elapze between the cessations of actual drilling or reworking operations
on one well and the commencement of actual drilling or reworking operations on
another well.

4. Royalties to be paid by Lessee on productxon from said lands are:
(a) On 0il, including condensate and other hqu’d hydrocarbons, one-fourth (1/4)
of that produced and saved from the leased premises; provided, however, that until
lLessor gives Lessee a:;cty (60) days written notice that Lessor elects to
take its roya1t1es 0il1 in kind (which right Lessor may exercise from time to time),
Lessee shall purchase Lessor's roya%t" oily pay1ng therefor the market value of
such 0il. Royalty on sulphur which is- p.oduced in conjunction with oil or is
extracted from oil, shall be one-fourth (1/4) of the market value thereof.
Lessor shall bear a proportionate share of the costs of extract1ng the sulphur
from oil. (b) On gas, including casinghead gas or other gaseous hydraocarbons produced
from the leased premises, cne-fourth (1/4)of that produced and saved from the
leased. premises, provided, however, that until Lessor gives Lessee Sixty (60}
days written notice that Lessor elects to take its royalty gas in kind (which .
right Lessor may exercise from time to time), Lessee shal\ pay Lessor the market
value of such royalty gas. Royalty on sulphur produced in conjunction with gas,
or is extracted from gas, shall be one-fourth (1/4of the market value thereof.
Lessor shall bear a proportionate share of the costs of extracting the sulphur
from the gas. (¢) In the event Lessee or an affiliate, parent or subsidiary
company uses gas produced under this lease in the manufacture or extraction
of gasoline or other products in a plant in which the Lessee or an affiliate,
barent or subsidiary company owns an interest, Lessor shall be entitled to
receive one-fourth (1/4) of such products extracted; provided, however, that
until Lessor gives Lessee Sixty (60 days prior written notice that Lessor
elects to take-its royalty of such products in kind. (which right Lessor may
exercise from time to time), Lessee sha11purchase Lessor’s royalty of such
products, paying the market value of such products. Lessor shall be obligated
to bear its proportionate share of the direct costs and. expenses {exclusive of
ove;head) incurred in such extraction or manufacture of the royalty of such
products

In the event Lessor elects to take in kind its royalty share of any oil
and/or gas, Lessor shall install the necessary facilities to take its proportionate
share of such productions at its cost and expense. Lessee shail not enter intq.a
contract for the sale of ahy gas produced under thxs lease without Lessor's written
approval, and any and all contracts for the sale of gas entered into hereunder
shall be made expressly subject to Lessor's right to take in'kind. Lessee represents
and warrants that it has not heretofare entered intc any contract for the sale
of any gas produced under this lease which would commit or otherwise affect any
gas produced hereunder. Lessee shall. furnish Lessor true copies of all proposed
contracts for the sale or disposition of any gas produced under this lease.

If at any time there is located on the leased premxsss a well or we11s
proven capable, to Lessor's satisfaction, of producing gas.in paying quantities
and such well {s shut-in because of lack of market or marketing facilities or

‘ governmental restrictions, then Lessee may maintain this lease in force and
effect as to the well tract or proratlon un i for- such well (as defined herein)
by paying Lessor annually the sum of % per acre for the number of
acres contained in such well'tract or prora ion unit, the first such payment to
be made within ninety (90) days after the date on which such well was
shut-in, and subsequent payments to be made on or before the respective ann\versar)
of the origina1 shut-in date. Any payment due with respect to any such shut-in
gas well may be paid or iendered to Lessor or to the credit of Lessor in
Las Colinas National Bank of Irving, Texas, 75061. So long as annual payments
are being made such well will be considered as producing gas in paying quantities,
and such unit on which such well is located; provided, however, that Lessee

~shall not be entitled to maintain this 1ease as’to a well tract or proration
unit by such annual payments for any period in excess of two {2) consecutive
years,

4
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for all ‘purposes of this lease, and in the absence of NEV MEXICO QIL. CO\SER\SIAT{C
other goverimental rules or orders to the contrary. a well tract or proration T Sﬂ ¥P‘
be deemed to be a tract of land surrounding a well producing oil and/or gas in paying.
quantities which shali consist of Forty (40) acres if the well is producing oil or one
hundred sixty (160) acres if the well is producing gas or gas condensate, to be selected

by Lessee in as nearly a square form as is practicable. Lessee shall prepare field notes
covering each well tract or proration uni:, together with a survey plat, and furnish to
Lessor within a reasonable time,

5. Lessee agrees to pay, before they become deliquent, all taxes, including
but not limited to, the following: all federal taxes, state and lacal ad vzlorem,
occupation, excise, priv11ege or regulatory taxes, now or hereafter’ lawfully levied
or assessed against the premlses herein leased and on the production therefrom, except
taxes on Lessor's interest in production therefrom.

6. In the event that o1l and/cr gas i i3 discovered in paying quantabieb on the

leased premises, lessee agrees that it will commence the actual drilling of a develop-

ment well on the leased premlses on or before (60 ) days  following the date on
which the dlscovery well is completed, and thereafter not allow more than (A0 )
davs to olapse between Lie cessation of operations on one well and the commencement of

the actual drilling of the next.

“1f Lessee fails to timely commence a required development well, this lease
will terminate as to all of the leased premises except as to any port1ons contained in
well tracts or proration units. If thereafter the production of oil and/or gas on any
well tract or proration unit ceases from any cause, this lease shall terminate as to
such well tract or proration unit unless Lessee withis Sixty- (60)““‘Gaftel cessation

.of productions commences reworking operations or the actual drilling ‘of a new well thereon.

In such event, this lease wili continue in effect as to such well tract or proration unit
50 long as such drilling or reworking is prosecuted continuously until production in pay-
ing quantities is restored. i .

Lessee further covenants and’ aqreec thof Lessee will conduct all operations
on the leased premises in a good and workman]ike‘r=nner and ‘in accordance with the
standards of the best industry practices in 1ike operations, and that Lessee will cemply
with all legal requirements relating to production of oil and/or ‘gas; and to operations
re}ating thereto, and part1cu1ar1y all laws relating to fire hazard, to fire prevention
and to the pluggtng of abandoned holes and to ‘pcilution of surface and underground water
supplies, If any well hereafter is completed on adJacent Tand (whether ornot owned
by Lessor) which is capable of producing oil and/or gas in pay1ng quantities, Lessee
shall be obligated to drill on the leased premises such well or wells as a prudent oper-
ator under the same or similar c1rcumstances would drill to protect the leased premises
from drainage, i

Upon the commencement of the drill1ng of each well under this lease, Lessee -
shall be obligated to conduct the drilling with reasonable diligénce and in accordance
with accepted oil and gas industry pract1ces in-a bona fide effort to complete said
well as a producer of oil and/or gas in paying quant1t1es or until such well 1is aban-
doried as non-productive at the conclusion of a serious and bona f1de effort.

&b

7. At the end of the primary term of this lease or ‘upon co: sation af'con
urx|1|ng or reworking operation after the end of the primary term as provided in f. <3<
raph°3, this lease will terminate automat1ca1]y as to all horizons situated one hundre-,ﬁg
100) feet below to*al depth of the deepest then producing well drilled on the premises
subject, at that time, to this lease. Upon such termination as to deeper horizons, ..
Lessor, its successors, lessees nr assigns, thereafter shall have the right to reasonable
use of the leased premises, but without unreasonable interference with Lessee's rights,
for the purposes of investigating, exploring, prospect1ng and drilling for, producing
and owning oil and gas from the horizons no longer subject to thls lease.

