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* OFFICE PHONE 746.9336

_ ¢ven  ROBERT E. BOLING

EXPLORATION CONSULTANT

n‘,r ',H 9 ny hrz 2 Auemcm HOME BUILDING

o TcE
SHS\A;‘T‘A’::‘E lN’ M ARTESIA, NEW MEXICO - 88210

Ocsober 25, 1973

Tenmeco 011 Company ' o ot
6800 Park Ten Blvd. S
‘San Antonio, Texas 78213

ATTENTION: Mr. Don Taylor

Re: SW/4h SW/4 Section 23, T17S R23E, Eddy County, New Mexico

Gentlemen:

Please £ind enclosed State of lew Mexico 0il Conservation Division's
Order R-5810 and two copies of the AFE for the drilling of the

Yates Petroleum Corporation No. 1 Lucas Store "JZ" well, 1980
FNL&B60'FWL of Section 23, T17S R28E. This we2ll is projected to
10,800 feet to test the morrow series of the Pennsylvanian formation
and is schedvled to start on or before December 1, 1978.

If you wan%t to participate in the drilling of the well by paying
12.59 of the cost, please sign and return one copy of the AFE at
your earliest convenience.

If you have any questions, please contact the undersignecd.

YATES PETROLEUM CORPORATION

v Lalod & &mﬁ

ROBERT E, BOLING, Agent

REB/bgt
Enclosure

ce w/ enclosure: Oil Conservazion Division
P, O, Pox I3 7203 ¥
Santa Fe, New iexico 87501

CERTIFIED MAIL
RETURIT RECEIPT REQUESTE

HOME PHONE 746.9336




DETEETIEE g R

STAPCE OF HMLw MEX1CO
ENERGY /gl DIHERALS DEPARPMENT
OIL COMSLERVATION DIVIGION

IN THE MATTER OF THE TEARING
CALLED BY THI OTL CONSHRVATION
DIVISION IFFOR T'HIT PURPOSE Or
CONSIDERING:

CASE NO. 6323
Order No. R-5810

, APPLICATION OF YATES PLETROLLEUM

l ‘ CORPORATION. FOR COMPULSORY POOLING

- AND AN UNORTHODOX GAS WELL LOCATION,
EDDY COUNTY, NEW MEXICO.

ORDER OF THC DIVIS1ON

BY THE DIVISION: | . " :

This cause cama on-for hearing at 9 a.m. on Scptember 13,
1978, at Santa Pe, New Mexico, before Examiner Richard L.
Stamets.

NOW, on this 20th day of September, 1978, the Division
Director, having considered the testimony, the record, and the ;
recommendations of the Examiner, and being fully advised in H

the premises,
FINDS:

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

(2) That the applicant, Yates Petroleum Corporation, seeks
an order pooling all mineral interests in the Wolfcamp and
Pennsylvanian formations underlying the W/2 of Section 23,
Townshin 17 South, Range 28 Bast, NMPM, Dipire-Pennsyivaniai
Field, Eddy County, New Mexico.

(3) That the applicant has the right to drill and ,
proposcs to drill its Lucas Store J2 Well No. 1 at a standard g
location in the W/2 of said Section 23. :

f o (4) ‘That the application for approval of the unorthodox
E' . v- location is unnecesgsary vursuant to the change in pocl rules
made by Order Mo. R~-5809.

{
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Case No. 06323
Ordcer No:. R-5810

{5} "hat there arc interest owncrs in the propose d
| 5. - =
(& b

proration unit who have not agrecd to pool their intcre

-

(6) That to avoid the drilling of unnccessary wells, to
protect corrclative rights, and to afford to the owncr of
cach intercst in said unit the opportunity to recover or
reccive without unnccessary cexpensce his just and fair share
of the gas in said pool, the subjcct application should be
approved by pocoling all mineral interests, whatever they may
be, within said unit. .

(7) That the applicant should be de@lgnatcd the operator
of the subject well and unit.

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

(9) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production his share of the rcasonable well
costs plus an additional 200 percent thercof as a recasonable
charge for the risk involved in the drilling of the well.

(10) That any non-consenting interest owner should be
afforded the opportunity to obiject to the actual well costs
but that actual well costs should be adopted as the reason-
able well costs in the absence of such objection.

(11) That following determination of reasonable well
costs, any non-~consenting working interest owner that has
paid his share of estimated costs should pay to the operator
any amount that reasonablec well costs exceed estimated well
costs and should receive from the operator any amount that
paid estimated well costs exceed recasonable well costs.

- -

wonth while producing should be fixed as reasonable charges
for upcrv151on ({combined fixed rates); that the opecrator
should be authorized to withhold from. production the
proportionate share of such supcrvision charges attributable

to cach non-consenting working interest, and in addition
thereto, the operator should be authorized to withhold from
production the proportionate share of actual expenditures
required for operating the subject well, nobt in oxcess of

what are reasonable, attributable to each non-conscnting
working intecrest.

500.00 per month while driliing and $278.00
roduai
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{13} “That all nrocceds from production from the subject

well wvhich are not dishursed for any reason should be placed
in coscrow to be paid to the true ovwner thercof upon demand

and proof of ownecrship.,

(L4) That upon the failure of the operator of said
pooled unit to commence drilling of the well to which said
unit is dedicated on or before December 31, 1978, the order
pooling said unit should bccome null and void and of no
cffect whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
in the Wolfcamp and Pennsylvanian formations underlying the
W/2 of Section 23, Township 17 South, Range 28 East, NMPM,
Empire-Pennsylvanian Field, Eddy County, New Mexico, are
hereby pooled to form a standard 320-acre gas spacing
and proration unit to be dedicated to the Yates Petrolcum
Corporation Lucas Store J%Z Well No. 1 to be drilled at a
standard location thereon.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the 31lst day
of December, 1978, and shall thereafter continue the drilling
of said well with duec diligence to a depth sufficient to test

iy .
the Morrow formation;

PROVIDED FURTHER, that in the event said operator does
not commence the drilling of said well on or before the
31st day of December, 1978, Order (1) of this order shall be
null and void and of no effect whatsoever, unless said 4
operator obtains a time extension from the Division for good
causc shown.

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonmcnt, within 120 days after commancement

thercof, said operator shall appcar before the Division
Dlrecivrl aud Show Causc why Order (1} of thic ovdaer should

not be rescinded.

(2) That Yates Pectroleum Corporation is hercby designated
the operator of the subject well and unit,

(3) That after the cffective date of this order and
within 30 days prior to commencing said well, the operator
shall furnish the Division and ~azh known working interest
owner in the subject unit an itemized schedule of estimated
»well costs.,

N T
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Casa No. 6323
Order Mo. R-5810

{4) That within 30 days from the date the schedule of
estimated well cogts is furnishoed to him, anv non-caonsonting
working intcrest owner shall have the right to pay his share i

of estimated well costs to the operator in liecu of paying

his sharc of rcasonable well costs out of production, and

, that any such owner who pays his sharc of estimated well

i : costs as provided above shall remain liable for operating
costs but shall not be liable for risk charges.

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

(6) That within 60 days following determination of
reasonable well costs, any non-consenting working interest
owner that has paid his share of estimated costs in advance
as provided above shall pay to the operator his pro rata
! sharc of the amount that reasonable well costs excced
‘ estimated well costs and shall receive from the operator
his pro rata share of the amount that estimated well costs
exceed reasonable well costs.

{(7) That the operator is hereby authorized to withhold
the following costs and charges from production:

(A) The prce rata share of reasonable well costs
attributable to each non-consenting working
intercest owner who has not paid his share of :
cstimated well costs within 30 days from the :
date the schedule of estimated well costs is : !

~ LS PR T | P
LULNLISICG ©O sixkin.

(B) As a charge for the risk involved in the
drilling of the well, 200 pcrcent of the
pro rata share of recasonable well costs
attributable to each non- conscntinq working
F & intcrcsi; OWNCy wino has noct pi‘.‘ 4 hig ghare
of estimated well costs within 30 days from
the date the schedule of estimated well costs
is furnished voc him.
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Casce No. 6323
Order No. R=5810

(8) 'That the opcrator shall distribute said costs and
chargces withheld from prodlucbion Lo Lhe nartics vyho advanced
d T : the well costs.

(9) That $2500.00 per month while drilling and $278.00
per month while producing are hercby fixed as reasonable
charges for supervision (combined fixed rates); that the
operator is hcreby authorized to withhold from production
the proportionate share of such supcrvision charges attributable
to each non-consenting working interest, and in addition
thereto, the operator is hercby authorized to withhold from
production the proportionate share of actual expenditures
required for operating such well, not in excess of what are
reasonable, attributable to each non-consenting working
interest.

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

(11) That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interests share of prcduction, and no costs or charges shall
be withheld from production attributable to royalty intecrests.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Eddy County, New Mexico, to be paid
to the true owner thereof upon dcmand 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 any |
funds are deposited with such escrow agent. :

; (13) That jurisdiction of this cause is rectained for the
entry of such further orders as the Division may decm necessary.

o~ DONE at Santa Fe, New Mexico, on the day and year hercin-
above designated.

~§TATE OF NEW MEXICO
OfIL CONQLRVA”IOV DIVISION

. / 6(’/’ 7
/ JOLD RI\HLY,/

7 / Director : |




P2 . AUTHORITY FOR EXPENDITURE
. ' Yates Petroleun Corporation

[

Estimated Cost to drill, Lucas Store "J2" State Com {1
Complete & Equip ~ 10300° JECEIVED 1930 ¥FNL, 860 ¥FWL Sec. 23-17S-28E - I
Horrow Test Red Lake Area, Eddy Co., I
- &AM ¥I0 ‘
Uy JU :J "5 ANty Dry Hole Completion l
Staking Permit & Logal Foes STATE LANu UFFICE $ 1,0Lu $ 1,000
Location, nght-of-way & Surface DanaggRTA FE.N. M. $ 5,500 $ 6,500 i
,  Drilling: Moving in, Rigging Up & Rigging Down $ 25,000 $ 25,000
i 40 days @ $3850 $154,000 $154,000
{ Bits, Reamexrs & Subs $ 20,000 $ 20,000
Water, Mud & Additives, Pit Lining $ 49,000 $ 50,300
. Cementing, Tools & Services, Temp. Surveys $ 10,500 $ 15,2090
! .Electriec Logs & Perforating $ 21,600 $ 26,000
| 1ud Logging Unit $ 6,300 $ 6,300
: Drill Stem Testing $ 4,400 $ 4,400
' Tool Rentals, Trucking & VWelding $ 2,300 $ 3,600
; Supervision & Overhead $ 4,000 $ 5,000
j Completion Unit, 7 days 2 $700 $ - $ 4,900
i Stimalation $ - $ 16,000
| Coantingency $ 32,400 $ 36,800
P TOTAL INTANGIBLES $336,000 $375,000
| Xmas Tree $ 1,200 $ 13,600 :
; Casing: 13 3/8" 48B% J-55, 45' @ $17.93 $ 800 s 80O é
: 8 5/8" 24# J-55, 2265' @ $9.05 $ 20,500 $ 20,500 :
: 5 1/2" 17# N-80, 10800' @ $8.37 $ - $ 90,400
Tubing: 2 3/8" 4.7%# N-80, 10500' @ $2.47 s - $ 25,900
Packer & Special Equipment $ - $ 2,600
Contingsncy $ 1,500 $ 11,200
TOTAL TANGIBLES o $ 24,000 $165,000
Tanks, 2-210 bbl welded w/stair & walk, Fibrgls Tnk. $ - $ 9,200
Heater-Separator & Flowlines, Valves & Ftgs. $ - $ 19,400
Trucking, Fences,.Construction Costs, Misc. $ - $ 6,400
TOTAL LEASE EQUIPMENT $ - $ 35,000 : §
TOTAL TO DRILL, COMPLETE & EQUIP $360,000 $575,000 )

‘Approval of this AFE constitutes approval of the Operator's option to charge the

joint account with tubular goods from Operator’s warehouse stock at the rates :
stated above, unless the Non—Oporaf or g;ves notification on this form of his intent ( |
to furnish his pfoporatlonate sha“e ig kind. i &
5 Poreens cf ; !
Well Cost §
Amoco Production Co. 5.552934 :
Continental 0il Co. 3.701990
Harvey E. Yates 1. 31L‘“
Coronado Exploration Co. .228153
Inexco 0il Co. 1.48Cc7oh I
Southland Royalty Co. .592318 -
5 Mark D. Wilson L. 159665
Robert E. Boling .505940
: A, J. Losee 653730
: Daleveco 0Oils . 93598
{ June Jonnson JLaz7h3
“yeo Industries 17.187500
5. P. Yates 1.542k05
: Jorn A. Yates 7.183500
Martin Yates, IIX .303500
: Abo Petroleum Corp. 6.875000
: Los Chicos 3.437500
§ Yates Drilling Co. 17.187500 —
Vates Pctreleum Co. 1.7.631740
Tenneco 0il Co. 12.500C00 :
2T 5% TOTAL 100.000000 I
259 of the W/2 Sec. 23, T17S R28E spaecing unit dedicated to the B
Tnitial Featr Well 4s qwhwpnf_fgozna SIaR &> The unﬁ. owuners who g E
Nele: p“”t101“at1n’f will oy 9 et AT their ll'nif‘, ormearshin o7 the [
cost of the Initial Tesb Iell I
APTRCYED I'CR I
B o
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T, , AUTHORITY FOR EXPENDITURE

Estimated Cost te brill,

Complete & Equip ~ 10800°
Morraw Test

. ) Yates Petroleum Corporation

Lucas Store "JZ" State Com #l
AGO FUL Sec. 23-17S-28F
Red Lake Area, Eddy Co., HM

1020 wNi

Dry Hole Completion
Staking Permit & Legal Fees $ 1,000 § 1,000
Location, Right-of-VWay & Surface Damages $ 5,500 $ 6,500
Drilling: Moving in, Rigging Up & Rigging Down $ 25,000 $ 25,000
#— 40 Qays @ $£38352 $154,000 $154,000
"Bits, Reamers & Subs $ 20,000 $ 20,000
1 : water, Mud & Additives, Pit Lining $ 49,000 $ 50,300
; Cerenting, Tools & Services, Temp. Surveys $ 10,500 $ 15,200
. .Electric Logs & Perforating § 21,600 $ 26,000
i Mud Logging Unit $ 6,30V $ 6,300
! . Drill Stem Testing $ 4,400 $ 4,400
' Tool Rentals, Trucking & Velding $ 2,300 $ 3,600
i Supervision & Overhead $ 4,000 S 5,000
% Completion Unit, 7 days @ $700 $ - $ 4,900
i Stimulation $ - $ 16,000
| coatingency $ 32,400 $ 36,800
| TOTAL INTANGIBLES $336,000 $375,000
; - Xmas Tree . $ 1,200 $ 13,600
| Casing: 13 3/8" 48% J-55, 45' @ $17.98 $ 800 $ 800
| ‘8 5/8" 24¢% J-55, 2265' @ $9.05 $ 20,500 $ 20,500
5 1/2" 17# N-80, 10800' @ $8.37 s - $ 90,400
Tubing: 2 3/8" 4.7# N-80, 10500" @ $2.47 $ - $ 25,900
Packer & Special Equipment $ - $ 2,600
Contingency $ 2,500 $ 11,200
TOTAL TANGIBLES $ 24,000 $165,000
Tanks, 2-210 bbl welded w/stair & walk, Fibrgls Tnk. $ - $ 9,200
Heater-Separator & Flowlines, Valves & Figs. 3 - $ 19,400
Trucking, Fences, . Canstruction Costs, Misc. $ - $ 6,400
TOTAL LEASE EQUIPMENT $ - $ 35,000
TOTAL TO DRILL, COMPLETE & EQUIP $360,000 $575,000
Rt :
? ‘Approval of this AFE constitutes approval of the Operator's option to charge the
joint account with tubuliar goods from Operator's warehouse stock at the rates

stated above, unless the Non-Operatoxr gives notification on this form of his intent

to £uwaich his proporationate share in kind.

- e

” ——
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Percent o7

Well Cos
Amoco Production Co. 5.552934
Continental 0il Co. 3.701990
Harvey E. Yates 1.314342
Coronado Exploration Co. ,228152
Inexco 0il Co. 1.130794
Suvubthland Noyairvy Co. .59::}8

Mark D. Wilson

' Robert E. Boling .5053940

' ! A, J. Losee 633730

: Daleveo Oils L32533

‘ § June Johnson RITSAAIES

| 5 “iyeco Industries 17.187390

: S. P. Yates 1.352495

; John A. Yates 7.132500

g Martin Yates, III . 308500

i Abo Petroleuvm Corp. &.875000

: Los Chicos 3.1427500

% Yates Drilliag Co. 17.31275CC

Yates Petroleum Co. 17.0317L0

Tenneco 01l Co. 12.560000

-375‘® TOTAL 100.000000
I
|
®

LIlIIIIIIII----L________

T2EZ of the W/?2 See, 23, T17S. R28E spacing unit dedicated to the

Initial lest Well is subjecé g?pnv unit. The unit owners who
are parvicipobting will nayv % 6% trneir unit ownership of the
cost of the Initial Test Well.
APPROVED FOR
2




STATE OF NEW MEXICO
ENFRGY AND MINERALS DEPARTMENT
0I5 COHSERVATION DIVISION
State Land Office Building i
Santa Fe., New Mexico
13 September 1878

EXAMINER HEARING

At M s S T N A Pt Y Gy S e b S G g D G et G Sk S T B T LS T G A G S S GRS G S G By S P

IN THE MATTER OF:

CASE
6323

application of Yates Petroleum Corpor-
ation for compulsory pooling and an
unorthodox gas well location, Eddy
County, New Mexico.

- G P A . B G e S5 LD Y S G S G NS LS S GE (ot S CNS S P A T S S G Gy S BB W SER T W e v

BEFORE: Richard L. Stamets

TRANSCRIPT OF HEARING

APPEARANCES

. For the 0il Conservation Lynn Teschendorf, Esqg.
Division: Legal Counsel for the Division
o ] State Land Office Bldg.