8, Lessee may at any t1me execute and deliver to Lessor and place of record a
release or releases covering any portion or portions of the leased premises, and
thereby surrender this lease as to such portion or portions, and be ralieved of all
obligations as to the acreage surrendered except those arising from prior acts or
omissions of Lessee.

9, Lessee assumes all risk and liaoility of any k1nd and nature incident to,
occasioned by, or resulting in any manner, directly or indirectly, from Lessee's
operations hereunder; agrees to keep the lands duly and fully protected against liens
of every character arising in connection with, or resulting from, said operations;
and agrees to indemnify and hold harmless Lessor against any and all liens and claims
of any kind for damages occasioned by, or on account of, said operations and against
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any and all claims for property damage, persenal injury or death sustained by any
person or persons whomsoever, natural or corporate, in connection with, or resulting
from Lessee's operations hereunder, and whether or not invalving active or passive
negligence on the part of Lessee or its agents, contractors or employees.

10, If Lessor owns less than the entire mineral estate or less than the entire

- undivided interest in the mineral rights relating to any portion of the leased premises,
the royalties and other payments to be paid or tendered herein as provided for may be
reduced proportionately to the interest of the Lessor therein.

11. Lessee shall have free use of 0il and/or gas for drilling and reworking
operations on the leased premises, (but not in connection with unit operations with-
out Lessor's prior written consent) and the royalty on 0il and/or gas shall be com-
puted after deducting any so used; but Lessee shall pay royalty on oil and/or gas
used for any other purpose, and on oil and/or gas used off the leased premises for
any purpose whatsoaver.

12, This lease shall 1inure to the benefit of and be binding upon the respective
heirs, administrators, executors, successors and assignc of the parties hereto but no
assignment of this lease shall be made by Lessee, in whole or in part, unless the
written consent of Lessor shall have been first obtained. Any assignment made without
Lessor's written consent shall be void.

13. This Tease is granted without warranty of title of any kind whatsoever,
express or implied, and without any recourse against the Lessor in the event of any
failure of title. "Lessee shall have the right to purchase, pay or redeem any mortgage,
- tax or other lien on the leased premises and be subrogated to the rights of the holder
thereof. If Lessee obtains a title opinion on any portion of the leased premises,
Lessor will be provided a copy of such title opinion. Lessee shall not undertake any
title curative work with respect tc the leased premises without the prior approval of
Lessor, nor shall Lessee acquire any lease or other interest from any adverse claimant
without Lessor's prior written consent, and violation of the prdvisions of this sentence
shall constitute a denial of Lessor's title resulting in automatic termination of the
lease, : .

14. Should Lessee be prevented from complying with any-express or implied covenant
of this lease, from conducting drilling or reworking operations thereon.or from pro-
ducing oi1 and/or gas therefrom by reason of federal or state law or any order, rule or
obligation to comply with such covenant shall be suspended and Lessee granted a moratorium
from conducting drilling or reworking operations on the leased premises, said moratorium
not to exceed one (1) year from the date of such law, rule or order.

15, Upon the expiration or termination of this lease as to all or any part of the
leased premises (including termination as to deeper horizons pursuant to provisions of
Paragraph 7 hereof), Lessee agrees to execute a recordable release discharging and '
releasing all right, title and interest of Lessee from any and all further claim thereto.
Such release shall be executed and delivered to Lessor within sixty (60) days after the
expiration or termination hereof as to all or any part of the leased premises, failing
which, Lessor shall have the right to file suit to cancel this lease and Lessee covenants
and agrees to pay all costs or suit incident to such canceliation and all damages and
expenses sustained by Lessor, including attorneys' fées, as a result of said failure.

The obligations of Lessee under this Paragraph shall be in addition to, and not in sub-
stitution for, any imposed by the statues of the state in which the leased premises are

located. V

, 16. Lessee will furnish Lessor a copy of any survey of the leased premises made

by or for Lessee. Lessee agrees that Lessor, acting by‘or through any agent or repre-
sentative authorized by Lessor, at Lessor's risk, will have the right at all times to
inspect any machinery, equipment, well or operation of Lessee upon the leased premises,
and Lessee promptly will furnish Lessor compléte copies of all logs and electrical sur-
veys run in any wells located on-the leased premises, showing formations encountered and
the identification of such formation as determined by Lessee. Lessee agrees to furnish
Lessor promptly with copies of daily drilling reports and daily mud log reports on all
wells drilled on the lTeased premises, and to notify Lessor at least twenty-four (24)
hours prior to conducting any testing, coring, logging, or completion operations on any
such well, The results of all tests, including drill stem tests, formation tests, and
core analyses, canducted on any well on the leased premises shall be sent to Lessor
promptly upon receipt by Lessee. Lessor shall be provided all dipmeter and velocity
surveys, including Lessee's fnterpretations thereof, as well as cuts and samples taken
from the mud or from coring. For notification and further geological requirements, refer
to Exhibit "A" attached hereto. .

Page 4 of 5




17. If Lessor brings suit to compel performance of, or to recover for breach of
any covengnt or condition herein contained, or for declaratory relief, and prevails
therein, Lessee agrees to pay to Lessor reasonable attorney fees in add1t1on to the
amount of judgment and costs, .

18. This lease {s subject to all eruumbrances of redord and to any and all
public and private easements. in, on, under, over, and across said lands.

19. Lessee agrees not to. drill any well on the leased premises nearer than two
hundred (200) feet of any house, barn, building, ‘or other structure, now or hereafter
placed on the leased premises unless Lessor's written consent '{s obtained before such
drilling or reworking operations are commenced. When required by Lesscr, Lessee shall
bury pipelines to below ordinary plow depth. Lessee agrees tc pay at its sole expense,
all damages to crops (including but not limited to injuries suffered through prevention
of cultivation, irrigation, and maintenance thereof by usual methods), trees, timber,
(whether standing, cut or fa]Ten), fences, cattleguards, pipelines, canals, butldtngs,
‘and other {mprovements upon the leased premises caused by Lessee's drilling or reworking
or other openings, and construct cattleguards and/or fences to safeguard livestock on
the leased premises. Pits and excavations made during drilling or reworking operations
shall be filled by Lessee and the surface restored, as nearly as is possible, to its
original condition, and {f Lessee shall fail to do so, the cost to Lessor of such filling
and/or restoration shall be ‘paid by Lessee. For the purpose of this paragraph, any
reference to drilling or reworking operations shall a]so be construed to inciude opera-
tions necessary or incident to production.

: 20, The failure of Lessor to insist in one or more instances upon strict com-
pliance by Lessee with any of the provisions of this lease, or to take advantage of any

right hereunder, shall not be construed as a waiver of any such prov1s1on, nor ‘the

relinquishment’ of any such rights, but the same shall continue and remain in full force

and effect,

IN WITNESS WHEREQF, this instrument is executed by the parties on the date of
acknowledgment and will be effective on the date first above written. )

LESSOR: .
SUN AT IQW AN ODUCTION CO.

B

Agent and Affﬁﬁheg§1n4Fact
Taxpayer 1. D. 23-174-3284

s ”“2,;‘ Iy LESSEE:
»-.n" ("(); e ):,;"_.

KNESRQQNQTniﬁ/gg MGF_OIL CORPORATION
N T C; /G
"'Wi LAy . P ‘ L

B. w fmge,’ : Secretary Marshall Mason

»f Vice President

,'\)\ ,\\ R
By

» ”'Hlll
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STATE UF TEXAS Y
COUNTY OF DALLAS )

EEEORE HE,’E?eﬂﬁ?dersign d authority, on this day personally
appeared o« /= . /, Agent and Attornsy-in-Fact for
Sun Exploration and Productiory/Company, a corporation, knewn tec me to be
the identical person whose name is subscribed to the foregoing instrument
and acknowledged to me that he executed the same for the purpose and
consideration therein expressed and in the capacity therein stated and

as the act and deed of said corporation.

A/LtﬁdL/ , 19 /=2~ o

%\ GIVEN under my hand and seal of office this 444‘3;} of

Notardy Public
: : Dallas County, 7Yexas
My commission expires:

= - 7- /74"'*/

STATE OF TEXAS

—r e

COUNTY OF MIDLAND

his instrument was acknowledged before me on CZW@4¢}& IR )

T
/ﬁﬁT 1982, by MARSHALL MASON, Vice President of MGF OIL
ORPORATION, a Delaware corporation, on behalf of said corporation.

. ‘ 1;- ll‘, ) ' \%/Lm %/{/(W
A% .141 NOTARY PUBLIC IN AND FOK THE
- STATE OF TEXAS

.
My commission expires: .
o S-dd- 9 : | i

l r‘."""c'r\ ( .
» { AN SHARON L. WRIGHT
LS )d - Motary uhlc, Stals of Terss
‘ 3 (:\::\/ A 07 Comaissin €908 cmn o e
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EXHIBIT "A"
oGcr1cArIL REOUTREMENT LETTHOR

SUN TXPLORATION COMPANY
Refercnce Well:
founty: . . Lea
State: New Mexico
vape of Well:
hate: March 10, 1982

-~

In reflerence to the subject well, Sun Exploration Company requires the fol--
lowing information. Our telephone number in Dallas is 214-258-4000. Our
office hours are from 7:30 AM until 4:00 PRM.

1.

i {ol]

Loc¢

ation Plat and Drilling Permit should be sent prior to

spu
Cha

Don

Dai

dding the well to:

s. Measley, Sun Exploration Company, P. 0. Box 340180,
Dallas, TX 75234, and _

Smith, Sun Exploration Company,One Petroleum Center,
Building 8, Suite 204, Midlaud, TX 7970L.

ly Drilling Reports (mail and telephone) to:

Sar

Tx. 75234, Telephone: 214-258-4148, aud

Don

a Keed - Sun Exploration Company, P. 0. Box 340180, Dallas,

~.mail only to:
Smith - Sun Exploration Company, One Petroleun Center,
Building 8, Suite 204, Midland, TX 79701.

Sample Disposition: Operator Discretion

5

fin

getio‘

Sample Interval: Operator Discreﬁ:.n
The following items should be sent to P. 0. Box 340180, Dallas,
X 7523%, Attention: Mike Vaughan - S
(1) MUD LOG 1 copy of daily report & 2 copies of,,
(2) CORE ANALYSIS 1 field print & 2 final prints
(3) CORE DESCKIPTIONS 1 copy )
(4) DRILL STEM RESULTS -1 preliminary:report & 2 final reports
(5) DIRECTIONAL SURVEY 1 final print
(6) VELOCITY SURVEY 1 final print
(7)° DIPMETER SURVEY 1 final print
(8) REGULATORY BODY REPORTS 1 final print v
(9) ELECTRIC OGS (all kinds) 2 field prints & 2 final prints
(10) WELL MISTORY 1 copy (well hiscory from spud daggms
The following people should be contacted in sufficient time to witness
. 3ll cores, DSI's and logs and should be called immediately upon any
DST results.

Ned Emrick - 214-258-US10 (Office) or 214-283-3617 (Home)
Mike Vaughan, 214-258-4S10 (office) or214-296-6051 (home)

No decision on the final dispositibh'of the well will be made until

electric logs are in the Dallas Office.

send the logs by airplane (Braniff Pronto Service, if possible) to

D/FW Airport and call either Mike Vaughan or E. A.

as

.n

Report as well as 'a copy of the report filed with the State Regulatory
Body should be sent to ALf Burr, Sun Fxploration Company, P. 0. Box.

to the flight number of the carrier.

the event of a producing well, a copy of the Monthly Production

340180, ballas, TX. 75234,
Geol. weil file
ILand file

- Alf Burr

Normal procedure will be to

Paschal 214-258-

4134

.
L




CAMPBELL. BYRD & BLACK. p.a.

LAWYERS
JACTH M, CAMPBELL JEFFERSON PLACE
HARL D. BYRD EBWNTL | » 11O NORTHM GUADALUFE
BAUCE . BLACK
MICHAELL B. CAMPBELL FOST OFFICE BOX 2208
WILLIAM ¥, CARR - SANTA FE. NEW MEXICO 87501

SRADFORD C. BERGEL
WIiLLIAM G, WARDLE
WEMB W GORTHEY TELECOPIEN: (S0OR) 2818604

TELEPHOLNE: {SCU 9OBB8-4ady

April 6, 1982 _BEFORE EXAMINER STAMETS
OIL CONSERVATION DIVISION

MRE _ EXHIBIT NO._%
CASENO._).§S 1

" Petroleum Corporation of Texas
Post Office Box 911 : Submitted by {; .&3é
' Rreckenridge, Texas 76024
! : Hearing Date Q‘;giszz

Re: New Mexico Oil Conservation Division Case 7557

'rGentlemen:

Enclosed is a copy of the docket for the April 14, 1982
0il Conservation Division Examiner Hearing.

Yo may have an interest that will be affected by the
above-referenced cases.

Ve y truly yours,

William ¥, Carr

WFC:3jh
w/en:.
CERTIFIED MAIL Pt :
RETURN RECEIPT REQUE ’ 8 19T 1 -
: a . ‘ <
HEE LR
TR BN
AR I A Y
JEF (Bieg 3 TI B B RS
92 B2y . S B3
= BYSIEY | & T [sf3
¥ gg?._f; oY §
s aa 228
5 sEIoll E8xT 38 <
§§§§zé§€§-§ grﬂ’%ﬁ‘émsgéu
' EREEIT 2 g8 BN |
fFa RNy
B | tgoc™ .§D§D‘«§§ PN

'S Form 3811, Dec. 1980 : AETURN RECEIPT, REGISTERED, msuam AND Cm MAN




CAMPBELL. BYRD & BLACK. p.aA.