Santa Po. New Mexico 87301

For the Applicant: Jecel Carson, Esqg.
LOSEE, CARSON & DICKERSON
Artesia, New Mexico 88201







ROBERT E. BOLING

Direct Examination by Mr. Carson

Cross Examination by Mr. Stamets

EXHIBITS

Applicant Exhibit One, Plat
hppiicant Exhibit Two, Document

Applicant Exhibit Three, AFE
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MR. STAMETS: Call next Case 6323,

ME. TESCHENDORF: Cas

L2109 w1
Voo LApe s

O

Yates Petroleumucorporation for compulsory pooling and an
unorthodox gas well location, Eddy County, New Mexico.
MR. CARSON: Mr, Examiner, my name is Joel
Carson, losea, Carson and Dickerson, P. A., Artesia, New ]
Maxico, appearing on behalf of the applicant. I have one
witness, Mr. Robert Boling, who was previously sworn in the
last cause. I assume that that will continue.
MR. STAMETS: The witness is considered quali-

fied and will be shown as sworn.

being called as a witness and having beern previously sworn

upon his ocath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR, CARSON:
Q Mr. Boling, are you the same person that testi-

fied on behalf of Yates Petroleum Corporation in Cause Num-

ber 6322?
A I am.
0 You're acting in the same capacity?
A I amn.

2, CARSCH: Are his gualifications still ac-
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ceptable?
MR. STAMETS: Yes, they certainly are.
Q (Mr. Carson continuing.) Mr. Boling, let me re-

fer you to Applicant's Exhibit Number One, and ask if that

was prepared by you or under your supervision?

A Tt was prepared by me.

o Would you explain to the Examiner what that pur-

ports to show?

Or perhaps, let me --— before we qgo into that

exhibit maybe I should, before I get ahead of nyself, ask

what the purpose of this application is?
A The purpose of this application is to force pool

Tenneco 0il Company who has a 40-acre lease interest in the

west half of Section 23, and their lease covers the south-

west southwest -—-- southwest quarter of the southwest quarter

of Section 23.

Q. And Yates Petroleum has —- proposes to drill

Ch

its Lucas Store oG —— J% crate Com Well in the Wolfcamp an

Lamr
A B P

i3

‘Eeu‘,‘,;}'l,,;;:j_:p_ farmatrions at a point which is 1980 feet

the north line and 860 feet from the west line of Ssection 23,

Township 17 South, Range 28 Fast, do they not?

A Yes, sir.
0. And they also propose to dedicate the west half

of that section to that well, is that correct?

A That is correct.
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Q And they also ask to be designated the operator
of ths well?
A This is correct.
Q Now, referring you back to Applicant‘e Exhibit

Number One, would you please expiain what that shows?

A Well, in addition to showing the limits of the
Empire-Penn Gas Pool, it shows the spacing unit that has
been dedicated to the Lucas Store JZ State, and outlined
in red the location of that well, with a red circle. The
acreage owvned by Tenneco colored in yellow, which is south-
west,/southwest gquarter, and it shows all the wells that
have penetrated the Morrow Formation on this land plat,
wich the wells that a completion attempt was made on shown
in green, and the wells that were dry holes shown in red.

Q Okay. Well, will you, just so the Commission

doesn't have to count, will you tell them how many of those

were dry holes, how many were completed?

A Wall, thorc were -- there are seventeen wells
8nown on this wap and of the ssvenieen
was a completion made on seven of them, inciuding the at-
tempt on the No. 19 Empire South Deep Unit Well down there
in Section 36 of 17, 28. or 44 percent of the paopla tried
it and out of the seventeen three wells on this map have

paid out or look like thev'll pay out, and that made money.

So you have three out of seventeen that made



N ——

money, which ia seventeen percent.

0 Now, Mr Boling, I'1) zafar von to Avplicant's
Exhibit Number Two. You've previously said that the entity
to be force pooled is Tenneco. Would you explain to the
Commigsion what your -- or to the Ekaminer, what efforts
you've made to seek their participation in this ventﬁre?

A Well, on October 2lst, 1977 we sent out a letter
proposing a working unit interest covering acreage in Sec-
tion 14, 15, 22, 23, and 24 of 17, 28, for the purpose of
drilling a Morrow well.

This area included the Tenneco acreage, which
we are now force pooling in the southwest/southwest of 23,
and we -~ it's rather standard deal, the difference between

the available revenue interest and 75 percent is allocated

_ to people who want to farmout during the payout peried, and

we drill the well and at payout they have the option to

back in for a half, and all the details are in that October

(8]

l1st lettsr.

On November the 22nd, 1977 we got a letter back
from Tenneco which says, we have looked over the captioned
proposal and have decided not to do anything at this time,
which is a rather typical answer from those folkse,

So on April the 12th, 1978 we again made a pro-
posal to -- a farmout proposal to Tenneco, which included

only the rignts below 35080 foct ¢on the zouthwest /sonthwast

N
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of 23. 1In other words, under thia proposal they would not

be apread in the unit but would participate only undar the
spacing unit.

And then on a note on thls November 22nd, '77
;etter I called Tenneco on May the 24th, '78 and talked to
them about this April 12th farmout proposal and they turned
that down, so I said, well, how would you like to participate
with us, and they said well, they didn't want to do that,
either. |

So, 1 told them that they only left us one choice,
we'd have to force pool them, and they says come On ahead;
not going to make us mad, and that's the last time we
talked to them.

Q vou have sent them a copy of this application

for forced pooling, though, have you not?

A No, sir.

Q You have not?

A No, sir.

Q BuL they've bean -- they have been notified,

haven't they?

A I presume.

0 And, Mr. Boling, raferring to Applicant’s rvhibit
Number Three, would you explain to the Commission what that --
the Examiner what that is?

A This is an AFE on the nroposed well, thc Iungas



-
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om No. 1, and it shows the total dry hole
cost of $360,000 and a total completed cost of $575,000.

Tenneco, if they participated, would have a
12-1/2 percent working interest, which equates to $45,000
their share for a dry hole and $71,250 for their share of
a producer.

Q And, Mr. Boling, you ~-- do you have any recom-
mendation as to drilling well supervisory cost and producing
wall supervisory cost?

A We have this operating agreement covering the
unit, and the unit has a 25 percent interest in this first
well, and the operating agreement provides for $2500 per
month for drilling overhead and $278 a month for production --
producing well overhead per month.

Q Mr. Boling, you asked the Commission to establish
a penalty or risk factor for the drilling of this well, and

what is that? Wwhat do you feel would be reasonable?

g
Hi

Wall, biaged on the evidence, it looks like it
aught tc ke about 500 percent, but I don't think they're
giving that these days, so we'll go for 200.

) In other words, you feel like you should get

back your cosi plus 200 percent, is that right?

MR. CARSON: Mr. Examiner, I'd like to move the

3

adrmission of Appiicaiit’s Exhibits One through Three.
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MR, STAMETS: Thege exhibits will be admitted.
MR, CARSONMN: I have no further questions of the

witness.

CROSS EXAMINATION

BY MR. STAMETS:

Q Mr. Boling, is Tenneco the only operator being
pooled under this 320-~acre drilling unit?

A Yes, sir. Everyone else is either participating

or farming-out only under the spacing unit.

Q Okey. It seems to be a rather odd shaped unit
— there. Is that a full 320?

A Yes, sir, but the section lines don't run east
and west. There's some sort of a correction there and the
best of my knowledge, it's a full 320. I believe there

. are lots along the north line, I beliewve, which -~ or are
. lease lots along the west line? I don't guess they're --
I Son'i Lnow how i+ got that wav, bnt that's what -- all the
waps sacw it thot waw

Q Okay, but you are confident this is 320 acres

unit —
v i Yes, sit.

0 ~- or a 320-acrc unit?

A Yes, sir.

Q Okay. 1!ow, the unit that you've been talking
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about, this lLucas Store.
A Yasa, uh-huh,
0 Is that strictly a voluntary working interest
unit?
A Yes, it's a working interest unit, yes, sir.

1t covers rights below 3500 feet, from 3500 feet to the top

of the Mississippian.
Q. Okay. Now, I would assume that you're letter
of April the 12th, '78, if I read this correctly, that ig

your requast to Tenneco for them to join the drilling of

this well.
- | A Well, this was a request for a farmout, you
know, we offered them -- there is no burden on Tenneco's

lease, so what in effect we weyre doing, we said, ckavy
give you an 1/8th override to pay oﬁt with an ontion to back

# in for half proportionately reduced on -- on this well that
we're going to drill in the west half of 23.

They would not do that. They, vou knew, they
pretiy suvon gquil writing letders and started talking to you
on the phone, and so I called them up and asked them, I kept
getting answexs, and so I kept going up the line until I
finally got to a guy tuai could do eomething about it if he
wanted to, and he said, well, they didn't want to do anything
now. And I asked him -~ they didn't want to farmout -- and

I asked him 1€ he'd like to particivate with 12-1/2 pexcent
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interest. He said no, they didn't want to do that, either.
But we had some other timc problems that couldn't

let us wailt for a couple years for Tenneco to get ready to
do something,

0 So they have been asked if they would like to
participate in the drilling of the well?

A Yes, as indicated on the note on that November
- : the 22nd letter. See down there in the corner, outlined
E in red, offered fo farmout; offered to let them participate,
turned down?

Q Okay.

py——

A And even before that I tried to buy it; they

wouldn't sell it, either.

———

th
cr
-

. Anything further in this case?

. ' Take the case under advisement.

e L)
NS LA e VAL e g

MR. STAMETS: Are there any gvestions o he I
witness? He may be excused. I
ii
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MR. STAMETS: (Call next Case 6323,

€323.

el 4 .
\pplication of

o

DORF: Cas
Yates Petroleum Corporation for compulsory pooling and an
unorthodox gas well location, Eddy County, New Mexico.

MR, CARSON: Mr. Examiner, my name is Joel
Carson, Losee, Carson and Dickerson, P. A., Artesia, New
Mexico, appearing on behalf of the applicant. I have one
witness, Mr, Robert Boling, who was previously sworn in the
last cause. I assume that that will continue.

MR. STAMETS: The witness is considered gquali-

fied and will be shown as sworn,

ROBERT E. BOLING
being called as a witness and having been previously sworn

upon his oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. CARSON:
0 Mr. Boling, are you the same peisun Lhal LTULiIs

fied on behalf of Yates Petroleum Corporation in Cause Num-

ber 63227
A I am.
0 You're acting in the same capacity?
A, I am.




X

"

=S

ceptable?

MR. STAMETS: Yes, they certainly are.

0 (Mr, Carson continuing.) Mr. Boling, let me re-
fer you to Appiicant's Exhibit Number Qne, and ask if that
was prepared by you or under your supervision?

A It was prepared by me.

0 Would you explain to the Examiner what that pur-
ports to show?

Or perhaps, let me -- before we go into that
exhibit maybe I should, before I get ahead of myself, ask
what the purpose of this application is?

A The purpose of this application is to force pool
Tenneco Oil Company who has a 40-acre lease interest in the
west half of Section 23, and their lease covers the south-
west southwest -- southwest quarter of the southwest quarter
of Section 23.

Q And Yates Petroleum has -- proposes to drill

itg Lucas Stere JG -~ JZ State Com Well ia the Wolfcamp and

I
(

Penncyvivanian farmatinons at a point which is 1980 feet from
the north line and 860 feet from the west line of Section 23,
Township 17 South, Range 28 East, do they not?

A Yes, sir.

0. And they also propose to dedicate the west half

of that sectiocn to that well, 1s that correcty

A. That is correct.




[ P S ———————————-—

5
0 And they also ask to be designated the operator
of the well?
A. This is correct.
Q Now, reterring you back tu Applicant's Exhibi+

Number One, would you please explain what that shows?

A Well, in addition to showing the limits of the
Empire-Penn Gas Pool, it shows the spacing unit that has
been dedicated to thé Lucas Store JZ State, and outlined
in red the location of that well, with a red circle. The
acreége owned by Tenneco colored in yellow, which is south-
west/southwest quarter, and it shows all the wells that
have penetrated the Morrow Formation on this iand plat,
with the wells that a completion attempt was made on shown
in green, and the wells that were dry holes shown in red.

0} Okay. Well, will you, just so the Commission
doesn't have to count, will you tell them how many of those
were dry holes, how many were completed?

asvantean wells

Joi
b

A. Well, there were —- thers
shown on this map «nd of the seventeen wells, seven -- there
was a completion made on seven of them, including the at-
tempt on the No. 19 Empire South Deep Unit Well down there
in Section 36 of 17, 28, or 44 percent of the people tried
it and out of the seventeen three wells on this map have
paid out or look like they'il pay out, and Tnat wadas wonly.

So you have three out of seventeen that made

oo SEENAA Gop



money, which is seventeen percent.

Q Now, Mr, Boling, I'1iil refer you to Applicant's
Exhibit Number Two. You've previously said that the entity
to be force pooled is Tenneco. Would you explain to the

Commission what your -- or to the Examiner, what efforts

you've made to seek their participation in this venture?

A Well, on October 21ist, 1977 we sent out a letter
proposing a working unit interest covering acreage in Sec-

tion 14, 15, 22, 23, and 24 of 17, 28, for the purpose of
drilling a Morrow well.
This arca included the Tenneco acreage, which
. we are now force pooling in the southwest/southwest cf 23,
and we —- it's rather standard deal, the difference between
the available revenue interest and 75 percent is allocated
to people who want to farmout during the payout period, and
- we drill the well and at payout they have the option to
. back in for a half, and all the details are in that October
21st letter.
On November the 22nd, 197/ we got a ietter Dback
from Tenneco which says, we havé looked over the captioned
propcsal and have decided not to do anything at this time,

which is a rather typical answer from those folks.

So on April the 12th, 1978 we again made a pro-
posal to -- a farmout proposal to Tenneco, which included

only the rights below 3500 feet on the southwest/southwest

g TR IR .- —
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of 23. In other words, undcr this proposal they would not

be spread in the unit but would participate only under the
spacing unit.

And then on a note on this Novewber 22ad, '77
letter I called Tenneco on May the 24th, '78 and talked to
them about this April 12th farmout proposal an¢ they turned

that down, so I said, well, how would you like to participate

and they said well, they didn't want to do that,

So, I told them that they only left us one choice,

we'd have to force pool them, and they says ccme On ahead;

not going to make us mad, and that's the last time we

talked to them.

Q You have sent them a copy of this application

for forced pooling, though, have you not?

A No, sir.
S0 You have not?
L3 N . Siv.
o Sut they've been —- they have been notified,

haven't they?
A I presume.
0 And, Mr. Boling, referringy Lo Applican

Number Three, would you explain to the commission what that --

the Examiner what that is?

A This is an AFE on the proposed well, the Lucas
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Store JZ State Com No. 1, and it shows the total dry hole
cost of $360,000 and a total completed cost of $575,000.

Tenneco, if they participated, would have a
12-1/2 percent working interest, which cguates to $45,000
their share for a dry hole and $71,250 for their share of
a producer.

0 And, Mr. Boling, you -- do you have any recom-
mendation as to drilling well supervisory cost and producing
well supervisory cost?

A We have this operating agreement covering the
unit, and the unit has a 25 percent interest in this first
well, and the operating agreement provides for $2500 per
month for drilling overhead and $278 a month for production --
producing well overhead per month.

Q Mr. Boling, you asked the Commission to establish
a penalty or risk factor for the drilling of this well, and
what is that? What do you feel would be reasonable?

a Well, hasad on the evidence. it looks like it

ought to be about 500 percent, but T don't think they're

'giving that these days, so we'll go for 200.

Q In other words, you feel like you should get
back your cost plus 200 percent, is that rigii?
A Yes, sir,
MR. CARSON: Mr. Examiner, I'd like to move the

admission of Applicant's Exhibits One through Three.
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9
MR, STAMETS: These exhibits will be admitted.
MR. CARSON: I have no further questions of the

witness.

CROSS EXAMINATION

BY MR. STAMETS:

Q Mr. Boling, is Tenneco the only operator being
pooled under this 320-acre drilling unit?

A Yes, sir. Everyone else is either participatiné
or farming-out only under the spacing unit.

Q Okay. It seems to be a rather odd shaped unit
there. 1Is that a full 3202

A Yes, sir, but the section lines dor.'t run east
and west. There's sume sort Qf a correction there and the
best of my knowledge, it's a full 320. I believe there
are lots along the north line, I believe, which -- or are
lease lots along the west line? I don't guess they're --
I don't know now it 9ot tThat way, nub that's what -- all the

maps chow it +hat wav.

Q Okay, but you are confident this is 320 acres
unit --
> ‘
A. Yes, sir.
o ocr 2 220-arve unit?
a. Yes, sir.
0 Okay. Now, the unit that you've been talking
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about, this Lucas Store.
A Yes, uh-huh,
0 Is that strictly a voluntary working interest
unit?
A Yes, it's a working interest unit, yes, sir..

It covers rights below 3500 feet, from 3500 feet to the top
of the Mississippian.

Q Okay. Now, I would assume that you'‘re letter
of April the 12th, '78, if I read this correctly, that is
your request to Tenneco for them to join the drilling of
this well.

A Well, this was a request for a farmout, you
know, we offered them -- there is no burden on Tenneco's
lease, so what in effect we were doing, we said, okay, we'll
give you an 1/8th override to pay out with an option to back
in for half proportionately reduced on -~ on this well that
we're going to drill in the west half of 23.

They would not do that. They, you know, they
pretty soon quit writing letters and started talking to you
on the phone, and so I called them up and asked them, I kept
getting answers, and so I kept going up the line until I
finally got to a guy that could do something about it if he
wanted to, and he said, well, they didn't want to do anything
now. And I asked him -- they didn't want to Iarmout -- aud

I asked him if he'd like to participate with 12-1/2 percent
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interest. ile said no, they didn't want to do that, either.
But we had some other time problems that counldn't
let us wait for a couple years for Tenneco to get ready to
do something.

0 So they have been asked if they would like to

participate in the drilling of the well?

A Yes, as indicated on the note on that November
the . See down there in the corner, outlined
in red, offered to farmout: offered to let them participate,
turned down?

Q Okay.

A And even before that I tried to buy it; they
wouldn't sell it, either.

MR. STAMETS: Are there any questions of the
witness? He may be excused.

Anything further in this case?

Take the case under advisement.