LAWY ERS

SACK M, CAMPBELL JEFFERSON PLACE
HMARL O. BYRD
BRUCE ©O. BLACK
MICHAEL B, CAMPAELL ROST OrFiCE BOX 2208
WILLIAM . CARR SANTA FE. NEW MEXICO 8750}
ERADVORD C BERGE
WILLIAM G, WARD.E
KEMP W GORT~EY

SVITE t ~ 110 NORTH SuaDALUPE

TELEPHONE: (505) 088-442:
TCLECORIER: (508) 982-6043

April ¢, 1982 BEFORE mX)!—Zmr STAMETS
oL 0.0mexc.)d-Qz DIVISION
M€ _ EXHIBIT NO._ %

. CASE NO,
" Petroleum Ccrporation of Texas ,O'UB
Post Office Box 911 Submitted by £ , B L. f
Breckenridge, Texas 76024 ‘ ‘ R
Hearing Date u._ .—w 'm Nlﬂ
Re

: Rew Mexico 0il Conservation Division Casc 7557

szanSm:u

Enclosed is a copy of the docket for the April

. : ) Py 14, 1982
Oil Conservation Divisien Examiner Hearing. :
You may have an interest that wiil be affected by the
above~referenced cases. ; _

Very truly yours,

, .mmmwr;//

William ¥, Carr

WFCz:9h
w/ernc.

CERTIFIED MAIL

RETURN RECEIPT REQUE W c_JC_ sm % o
; - w o & |E
“nw 7 ~ -m . m r.m m _W.
gzl & fols
FBled 3§ Bl o 29F - m
BBz 1 P % gh o
e lE3ig ym L REA 3|
sf Fese | B I3
.s. i -8 -m lc 20 ﬂovu“
M .s.mmmrﬂ R -2 - mm ,,
mm T.,m - .mm mmxn aln
si3 L EEEE (FefERO0,)
gl o .ElEfaa
Mw.wmum HOewmm .
& 2 m K Y mM m
daco [ES~=Eils
¢ | SRPT Iz |rogO f

S Form 2811, Dec. 1080

REYUAN RECEIPT, AEGISTERED, INSURED AND CERTIFIED MAM.
L F L RRRREER—




CAMPBELL., BYRD & BLACK. r.A.

LAWYERS

JACK M. CAMPRETLL
HARL O, BYRD
EmUCZ D PLACK
MICHALL 8. CAMPETLL
WILLIAM F. CARR
BRADFORD C. BLRGE
WiLliAM &G, WARDLE
KEMP W GORTHEY

April 6,

Heritage Resources,
©3 ‘general partnership

b Toe X T
5

73030

POSL Office Box
Davis, Oklahoma

Re:

SJEFFLRSON "LACE
SUITE | - HO NORTH GUADALUPE
POSYT OFTICE BOX 2204
SANTA FE, NEW MEXICO 87501
TELE ""ONB! IB03) PBB-4a4p)

TELECOPIEM, (BO5) 983-6D43

1982

Mew Mexico 0Oil Conservation Division Case 7557

Gentlenen*l

Enc10aed is a copy of the docket for the April 14,

1982

011 uonservatlon pivisién Examiner Hearlng. -

Yog;may have an interest th
above-referenced cases.

at will be affected by the

Very trulv yours,

'Wllllam F. Carr
WFC:’jh
w/enc.
CERTIFIED MAIL 8 1YY 2 o
RETURN KrCEIPT REQUES | & o o E - EQ% ‘E
' = P - (9] B .
Z’u'g“_:_ e - ™ Nl 9 . 3
[EEE I8 8 o5 hlg [
BRiey 1| SRS B T
92 BTy o ~l5a 337 1
= ﬂgggﬁg S Sl r
TREERE: g g e§ y s §
Hele: 1B |ins| el wof8
Me _8?"‘_9.5‘—. gor~'a § X a
§§5§55 3& sur~dl. 50 %%
glaiibl {5e3 ER o |8
¢ I3%%2EL: §ua -kBog8fty e
Seiih EEapiiliiiNE
P | igoay foipsa: =) |
. - p PR AR T2 ‘ <
PS Form 3311, Osc. 1580 ER

EYURN RECEIPT, REGISTERED, INSURED AND CERTIFIED MARL



CAMPBELL. BYRD & BLACK. p.a.

LAWYERS

JACK M. CAMPSE L[
HARL D. BYRD
ERUCE D. BLACK
MICHAEL P. CAMPBELL
VWILLIAM F, CARR
BRALDFORD C. BERGE
wiLLiaN G, WARDLE
| KEMP wW. GORTNHEY

YEFFERSON PLACE
SVITE t = IO NORTH GUADALUPE
POST OFFIGE BOX 2208
SANTA FE, NEW MEXICO 87501

TELEPHONE: (30S) D8B-44 2!

TELECOPIER: ISOS) PB3I-BO43

April 6, 1982

Heritage Resources,

2 general partnership
Post Office Box 777
Davis, Oklahoma 73030

Re: New Mexico 0il Conservation Division Case 7557

Gentlemen:

Enclosed is a copy of the docket for the April 14, 1982
0il Coriservation Division Examiner Hearing. -

ﬁo:ammuw<mmsM:ﬂmnmmnnrmnswwpvm affected by the
above-referenced cases. : ,

Very truly yours,

L.

William F. Carr

A

WFC:jh .
w/enc.
CERTIFIED MAIL @ 199 “ 2 _ S
RETURN RECEIPT REQUES & o o o M S g R 1,
’ e B~ n B - B. . -]
R 2 ;mn 5| & A.N%,.\x 2
£ Bz 283 g g% [ AP
R S B B IS 1 S ey
o2 [Brig.s a <5a |30 -
<£ |80 3 5|E
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fﬁmwm.mm.wwmm mwwﬂm mm 23 “ 3
EHERR R ] MR w :
mm mmb w.w;m.mm em.UnG M NMM , WM i g
¢ ww.m._m .wm VmgB umm AN ¥ 2
m cz 2yt 8.3 58 mxmg% 3
R Ty
“ _...ﬂ_u_w s Q0BT (wﬁ 8] < ~
PS Forn 8:. Oac. 1950 RETURN

. .

RECEIPT, REGISTERED, INSURED AND CERTIFIED MARL




LAWYERS

SACK M. CAMPBLLL
mARL O. BYRD
BRUCE D. BLACK
MICHAC:. B. CAMPRELL
WILLIAM F. CARR
BRADFORD C. BERGE
WILLIA A G WaARDLE
KEMP W, Gonfné\-

. Sun Exploration zand
Production Company
One Petroleum Center
Suite 204, Building 8

Midland)

Texas 79701

Re:

CAMPBELL., BYRD 8 BLACK. pr.A.

" North Avenue A and,Wadley

April 6, 1982

SUITE ¥ -

SANTA FE. NEW MEXICO 8750)

JEFFERSON PLACE"

BOST OFFICE BOX 2208

HO NOQRTH GUADALUPE

TELEPHONE: (50%) SBE-442}

TELECOPIER: (305! §83-6043

New Mexico 0il Conservation Division Case 7557

Gentlemen:

above-referenced cases.

WFC:3h
w/enc.

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

RECEIPT FOR CERTIFIED MAIL

- Yery truly yours,

William F. Carr

Enclosed is a copy of the docket for the April 14, 1982
0il Conservation Division Examiner Heariang.

You may have an interest that will be affected by the
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CAMPBELL. BYRD & BLACK. p.a.

. -

LAWYERS

YACK M. CAMPRBCLL

VEFFERSON mLACE
HARL D. BYRD SUVITE i - 11O NORTHM GUABALUSE ‘
BRUCE ©, BLalK
MICHAEL B, CAMABELL POST ofrice sox 2258
WILLIAM F CaRR SANTA FE, NEW MEXICO 8750}
BERADYOSD C. BERGE . TELEPHONE: (50%) 988-422)
WiLhiAM G, WARDLE
KEMP W, GORT~EY

TELECOPIER: (208) 983-8043

April 6, 1982

- 'Sun Exploration and
Production Company
One Petroleum Center
Suite 204, Building 8
North Avenue A’ and Wadley
Midland, Texas 79701

Re: New Mexico 0il Conservation

Division Case 75%7
Gentlemen: ;

Enclosed is a

copy of the dAocket for the a
0il Conservation pi

pril 14, 1982
vision Examiner Hearing.

You may have an interest that will be affected by the
above~referenced cases.

Very truly yours,

William F. anL\/

WFCs3
w/enc.

CERTIFIED MAIL
RETURN RECEIPT REQUESTED
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Docket No. 10-82

Docksts No. 11-82 and 12-32 are tentitively set for April 28 and May 12, 1982. Applications for hearing must be
-£iled at least 22 days in advance of hearing date.
DOCKET: EXAMINER HEARING -~ WEONESDAY -~ APRIL 14, 1982

9 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROGM
STATE LAND OFFICE RUILDING, SANTA FE, KEW MEXICO

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

ALLOWABLZ: (1) Consideration of the allowable pxoduction of gas for May, 1982, from fifteen prorated pools
in Lea, Eddy, and Chaves Counties, New Mexico. .

{Z2) Considerition of the allowable proéuction of gas for May, 1982, from four jsrorated pcols in
San Juan, Rio Arriba, and Sandoval Counties, New Mexico.

CASE 75363 . In the matter of the hearing called by the 0il Conservation Division on its own motion to permit A. H. j
1

Bernstein and all other interested parties to appear and show cause why the Allan Wesll No. 1 located
in Unit F, Section 23, Townsh:.p 29 North, Range 13 West, San Juan County, should not be re—entered and

plugged and abandoned in accordance with a D1v151on-approved plugging ‘wrogram.

CASE 7537: 1In the matter of the hearmg ‘called by the Oil Conservation Division on its own motion to permit
F. B. Umbarger, Trustee and all other interested parties to appear and show cause why the Davisg Pocled
vnit Well No. 1, located in Unit I, Section 27, Township 29 North, Range 1l West, San Juan County,
should not be re-entered and plugged and abandoned in accordance witl'\ a Division-approved plugging

program,

CASE 7538: In the matter of the hearing called by the 0il Conservation Division on its own motion to. permit
Francis L. Harvey and all other interested partias to appear and show cause why the Pinkstaff Estate
Wall No. 1, located in Unit A, Secticn 29, Township 29 North, Range 10 West, San ‘Uuan County, should
not be re-entered and plugged and abandoned in accordance with a Division-approved plugging program,

CASE 7539: In the matter of the hearing called by the 0il Conservation Division on_'it.s own motion to permit B.M.N.S.
Company, American Employers Insurance and all other interested parties to appear and show cause why the
following wells: Waggoner No. 1, Brown No. 22 Wyper No. 2: located in Units K, M, and O, respectively,
of Section 29, Township 32 ‘.‘!:;:th, Range 12 West, San Juan County, should not be plugged and abandoned

in accordance with Division-approved plugging programs.

CASE 7540: In the matter of the hearing called by the 0il Conservation Division on its own motion to permit Pauly-
Anderson-Pritchard and all other interested parties to appear and show cause why che Maloy Well No. 1,
located in Unit P, Section 16, Township 29 North, Range 11 West, San Juan County, should not be plugged
and abandoned in accordance with a Divisicen-approved plugging program.

CASE 7541: In the matter of the hearing called by the Oil Ccnsarvation Division on its cwn motion to permit E. J.
Miley and all other interested parties to appear and show cause why the Hare (Ransom) Well No. 1, located
in Unit N, Section 14, Township 29 North, Range 11 West, San Juan County, should not be plugged and
ahandoned in accordance with a Division-approved plugging program.

CASE 7542: 1In the matter of the hearing called by the 0Oil Conservation Division on its owm motion to permit Benson~
Montin-Greer Drilling Corporation, Hartford Accident and Indemnity Company, and all other interested
parties to appear and show cause why the following wells: Dustin No. i, located in Unit K, Section 6,
and the Gallegos Canyon Unit No. 2, located ir Unit K, Section 35, both in Township 29 North, Range 12
West, and the Segal No. 1, located in Unit K, Section 10, and the Price No. 1, locuted in Unit N, Section
15, both in Township 31 North, Range 13 West, San Juan County, should not be plugged and abandoned in
accordance with Division-approved plugging programs.

o

CASE 75431 In the matter of the hearing callaed by the Oil Conservaticn Division on its own motion to permit Calvin
Petroleum Corporation, United States Fidelity and Guaranty Co., and all other interested parties to appear
and show cause why the Kaempf SWD Well No. 1, located in Unit N, Section 19, Township 30 North, Range 11
West, San Juan County, should not be plugged and abandoned in accordance with a Division-approved

plugqing program,
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Examiner Hearing - WEDNESDAY - APRIL 14, 1982

CASE 75441 Application of Dinero Operxating Company for an unorthodox gas well location, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of a well to'be drilled
660 feat from the North and East lines of Section 20, Township 22 South, Range 28 East, Morrow formation,
the N/2 of said Saction 20, to be dedicated to the well.

CASE 7545: Application of Baker Enginearing for a non-standard gas proration unit, Eddy County, New H‘xico.
Applicant, in the above-styled cause, seeks approval of a 258.16é-acre non-standazd gas proration
unit for the Marrow formation comprising all of partial Section 32, Township 26 South, Range 30 Rast.

CASE 7546: Application of Sonny's 0il Field Services, Inc. for an 6il tzeating piant perait, Lea Couniy,lew Hexico.
applicant, In the above-styled cause, seaks authority for the construction and operation of an oil
treating plant for the purpose of treating and reclaiming sediment oil at its salt water disposal site
in the NW/4 NE/4 of Section 29, Township 18 South, Range 38 East.

CASE 7547: MApplication of Anadarko Production Company for an unorxthodox oil well location, lLea County, New Mexico.
Applicant, in the above-styled cause, seeks approval of an unorthodox location 2550 feet from the North
line and 1350 feet from the Wé.t line of Section 15, Township 22 Socuth, Range 37 East, Penroze= Skelly
Pocl, the SE/4 WW/4 of said Section 15 to be dedlcated to the well,

CASE 7517: (Continued from March 31, 1982, Examiner Hearing)

Application of Anadarko Production Company for an unorthodox oil well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval of an unozthodox location 1450 feet from the South
line and 1400 feet from thie West line'of Section 15, Township 22 Scuth, Ranqe 37 East, Penrose Skelly
Pool, the NE/4 SW/4 of said Section 15 to be dedicated to the well.

CASE 7548: Application of Tahoe 0il & Cattle Co.-for salt water disposal, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the San
Andres formation in’ the perforated interval from 4932 feet to 4992 feet in its Schwalbe Well MNo. 1,
located in Unit P of Section 21, Township 9 Soutl, Range 37 East, West Sawyer-San Andres Pool.