{Hearing con
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STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT
OlL CONSERVATION DIVISION

JERRY APODACA POST OFFICE BOX 2088
GOVERNOR ETATE LAND OFFICE EWILDING b
. BANTA FE. NEW MEXICO 87501
NICK FRANKLIN Sept ember 22 , 1978 (505) 827.2434
BECRETAAY
Re: CASE NO. 6323

Mr. Joel Carson ORDER NO. =50 lU
Losee, Carson & Dickerson .
Attorneys at Law
P. O. Drawver 239 Applicant: : ¥
Artesia, New Mexico 88210 ’

Yates Petroleum Corporation !

g e me e pear i o

~Dear Sir:

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

e

urs very tru

JOE D.
Director

JDR/£d
? Copy of order also sent to:

Hobbs OCC X f

Artesia OCC x

Aztec OCC

. Other
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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. 6323
order No. R-5810 -

APPLICATION OF YATES PETROLEUM
CORPORATION FOR COMPULSORY POOLING
AND AN UNORTHODOX GAS WELL LOCATION,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on September 13,
1978, at Santa Fe, New Mexico, before Examiner Richard L.
Stamets.

NOW, on this 20t day of September, 1978, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in
the premises, :

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

by law, the bvivision hLas jurisdicction of this cause aund the
subject matter thereof.

{(2) That the applicant, Yates Petroleum Corporation, seeks

an order pooling all mineral interaests in the Wolfcamp and
Pennsylvanian formations underlying the W/2 of Section 23,
Township 17 South, Range 28 Basi, I™PM, Empire-Pennsylvanian
Field, Eddy County, New Mexico.

(3) That the applicant has the right to drill and
proposes to drill its Lucas Store J2 Well No. 1 at a standard
location in the W/2 of said Section 23.

{4j That the application for approval of the unorthodox
location is unnecessary pursuant to the change in pcol rules
made by Order No. R-5809.

(SN,
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(5) That there are interest owners in the proposed
proration unit who have not agreed to pool their interests.

(6) That to avoid the drilliing 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, whatsver they mav
be, within said unit.

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

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

(9) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well
costs plus an additional 200 percent thereof as a reasonable
charge for the risk involved in the drilling of the well.

{10) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs
but that actual well costs should be adopted as the reason-
able well costs in the absence of such objection.

(11) That following determination of reasonabla wall
goste, any non-conganting working interest owner that has
paid his share of estimated costs should pay to the operatox
any amount that reasonable well costs exceed estimated well
costs and should receive from the operator any amount that

paid estimated well costs exceed reasonable well costs.

(12) That $2500.00 per month while drilling and $278.00

por month whilzs producing eshonld he fived ag reagonabhle chavaes

T s -

for supervision (combined fixed rates); that the operator
should be authorized to withhold from production the
proportionate share of such supervision charges attributable
to each non-consenting working interest, and in addition
thereto, the operator should be authorized to withhold from
prcductiion itne proportionate share of actual expenditures
required for operating the subject well, rot in excess of
what are reasonable, attributable to each non-consenting
workling interest.
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{13) That 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.

(14) That upon the failure of the operator of said
pooled unit to commence drilling of the well to which saig
unit is dedicated on or before December 31, 1978, the order
pooling said unit should become null and void and of no
effect whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may ke,
in the Wolfcamp and Pennsylvanian formations underlying the
W/2 of Section 23, Township 17 South, Range 28 East, NMPN,
Empire~Pennsylvanian Field, Eddy County, New Mexico, are
hereby pooled to form a standard 320-acre gas spacing
and proration unit to be dedicated to the Yates Petroleum
Corporation Lucas Store JZ Well No. 1 to be drilled at a
standard location thereon.

PROVIDED HOWEVER, that the operator of said unit shall
commaence the drilling of said well on or before the 31lst day
of December, 1978, and shall thereafter continue the drilling
of said well with due diligence to a depth sufficient to test
the Morrow formation;

PROVIDED FURTHER, that in the event said operator does

PP gy ;:uli‘ivlnn nf maid well on or baforz the

v w CTUIZNEICD TRT ST Iing OF a3

31st day of December, 1978, Oxder (1) of this order shall be
null and vold and of no effect whatsoever, unless said
operator Obiains & time evtension from the Division for good
cause shown.

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 120 days after commencement
tharanf . said obparator shall annear hefore ths Division
Director and show cause why Order {1) of this ordsr schould
not be rescinded.

(2) That Yates Petrole Corporation is hereby designated
the operator of the subjeGi well and unit.

(3) That after the effective date of this order and
within 30 days prior to commencing said well, the opsrator
shall furnish the Division and each known working interest
owner in the subject unit an itemized schedule of estimated
wall costs.
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(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 to pay his share
of eatimated well costs to the operator in lieu of paying
his share of reasonable well costs out of production, and
that any such owner who pays his share of estimated well
costa as provided above shall remain liable for operating
costs but shall not be liable for risk charges.

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

(6) <That within 60 days following determination of
reasonable well costs, any non-consenting working interest
owner that 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 reasonable well costs excead
estimated well costs and shall receive from the operator
his pro rata share of the amount that estimated well costs
exceed reasonable well costs.

{(7) Tnat the oparatcy is hersby authorized to withhold
the following costs and charges from production:

(A) The pro rata share of reasonable weli costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, 200 pexrcent of the
pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share
of estimated well costs within 30 days from
the date the schedule of estimated well costs
is furnished to him.
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(8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced
the well costs.

(9) That $2500.00 per month while drilling and $278.00
per month while producing are hereby fixed as reasonable
charges for supervision {(comrbined fixed rates): that the
operator is hereby authorized to withhold from production
the proportionate share of such supervision charges attributable
to each non-consenting working interest, and in addition
thereto, the operator is hereby authorized to withhold from
production the proportionate share of actual expenditures
required for operating such well, not in excess of what are
reasonable, attributable to each non-consenting working
interest.

(10) That any unsevered mineral interest shall be considered

a seven-~eighths (7/8) working interest and a one-eighth (1/8)
royalty interest for the purpose of allocating costs and
charges under the terms of this order.

(11) That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interests share of production, and no costs o: charges shall
be withheld from production attributable to royalty interests.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Eddy County, New Mexico, to be paid
to the trus ownar thereof upon demand and proof of ownarship:
that the operator shall notify the Division of the name auad
2ddreoe oF =aid ascrcw agent within 30 days from the date any
funds are deposited with such escrow agent.

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

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

STATE OF NEW MEXICOC
<7XL CONSI“RVAT N--PIVISION

/ﬁ¢//fngl«t/b """
JOE D. ///>/'
/ Director
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ROBERT E. BOLING
EXPLORATION CONSULTANT
202 AMERICAN HOME Bhl.omc.‘ e
ARTESIA. NEW MEXICd Qb CL
N - 88210 2—— ‘
October 21, 197(jcrn . 6 3 2 3
‘ i
| Subwalic kﬁ)&.(quf o . y
TO: VORKING INTEREST QOYWNERS IMN THE Heana, O R ;
PRCPOSED LUCAS STORE UNIT, EDDY ot e . e e b

COUNTY, NEW MEXICO
(See attached mailing list)
RE: Proposed Lucas Store Unit
| /2 Section 14, all of

Seciisns 15 and 22, x:./::‘m/-?,
SU/LNE/Y, N/2Su/L, SW/4Su/4
Seciion 22 and S/2 Section 24,
T17S R23E, Eddy County,
New sxico, containing 2070
acres, more or less. (See )
Exhibit "A") "

Gentlemen:
Reference is made to our letter of May 6, 1977 in which we troposed a
‘ unit in the captioned area covering a slightly different outline. As ‘
you probably all know the IRS 77-176 “ulfng care out on May 9, 1977. |

. We did not pursue this prosocect until most 97 the major owners had de-
. cided how to avold the additional taxes that could be assessed under
the terms of the ruling on.farmout deals such as we had proposed. We
now believe -that the best thing to do is form a tax partnership to cover
the time the interests are vbeing earned. For those who may not be famil-
- 1ar with a tax partnership, we have prepared an sutline of what we think
. the most important features are. This outline is attached as Exhibit "¢"
~. ' to this farmout request. , S, ) e

e s Pmasnt AnoAmam ettt Bt et Bt T
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Neafly'all of the owners responded to our May dtn letter and advised that

InAarr vrmis 1 3 32 L IA(HI’\“T 29 ?l[\l'!l"/\ﬁ‘_'\ﬂ -y

they would eithew 2GUuCSted Or pavriiciuaie LY paying thelr

share of the cost. Exxon was the largest exception. Exxon advised that
they would not joln any unit with H.B.?. Acreage. VYou will note that the
present outline does not include Exxon's acraal

J

ge nor does-it include
Culf's néw lcase covering the SE/M of Ssgtisn 1M, %o have yogucskod 2
farmout from Exxon which doess noat involve their interest being spread

¥ ; tnroughout the unit.




':,;in or@er to ever-get a deco test drilled in this area.

Tao: Working Interest Ouners Iin the
Proposed Lucas Store Unit,
Eddy County, New BMexinn

Octover 21, 1977

Mark D. Wilson and the undarsigned now respectlully reaquest a2 farmout
from the present lease owners, the "Ouners", <o test the Morrow in the
rantioned area. under the following terms and conditions:

(=24

-,

1. Ue propose to form a working interest unit, the "Unit", covering
the captioned area, except the E/2SW/L of Section 1L and 2.125% interest

=

under the S/2 of Section 24, cantaining 2z totz: of 2070 nst 20res. This
area is outlined on Exhivit "A" of this letter. ‘e ,rovcse that the Unit
cover depth rights from 2,500 fest to 10,536 =22, the "Unitized Rights".
This interval was selected due to the denth rights owned ty Anoco and
Continental in Section 22 a2nd Pennzoil, et 2l in the -S/2 Ssction 24. The
E/éSW/h Section 14 is excludzd from the Unit, Tui included in the outline
because it is unleased KCS ninerals. t has T28&n requestad that this
tract be offered for leasing abt the next KGS sz2le. This iract shall be
considered an area of mutual interest. I anyzne in the Unii buys a
lease on this land then all other owners shall have the ontion of taking
their proportionate share of the lease. The 2.125% interest under S/2
Section 24 is owned by Exxon.
It is believed that the present ownership o the Unitized Righis is as
shown in Exhibit "B" of this letter. You will note that all of the leases
except two, covering 80 acres, are H.B.P. You will also note from the

twen o)

n
exhibits that there are Cy one tracts ownsd by tuenty eight different
owners. It is believed all owners will agree that everyons nust cooperate

0. - Within 45 days after receipt of an acceptable, fully executed

‘operating agreement, the '"Azreement" and subjest to the availability of
-~ drilling equipment and pive, we will commence, or cause to be commenced,

=0

the drilling of a test well at a lawful 1ocat*ouA_n the SW/Li/t of Sec-

tion 23, Township L7S Soutn, Range 235 -ast, ths "Initial “est Well®,
with the W/2 of Section 23 beingz the dedicated svacing unit. The Initial
Te3C Waell will ko drilled fo 2 dapth °"'ficient to monctratc 50 faoct inke
the Chester Mississippian Limestone, which decih is estimated to be 10,750
feet, to test the Morrow series of the Pennsylvanian System, the '"Objective
Depth". The Initial Test iiell shall be drilled and corole:ed at no cost
to the Owners

3. In the event the Initial Test Well is completed as a praducer
from the Unitized Rights, then we shall earn 231 of the Cunrer's interest
in these rights in the largest spacing unii assigned to th2 well by the
New Mexico 0il Conservation Commission, until cavoub. subiact fin £he
Vuner's retained overridinz royalty hereinarfar vrovided for, plus an un-
divided one-nalf of Owner's inferest in She Unisized Riznts iﬂ the rermain-
der of the Unit. During the payout pericd of the Initial Test YWell, the



" The Exxon acreage will be a 73p revenue interest with an optional one-

6. In the event productwon is establisnsed in the Unit, then all
future wells.slmll be drilled under the terms < a ibdel Form COperatin
Acreement Porm £10, provicusly uco*ﬁJ“,ea perein, the "Agreement', The
Agreement shall provide thrat {(a) Wilson and Boling or our assigns snz2ll
be the Opverator, (b) a 30CH% non-consen:i venz2liy, (e) no preferential
1'*nt to ourchase, (d) individval title loss (e) ar1l cw ners shall nave '

3
o}

Working Tnterest Cuwners in the
Proovosed Lucas Store
Eddy County, New ldexi
Octoher 21, 1977
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Owners shall retain thelr vrovportionate vart 57 a fotal overriding royalty
of 1/8 of 8/8ths. Columnn 7 of Exhibit "B-2" shows each Owner's share of
the robtaincd override asswiilng the W/e of Sectilon 23, TL7S R25BE is the
spacing unit of the Initial Test Well. At vayout of the Initial Test
tlell, the Cuners shall have tThe option for 30 days after notice, to
convert to their proportionate part of one-half of the working interest
or continue with their retained override. The interest in the Unit (a)
at present, (b) during the drilling and payous o the Initial Test Well,
(¢) in the remainder of the Unit and in tha Initial Test Yell after pay-
out, assuming all Gwners convert to a workinz interes: and (3) Cwne>x's
retained overriding royalty during ths vayout period are shown in Exnhibit
"B-2" to this letter. The calculation of the Guwner's p present percentage
interest in the Unit is shown in Exhibit “3-1" £o this letter.  Since Unit
acreage only composes five-ai obts of the spacing unit of the Initial Test
Well, assuming a gas well with 320 acre spacing, all Unit interests will
be proportionately reduced to five-eights of the interests shown in

e

Exhibit "B-2" for the Initial Test Well.

4, As previouSIJ mentioned we have requested a farmout from Eixon
covering their interest in s=ctions 23 and 24 The requested farmout
provides for a 90 day continuous develovment and only the oroductive wells
earn acreage. Since the Owners will only have an interest under fiwve-
eights of the spacing unit of the Initial Test Well, we will agree to give
the present owners an option to participate in one-half of the Exxon farm-
out insofar as it covers the E/2 of Section 2 in accordance with their
after payout unit ownership as set out in Column 5 of Exhibit "B-2" . -

half back-in after payout. We feel that this is an attractive incentive

since thoe Cwncers can formout on the wildeab and then decide 1P they want ; 1
RS T
to participate In an offset well. : -

5. The present burdens on the leases in the Unit vary from nothing
to 26.5%4. In order for the oroceeds from production to be distributed
equitab1y a beneficial interest distridbution is necessary. The calcu-

lation of all Cwner's beneficial interest is shown in Exnidbig "B-1i" of
this letter.




To: Working Interest Owners in the
Provosed Lucas Store Unig

Ad AN Lha N

Eddy County, New Mexico
Qetover 21, 1977
tha right to take-their share of the »
balancing a
accounting procedure and the terms of

and the nba.c\uu»u.t chall bhe axecnted 0

* the Initial Test Well. The charges
ced'"e of the Agreement shall govern

Objective Depth and plilugging it as a ¢
single zone producer is $350,000.00 an

: 8. If mechanlcal or other dif "fic
the Initial Test Well impractical, in
Initial Test Well reaches the Objective
option for 30 days after the completion
commence the drilling of another test
The Substitute Test Well, if drilled,
tion of our selection in the Unit, to
same terms, except a recalculation of

agreenent, and (g) a tax par

7. The estimated cost of drilling the Initial Test ¥Well to the

roduction in kind, (f) a2 gas

tnership. The charges in the K
tne Agreement shall be agreed upo

211 parties prior to commencenent
agreed upon in the accounting pro-

ng charges against the first oro-

1ling, completion and payout period.

ry nole or completin
4 $550,000.00, respecti

cr uq
|
ot
1
w
W

ulties render ITurther drilling of
o2ur oninion, prior to the time the
e Depth, then we shall have =z

of the Initial Test Wzll to
well, the "Substitute Test Well".
shall be drilled at a lawful loca-
the Cbjective Dapth, uncder the

';3 to earn the same 1nterest as herein prov*qad for the Inlt*al “ost Wéll

e e e e s B Wk 2 S 0 o 1

the Cwner's retained overrids may
be necessary, to earn the same interests 2s herein provided for the
Initial Test Well. '

9. In the event the Initial Test Well or Substitute Test Well, if
drilled, is completed as a dry hole, we shall earn nothing except tre
option for 90 days after the completicn of the last of these wells, to
start another test well, the "Option Well”. The Option Well, if drilled,
shall be drilled at a locatlion of our selesction, to the Objective Denth,
under the same terms, except recalculation of Owner's retained royalty,

_',\ -7 - W T

" 10. If production is nst cbitained by any of the uells nrov*ded Ior
herein, then the Agreement shall terminate and we shall earn none of

Owners'! interest in the Unit.

Uoon receipt of acceptance of our proposzal Trom the Cuners, we w*11 oro-
vare the Agreement which will also provide Tor the farmouts from each
Owner and forward it to all partles for thsir approval a2nd execution.

o
}coert E. Boling
R=3/ow
enclosures




i e 4h

A

MAILING LIST
LUCAS STORE UNIT

. PENNZOIL COMPANY

P. 0. Box 1828
Midland, Texas 79701l
Attn: Mr. Cecll B. Ellis

INEXCO OIL COMPANY

1100 Milam Building, Suite 1900
Houston, Texas 77002

Attn: Mr. Sam Reeves, Jr.

S. P. YATES

MARTIN YATES III

JOHN A. YALES

207 South 4th Street
Artesia, New Mexico 88210
Attn: Mr. Jack McCaw

HARVEY E. YATES COMPANY -
Suite 1000, Security Natlonal
Bank Building

Roswell, New Mexico 88201
Attn'- Mr. George Yates

TENN”CO OIL COMPANY
1200 Lincoln Tower Building
Denver,; Colorads 80203 .

- Atta: Mr. N. B. Venus

'M RALPH LOWE INC.

MARALO, INC.

TATIARA T ATITS
ALl LIV TR,

2200 West Loop South
Suite 130
Houston, Texas 77027
Attn: Mr. John R.

CONTIIIGNTAL Ui COurs
P. 0. Box 1431

Midland, Maxas 79702

Attn: Mr. Gary R. Bally

'c/b Mr. ngvo Boserup -

-

COWATCO OILS
SC0 !N. Richardssoin

Roswell, New Mexico 88201

MS . NANCY XTNG
PQ 0 . BOX 38b <
Artesia, New Mexico 88210

WAINOCO, INC. ‘ {
1100 Milam Bldg., Suite 500 y
Houston, Texas 77002

SUPRON ENERGY CORDO?A”IPV

8350 North Central Expressway
Suite 1700

Dallas, Texas 752C6

Attn: Mr. Frank Lawson

AZTEC OIL & GAS CO.