CASE 7549: Application of H. L. Brown for an unorthodox gas well lccation, Lea County,New Mexico.
Applicant, in the dbove-styled cause, seeks approval of an unorthodox Pennsylvanian gas well location
609 feet from the South line and 1665 feet from the EBast line of Section 32, Township 15 South, Range
32 East, the S/2 of said Section 32 to be dedicated to the well, an existing well which is to be

deepened.

. |
CASE 7550: Application of Harvey E. Yates Company for the Rescission of Order No. R-6918, Chaves County, New Mexico. ;
Applicant, in the above-styled cause, seeks the rescigsion of Order No. R-6918, which compulsorily pooled |
. the Atoka-Morrow formation undexlying the N/2 of Section 19, Township 8 South, Range 30 East, Chaves 1
County, Wew Mexico, to be dedicated to a well to be drilled at a standard location thereon. Applicant i
now seeks the rededication of the E/2 of said Section 19 to the aforesaid well without compulsory pooling.

CASE 7551: Application of Harvey E. Yates Company for compulsory pooling, Chaves County, New Mexico. Applicant,
in the above-styled cause, seeks an order pooling all mineral interests in the Wolfcamp through
Mississippian formations underlying the E/2 of Section 21, Township 11 South, Range 31 East, to be
dedicated to a well to be drilled at a standard location thereon. Alsc to be considered will be the cost
of drilling and completing said well and the allocation of the cost therecf ac 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 7552: Application of Merrion O{l & Gas Company for compulsory pooling, Sandoval County, New Mexico.

: Applicant, in the above-atyled cause, seeks an order pooling all minsral interests down through and
including the Gallup formation underlying the S$/2 SE/4 of -Section 20, Township 23 North, Range 6 West,
to be dedicated to a well to be drilled at a standard location thereor. Also to be considered will be
the cost of drilling and completing said well and the allocation of the rost 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.

L - J . -
CASE 7553: Application of Fred Fool Drilling Company for compulsory pooling, Chaves County, New Mexico.
Applicant, (n the above-styled cause, seeks ar order pooling all mineral interests from the surface down
through the Abo foruwation, underlying the SW/4 of Section 17, Township & South,:Rarge 25 East, to he
Cadirated 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 thareof as well as actual operating
tosts and charges for supervision, designation of applicant as operacor of the well and a charge fot risk

involved in drilling said well,
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CASE 7520: (Continued and Readvertised)

Application of -Lewis B. Burleson, Inc. for compulsory pooling and a non-standard oil proratica urit,
Lea County, New Muxico. Applicant, in the above-styled cause, seeks an order pooling all mineral
interests in the Jalmat Pool underlying a 30-acre non-standard oil proration unit comprising the

N/2 of the Easternmost 60 acres of the N¥W/4 of Section 15, Towniship 24 South, Rangs 36 East, to

be dedicated to a well to ba drilled at a standard location thereon. Also to be considered will be
the cost of drilling and completisg said well and the allocation of the cost thereof as well as actual
operating costs and charget for superviaion, desigmation of applicant as operator >f the well and a
charge for risk ianvolved in drilling said well.

CASE 7554: Application of Morris R. Antweil for compulsory pooling, Lea County, New Mxico.
Applicant, in the above-styled cause, seeks an order pcoling all mineral interests from the surface to
the top of the Drinkard formation underlying the NW/4 SW/4 of Section 5, Township 20 South, Range 38 East,
to be dedicated to a well to be drilled at a standard loccation thereon. " Also to be considered will be
the rost of drilling aad 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 7555: Application of Morris R. Antweil for compulsory pooling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests from the surface
to the top of the Drinkard Yormation underlying the SW/4 NW/4 of Section 5, Township 20 South, Range
38 East, to be dedicated to a well to be drilled 4t a standard location thereon. Alsc 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 weil. i

CASE 7556: Application of MGF Oll Corporation for compulsory pooling, Lea County, New Mexico.
Applicant, in rhe above-styled cause, seeks an'order pooling all mineral interésts from the surface down
through the San And=es formation underlying the NE/4 NW/4 of Section 5, Township 20 South, Range 39
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 cperating costs and charges for suparvision, designation of applicant as operator of the well and
a charge for risk involved in drilling said well.
. )

'VE‘:"ISS?: Application of MGF 04l Corpotafion for compulsory pooling, Lea County, New Mexico.
licant, in the above-stylad cause, seeks an order pooling all mineral interests from.the surface

down through tha Seven Rivers formation underlying the SW/4 of :Section 32, Township 19 South, Range

39 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 cperator >f the well
-and a charge for risk involved in drilling said well,

CASE 7558: Application of MGF 0il Corporation for compulsory pooling, Lea County, New Mexico. -
Applicant, in the above-styled cause, seeks anh order pooling all mineral interests from the surface down
through the Seven Rivers formation underlying the SE/4 of Section 31, Township 19 South, Range 39 East
to be dedicated to a well to be driiled at a standard location thereon. Alsc to be considered will be'
;::r::z:qof d:illi:q ::d com;f)leti.nq said well and the allocation of the cost thereof as well as actual
costs and ¢ es for su ision, 4 I i
Tor ook jooats and drﬁlinq saidp::h. » designation of applicant as operator of the well and a charge

CASE 7515: (Continued from March 31, 1982‘ Examiner Hearing)

Application of Pour Corners Gas Producers Association for deﬂgrﬁtion of a tight formation, San
Juan County, New Mexico. Applicant, in the above-styled cause, seeks the designation of the Dakota
formation underlying all' or portions of Townships 26 and 27 North, Range 12 and 13 West, Township

28 North, Range 13 West, Township 29 North, Ranges 13 through 15 West, and Township 30 North, Ranges
14 and 15 West, containing 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.
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CASE_75591

In the matter of the hearing called by the 0il Cénurvatlon Division on its own motion for an

order creating, abolishing, and extending certain pools in Lea and Roosevelt Counties, New Mexico.

(a) CREATE a new pool in Lea Ccunty, New Mexico, classified as x gas pool for Mississippian
production and deasignated as the Caudill-Mississippian Ges Pool. The discovery well is ths
Moran Exploration, Inc. Gann Well No., 1 located in Unit D of Saction 9, Township 15 South,

' Pange 36 East, RPN, Suid pool would comprise:

TOWNSHIP 15 SOUTHR, RANGE 36 EAST, NMPK
Section 9: NW/4

(b} CREATE a new pool in Roosevelt County, New Mexico,’ classifxed as an oil pool for Pennsylvanisn
production and designated as “the North Dora-Pennsylvanian Pool. The discovery wall is the Enserch
Exploration, Inc. Collier Well No. 1 located in Urit I of Section 29, Township 4 South, Range 33

East, NMPM. Said pool would comprise:

TOWNSHIP 4 SOUTH, RANGE 33 EAST, NMPM
Section 29: E/2

{c) CRIATE a new pool in Lea Connty, New Maxico, classifjed as & gas pool for Morrow production and
designated as the Johngon Ranch-Mcrrow Gas Pool, The discovery well is the Mesa Petroleum Company
Jackson Unit Well No. 1 located in Unit G of Section 22, Township 24 South, Range 3 East, NMPM.

Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 33 EAST, NMPM
Section 22: B/2

(d) CREATE a new pool in Lea County, New Mexico, classified is an ol} pool for Delaware production
and designated as the East Triste Draw-Delaware Pool. The discovery well is the Getty 0il Company
Gatty 20 State Well No, 1 located in Unit J of Section 28, Township 24 South, Ranga 33 East, NMPM.

Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 33 EAST, NMPM )
Section 28: SE/4 : N

{e) CREATE a new pool in Lea County, New Mexico, classified as a gas pool for Morrow production and
designated as the Triste Draw-Morrow Gas Pool. The discovery well is the Amoco Productiod Company
State IG Com ¥Wall No. 1 located in Unit B of Section 32, Townsbip 23 South, Range 32 East, NMPN.

Said pool would comprise: . ,

TOWNSRIP 23 SOUTH, RANGE 32 EAST, NMPN_
Section 32: W72

{f) CREATE a new pool In Lea County, New Mexico, classified as a Jas pool for Wolfcamp production
and designated aj the Vaca Draw-Wolfcamp Gas Pool. The discovery well is tha HNG Oil Company Bell
Lake 11 Federal Weil #) located in Unit B of Section 11, Township 25 South, Range 33 Cast, NMPM.

Said pool would comprisve:

TOWRSHIP 25 SOUTH, RANGE 33 EAST, NMPM
Section 11: N/2

(g) CREATE a new podl in Lea County, New Mexico,classified as an oll pool for Bone Spring production
and designated as the West Vacuum-Bone Spring Pool. The discovery wall is the Amoco Production Company
State HS Com Well No. 1 located in Unit X of Section 9, Township 18 South, Range 34 East, NMPM. Said

pool would comprise:

TOWNSHIP 18 SOUTH, RANGE 34 BAST, !IH?!_(_
Section 9:  SW/4

{h) CREATE a new pool in Roosevelt County, New Mexico, classified as a gas pool for Granite Wash
production and designated as the South Tanneyhill-Granite Wash Gas Pool. The discovery well is the
Threshold Develoyment Company Harris 14 MWell No. 1 located in Unit B of Scction 14; Township 6 South,
Range 33 East, NMPM, currently classified as producing from the Pennsylvanian forr:ation and in the
Tanneyhill-Pennsylvanian Gas Pool. The well has been re-evaluated and the producing interval is more
correctly defined as Granite Wash. Said pool would comprise:

TOWNShIP 6 SOUTH, RANGE 33 EAST, NMPN

Section 14: N/2

i
|
\
1
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(1) ' ABOLISH the Tanneyhill-Pennelvanian Gas Pool in Roosevelt County, New Mexico, as hsretofore
ciassified, defined, dnd described as:

TOWNSHIP 6 SOUTH, RANGE 33 EAST, NMpM
Section 24: Ald

(3) EXTEND the Baum-Upper Penrsylvanian Pool in Lea County, New Mexico, to include thérein:

TOWNSHIP 14 SOUTH, RANGE 33 EAST, NMPM
Section 71 SE/4

{k) EXTEND the Bilbrey-Morrow Gas Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 22 SOUTH, RANGE 32 EAST, NMPM
Section 4: N/2
Section 51 NE/4

{1) EXTEND the Blinebry Oil and Gas Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 20 SOUTH, RANGE k1] EAST, NMPM
Se¢ction 33: NW/4

{m) EXTEND the Bootleg Ridge-Morrow Gas Pool in Lea County, New Mexico, to include therein:

" YOWNSHIP 22 SOUTH, RANGE 33 EAST, NMPM
Secition 17: WwW/2

(n) EXTEND the Buffalb—?enn:ylvani&h Gas Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 19 SOUTH, RANGE 33 EAST, NMPM
Section 9: N/2

{0) EXTEND the North Petersun-Pennsylvanian Paool in Roosevelt County, New Mexico, to include thereiri:

TOWNSHIP 4 SOUTH, RANGE 33 BAST, NMPM
Section 16: SE/4
Section 20: NE/S/4

(P} EXTEND the South Peterson-Pennsylvanian Associatad Pool in Rousevelt County, New #exico, to
include therein:

TOWNS1IP 6 SOUTH, RANGE 33 EAST, NMPM
Section 14: All

{q) EXTEND the Sowell-Morrow Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 15 SOUTH, RANGE 32 EAST, NMPM
Section 11: NW/4

(xr) EXTEND the Wsnhz-Abo Pool in Lea County, New Mexico, to include therein:

TOWKIEIP 21 SOUTH, RANGE 37 EAST, RMPM

Section 91 NE/4
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CAMPBELL. BYRD 8 BLACK, r.A.

LAWYERS

JACK M. CAMPBELL JEFFEASON PLACE

HARL D. BYRD SUITE | - HO MORTH GUAOALUPE
BRUCE D. BLACK POST OFFICE BOX 2208
MICHAEL B, CAMPBELL 4
WILLIAM F. CARR SANTA FE, NEW MEXICO 8750t
BRADFORO C. BERGE TELEPTANE: (SO5) D8B-442:
WILLIAM G. WARDLE . :
TELECOPIER! (6085) 983-6043

REMP W, CORTHEY

April 5, 1982

Mr. Joe D. Ramey

Division Director

0il Corniservation Division

New Mexico Department of Energy
& Minerals

Post Office Box 2088

Santa Fe, New Mexico 87501

Re: Application of MGF 01l Corporation for Compulsory
Pooling, Lea County, New Mexico o

Dear Mr. Ramey:

Enclosed in triplicate is the application of MGF 0il Corporationm
in the above-referenced matter.

The applicant requests that this matter be included on the
docket for the examiner hearing scheduled to be held on April

14, 1982.
Ve truly your
William F. Carr
WFC:ih
w/enc.

cc: Mr. W.M. "Hoot' Gibson




BEFORE THE
I OIL CONSERVATION DIVISION - i e
il iy 20t
i 'NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS |
| i APRO5 1987
i | 5
IN THE MATTER OF THE APPLICATION ' , i
ibF MGF OIL CORPORATION FOR _ S ;
|COMPULSORY POOLING LEA COUNTY, CASE 7557 , :
/INEW MEXICO
|
|
i APPLICATION
!

Comes now, MGF OIL CORPORATION, by and thrbugh its
undersigned attorneys and, as provided by Section 70-2~17, New
Mexico Statutes Annotated, 1978 Compilation, hereby makes

application for an order pooling all of the mineral interests from

the surfacekthrough the 8Seven Rivers formation in and under the

SW/4 of Section 32, Township 19 South, Range 39 East, N.M.P.M., Lea

1. 'Applicant is the owner of 1008 of the working interest

in and under the SW/4 of said Section 32, and applicant has

the right to drill thereon.

2. Applicant proposes to dedicate the above~referenced

pooled unit to the MGF-Sun Well No. 1 to be drilled at an

orthodox location in said Section 32.

3. Applicant has been unable to obtain eitherkﬁoluhtary
aéfeement for pooling from the following royalty interest

owners in the SW/4 of saild Section 32:

Sun Exploration and Production Company 12.5% RU-

Heritage Resources 10.0% RI
Petroleum Corporation of Texas 10.0% RI

County, New Mexico, and "in support thereof would show the Division:

)
t




4. said pooling of interest and well completion will avoid

the drilling of unnecessary wells, will prevent waste and

i will protect correlative rights.

i 5. In order to permit the applicant to obtain its just and
fair share of the o0il and gas underlying the subjeét lands,

the mineral interest should be pocled, and applicant should

f be designated the operator of the well to be drilled.