¢/o Southland Royalty Company
1100 Wall Towers West
Midland, Texas 79701
ttn: Mr. George Mauzy

HANSON OIL CO.

BOX 1515 :

Roswell, New Mexico 88201
tn' Mr. Reacan S Sweet

zs\;.: -

MS_ JUN“ JOHNSON

- T ke
‘-V‘t? VULAUL&&J J»C‘--L‘\ RE Tt B - Do N

18th Floor ST R o
Los Angeles, California 90067 |

ITADAT T U amtr
[P SYLVER )AL SIS U &

Box 316
Artesia, MNew Mexico 88210




MAILING LIST

L.UCAS STORE INIT

AMOCO PRODUCTION COMPANY
BOX 3092

Houston, Texas 77001
At+n:s Mr. Joe Durkee

GULF OIL CORPORATION

BOX 1150

Midland, Texas 79701

Attn: Mr. Robert E. Griffith

KINCAID & WATSON DRILLING CO.
VAN LANNING

LYNN LANNING

Box 498

Artesia, New Mexico 88210

DURHAM DRILLING CO,
Drawer 273 :
Midland, Texas 79701
Attn: Mr. Lynn Durham

- DALEVCO, INC.
‘P. 0. Box 2227 . .
.Raswell, New Mexico 88201

"LONNIE KEMPER
‘PL. 0. Box 1105
tfﬁArtesia, New Mexico 88210

MS: JONELL R. GILMORE
-~ P,. 0. Box 217 T
- Artesia, New Mexico 88?10
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EXHIBIT "B"

LEASE OYNERSIITP AND INFORMATION IN THE LUCAS STORE UNIT, W/2 SECTION 14, ALL OF SECTIONS 15 & 22, E/2NW/l,

Sw/s/M Section 23 and

3/2 SECTION 24,

TO 10896 FEET BELOW THE SURFACE

e ——— A8 e S——— i 1 P )¢ 0 YN Sl S 43 ¢ty

Page 1
SW/WNE /L,

N/25W/ik,

T17S R28E, EDDY COUNTY, NEW NEXICO, CONTAINING 2070 >omﬁm DEPTII RIGUTS I'ROM wuoo ﬂﬁ:

TR. LAASE NO., OWNZIRS & GROSS  PFRCENT NET ACRRS  EXPIRATION FERCENT PRRCENT PRRCTNT RURNENS PRRCENT A
NO. DWSCRIPTION ACRRS  INTEREST EACH DATE - ROYALTY BURLTN REVRNUT PLUS REVIINUS -
(A1l T17S R28E) IN FACT OWNER . & BURDENS  PORNE DY INTRRTST  REVENUER INTIREST
LEASE  OWNER EACH IORNE BY INDIVIDUAT, TO FACH TNTEREST ON 100%
EACH LEASE LLT, OWNERS OWNERS OWNTR FOR CcOST
i .n. 1FASE TN _TRACT L TRACT BASIS_
N- @m.maxﬂwn_ : ;
Se~. Li: sw/lsw/i L., 00 H.B.P.
KINCAID & WATSON
DRILLING CO. 100.00000 10, 00000 12.50000 -0- 87.50000 100.00000 87.5C000
2. LC 068712 &
Sec. 1li: z:\: w4, Nw/lh 200,00 H.B.P. (1) S
’ IIAIISCN OIL CO. 75.00000  150.00000 18.75000  ~O- 56.25000 78, 00000
HAROLD KZIR3EY 25 .. 00000 50.,00000 5.25000 -0- 18.75000 7t., 00000
TR. NO. 2 'POTALS 200.00 100.00000 200 .00000 25 ,00000 -0~ 75.00000 100,0C000 s
3. ee. s B/284/4 80.00 mo.ooooo "
(UMLEASED _ L
. denﬁbﬁ ﬁmoyr>zvv {We have wop;mcanmzmmwd aywm tract be lncluded in the next KGS sale) , .
T 2-8617 o T
Sec, 15: N4, Nw/usv/b .
Sec. 23: m;\fzm\x 240,00  H.B.P. :
S. P, YATES 41,66667  100.00000 _ 7:29167 -C- 34.37500 £2.50000:
HARVEY F. ZATES CO. 41,66667  100.00000 T .29167 -Ci- 34 .37500 82.5000C
MARTIN YATIES III 8.33333 20. 00000 :1.45833 ~0- 6.87500 82 ,50000
JOHN A, YATES : 8.33333 20.00000 1.45833 ()= 5.87500 82.50000
TR. NO. 4 TOTALS 20,0000, o000 240, 00000 T ucccc 0= a5 uooodt‘qdd 03000
{
. i
!
. "\

TS AT PR L™ R DAV TSR
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TTh AN
nx:HmHe B". e : ¥  Fage 2
bnw~r owzmxm:Hm AND HZﬂowzpeHoz IN THE LUCAS STORE UNIT, s\_m mnoaHoz 1, ALL OF mnaeHozm 15 & 22, &/28W/4, Su/UNn/U,  n/28u/h,
SWAISH/L Sccetlon 23 and 9/2 SECTION 24, T17S R20E, EDDY ooczemh NIEW zrxuoo, ogze>H4Hzn 2070 >o:rcb DEPTH RIGHTS FROM 3500 IEET
— . eo_.._.o.%a. JFEET BELOW THE SURFACE - .
TR. LLAST NO., OUNERS & ORCSS  PRRCENT NET ACRTS _mmem>aHoz PERCENT - . ;PERCENT PERCENT BURNENS " PERCENT
NO, - DLSCRIPTICM ACETS  INTELREST EACH DATE . ROYALTY  BURDEN REVENUE PLUS REVENUE
(A1l T178 R28E) IN TACH OWNER & BURDENS :BORNE BY INTEREST  REVENUR INTEREST
LEASE  OQUNER EACH BORNY DY INDIVIDUAL TO FACH  INTERES ON 1CO%
EACH LEASE ALL, CWNERS OWNERS OWNER FOR COST
e __LTASE __ S _ IN_TRACT e TRACT RASIS
. A, B-196¢ .
N’ Sec. 15: 8/28wW/l 80.00 H.B.P,
b, B-21.78 .
Sce. 15: NR/USW/L 46,00 H.B.P. _
PENNZCYIL CO. 5L G870 65.62500 10.93750 -0- I3, <Looo 80.,00000
VIAINCCO, INC, 32.810 39.37500 6.55250 ~0- 26G.,25000 80.,00000
JUNIY JOINSON 1.2.50000 1%5.00000 2.53000 -0~ 10. 00000 80.00000
: TR, NO. 5 TOTALS 120,00 100.,00000  120.00000 20,0000 ~0- 80.00000 100,00000
G. N1 012 896
Szc, 15: NE/A 160,00 H.B.P,
Supron Energy ‘ :
Corporation 30.00000 18 . 00000 3.75000 -0- 20625000 87.5C000
AZTEC OIL & GAS CO. 20,00000 32.00000 2.50000 -0- 17.50000 87.3C000
PENNZOIL CO. 27.343 13.,75000 3.41797 -0- 23.92578 87.50000 .
g WAINOCO, INC. 16.40625 26.25000 2.05078 -0 . 35507 87.5C000
JUNIL JOIINSOM 6.25000 10,00000 78125 ~0- 5.16875 87.50000
TR. NC., 5 TOTALS 160,00 100.00000  160.00000 12,50000(2) -0- 87.50000 100.000C0
7.  NM 080268
. Sec, 15: SE/U 160,00 H.B.P. _
KINCAID & WATSON amethm co, 26 .66666 h2,66666 3.33334 -0- 23.33332 87.50000
TURIIAM DRILLING CO. | 16,66667 26,66667 - 2,08333 ~0- 14,58330 87.50000
DALEVCO OILS 16.66667 26.66667 2,08333 =0 14,5833/ 87 .50000
COWATCO 5.00000 8,00000 __..ammoo_ -0- I ,37500 87.50000
JONELL R, GILVORE 7.50000 12.,00000 .03750 w0 m 6250 p L0000
NANCY KTG 2,50000 :.ooooo muvao -0 Aw\:o i ynooo
LONNI? KIMDER 15, 00000 . 00000 7500 ~0-~ dw 124500 w HGO00
VN H\>zzn~ze ), 00000 . 00000 .mnaoo  mQw .3 1500 3\ 0000
v LYNN LANNTLNQ 5, 00000 8, 00000 , G250 -0~ v N300 . .. 8750000
] TR, NO. T 'IMMDALS 160,00 100, 00000 yac.ecoco H;.ccooo FIERE 7 L0000 100, B0

» SV




EXIIBIT. "B" _.:M R m m.wa Page 3
LEASE CWNERSIIP AND INFORMATION IN THE LUCAS STORE CZHeb,f¢>,mnoaHoz P: Prb OF; mnoeqozn 15 & 22, T/2M0/L, SW/UNE/,, Z\mms\_ i
Sw/hsu/l Seesion 23 and $/2 SECTION 24, T17S R28E, EDDY aoczex. NEW. z‘xHOU ooze>Hszc 2070 ACRES, DEPTH RIGHTS. I'ROM 3500 .FEET
TO 10896 FEET BELOW THE SURFACE | :

- ————— g L e mme . s - P R N R T

q.g. _‘_h\,mﬂ NO., OWHNERS & aROSS PVRCENT =~ NIET ACRES menmb.aHoz.,..;umwomz& : .ﬁﬁ.wﬁmomze - PERCYVNT BURPENS PRIGENT

PR s 1gia Emate harr 01 R i Gntigs s Gmanen e SR o i) o g kel .

NO. LLCRIPTION ACIES INTEREST EACH . DATE - i ROYAT'Y 7 w2 BURDEN RTVIENTIE PLLUS REVINULD
A>;w 117S R28E) IN BACI OWNER & BURDENS - BORNE BY INTEREST - REVENUE  INTEREST
LEAST  OWNER EACH : RORNE BY i INDIVIDUAL 1O RACH INTEREST = ON LO0%
EACH LEASE " ALJ, OWNERS ' O/NERS OWNER - I'OR . cosT
i __LEASE , _ IN TRACT. o . TmACT. RBASLS
8. E-135 . ,
~ moo. 22 SE/4SU/4 40,00 _H.B.P. |
TENMNECO OIL CO. 50, 00000 20.00000 6.25000 -0~ h3, N 000 87.50000
CONTINENTAL OIL (0. 50.00000 20.00000 6.25000 -0~ 13.,75000 87.50000
TR. NO, § TOT/.L 10,00 1C0D.00000 10,00000 12.50000 -0~ 87.50000  10C.00000 o
g, a. Iz1969 | |
: Scc. 22: NE/UNW/L 410.00 H.B.P. : -0~
b, B-1111 o : ”
Sec. 22: NW/UWE/L 10.00 ~ H.B.P. 25, 00000 ~0- 75, 00000 75.,000007 .
GULF OIL CORPORATION 60.00 100.00000 80.00000 25.00000 (3) -O- 75.C0000  100.00000- -
2029 N
10. Sce. 22: SE/MSE/L ho.00 H.B.P, .
QULT OIL ooxmomchoz 100.00000 40, 00000 15.50000 (4) -o- 84,50000  100,00000 84,%0000
3t a. E-1111 _ . y _ . _ Lo
Sec. 22: SW/l3u/l. 40,00 . ‘ H.B.P. : . , J
b. E-1969 _ o _
Sec. 22: Sw/Lwni/l 40.00 H.B.P. 4
AMOC:O PRODUCTION CO. : , 75.00000 60.C0000 - _ 19.87500.  9:37500 (G) 55.12500 73.50000
CONTINENTAL OIL (0. 25,00000 20.60000 : 6.62500 '35.12500 . 18.37500 73.50000

TR, NC, 11 TOTAL “80.00 100.00000 . 80.00000 S 26.50000(5) 73.50000  100,00000
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LEASE OVWNERSNIP

T0 10896 FLET DELOW THE SURFACE

o mm—— . o4 .

AND INFORMATION IN
SWAISu/) Seation 23 and 8/2 SECTION 24, T178 R28L,

Seme mae msaran e

THE LUCAS STOREL

CEXHIBRIT "pt o

UNIT, w72 SECTION 1l, ALL or sp
EDDY COUNTY, NEW MEXICO,

CTICNS ‘15 & 22,
'CONTAINING 2070 ACRES,

Page 4,

/WM, SM/NE/N, N /28w
DEPTIH RIGITS FROM 3500 DEhp

TR, LEASE NO., OWNERS & GROSS  PRRCENT NET ACRES = EXPIRATION ‘; PERCENT PTRCENT PERCTENT BURNENS PRRCENT
NO. DESCRIPTINN ACRES  INTEREST EACH . DATE & ROYALTY BURDEN RTVENUR PLUS . REVENUR
_ (A1l 7178 R28E) _ IN EACH OWNER & BURDENS  PBORNE BY INTEREST  REVENUE INTEREST
. LEASE  OWNER EACH - BORNE BY INDIVIDUAL TO TACH JNTEREST  ON 100%
EACH LEASE AL, OUNERS OWVERS OWNTR I'OR COST
e e e __LFASE UARNCT o _TRACT BASIS
12. a, B-1111 .
w Sec. 22: SE,/UNW/U
NE/INE /1 80.00 H.B.P.
o2 L 80.00 H.B.P .

. : 28SE/L 0. B.P. :
wmmaomwxowmmemr co. 75.00C00 120.,00000 19.87500 ~0- 55.12500 73.50000
CONTINENTAL OIL CO. 25.00000  10.00000 6.62500 _ -0- 1.8.37500 73.50000

TR, 0. 12 TOTALS 160,00 "100.00000 160.00000 26.50000 (7)-0- 73.50000 100, 00000

13. a. B-1959 : 3
Sec. 22: SW/4SE/4 40.00 H.B.P. ‘
2 L ! H.B.P

cc. 22: Nw/hsu/b 10.00 1.B.P. | ,
wmmoo wxovcoeHom co. 50.00000  40,00000 12.,50000 6.25000(6) 37.50000 75.00000
CONTINENTAL OIL CO. 50,0000  40.00000 12,50000 6,25000 37.50000 75.00000
: TR. NO. 13 TOTALS 80.00 100.00000  80.00000 25.00000 (8) 75.00000  100.00000 :
( )

4. a, B-1959 .

. Sec, 22: NW/LNw/4 o
NE/L4SW /U 80.00 "H.B.P.

Sec— e ) 80.00 H.B.P

Sec. 22t S/2NE/4 0. .B.P. A : )

_>mOoo mmoumueHmw co. 50,00000 80,00000 12.50000 -0- 37.50000 75.00000
CONTINENTAL 0IL CO. : 50, 00000 80.00000 12.50000 ~0- 37.50000 75 .00000

TR, NO., 1} TOTALS 160,00 100,00000  160.00000 25.00000 {9} -0- /5. 00000 Hoo>oonoo

N O OIO

. Sec. 23: Sw/hsw/ 10,00 .B.P, o | o

. TENNECO 0IL CO. 1.00, 00000 21,87500 Q) TEARG00 0 100,00000 78, 1onon

h0,00000 _




TR,
NO.

(.

16.

17.

18.

PYRCINT

EX/1IBIT "B"
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LEASE OWN:IRSHIP AND INFORMATION IN TIE LUCAS STORE UNIT, /s SECTION 14, ALL OF. SECTIONS 15 & 22, E/2NW/U, SW/INE/I, . N/2SW/i,
 SW/MSU/l Seetlon 23 and S/2 SECTION 2, TL7S R28E, EDDY COUNTY, MEW MEXICO, CONTAINING 2070 ACRES, DEPTI RIGHTS PROM 3500 FELT
TO 10896 IEET BELOW TIE SURFACE . , .

- s a—r— ke se

Page 5.

-

PEICENT ©

LEASE NO,, OUNERS & OROSS NET ACRI'S  EXPIRATION PLRCENT PRRCENT PLERCTENT BURDENS
DIESCRIP,TON ACIRRS  INTEREST TFACH DATE ROYALTY BURDEN REVENUT PLUS REVENUE
(A1l T17$ R201) IN FACH OWNIR & DURNDENS  PORNIE BY . INTRERFST  REVENUR INTEREST
LEAST  OVNER EACH DORNE DY TNDIVIDUAT, 70 TACIH TNTEREST O 100%
FACIH LEASE ALY, OWNERS OWNERS OWNTR FOR COS&T
e e e e et e - o LEASE _ - I _IRACTK e e e e ABRACT L BASTS
1,-2762 ‘
Sec. 23: MW/5u/N 110,00 _ I-15-79 ,
PENNZOII. COMPANY 50.00000  20.00C00 . 6.,23000 3,56250 10.187%50 80.37500
INEXCO CIL CC. 50,00000  20.00C00 6.25000 -0~ 13.75000 87.50000
TR, »C. 16 TOTALS 40.00 100,00000  40,00C00 12.50000 3,56250 £3.92750  100.00000
NM 0151¢
Sec. 23: L/2mw/U,
NE/!-sv /1 120.00 H.B.P. .
PENNZOIL COMPANY 50,00000  $60.00000 “ 6.25000 3,56250 H0.18750 f0.,37500
INEXCO GIL CC. 50,0000 60,00000 6.25000 “)m 13,75000 87.5C000
TR. NO.17 TOTALS 120.00 100,00000 120.00000 12,50000 3.56250 83.93750  100.00000 _
B-6251 (10)
Scc. 2i4: SE/‘} 160,00 : H.B.P." : .
PENNZOIL CCMPANY 50,00000 . 80.00000 12.50000 %. 20000 36.50000 73.00000
INEXCO CIL COMPANY 42,18750 67.50000 10,4688 31.64062 75.00000
. RALPE LOWZ, INC,. 1.56250 2,50000 .39062 1.17188 75.00000
ERMA LOWE .78125 1.25000 19531 58594 75.00000
MARALO, INC, .78125 1.25000 .19531 58594 75.00000
TENNECO OIL COMPANY .78120 1.25000 ,19531 .58539 75.00000
CONTINENTAL OIL CO. 18130 1.25000 .19532 58708 71, 00000
‘TR, N¥C, 13 TOTALS 160,00 cmtaMucw "1H0 (00000 ez 1l87h L.05025 96, 87500
11

AR 5 ar R e
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LEASE QWNERSIIF AND
SWAISY/4 Scebtlon 23
TO 10896 FELT BELOW TIE SURFACE

oy

PTRCENT

EXHIBIT "B"

ey st an o e v e

NET ACRES

INFORMATION IN THE LUCAS S8TORE UNIT,W/2 " SECTION 1, >bUAOW SECTIONS 15 & 22,
and $/7 SECTION 24, TL7S R28E, EDDY COUNTY

mm Ale s ssmemsimmeni e enrin ws - o

=280/, Su/URE/N,
» NEW VEXICO, CONTAINING 2070 ACRES, DEPTH RIGHTS FROM 350C FLLT

Page 6

M/esv/N

EXPIRATICN PERCENT .

PT.RCENT

— -

PRRCENT

LEASE NO., OUNERS & QROSS PERCTNT BURNENS
DRSCRIPTION ACRWS  INTERLST EACH DATE ROYALTY BURDIEN RIVTNUL PLUS REVENUE
(A1l °17S RR8E) IN EACH OWNER . & BURDENS  BORNE 3Y INTERFST  REVENUR INTEREST
LEASY  OVUNER EACH DORNE BY INDIVIDUAL TO LACH TNTEREST Ol 100%
EACH LEASE ALT, OVYNERS OVNERS OYNER FOR COST
e e e e - LEASE _ IN TRACT _ e e RACT _ DRASIS
B-5862 {10)
Sec. zli: NE/LSu/h ho.00 J1.B,P.
PIENNZOIL CCMPANY 50,00000 20,00000 12.10937 1.00000 36.89063 73./8125
INEXCC OIL COMPANY h2.,18750 16.87500 10.21729 : 31.97021 75,8125
M. RALPH ICOVWE, INC. 1.56250 62500 37841 1.18/109 75.78125
ERMA LOWE 78125 .31250 .18921 .BA20N 75.78125
MARALC, INC. .78125 .31250 .18921 L5920 75.78125
TINNECO 0TI, COMPANY .78120 .31250 .18921 .59199 75.7812%
CONTINENTAL OIL COMPANY .78130 .31250 : .18921 .59209 75.78125
TR. NO. 19 TOTALS 40.00 96,8750 . 38.75000 23.,46191°  1.00000 72141309 96.87500
(11.)
L-2762 (10)
Sec. 24: Z,E\PMZ\:. 40,00 PIHW...NW
PENNZOIL COMPANY 50.00C00 20,00000 6.25000 4,58000 39.17000 78.34000
INEXCO OIL COMPANY 42,18750 16.87500 5.27344 . 36.91406 87.50000
M. RALPH LOWE, INC. 1.56250 62500 .19531 1.36719 .87.50000
ERMA LOVE . .78125 .31250 09765 .68360 87.50000
MARALD, INC. .78125 .31250 . 09765 ,68360 87.50000
TENNECO OIL COMPANY .78120 .31250 .09766 68354 87.50000
CONTINENTAL OIL COMPANY .78130 .31250 09766 68364 87.50000
TR. NO. 2¢ TOTALS 40.00 96,87500 38,75000 i2.10937 °  1.58000 B80,18563 96.87500
(11) . g D

I
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EXIIBIT "B
. _ . Page 7.
wmwmm:wwﬁmmmem AND Hznomw>eHoz IN e:w LUCAS memwm UNIT, ®/2 SECTION L4, ALL OF SECTIONS 15 & 22, L/2Nu/l, SW/WNE/M, N/25u/t,
| Sechilon 23 and S/2 SECTION 2/l, T17S R28E, EDDY COJNTY, NEW MIXICO CONTAINING 2070 ACRES DEPTH RIGUDS T ) PEID
T0 10896 I DELOW TIE SURFACE g ’ / : RIOUDS FROM 3500 FE?

= vty gy o . L . . . B . e ey e e —
- . - PP T e -~ R L L ratia-

TR. LEASH NO., OUWMNERS & OROSS  PRRCENT NET ACRRS  EXPIRATION ,mamamze PERCENT PERCTENT BURNENS an:emze_
1o cﬂc\szeHo: ACRIES  INTEREST EACH . DATE TOYALTY ~  BURDEN RILVEINUT, PLUS REVINU
. (ALL TL7S R281) IN 1ACH OWNER : 3 DURDENS  DORNE DY INTERTST  REVENUR INTLREST
LEAST  OWNER EACH SORNE DY INDIVIDUAT, 70 TACH INTEREST O 1000
BACH LEASE ALT: OUNERS OWNERS OWNTVR FOR 2081
e e e o LEADE — — AL _TRACT o o e e e IBRACTE S BASIS
T E-9i3 {10) |
S~ Sec. 2U: 8/28u/L 80.00 . H.B.P.
PENNZOIL CONMPANY 50.00000 ho,00000 5.25000 4,58000 39.17000 73,38000
INEXCO OIL COMPANY 42,18750  33,75000 | T 5.27304 36.91106 87.5C00)
M. RALPH LOWE, INC. 1.56250 1.25000 .19531 1.36G719 87.5C000 .
ERMA LOWR 78105 .G2500 09765 - 68260 _ 87.5C00)
MARALO, INC, .78125 .62500 .09765 .68360 87.5C00)"
TENNECO OIL COMIANY .78120 62500 .09766 L6835 87.5C00)
CONTINENTAL OXL COMPANY .78130 62500 .09766 ‘ .6836GH mﬁ.maoo;_
~TR. NO. 21 TOTALS 80.00 96.87500 77 .50000 _ 12.10937 L.58000 - 80.18%63  0R.87500 .
(11) :
Unit Sub-Total 2160.00
Less unlezsed 80.00
Unit Total - 2080,00 2070.00000

- e e ——

O ———— s ma et T S e 5

(1) The lease also covers the NW/L of Section LU, The lease has two shallow wells on.lt. It is subjJect to the onH029sm\ | :
override on oll when the average dally production per well on a monthly bzsis is O - 15 BOPD, 3% of 8/8ths, 15-50 BOPD, 5% om\m\.wxe
and over 50 BOPD, 12 1/2% of 8/8ths., The override on gas 1s 5% of 8/8ths when the. .production is from above 3000 fzaect and 12 1,2%
8/3tha when productlioa 1s from below 3000 feet. A 12 1/2% of 8/8ths override was assumed for this schedule.

va Schedule "B" Gov. Royalty. Rate assumed ©to be 12.5% for this schedule.

(3) NE/4Nu/ & MuU/UNE/U Sec. 22 18 subject to the remalnder of a production payment in the oripglnal amount of $4,000.00 pavanle
out of 12 1/2% of 8/8ths. These lands are also subject to a production payment in the amount of am 000,00 ﬁp%;sﬂo out of 3% of

m\unwo which becomes effective when the $4,000.00 production payment 1s retired,

e BB ar e AP R K e e

{4 This euyqe uu c:s;aqe to a vdog:a¢»o= payment in the amount of $1.2, oho 00 payable sse of 3% of m\néja

o R B . . . . o

L
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EXHIBIT "B"
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() These landa arc 3:3_01# to the remainder of a production vpzaoSv in the origlnal amount of $516, 000. 00 n:<:c~o out o
12 1/2% of 8/8ths plus an overriding royalty equal to 2% of the net revenue lnterest. Under present conditions the overr:.de

Hu Hcm“u-

(6) These lands mam subject to a productlon payment in the amount of $23%,000,00 payable out of 12 1/2% of 8/8ths which
beeomes cffecctive when the production payment desceribed under Note No. 5 »nayn offl.

(7) These lands are subject to a production payment in the amount cf $250,000.00 payaole out of 12.5% of 8/8ths plus an
ermwwHa@ egual to 2% of the net revenue interest. Under present conditions the overr.de is 1.5%.

(8) Taese lands are subJect to a:o productlon payment described in Ncte No. 5. They are not subiect
in Notiz N2, 5.

to the override described

(9) Taiese lands are subJect to the productlon payment deacribed in Note No. 7. They are not subjeet to the overrlde deseribded

in Note No, 7.

(10} Depth rights ffrom 2300 feet to 10896 feet subject to worklng interest usit under tcerms of operating apreement dated

Movember 9, 1970 as amended by agrecment dated February 8, 1971, Pennzoll Company, Operator.

(11) Exxon's 3.125% interest, total of 10 acres, under $/2 Sectlon 2k 1¢ not subJect to the unit. Total acres subject to

Unit 1s 2070.

N
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. EXUIBIT "B-1" PAge L.

CALCULATION OF PERZENT OWNERSHIP AND BENEFICIAL INTEREST IN THE LUCAS STORE UNIT, W/2 SECTION 14, ALL OF SECTIONS 15 and 22,
=/2NW/L, $vi/WNE/L, N/2sw/l, Sw/i8W/4 SECTION 24 and S/2 Section 24, T173 R28E, EDDY COUNTY, NEW MEXICO, CONTAINING 2070 ACRES.

CWNERS TRACT NET PERCENT FERCENT BENEFICIAIL  PERCENT
NO., ACRES OWNER- HOYALTY ACRES BENEFICIAL
EACH SHIP IN FLUS EACH INTEREST
"OWNER UNIT ZURDEN OWNER IN UNIT
CN 100%
CWNER-
SHIP
| 1ASIS .
PENNZOIL CO. 5 a&d 65.62500 20.00000 52.50000 L
6 ™ 143.75000 1250000 38.28:.25 |
16 20. 00000 19.62500 16.07500
17 60.00000 19.62500 18 .,22500
18 80.00000 27 .,00000 58.,40000
19 20,00C00 26,21875 1U4,75625
20 20,00¢00 M 21.,66000 1.5.66E00
21 %0, 00000 21.66000 31.33¢00
PENNZCI. TCTAL 349,37500 . 10.87c02 : 275.24150 IGT7THIZY
(- ANOCO PRCDICTION CO, 11 60.,00C00 26 .,50000 4 ,10000
12 120, 00000 26 ,50000 88.2000Q
13 40,00C00 225, 00000 30.00000"
14 80,00000 C 25.00000 60.00000 R
AMOCO TOTAL 300, 00000 14,49275 222.30000 13.52118
. e
o e aniiin — i s 1




g ot e maty

e DXNIDIT "Dl - Page 2.

*

.a.w;c>bocv>eHoz OF PIRCENT OVWNERSHIF AND BENEFICIAL INTEREST IN THE LUCAS STORE UNIT, W/2 SECTION 14, ALL OF SECTIONS 15 anc 22,
/2NN, SU/AINE/a, N/2sw/Y, sw/lisu/l SECTION 2/ and S/2 Seetlon 24, TL7S R28BE, LDDY COUNTY, NEW MREXICO, CONTAINING 2070 ACRES .

OWNERS TRACT ~ NET PERCENT PERCENT = DENEFICIAL  PERGENT
, - NO, ACRES OWNER- ROYALTY - ACRES DENEFLCIAL
BACH “SUIP IN PLUS TACT INITREST

OWNER UNIT BURDIEN OWNER IN UNIT
: ON 100%
OWNER-
SNIP
BASIS o
'  GULF OXL CORPOFAT..ON _
9a&b  80.00000 25.,00000 G0O. 00000
_ 10 1.0,00000 . 15.,50000 33.80000
QULF TOTAL 120.00000 5.79710 _ 93,30000 570520
INEXCO OII CO. 16 20,00000 12.50000 17.50000
17 60,00000 12.50000 52.50000
18 67 .50000 25,00000 50,62500
19 16.87500 2l , 21875 12.78808 )
20 16.87500 12.50000 . 76563
21 _33.75000 _ _ 12.50000 _29.531.25
INEY.CO TOTAL 215,00000 10.38617 17770990 1.0.50003
~ CONTINENTAL OIL CC. 8 . 20.00000 12,50000 17.50C00
o : 11 20,00000 26 ,50000 14.70C00
12 40,00000 26 .50000 29.10C00
13 40, 00000 25, 00000 30.00C00
14 80.00000 25, 00000 60.00C00
18 1.25000 25, 00000 .93750
19 .31250 2L, 21875 .23682
20 .31250 12,50000 27343
21 .62500 . 12.50000 54638
202.50000 9.78261" 153.59453

CONTINENTAL TOTAL

9.34224

T B A%




CALCULATION OF FERCENT OVWNERSHIP AND BENEFICIAL Hzenmmme IN THE LUCAY ™
E/2Nw/h, Sw/MNE/h, zxmus<s‘ Sw/i8v/it SECTION 24 and 8/2 Sectlon 24, upwp R28E, EDDY COUNTY, NEW MEXICO, oozepHZHzo moﬂo >ormv,‘

EXMIBIT "B-1" Page 3.

ﬂ.omn cz.du i\m SECTION 14, ALL OF mmoﬁHoz u.m m:._g m

LIRS

OVNERS TRACT NI PERCENT P.IRCENT ,mnzraHoHpb PERCENT : ._“._q
NO., ACRES OWNER=~ FOYALTY  ACRIS BINEFICIAL Lo
FEACH “SHIP IN FLUS EACH IMITREST : :
OWNER UNIT E!JRDEN - OWNLR I UNIT
CN 1.00%
CVINER-
SHIP
EASIS _
S. P. YAT3S M 100.00000 - 1750000 82.50000 - S
S. P. YATES TOTAL 100, 00000 1.83082 . 82.50000 5. og\am
HARVEY E. YATES CO. I 100.00020 17.50000 82.50000
HARVEY E. YATES TOTAL 100.00000 4,830¢2 82.50000 5.01798
KINCAID & WATSON DRILLING CO. 1 40, 00000 25.00000 30.00000
7 2 .666156 12.,50000 37.33333 .
82.66656 3.99356 67.33333 NS
WAINOCD, INC. 5 a&b 39.,37500 20,00000 31.50000
6 26.25000 12.50000 22.96875
WAINOCD TOTAL 65.62500 3.170z29 54, L6875 3.31301
TENNECO OIL CO, 8 20,00000 12.50000 17.50000
15 40,00000 21.87500 31.25000 ﬂ
18 1.25000 25,00000 .93750
19 .31250 24,21875 . 23682
20 .31250 12.50000 27343
21 .625900 12.50000 . 54688
TENNECO OIL TOTAL 62.50000 3.01932° 50. 74463 3.08619
Supron Erergy Corp. 6 48.00000 12.50000 42.20000
Supror. Total 48,00000 2.31884" 42, 20000 565161

- LAY SR b R R
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EX1HInIT "n-1" Page 1,
CALCULATION OI' I'ERCENT OWNERSHIP AND BENEFICIAL INTEREST IN THE LUCAS STORE UNIT; w,/2 SECTION 14, ALL OF SEUTIONS 15 and 22,
E/2nv/4, SU/WEM, N/28u/h, svi/lsv/4 SECTION 24 and §/2 Scctlon 24, T178 R26EL, EDLY COLNTY, NEW MPXICO, CONTAINING 2070 ACRES.
OWNERS TRACT  NET ~ PERCENT PERCENT BENEFICIAL  PRRORNT BRI
NO. ACRES OWNER- ROYALTY ACRES BENERICTIAL | o
RACH - S1IP IN PLUS CBASH INITRT
OWNER ~ UNIT BURDEN OVNIR IN UNIT
ON 1.00%
ONER-
SHUTP
. BASIS .
[~ ' AZTEC OIL & CAS CO, 6 32.00000 - - - 12.50000 28. 20000 _
AZTEC TOTLL 32,00000 1.54589 28. 250000 L.72307
HANSON OIL CC. 2 150.00000 25 ,00000 112.50000
HANSON TOTAL T50. 00000 LIRS T112.50000 0.0TR2T70
DURIIAM DRILLING CO, 7 26.66667 £2.50000 23.33333 _
DURHAM TOTAL 26,66667 1.20025 - 23.33333 1.41.923
DALEVCO, INC. T. 26.66667 ».2.,50000 23.733333
DALEVCC TCTAL 26.66667 1.28825" 23.33333 1.%41923
JUNE JOIINSON 5a&b  15.00000 £20.,00000 12.00000
6 10.00000 2.7.50000 8.25000 )
- JOHNSON TCTAL 25,00000 1.20773. g 20.25000 1.23169
LONNIE KENPEF. 7 24 ,00000 2.2,50000 21.00000
KEMPER TOTAL | 24, 00000 1.15942 21.00000 1.27730
MARTIN YATES III -y 20.00000 17.50000 16.50000 .
MARTIN YATES TCTAL 20.,00000 .96618 _ 16.%0000, 1.00360
JOHN A, YATES n 20.00000 ] 17.50000 16.50000
JOHN A, YATES TOTAL 20,00000 .96618 16.50000 1.30360
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CALCULATION OF PERCENT OWNERSHIP AND BENEFICIAL INTEREST IN THE LUGAS STORE UNIT)!W/2 SECTION 1, ALL OF SICTIONS. 15 and 22,0
E/2Nv /4, SW/OWNE/4, N/2SW/b, 3v/Lbsv/4 SECTION 24 and 8/2 Section 24, T17S R28E, EDDY CCUNTY, NEW MEXICO, CONTAINING 2070.ACRES.:

' s
v e

PERCENT ST

OWNERS TRACT  NET PERCENT PERCENT BENZIFICIAL
NO. ACRTS OWNER- ' ROYALTY . Acnizs BENEFICIAL S
EACH ' SHIP IN PLUS EACH INTEREST CLe
OWNER UNIT BURDEN OWNIER IN UNIT AR
ON 100% .
OWNER-
SHIP
_ DASIS R
JONELL R. GILMORE T 1200000 = v e 12050000+ _10L50000  r o el L LN
GILMOFE TOTAL 12,00000 57971 10.50000 .63865 S
HARCLD KLRSEY 2 50..00000 . 25.00000 __".50000
KERSEY TOT/L 50, 00000 2.41546 ".50000 2.28090
VAN LANNING 7 8.00000 12.50000  __*".00000 .
VAN LANNING TOTAL 8.00000 36647 ”,00000 42576 Y
LYNN LANNING 7 8.00000 12,50000  __ '7.00000
LANNING TOTAL 8.00000 ,38647 7,00000 12576 .
CovnpCC 8 8.00000 12.50000  __'7,00000 .
COWNTCO TOTAL 8.00000 . 308647 7,00000 2576
M., RALFH LOWE, INC. 18 2.50000 ' 25,00000 1.87500
19 .62500 24 ,21875 47363
20 .62500 12.50000 5688
21 1.25000 12,50000 © _ 1.09375
M. FALPH LCWE TOTAL 5.00000 .24156 3.98926 2heth
ERMA LCWE 18 1.25000 25, 00000 93750
19 .31250 24,21875 .23682
20 .31250 ©12,50000 27343
21, .62500 12.50000 __.Bhe8s
FRNMA LOWE TOTAL 2.50000 12077 . 99NG3 10132




EXUIBIT "B-1" Prge 6.
CALCULATION OF PERCENT OWMERSHIP AND BENEFICIAL INTEREST IN THE LUCAS STORE UNIT,  w/e SLCTION 14, ALL OF SECTIONS 15 anc 22,
T/2NW/0, 3u/iNE/l, N/2Sw/h, Su/i8W/ SECTION 24 and §/2 Sectlon 24, T17S R28E, EDDY COUMTY, NEW MREXICO, CONTAINING 2070 ACRES.
OWNERS TRACT  NET PERCENT PERCENT BENETICIAL  PERGENT
NO, ACRES OWNER- ROYALTY ACRE.3 BENEFICIAL
EACH SHIP IN PLUS EACT INTEREST
OWNER UNIT BURDEN OWNER IN UNIT
ON 100%
OVINER-
SIIP
RASIS .
" MARALO, ING. . 18 1.25000 25, 00000 937750 S
19 .31250 2h,21875 . 23632
20 .31250 12.50000 .mﬁ__.&
21 .62500 12.50000 LBUGAS N
MARALO TOTAL 2.50000 12077 1.99453 .12132
NANCY KING 7 14, 00000 . 12.50000 3.50020
KING TOTAL /4. 00000 -, 19320 3, 50000 .21289
TOTAL STBJICT TO UNIT 2070.00000 100, 00000 1610,08798  100.00000
UMLEASED GOV, KGS LANDS 80.00000 |
. Exxon's 3.125% Int. under S/2 24 - 10,00000
..fl\ TOTAL IN UNIT OUTLINE 21.60.00000
At g e e Ay “ I—— L. | ”’
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EXIIDIT "p-2"

Fage 1

SHOVLRG TIPERRELS COMDRITUTED, PERCENTAGE SHARLE OF COSTS AND PRODUCLION FROM INITIAL wpugy WELL, UNTIL PAYOUD, PERCENTAGE SUARE O
COSTI AUD PRODUCTION KLt INLPIAT TEST WELL AMPER PAYOUT, AND ALL SUBSRQUENT WELLS AND OWNER'S RETAINED OVERRIDING ROYALTY DURING

THE PAYOUT PERYGL TN THE LUCAS STONE UNIT, T17S R28E, CONTAINING 2070 ACRES.