WHEREFORE, applicant prays that this application be set for

pearing before the Division'sg duly appointed examiner, and that
gfter notice and hearing as required by law, the Division enter its
order pooling thé‘lands, including pro?isions designating the
appiicant as operatoi of the well, providing for applicant toﬁ
recover its costs of drilling, equipping and completing the well,
its costs of SUperQision while driiling, and after completion,
including overhead charges, and assessing a risk factor for the

risk assumed by the applicant in driliihg, completing and equipping

the well, and making such other and further provisions as may be

croper in the premises.
Respectfully submitted,

CAMPBELL, BYRD & BLACK, P.A.

' . Vi
By 20 4

' .
William F. Carr
' Post Office Box 2208 ™\
Santa Fe, New Mexico 87501
Attorneys for Applicant




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

CONSIDERING:

CASE NO. 7557
order No. R- lo /Q‘{

i

APDPLICATION OF MGF OIL CORPORATION
FOR COMPULSORY POOLIN3, LEA COUNTY, q}
NEW MEXICO. (ii:i\ §b)6¢,

ORDER OF THE DIVISION

" BY 'HE DIVISION:

This cause came on for hearing at 9 a.m., on April 14, 1982,

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

NOW, on this _ day of April, 1982, the Division

' Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fuily advised in the

premises,

FINDS:




(1) That due public notice having been given as required

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

subiect matter thereof,

(2) That the applicant, MGF 0il Corporation, seeks an
order pooling all mineral interests from the surface down
through the Seven Rivers formation underlying the SW/4 of

Section 32, Township 19 South, Range 39 East, NMPM, Lea County,

New Mexico.

/7‘5 r_:

A well at a standard location thereon.

reya
{4) That there ar Ainterest owners in the propnsed

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 expense his just and fair share of the gas

- in said pool, the subject application should be approved by

pooling all mineral interests, whatever they may be, within said

unit.

(6) That'the applicant should be designated the operator

of the subject well and unit.

well costy out,©0f production.

(?2 hat the applicant has the right to drill and proposes-
wd



any non~consenting working interest owner w

does not pay hid share of estimated well costs should hav

withheld from prodyction his share of the reasonable well cpsts

plus an additional percent thereof as /a

reasonable charge fo

well.

(9) That any ng¥—consenting interest owner
afforded the opportuni to object to the actual w¢ll costs but

that actual well costs phould be adopted as the/7éasonab1e well

costs in the absence of isuch obiection.

(10) That following \Qetermination of redsonable well costs,

any non-consenting working\ interest owner yho has paid his share

of estimated costs should pay to the opgrator any amount that

estimated well costs and should

reasonable well costs excee
receive from the operator any mount/ that paid estimated well

costs exceed reasonable well cost

{11) That $ P month while drilling

and $ : 4[/;er month wh

be fixed as reasonable ch ges for supervisio

e producing should

(combined fixed
rates); that the operatgr should be authorized to\withhold from
production the propoytionate share of such supervidion charges

attributable to egCh non-consenting working interes

addition theretd, the operator should be authorized to\withhold

from productdfon the proportionate share of actua’ expenditures
requireq or operating the subject well, not in excess oOf_ what
are r#&asonable, attributable to each non~-consenting working

in¥erest,

(7 =2r That all proceeds from production frdm the subject

well which are not disbursed fOrvany reason should be placed in




escrow to be paid to the true owner thereof upon demand and

proof of ownership.

unit tp commence/drilling the well t

dedicated on or/before Q é, / R /q 2

whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, from
~the surface down through the Seven Rivers formation underlying
the SW/4 of Section 32, Township 19 South, Range 39 East, NMPM,
Lea County, New Mexico, are hereby pooled to form a standard

‘ ZQO ~acre gas spacing and proration unit to be

dedicated to a well te—be drilled at a standard location

thereon.

the event said operator does not

11 on or before the

atsoever, unless said




” PROVIDED FURTHER, that should ;éi; we::\hhikbp drilled to

¢omp1etio , or abandonment, thh n 120 days aftey commencamen
thereof, sdid operator shall pear before the Divieion Direcfor
and show ca\yse why Order A1) of this order should

rescinded.

(2) That MGF 0il Corporation is hereby designated the

operator of the subject well and unit.

(3) That after the affective date of this order and witlin

90 ys prior tc commencing said well, the operator shaj)l

furnish the Division and each known working interest owder in

the subjact unit an itemized schedule of estimated well costs.

{4) That within 30 days from the date the/schedule of

estimated well\ costs is furnished to him, any/ non-consenting

working interest\owner shall have the right £o pay his share of

estimated well costs to the operator'in‘l'eu of paying his share

of reasonable well dpsts out’ of produgfion, and that any such

owner who pays his shire of estimated well costs as provided

above shall remain liable for opefating costs but shall not be

liable for riskkcharges.
(5) -That the operat all furnish the Division and each
known working interest gwner an\ itemized schedule of actual well
costs within 90 days/following cympletion of the well; that if
no objection to tHe actual well Xosts is received by the
Division and t Pivision has not ‘¢bjected "within 45 days
following recgipt of said séhedule, tAe actual well costs shall
be the reasghable well costs; provided hpwever, that if there is
an objection to actﬁal well costs within Yaid 45-day period the

Divisiof will determine reasonable well cysts after public

notice/ and hearing.




\\\ (6) That within 60 days following determination/ of

readpnable well costs, any non-consenting working intepest owner
who hAs paid his share of estimated costs in advance/as provided
above shall pay to the operator his pro rata share/of the amount
that réas\ able well costs exceed estimated well/ costs ‘and shall

receive froN the operator his pro rata share gf the amount that

estimated well costs exceed reasonable well /costs,

The pro yata share/of reasonable well
costs at to each non-consenting
working owner wno has not paid
his share ©Qf eftimated well costs within
30 days frym/the date the schedule of
estimated well costs is furnished to him:

(A)

(B) ‘As a charge/foX the risk involved in the
drilling he well, :
percent »  pro rata  share of

sts attributable to each

/ s from the date the
le of estimited well costs 1is
shed to hir.

.. per\month while drilling
and $ per month while producing are hereby
fixed as redsonable charges for supervisign (combined fixed
rates); thgt the operator is hereby authoXized to withhold
from prodyction the proportionate share of such supervision
charges tributable to each non-consentlng sorking interest,
and in a dltlon thereto, the operator is herepy authorized to

" withhol rom -production the proportionate skare of actual -
expend'tures regquired for operating such well,\ not in excess
of whgt are reasonable, attributable to each n-consenting
workjyng interest.

(9) Tha

(10) That any unsevered mineral 1nterest
sidered a seven-eighths (7/8) working interest and a
e-eighth (1/8) royalty interest for the purpdse of
llocating costs and charges under the {erms of thi

(11) That any well costs or charges which are t§ be paid
ocut of production shall be withheld only from the
interest's share of production, and no costs or charg
be withheld from production attributable to royalty

interests.




(:j)e%%r That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Lea County, New Mexico, to be paid to

"‘ﬂtne true nulnav' thereot upon damanr‘l and ?vnnf nf nunarah{?'
that the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the date of.
first deposit with said escrow agent.

‘f)TTST 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
hereinabove designated.

'STATE OF NEW MEXICO
OTL CONSERVATION DIVISION

JOE D, RAMEY,
Director

SEAL
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