Contributions for
Mttlial Test Well

Inltial Test Well
Until Payout

Subsequent Wells and
Inltial Test Well

After Payout

Percent Ovners

Retained Overyidl:
Royalty Ur i1l Tay
of First I'rcducin

i

Coluun 1 Column 2 . Costs " . Production "Coats Productlon Well

Percent Percent -Column 3 mmwtssu: Colwimn 5 Column O Column 7

Owner- Beneficial Percent Percent Percent Percent

ship Intereat Costs Deneflclal Costs Deneftelal
_ . - Interest Interest (1)
PENNZOIL COMPANY Vv 16.87802  16.7h1129 -0~ ~0- 8.1390..0 8.3706U5 80306
AMOCO PRODUCTION CO. QLN g2y 13,5218 ~0- -~ 7.2163'75 6.760590 L6h859
GJULF 0IL CCRPORATION' w®5,79710 5.70529 -0- -0~ 2.898550 2.8520605 27368
INEXCO OIL CO. £ 10.38647  10.80903 -0~ -0- 5.193235 5,00l515 .51850 e
CONTINENTAI OIL €O, 17 9./8261 9.34234 -0~ - I, 891305 I,6'71120 a8l
3. P. YATES 1 1t ,83092 5.01798 ~0- -~ 2. 1415460 2.508990 L2U0T7L
HARVEY E, YATES CC, v ,83092 5.,01798 -0- ~0- 2. 115460 2.,508990 21071
K:INCAID & WATSON DRILLING CC: 3.990356 .  /,09518 -0- “(m 1.99G780 2.0l77h0 L1QGN6
WAINOCO, INC, ¢ 3,17029 3.31301 -0 -~ L.585145 1.656505 .15802
TENNECO OIL CO. w®3,01932 3.086M9 -0 () 1.509660 1.5032405 L 11806
SUPRON ENERGY
CORPORATION ¢ 2.318311 2.55461 -0~ - 1.159420 1.277305 L1225/

‘N AUTEC OIL & GAS 20, % 1.51589 1,70307 -0- ~0- JTR2005 851535 .08169

H/ANSCN OIL €0. v 7.2h633 6.81270 -0- “()m 3.623190 3.421350 328214
DURHAM DRILLING 0. v 1.,28825 1.11923 ~0- -0~ REULIR RS L70061L5 06808
DALEVCO, INZ, ¢ 1.28825 1.41923 -0- ~()= LG5 L709615 . 06808
JUNE JOHNSON § 1.20773 1.23169 -0- () 603855 615805 . 05908
LONNIE KEMPER (L.159h2 0 1.27730 -0- -0~ S5T970.0 .638650 .061.27
MARTIN YATES IIT ¢ JO6618 1.00360 -0~ ~Q- 183090 .501.800 Rolithed
JONN A, YATLS Y +96618 1.00360 -0~ ~Cim 483090 501800 LOLB1Y
JONELL R, GILMORE % 07971 .63865 .289855 .319325 ,03063




EXHIpIT "B-2"

Avmmo 2

SHOWLEG INTERESTS CONTRIBUTED, PERCENTAGE SHARE OF COSTS AND PRODUCTION FROM INITIAL TEST WELL, UNTIL PAYOUY, . PERCENTAGE SHARE OF

COSTS AND PRODUCTION FROM INTYTIAL TEST VELL AVTER PAYOUT, AND ALL SUBSEQUENT WELLS AMND OWNER!'S RETATMIES

THIT PAYOUT PERIOD IN THE LUCAS STORE UNIT, 7175 R28E, CONTAINING NOQObbwﬁm.

Contributions &OH,
Tnitlal Peat Uell

L R LTy

Initlal Test Well

Subsequent VWells and
Inltial Test Well

“Until Payout

ACter Payout

the W/2 of Scction 23 is 7.70312%.

beneficlal ownershilp as set out in column 2 hereof.

2 OVERRIDING ROYALTY DURING

Percent Owners

Ketatned Overridl:
Royalty Unbil Pay
of Tlrsl Producin,

The W/2 of Section 23 is designated the spacing unit to the Iritlal Test Well.
12.5% - 7.70312% = 4.,79688% to be divided among the swners

CUNTED Coliman 1 Column 2 Costs - Production Cogtsa Product ton Well
Perceent Percont Column 3 Column A Golumin & Coluim O Coluim 7
Owner- Reneflclal Percent Percent Percent Percent T
: ship Intereat Coats Beneficlal Coats Benefleial
- s S et e e . _ Interest Interest (1)
NAROLD KERSEY ﬁ\m.:pmsm 2.208090 -0~ ~C- 1.20773C 1.140h10 L10941
VAN LANNING ¢ «386h7 J2576 -0~ ~C~ .193235 . 21288 .02042
LYNN LANNING oo 3867 12576 -0~ “Qw .103235 212880 .0R012
COWNTCO OILS N RBGHT 256 -0- -0- .193235 .212860 L0R0N2
M. RALPII LOWE, INC. 156 .2h26h -0~ -C~ .120730 .121320 .0116H
ERMA LOWE L2077 .12132 -0~ -C~ , 060335 .06G06GO . 005382
MARALO, INC, 2077 .12132 -0~ -0~ .060335 .0606GCO 00332
NANCY KING N .19324 .2125¢ -0~ -0- 096620 L106M T .01021
OPERATOR -0~ -0- 100.00000 100.00000 50.000000 50.,0000C0 -0-
UNIT TOTALS 100.00000  100.00000 100.00000 ' 100,00000 100.000000 .00, 0000C0 . 70688
.(‘

The comnunitized overriding burden on
in accordance with their
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EXHIBIT "C"

TAX PARTNERSHI?

We telieve that a tax partnership is the best way to avoid undesiraile
tz2x consaquences which can result from IRS Ruling 77-176, dated May 9,
1977. VWe understand that a tax partnership has the following features:

1. It is a partnership for income tax purposes only.

2. A partner in a tax partnership can not bind any other partner
as 1s the case in a partnersnip or a limited pazrtnership.

3. Only the income from the property in the tax partnership is
involved. :

4, The operator of the n”onerty nust file a tax partnership tax
revurn each calander year for the vartnershin. This return is an in-
formation return in which the income is allocated to each tax partner
in accordance with his ownershiv. The allocated income is then taxable
¢ the individual owners as though the partne*snlp did not exist.

5. It is possible to elect To be in or out of a partnership each

. A tax partnership can be formed by a few changes in- the standérd
AAPL-010 operating agreementc.

o b vt e -
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AUTHORITY FOR EXPENDITURE
Yates Petroleun Corporation

: Estimated Cost to Drill, f“—ﬁ“ékﬁ(f'ﬁr"_ Lucas Store “JZ" State Con 21
Complete & Equip - 10800' O = Lb”_ ST AL$80 FNL, 860 FVL Sec. 23-175-28E
Morrow Test ﬂ‘(i)mbfﬁ?wﬂn; ~Red, Lake Area, Eddy Co., I
i ; N Dr;?Hole © Completion
¢ staking Permit & Legal Fees - CAsE ’\'U 6323 $ 1,000 | § 1,000
: . Location, Right-of-Way & Surface Daﬁbbﬁﬂ”‘ . 5:500 ' §$ 6,500
L Dr1111ng~ Moving in, Rigging Up § glpg Do"\'m WCG««S/‘ZS 000 ! § 25,000
40 days @ $3850 °“"9 N $154,000 $154,000
Bits, Reamers & Subs e - T3 207000- $ 20,000
tater, Mud & Additives, Pit Lining - $ 49000~ $ 50,300
Cermenting, Tools & Services, Temp. Surveys $ 10,500 $ 15,200
.Electric Logs & Perforating $ 21,600 $ 26,000
¥ad Logging Unit $ 6,300 $ 6,300
Drill Stem Testing $ 4,400 $ 4,400
Tool Rentals, Trucking & Uelding S 2.300 & 3,800
Supervision & Ovarhead - $ 4,000 $ 5,000
Completion Unit, 7 days @ $700 $ - $ 4,900
Stimulation § - $ 16,000
Coatingency $ 32,400 $ 36,800
TOTAL INTANGIBLES $336,000 $375,000
¥mas Tree $ 1,200 $ 13,600
Casing: 13 3/8" 48% J-55, 45' @ $17.98 $ 800 $ 800
8 5/8" 24% J-55, 2265' @ $9.05 $ 20,500 $ 20,500
5 1/2" 17# N-80, 10800 @ $8.37 $ - © % 90,400
Tubing: 2 3/8" 4.7# N-80, 10500' @ $2.47 $ - $ 25,900
Facker. & Special Equipment s - $ 2,600
Coatingency $ 1,500 $ 11,200
~ TOTAL TANGIBLES $ 24,000 $165.000
1 Tanks, Z-210 bLbi weldsd w/siair & walk, Fibrgls Tnk. $ - $ 9,200
i Feater-Separator & Flowlines, Valves & Ftgs. $ - $ 19,400
Trucking, Fences, Construction Costs, Misc. $ - : $ 6,400
TOTAL LEASE EQUIPMENT $ - $ 35,000
TOTAL TO DRILL, COMPLETE & EQUIP $3860,000 $575,000

approval of this AFE constitutes approval of the Opesrator's option to charge the
-joint account with tubular goods from Operator's warehouse stock at the rates
stated above, unless the Non-Operztor gives notification oa this form of his inteat
to furnish his proporationate share in kind.

TENNECO OIT, COMPANY 12.5% $45,000.00 $71.250.00

[
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OF’ CE FRONE 748.9336

HOME PHONK 746.9336

-

ROBERT E. BOLING
EXPLORATION CONSULTANT

202 AMERICAN HOME BUILDING

ARTESIA, NEW MEXICO - 88210

October 21, 1977

TO: WORKING INTEREST O'WMNERS IMN THE
PROPOSED LUCAS STGCRE UNIT, EDDY
COUNTY, NEW MEXICO
(See attached mailing list)
Proposed lLucas Store Unit
v/2 Section 14, all of
Sections 15 and 22, E/2NW/4,
SW/LNE/Y, MN/28vi/Y, SW/LSH/4
Section 223 and S/? Section 24,
T17S R28E, Eddy County,
New Mexico, containing 2070
acres, more or less. (See
Exhibit "A")
" Gentlemen:

Reference is made to our le of Nay 6, 1977 in which we propossed a

"unit in the captioned area ightly different sutline, As
you probably all know ‘the IR ing came out on M2y 9, 1977.

mest of the major owners had de-

A Xxes that could e assessed under
the terms of the ruling on armout dezals such as we had proposed. Ve
now believe -that the best fhing to do is form a tax partnership to cover
‘the time the interests are veing earnsd. For those who may not be famil-
lar with a tax partnershnin, we have prena“ed an outline of what we think'
the most important featurss arc. Thls ¢

- to this farmout request.

Néafly\all of the owners responded to our I i advised that
they would either farmout as requeste v ine their

LN

n a2dvised that
You will note that the
'L *nﬂ1ud°

3

share of the cost. Exxon was the lar
they would not join any unit with H.
present outline does not include Exxon
Gulf's new lease coverinz the SJ/L 03
farwout Crom BXxXon wnich dss nost
taroughout the unit.

3
30

> QO

v
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Working Interest COwuners in the
Proposed Lucas Store Unit,
Eddy County. New Mexico
Octoter 21, 1977

from the vresent lease owners, the "Owners", Lz
captioned area, under the following terms and con

Marlk D. Wilson and the undersignsd now resveciluzliy reques
T s Tes:

[£ 20N
'J-
Q ¢k
a1
w o

1. Ye propose to form a working interes:t unii, the "Unit", covering
the captioned area, except the E/25%W/L of Ssciion il and a2 3.125% iaterest
under the 5/2 of Section 24, containing a tobzi of 2070 net =2¢cres. This
area is outlined on Exhibit "A" of this leiter. %e ,,ropcse that the Unit
cover depth rights from 3,5C0 fest to 10,836 T=22t, the "Unitized Rigats'.
This interval was selected dve To the depth rizghis owned by Amocod and
Continental in Secfion 22 and Pennzoil, et al in the S/2 S=ction 24. The
E/2SW/4 Section 14 is excluded from the Unit, zut included in the outline
because it is unleased KGS wminerals. It has t2&n resquested that this
truct be offered for leasing at the next KGS sz2le. This tract shall be
considered an area of mutual interest. If anjysnz in the Unit buys a
lease on this land then all other cwners shali have the vullon of vaking
their proportionate sharve of the lease. The 2.125% interest under S/2
Section 24 is owned by Exxon. ’

It is belisved that the present cuwnership of The Unitized Rights is as
shown in Exhibit "B" of this letter. You will note that ali of thie leases
except two, covering 80 acres, are H.B.P. V¥ou will also note from the
exhibits that there are twenty cone tracts ownad by tuenty eight different

owners.

2, ° Within 45 days after receipt of an aczeptadle,

‘operating agreement, the "Agreement" and sudbject to the
. drilling equipment and pive, we will commence, or cause

the drilling of a test well at a lawlul locatisn in the

It is believed all owners will agree that everyons must cooperate
.in order to ever::get a deep test drilled in this area.

fully executed

availability of
to be commenced,
su/ri/t of Sec-

tion 23, Townshivp 17S South, Range 28 East, the "Initial Test Well,

with the W/2 of Section 23 veing the dedicated spacing unit.

Test Well will be drilled to a depth sufficient to penet

: The Initial
rate 50 feet into

the Chester lMississlppian Limestone, which depsh is estimated to be 10,750

feet, to test the Morrow series of the Pennsylranian Sys
Deoth". The Initial Test VWell shall be drilled

o
e

tem, the "Objective

and comnlated at no cost

- Tem LU memmamde del.o Fen 282 M a ke I 2 e T m e A . m vsaandAnr A
Jo el wite Wty il PGSRV S PN OO v nwe i —~ V\J;‘;y;.vvvu = e Mi vt - -

from the Unitized Rights, then ws shall earn 2311 o7 the Cwner's interest
in these rights in the largest spacing unit zssizned Lo the well by the
Mew liexico 01l Conservation Commission, until zzyoub, sudject to the
Ouner's retained overriding royaliy hereinaiis> drovided for, plus 21 un-
divided one-hall of Owner's interest in the Unitized Righis in the remain-
cder of the Unit. During the payout period of the Initial Test Well, the




To: Working Interest Cwners in the
Proovosed Lucas Suore Unitg, %
Eddy County, New llexico

Qctover 21, 1977

Owners shall retain their vroportionate vart o 2l overriding royalty
of 1/8 of 8/8ths. Column 7 of Exhibit "B-2" shows each Owner's share of
the retained override assuming the VW/2 of Section 23, T17S R28E is the
spacing unit of the Initial Test YWell. AT payout of the Initial Test
lfell, the Cwners shall have the option for 30 days after notice, to
convert to thelr proportvionate vart of one-halfi of the working interest
or continue with their retained override. The interest in the Unit (a)
at oresent, (b) during the drilling and payous of the Tn1tial Test Well,

: i

t

(c) in the remainder of the Unit and In the Initial Test Yell after pay-
’ out, assuming all Cwners convert to a workinz interest nd (d) Owner's

retained overriding royaliy during th2 va;youbt deriosd are shown in Exnlbdit
"B=2" t5 this letter. The calculation of the Cwneris present perceﬁtage
interest in the Unit is shown in Exhitit "3-1" {9 this letter. Sinze Unit
acreage only composes five-zights of the spacing wnit of the Iniulal Test
Well, assuming a gas well with 320 zcre snacinz, all Unit interests will
be proportionately reducad s Tive-eizhits o7 Lhe lnbterests shown in
Exhivit "B-2" for the Initial Test Well,

uested a farmout from Exxon
The reauested farmout

d only the productive wells
an interest under fiva-
Well, we will agree t9o give
one-half o7 the Exxon farm-
in accordance with thelr

? L. As previously mentioned we have reg
nr\trnv‘l"nn‘ +hair Iinterest in sections ?Q and
f=1

[P oybapd

nrovides for a 90 day conbtinuous develonment
earn acreage. Since the Owners will only hax
eights of the spacing unit of the Initial Te
- the present owners an option to varticipate
out insofar as it covers the E/2 of Secktion
after payout unit ownership as set out in Column 5 of Exhibit "B 2"

3
3

-2 B o A (V)

n

- The Exxon acreage wlll be a 75% revenue interest with an optional one-
: .- half back-in after payout. We feel that this is an attractive incentive
o

[ 9 B |

: ‘ ‘since the Cuwners can farmeout on the wildeat and then deecide if they want i
: -+ to particivate in an offset well. N o _ I
*

5. The present burdens on the leases in the Unit vary from nothing
to 26.5%. 1In order for the proceeds from droduction to be distributed
equitably a beneficial interest distribution Is necessary. The calcu-
lation of all Owner's beneficial interest is shown in Exhibit "B-1" of
this letter.
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Workkine Interest Owners in the
Proposed Lucas Store Unit,
2ddy County, New Mexico

Cectover 21, 1977

var

D ¢

t £o take.their share of the production in kind, (f) a gas .
ng agzreement, and (g) a tax partnership. The charges in ths

ng oprocedure and the terms of the Agreement shall be agreed upon
Agreement shall be executed by all parties prior to commencement
Initial Test YWell. The charges agreed upon in the accountinz pro-
T the Agreement shall govern the charges against the first pro-
well in the Unit during the drilling, completion and payout period.

T. The estimated cost of drilling the Initial Test Vell to the
Objective Depth and plugging it as a dry hole or completing it as a
sinzle zone producer is $350,000.00 and $550,000.00, respectively.

8. If mechanical or other difficulties render further drilling of
the Initizl Test Vell impractical, in o2ur opinion, prior to the tims the
Initial Test Well reaches th2 Objective Depth, then we shall have tre
option for 30 days after the completion of the Initial Test Well to
commence the drilling of another test well, the "Substitute Test Weil".
The Substitute Test Well, if drilled, shall be drilled at a lawful loca-
tion of our selection in the Unit, to the Objective Depth, under the
sace terms, except a recalculation of the Owner's retained overrids may
be necessary, to earn the same interests as herein provided for the
Initial Test Well.

9. In the event the Initial Test Well or Substitufe Test Well, if
drilled, is completed as a dry hole, we shall earn nothing except the
option for 90 days after the completion of the last of these wells, to
start another test well, the "Option Well". The Option Well, if drilled,
shall be drilled at a location of our selection, to the Objective Denth,
under the same terms, except recalculation of Owner's retained roya2lity,
to earn the same interest as lLerein provided for the Initial Test Vell,

10. If production is not obftained by any of the wellsiprovided for
herein, then the Agreement shall terminate and we shall earn none o?f
Owners' interest in the Unict.

Upcn receipt of acceptance of our proposal from the Cuwners, we will nre-
para the Agreement which will also provide for the farmouts from each
Ouwnax» and forward it to all parties for their approval and execution.

Respectfully requested,

7 0 .~ 2 .

RE3/ow L
enclosures : '
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. Attn: - Mr..N. B. Venus

MATLING LIST

. PENNZOIL COMPANY

P. 0. Box 1828
Midland, Texas 79701
Attn: Mr. Cecll B. Ellis

INEXCO OIL COMPANY

1100 Milam Building, Suite 1900
Houston, Texas 77002

Attn: Mr. Sam Reeves, Jr.

S. P. YATES

MARTIN YATES IIT
JOHN A, YATES )
207 South 4th Street

Artesia, New iMexico 88210

_Attn: Mr. Jack McCaw

HARVEY E. YATES COMPANY

Suite 1000, Security National

"Bank Building

LS S-S B S S

Roswell, New Mexico 88201

Attn:- Mr. George Yates

. TENNECO OIL COMPANY
© .1200 Lincoln Tower Building

Denver; Colorado

20002
20202

-

M. RALPH LOWE, INC.

MARALO, INC.

ERMA LOWE

2200 West Loop South
Suite 130 :
Houston, Texas 77027
Attn: Mr. John R. Burke

CNTINENTAL OIL COMPANY
. Box 0431

and, Texas 79701

T Mr. Gary K. Saily

COWATCO OILS

8CO M. Richardson

Roswell, New Mezico 83201
S, NANCY KING

P. 0. Box 385

Artesia, New Mexico 88210

WAINOCO, INC.
11C0 Milam Bldg., Suite 500
Fouston, Texas 77002

SUPRON ENSZRGY CORPORATION
8350 North Central Expressway
Suite 17C0

Dallas, Texas 752C5

Attn: Mr. Frank Lawson

AZTEC OIL & GAS CO.

c/o Southland Royalty Company
1100 W21l Towers ilest
Midland, Texas

Attn:

ladalysat]
{7 (VL

Mr. George Mauzy

EANSON OIL CO.

'BOX 1515 TR |

Roswell, New Mexico 88201 _
ttn: Mr. Reagan 8. Sweet - "7 |

MS. JUNE JOHMSON

e/o Mr. Viggo Boserud
2019 Century Park East -.
18th Floor

Los Angeles, California Q0067
HARCLD XKERSEY

Box 3156

Artesia, MNew Mexico 88210



MAILING LIST

LUCAS STORE INIT

AMOCO PRODUCTION COMPANY
BOX 3092

Houston, Texas 77001
Attn: Mr., Joe Durkee

GULF OIL CORPORATION

BOX 1150

lMidland, Texas 79701

Attn: DMr. Robert E. Griffith

KINCAID & WATSON DRIILING CO.
VAN LANNING

T IAME T A kl’\l"l’krf‘
AJ L AVAY  AALMLWAN

Box 498
Artesia, New Mexico 88210

DURHAM DRILLING CO.
Drawer 273 ,
Midland, Texas 79701
Attn: Mr. Lynn Durham

DALEVCO, INC.
P. 0. Box 2227
~Roswell, New Mexico 88201

LONNIE KEMPER
. P1.0. Box 1105
jAArtesia, New Mexico 88210

J0 \'I'E‘T T D EIUIO

‘Ms, JONELL R,

“P. 0. Box 217 :
Artesia New Mexico 88210
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10896 I'EET BELOW THE SURFACE

EXHIBIT "B"

P

rmwwm wx:mmm:Hv AND INFORMATION IN THE LUCAS STORE UNIT, W/2. SECTION 14, ALL OF SECTIONS 15 & 22, E/2NW/k,
Sw/hsu /M

e eata e C——— g e ¢ an B bro

rage 1

SWANE/N,  N/28W/h,

Sectlon 23 and 8/2 SECTION 24, 'TL7S R28E, LEDDY COUNTY, NEW MEXICO, CONTAINING 2070 ACRES, DEPTI RIGHTS FROM 3500 ﬁﬂﬁ

—————.

'TR. LEASE WO., OWNERS & GROSS  PRRCENT NET ACRFS TXPIRATION PERCENT PRRCENT PRRCTNT BURNENS PRRCENT -
NO, DRSCRIPTIONM ACRES  INTEREST REACH DATE ROYALTY BURDTN REVENUR PLUS REVENUE -
(A1l T17S R28R) N FACH OWNER & DBURDENS  BORNE RY INTFRRST  REVENUR INTEREST
LEASFE  OWNER LEACH BORNE BY INDIVIDUAL 10 TACH TNTEREST  ON 100%
EACH LFASE ALT: OWNERS OWNERS OUNER FOR COST
e - LFASE IN TRACT ____TRACT. _BASIS
-
b4 vm.m@ﬂqwm
See. Li: Sw/usSw/h 40.00 H.B.P.
KINCAIL' & WATSON . .
DRILLING CO. 100, 00000 110.00000 12.50000 -0- 87.50000 100.00020  &7.50000
2. H;O Oﬁmw\u.w & A .
Scc. 1l wu/hsw/l4, Nw/L4 200.00 H.B.P, (1) .
) HANSON OIL CO. 75.00000 150,00000 18.75000 -0~ 56.25000 75.00000
HAROLD KERSEY 25 ., 00000 50.,00000 6.25000 ° -0- 18,7500 7%, 00000
TR. NO., 2 TOTALS 200,00 100.00000 200 .00000 25.,00000 -0- 75.00000 1C0,00000
i
3. Sec. li: E/28W/M 80.00 mo.ooooo .
(UNLEASED _
) FEDERAS KGS_LAND).. (We have Ho@comammzwmmd ﬁﬁpm tract be included inishe next KGS sale)
. peseir | ‘,
Sec. pa. N /4, Nv/Lsw/4 L
Sec. 23: SW/UNE/L4 240,00 :  H.B.P.
S. P. w>emm 41,66667  100.00000 7:29167 o 34,37500 £2.50000:
EARVEY E. YATES CO. 41,66667  100.00000 7.29167 -0~ 34,37500 £2.50000.
MARTIN YATES III 8.33333  20.00000 11445833 -0~ 6.87500 £2.50000
JOHN A, YATES 8.33333 20.00000 ° . °1,45833 ~0- 6.87500 £2.50000
TR. NO, 4 TOTALS BNT.00 T00,00000 240.TO000 rﬁ, -mdccc 0= 8250007 T LU0, 000C0
! “
Y p—tn




Hm.
NO.

LEASE OWNERSHIP AND INFORMATION IN THE LUCAS STORE UNI'T, z\m mnoeHOZ uz ALL OF mhc
24, T17S R20E, EDDY

S /s /h
eo Homwm

Scetd
,._. W

LEASE NO,, O

DESCRIDPITION
(A11 1178 R2

T —— S — W ——app. At St oy

on 23 and 3/2 SLCTION £
' BELOW THE SURFACE

S N e— s ehas LN ROV

E n:HmHe _.m "

..‘

TIONS 15 & 22, T/28n/U, m~\:2ﬂ\:.
COUNTY, zrz :beoo. coze>Hszo 2070 ACRLES, DEPIN RICTIS

Page 2

N/2sw/l,

IFROM™ auoo IEET

WUNERS & OROSS  PRRCENT
ACRRS  INTLREST
8r) IN TACH
LEAST.  OVNER
LFACH
LTASE

NET ACRES
FACH
OWNER
EACH
LEASE

EXPIRATION

DATE

MMHwQHZB
.. ROYALTY
& BURDENS
BORNE BY

ALY, OWNERS

- A PILRCEMT
" . BURDEM
+ BORNE BY

INDIVIDUATL

- OWNERS

oL SRACT.

— et - | o+

PERCENT
RTVENUT
INTEREST
TG TACH
OWNTR

s — o—

BURDENS
PLUS
REVENUR,
INTEREST
FOR
TRACT

- PERCENT

ETVENUE
INTEREST
ON 100%
COST

_DASIS

a. B- gouo
See. 15: 8/2sW/) £0.00 H.3.P.
b, D-2178 _
Sce. 133 NE/ASW/U Lo, 00 : H.3.P, A .
PENNZOIL CO, 5% ,68750 65.62500 10.93750 -0 I13,75000
WAINOCO, INC, 32.81250 39.37500 6.56250 -0~ 26.25000
JUNE JOMMNSON 12.50000 15.00000 2,50000 -0- 10.000)0
TR. NO. 5 TOTALS 120,00 100.00000 120,00000 20,00000 -0~ 80.00000 100.00000

N 012 8¢6

Sec. 15: NE/N

-160.20

Supron Inergy

QOHUOdJupo:

AZTEC OIL & GAS CO.

PENNZOIIL CO,

WAINOCO, INC.

JUNE JOIHNSON

NM 080258

Sec., I5: SE/X

KINCAID & €>emoz mebthm
DURHAM DRILLING Co.

DALEVCO OILS
COWATCO

JONELL R. GILMORE

NANCY KING

LONNIE KIEMPER

VAN LANNING
LYNN LANNING
No. 7

TR.

H.B.P,
30.00000 18, 00000 3.75000 -0- 26G.25000
20,00000 32.00000 2,50000 -0- 17.50000
27.34375 43 ,75000 3.41797 -0- 23.92578
16.1.0625 26.25000 2.05078 -0- 14.,35517
6.25000 10,00000 L. 78125 -0~ £,U06875
TOTALS 150,00 100.00000 . 160,00000 Hm.mooooﬁwy -0 87.50000 100.00C00
160,00 _ _ H.B.P.’ , ,
co, 26,66666 U2,66666 o 3.33334 ~0- 23.33332
16,66667 26,66667 - 2,08333 -0~ 14,58334
16.66667 26,66667 .m 08333 . . -0- 14,5832
5.00000 8.,00000° 62500 ° ' -0- 1,37500
7.50000 12,00000 .93750 O 6.56250
2.50000 i, 00000 m mw ~0- 2.18750
15.00000 214, 00000 . ~1.87500 -0- H . 1250390
5.00000 8,00000 . S .mvmoo Q= 1.37500
5.00000 8.00000 62500 ~-0- v L.37500
TOTALS 150,00 100.00000 160,00000 . 12.50000 (2)-0- 87 50000 1¢0.00000

p—

- 830. ooooo;
30, 0000C _

80. ooooo

1750000
7 .50000
1750000
,q.moooo
{7.50000

¢
¢
&
£

37.50000
37.50000
@w 50000
57 Uoooo
37.50000

mw qoooo
.500C0

{7.20000

_Qﬂ.moooo
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LEASE OWNERSIIP AND INFORMATION IN THE LUCAS STORE UNIT, mmneHoz u:,_>vb OF - mnqaﬁozm uu & 22, L/2Nw /i, mz\:zq\: _ zxvcs\s

Sw/lisv/ll Scetlon 23 and $/2 SECTION 24, T17S R28E, EDDY oocze%. NEW, MEX Hoo.. ooze>H2HZD 2072 ACRES, DEIMH RIGHTS I'ROM 3500 PEET
I0 Homoo FEET BELOW THE SURIACE

——a—— g e - ———— P S —
m—an S R b S e = r—— = e 1 o S —

i PRRCEN

TR. LEASF NO., OWNERS & OROSS  PWRCENT NET ACR7S  EXPIRATION::PERCENT PERCENT BURNDENS ' PERCENT
NO., DRESCRIPTION ACRRS  INTEREST EACH DATE - . ROYALTY . DURDEN REVINUTR PLUS WLVENUE
'All T178 R23%) IN EACH OWNER & BURDENS - DORNE DY INTERTST . REVENU INTEREST
LEASE  OWNER EACH “BORNE BY i INDIVIDUAL 70 TACH Hw,rmmme ON 100%
EACH LEASE ALY, OWNERS OWNLERS OWNER FOR COST
e e —— . LFASE — IN TRACT o L, AMAGT _BISIS.
8. E=135 .
Scc. 22: SE/uSH/4 40,00 "H.B.P.
TENNECO OLL CO. 50,00000 20.,00000 6.25000 Mol 1§3.7500¢ 87.50000
CCNTINENTAL OIL CO. 50, 00000 20.00000 6.,25000 -0- 13.7500C §7.50000
TR. NO. g TOTAL 110,00 100,00000 110, 00000 12.50000 -0~ 87,5000C 100.00000
a. B-1969
Sce. 22: NE/MM/M lio.0C I'.B.P, ~0-
b, B-1111
Scc, 22: NW/WIR/U 40,00 H.B.P, £5.00000 -0~ 75.0000C 75.,00000 .
GULF OIL CORPORATION 80,00 100,00000 80.00000 25,00000 (3) -O- 75.0000C  100.00000 4
2029 u
10. Suc. 22: SE/AISE/M 40,00 H.B.P.
GULTF OIL CORPORATION 100.,00000 110. 00000 5.50000 (4) -0- 84.5000¢C  100.00000 84,50000
M. a. B-1111 :
Sic. 22: SW/bLsw/b 40,00 H.B.P.
b. B-1969 L :
Szc. 22: Sk/lwv/b 40.00 H.B.P. N .
AYOCO PRODUCTION CO. 75.00000 60.00000 1.9.87500. . 9:37500 [6) 55.1250C 73.50000
CONTINENTAL CIL CO. 25.00000 20.,00000 6.62500 '3.,12500 v 18.3750C 73.50000
_ TR. NO. 11 TOTAL 80,00 100.,00000 80.00000 73.5000C  100,0000C

26.50000(5)




SW/lSu/i Section 23 and S/2 SECTION 24, T17S R28E,
TO_10896 FEET BELOW THE SURFACE

Byt e o C e ema——

cerw . e Wi m eme mamae

EXIIDIT "p"

LEASE OWNERSIIIP AND INFORMATION IN THE LUCAS STORE UNIT, wy4 SECTION 14, ALL OF SECTIONS 15 & 22, T,2mi/h,

] TP § S

Page 4. - S
SW/NNE/N, | N/28M/%,

EDDY COUNTY, zmz;z&xHOOMznOZwaZHZO 2070 ACRES, IEPTH RICETS FROM 3500 FLL

'R, LFASE NO., OUNERS &

EXPIRATION ; PERCENT PRRCENT

OROSS  PRRCENT NET ACRES .- PRRCENT PERCENT BURDENS
NO., DIESCRIPTION ACR®3S  INTEREST EACH . DATE - » ROYALTY .  BURDEN REVENUT PLUS " REVENUE
(A1l T178 R28R) : IN EACH OVINER . & BURDENS . BORNE BY INTEREST  REVENUE INTEREST
. LEASFE  OWNER EACIH . BORNE BY . i INDIVIDUAL TO FACH INTEREST -~ ON 10C%
EACH LEASE ALL: OYUNERS ' OWNERS OWNER FOR COST . -
T i~ A e i v e — e T f.l.H.L..d.>mm“ — HZ,.H—.N\/OH. ot m et e o s e Hm.w..)QwH_ [ Hw>mhm '
12, a. 3-1111 . _
W Sec. 22: SE/UNW /1 .
NE/INE/l 80.00 H.B.P.
b. B-1969 y 0 - |
MOO . mmu z mrﬂu\.‘u\b. O-OO Nedda I o ) . ~
AMOCO PRODUCTION CO. 75.00000 120,00000 19.87500 -0~ mm.pmxoo 73.50000 |
CONTINENTAL OIL CO. 25.00000  40.00020 6.62500 =0 18.37500 ~ 73.5000C
TR, NO. 12 TOTALS 160.00 100.00000 160,00020 26.50000 (7, -0~ 73.50000  10C,00000
13. a. B-1969 : :
Sec., 22: SW/USLE/4 40,00 H.B.P.
b. 636 |
Sec. 22: Nw/hsw/u 40,00 H.B.P. )
>3000pmmomcoeHoz co. 50,00000  40,00000 12.,50000 m,mwoooAmv 37.50000 Nm_ooooo_
CONTINENTAL OIL CO. 50.00000  40.00000 12.50000 G .235000 37.50000 75.000C0"
: TR, NO, 13 TOTALS 80.00 100.00000  80.00020 25.00000 (8) 75.00000 10000000 .
(.
14, a, B-1969 .
Sec., 22: NW/4Nw/4 | .
NE /48w /U 80,00 ‘H.B.P.
b, B-1111 o LB
Sec. 22: S5/2NE/H4 0.00 .B.P. _ o )
"AMOCO PRODUCTION CO. 50.,00000 80,00000 12,50000 - -0- 37.50200 ﬂm,ooooo
CONTINENTAL OIL CO. : 50.00000 80,0C000 12.50000 -0-. mq.m0uoo 75,00000
TR, .NO. 14 TOTALS 160.00 100.00000  16C.0C000 mm.ooooo (9) -0~ 75 . 00200 poo.oomoo , -
15. TEL . . < |
K Sec, 23: su/usw/h 40.00 _ H.B.P. : o
: TENNECO OIL CO. . 100.00000 1,0.,00000 21.87500" ~0- 73.,12500  100.00000 78.12500
a
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EXHIBIT "B" Page 5.

LEAST OWNERSHIP AND INFORMATION IN THE LUCAS STORE UNIT, v/2. SECTION 14, ALL OF. SECTIONS 15 & 22, L/-Nu/li, SWAINE/N,  N/28W /0

SW/isi/ll Seetlon 23 and 5/2 SECTION 2/, T17S R28E, IDDY COUNTY, NEW ME PA IR 070 ACRE: LPTI RIGHDS TROM 353 T
70 10896 FiEr DELOW THE SURPACE ) s -‘\ ’ ; MEXICO, CONTAINING 2070 >owwm~ DLPTII RICGILS FROM 3300 FLELT
TR. TLEASE NO., OUNERS & OROSS  PRRCINT NIX ACRES  RXPIRATION PERCENT PTRRCENT PIIRCT NP BURDENS PTERCENT
NO, DRSCRIPTION ACRES  INTEREST BACH NATE RCYATTY BURDIEN RV UL PLUS NREVENUT
, (ATl 0178 R201) IN EAGH CUNER & BURPENS  DORNE RY THTREEST  REVEMUR INTERES

LIEAST  OWMER EACH DORNT DY INDIVIDUAT, 10 WACH TNTERES Ol 100w
TAGH LEASE ALT. OUNERS JWNERS OWNTE I'OR COST
e e e e LVABE _ —- IN_TRACT e e e e e dMNCT DBASIS
N -
6. L-2762 !
Sec. 23: NW/NI3v/l 10.00 h=115-79
PENNZOLI, COMPANY 50.00000  20,00000 (5.25000 3.55250 10.18750 80.37500
INEXCO OIL CO. 50.00000  20.00000 15.25000 -0- N3.75000 87.50000
TR. NO, 16 TOTALS 40,00 100.00000  40.00000 12.50000 3.55250 83.92750  100.00000
17. NM 01510
Sec. 23: E/2NW/4,
NE/1 S/l 120,00 H.B.P., o
PENNZOIL COMPANY 50.00000  (G0.0000D _ 5.25000 3.56250 HO, 18750 80.,37500
INEXCO OIL CO. 50.00000  60,00000 (5.25000 -0~ 3,75000 &7 .50000
TR. NO.17 TOTALS 120.00 100,00000 120,00002 12.50000 3.56250 83.93750  100.00000
(o ,
18,  B-6251 (10)
Sce, 24: SE/i 160.00 : H.B.P. ,
PEEKNZOIL COMPANY 50,00000  80.00002 : 12.50000 1. CO000 36.50000 73.00000
INEXCO OIL COMPANY 42,18750 &7.50000 10.54688 31.64062 75. 00000
M. RALPH LOVWE, INC, 1.56250 2.50000 - .39062 1.17188 75. 00000
ERIMA LOWE . 78125 1.25000 .19531 L5859 75. 00000
MARALO, INC. 78125 1.,25000 .19531 .58504 75.,00000
TENNECO OIL COMPANY .78120 1.25000 +,19531 .58589 75.00000
CONTINENTAL OIL CO. .78130 1.25000 .19532 58508 75,0000
“TR. NO, 18 TOTALS 160,00 cmmeccm " 155, 000C0 20,21375 7L.65625 Q0 TH00
: 11
A | e ::..Hnﬂ..ﬂhsr .’
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EXHIBIT 'g" Page 6

ALL OF SECTIONS 15 & 22,
SECTION 24, TL7S R28E, EDDY COUNTY, NEW zanoo CONTAINING 2070 ACRES,

LEASE OWNERSIIIP AND INFORMATION IN THE LUCAS STORE UNIT,W/2 SECTION 1k,

LN/, su/lieE/L,  N/2sw/in,
SW/IsH/l Scetdon 23 and 8/2

YEPTH RICGITS TROM 3500 FEET

10 10896 FEEY BELOW TIE SURFACE

—pram s

Abrnd e vmen e e

Py Y

b Naam sl e 8 e aiton t wm aw AR B biae mer S

en

PERCENT -

LEASE NC., OUNERS & OROSS  PRRCENT NET ACRFS  EXPIRATION mnmonza PTRCENT PERC ENT BURDIENS
DIRSCRIPTION ACRTS  INTEREST EACH " DATE ROYALTY BURDEN REVTNUT PLUS REVENUE
(A1l T17S R26R) IN EACH OVNER & DURDENS  BORME BY INTERFST  REVENUR INEREST

LEASY  QWNER EACH DORNE DY INDIVIDUAL, TO TACH TNTER on 10C%
EACH LEASE ALI, OUNERS OWNILRS OWNT R FCR O3

—— e — - LEASTE IN TRACT e TEACT BASIS
B-5862 10 |
Scc. 24: zu\:%;\f L4o,00 .H.B.P. o i
PENNZOIL COMPANY 50,00000 20,00000 12.10937 1.00000 36.890¢3 ﬂw.wmwwm
INEXCO OIL COMPANY L42,18750 16.87500 10.21729 31.970z1 wb Nmpwm
M. RALPH LOWE, INC, 1.56250 62500 37841 1.184C9 75.' 78125
ERMA LOVWE .78125 31250 .18921 L5920 ﬂw.wmyr\
MARALO, INC. .78125 .31250 18921 L5920 ﬂm.wmpwl
TINNECO OIL COMPANY .78120 .31250 .18921 .59149 ﬂm.wmwmw
CONTINENTAL OIL COMPANY .78130 31250 M .18921 592009 75.78125

TR, NO. 19 TOTALS 40,00 96.8750 . 38.75000 2346191  1.00000 72.41.3C9 96.8750C
(11)

LereE.  {19) i 10,00 4-15-79

ec. 24: NW/USW . +-15~7 : . ,
meZNOHw oommpzm 50.00000 20.00000 6.25000 i, 58000 39,17000 78.34000
INEXCO OIL COMPANY 42.,18750 16,87500 5.27344 : wm.ow:om mq.mooco
M. RALPH LOWE, INC, 1.56250 .62500 .19531 1.367.9 ,mq.moooo
ERMA LOVE .78125 .31250 .09765 683060 87.50000
MARALO, INC. .78125 .31250 » 09765 .mmwco mq.moooo.
TENNECO OIL COMFANY .78120" .31250 .09766 .683:54 §7.50000
CONTINENTAL OIL COMPANY .78130 .31250 .09766 683054 87.50C00

TR. NO. 20 TOTALS 40.00  ¢6,87500 38.75000 12.10937 L ,580C0 807185€3 96.37500

(11)




-

EXIIIBIT il

. Pape 7.

LEASE OWNERSHIP AND INFORMATION IN THE LUCAS STORE UNIT, ®/2 SECTION 14, ALL 0d ww0€HOzw 15 & 22, E/2Mu/M%, Sw/WiR/h, N/2su/k,

Sw/l3v/ Seetlon 23 and S/2 SECTION 24, T17S R28E, EDDY COJNTY, NEW MEXICO), CONTAINING 2070 ACRES, DIPTH RIGIIS FROM 3500 FERT

s

PERCEND
REVENUE -
INTEREST
ON 100%
COST
BASTS

Sl e n——— L

78.34000
87.50000
87.500C0 .
87.50000 .
87.500C0
87.500C0
87.50000

override on oil when the average daily production per well on a monthly basis 18 0 -

and cver 50 BOPD, 12 1/2% of 8/8ths.
8/8tra when production 1s from below 3000 feect.

AMV Schedule "B" Gov. Royalty. Rate assumed to be 12.5% for thls schedule.

NE/U,/4 & NU/4NE/4 Sec. 22 is subject to the remalnder of
These landa are also subject to a production payment 1n the

$4,000.00 production payment is retired.

(3)

out of 12 1,/2% of 8/8tha.
8/8ths which becomes effectlve when the

The override on gas 1s 5% of 8/8ths when the .production ls from above 3000 feo
A 12 1/2% of 8/8ths override was assumed for this schedale.

a nwogcaapon/wpzaosn in tne amount of $12,000.00 payable out of 3% of &/8inhs

(4} This tiact L subjJeet to

15-50 BOPD, 5% of 8/8ths
t and 12 /2% ol

70 10895 FEET DELOW THE SURFACE
TR, LEASE NO., OWNERS & anross PRRCENT NET ACRES  EXPIRATION PERCENT PRRICENT PIERC WNT? BUINGENS
20 . DESCRIDPTION ACRIES INTEREST FACH DATIE ROYATY BURDEN REWVT T, PLYS
(A1L 7178 R285) IN WACH CQUNER & DURDENS DBORNTL DY INTE ITST REVENUT
LIEAST QUINER EACH BORNE 13Y CINNIVIDUAT, T0 TACH INTEREST
EACH LIEASE ALT, OWNERS OWNLRS OWNTIR I'oR
_ i __LFASE — . IN TRACT o TRACT
m LE-9434 (10) _
~' Bec. 2U: 8/28u/4 80.00 H.B.P.
PENNZOIL COMPANY 50.00000 10.00000 6.25000 4 ,58000 39.17000
INEXCO OIL COMPANY 42.18750 33, 75000 ' m.m&w:# 36.¢1100
M., RALPI LOWE, INC, 1.,56250 1.25000 . 10531 1,26719
ERMA LOWE L7810 LG2500 L09765 (8360
MARALO, INC, L8125 .62500 . 09765 (8240
TENNECO OIL COMPANY .78120 .G2500 . 09766 LCB354
CONTINENTAL OII, COMPANY L78130 62500 . 09766 (8364
~TR, NO. 21 TOTALS 80,00 om.mﬁmoov 77 . 50000 12.10937 I, 58000 - 80.,15R6(3 ofR . 87500
11
Unit Sub-~Total 2160.00
Leas unlecased 80.00
Unit Total 2080.00 2070.00000
U .
(1) The lease also covers the NW/4 of Section 14, The lease has two shellow wells on it. It ls subjec: to the Tollowing :
15 BOPD, 3% of 8/8t1s,

a production payment in the origlnal amcunt of $4,000,00 payable
amount of $8,000.00 payable out of

~An?
1
oy

of
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(5) Theae Jgsgu are ;::_oaA Lo the remalnder of A vdog:acbo: payment; in the o&»m»:mw amounl; of em:a.ooc.oo pnyable oub of
12 1/2% of B/8ths plus an overriding royalty cqual to 2% of the net revenue interest. Unde: pregent condltions the override

18 1.5%,

(6) These :psgu are subject to a productlon payment in the amount of a 3,000,00 vmepdwm out of 12 1/2¢% cf 8/8ths whicha
becomes effective when the v&og:quQS payment descrlbed under Note No, Um%m off.

(7) Thes: lands are subject to a production payment in the amount of $260,000, oo payable out of 12.5% of m\mdjm nwcm an
f(mmwwpzm egual to 2% of the net revenue interest. Under present oo:akako:m the override 1s 1.5%.

(§) These lands arc subject to the production payment described in Note 20. 5. They are not subject to the overrlde described
1r. Note No. 5.

-

(9) Theze lands are subJect to the production payment described in Note No. 7. They are n>t subjeet t> the override described
in Ncte MNo. 7. . .

(:.0) Dep-h rights from 2300 feet to 10896 feet subject to worklng interest unlt under terms of operatini apreement dated
November Q, 1970 as amended by agrecment dated Fehruary 8, 1971, Pennzoll Company, Operator.

(11) Exxon's 3.125% interest, total of 10 acres, undor 8/2 mocﬁpo: 21 18 not subjJect to th:® unlt. Total acres subjech Lo
Unit 1ls 2070.




. EXUIBIT "B-1" Inpe 1.

CALCULAZION OF PERCENT OWNERSHIP AND BENEFICIAL INTEREST IN THE LUCAS STORE UNIT, W/2 3SECTION 14, ALL OF SECTIONS 15 and 22,
E/2NW/4, SW/INE/4, N/2sv/4, SW/4swW/4 SECTION 24 and S/2 Sectlon 24, T17S R20E, EDDY COUNTY, NEW MEXLCO, CONTAINING 2070 ACRES.

OWNERS TRACT NET PERCENT PERCENT BENEFICIAL  PERCENT
NO. ACRES OWNER~ ROYALTY ACLES DENEFICIAL
EACH SHIP IN PLUS EACH INTEREST
OWNER UNIT DURDEN OWNER TN UNIT
ON 100%
OWNER-
SHIP
BASIS —
PENNZOIL CO. 5 a&bdb 65.62500 20.00000 5:2, 130000
: 6 T3, 75000 12.,50000 33.28125 .
16 20.00000 19.62500 15.07500
17 60.00020 19.62500 13, 22500
18 80,00020 27.00000 53 ,10000
19 20,00000 26.21875 Lit. 75625
20 20.00000 i 21.66000 15.66800
21 110, 00000 21.66000 31.33G00
PENNZOIL TOTAL 3lkg, 37500 1657802 : 275.,24150 15T TEY
AMOCO PRODUCTION CO., 11 60.00000 - 26.50000 ltiy, 10000
12 120,00000 26 .50000 883.20000
13 40.00000 . 25,00000 30,00000"
14 80.00000 o 25.00000 °  &0,00000
AMOZO TOTAL 300.00000 14.59275 2273.30000 ~ 352110




mmu”;;a>voev>aHoz OF PERCENT OWNERSHIP AND BENEFICIAL INTLREST IN THE LUCA3 STORE ‘UNIT,'vi/2 SECTION 14, AisL. OF mmaeHozm,Hmnms@wmmwam,
S0 B2/, SW/ANE/L, N/2su/l, sW/law/l SECTION 24 and S§/2 Scetilon 24, T17S n2BE, EDDY COUNTY, NEW MEXICO, CONTAINING 2070 ACRLS..

B

“EXUINIT “B-1"

PERCENT

Page 2.0

)

O

A

OWNERS TRACT NET PERCENT - BENEFICIAL  PERCENT
NO, ACRRES OWNER~ ROYALTY ACRIES BEMIFICIAL
TACH “SWIP IN . PLU3 REACHT INCIRRST
OWNER UNIT BURDIEN OWNER IN JNIT
A ON 100%
OWNER~
SHIP
BASIS -
™~ GULF OIL CORPORATION c B ’
9a&b  80,00000 25.00000 60.,00000
10 40.00000 15.50000 33.80000
GULF TOTAL 1.20.0000C 5.79710 02.,80000 5, (0529
INEXCO OIL CO. L6 20,00000 12 .50000 17.50000
17 60.00000 12,50000 52,50000
18 67.50000 25.00000 50.62500.
1 16.87500 24h,21875 12.78808 .
20 16.8750¢C 12.,50000 14.76563 3
21 _33.7500¢ . 12.50000 _29.53125 .
INEXCO TOTAL 215.0000C 10.38647 177.70996 1€ .80003
CONTINENTAL OIL CO. 8 . 20.00000 12.50000 17 .50000 0
11 20.00000 26 .50000 14,70000
12 40.,0000C 26.50000 2¢.40000
13 40,00000 25 .00000 3¢ .00000
14 80.00000 25.00000 6C,C0000
1.8 1.25000 25.00000 .93750
1.9 .31250 24 ,21875 .23682
20 .31250 12.50000 .27343 "
21 .62500 12.50000 54688
CONTINENTAL TOTAL 202.50000 9. 76261 15%,59463

FTI SRR AT e o AT 4 ST

'

0,3l224




.CALCULATION OF PERCENT OWNERSHIP AND BENEFICIAL INTEREST IN THE LUCAS STORE cz»euﬁcwt STCTION 14, ALL O
E/20W/0, SW/WE/M, N/2Su/h, SW/4SW/h SECTION 24 and §/2 Sectlon 24, 1175 R28E, EDDY COUNTY, NEW MEXICO, CONTAINING 2070 ACRES.,

EXHIRIT "B-1"

OWNERS TRACT . NET PERCENT PERCENT ~ BENLFICIAL  PRERCINT
NO. ACRES OWNER- ROYALTY. ~ ACRES BENE;*ICIAL
TACH “SHIP IN PLUS EACTH INTEREST
OWNER CUNIT BURDEN - OWNIR IN UNIT
. ON 1.00%
OVINER =~
SHIP
BASIS .
'  S. P. YATES I 100, 00000 o " "17.50000 82 50000
3. P. YATES TOTAL 100, 00000 H,.83092 . 82 .50000 5.01798
HARVEY E. YATES CO, 4 100.00000 17.50000 82. 50000 -
HARVEY E. YATES TOTAL 100.00000 4,83092 . 82.50000 5.01798
KINCAID % WATSON DRILLING CO. 1 40.00000 25, 00000 30, 00000
7 Uz .66666 12.50000 37.33333
82.66666 3.99356 67.33333 I 03R08
WAINOCO, INC. 5 a&b 39.37500 ; '20.,00000 31.50000
6 26.25000 4 + 12.,50000 22.9687%
WAINOCO TOTAL 65.62500 3.17029 _ 54, 46375 3.31.301
.. TENNECO OIL CO. 8 20.00000 12.50000 17.50000
. : 15 40.00000 21.87500 31.25000
18 1.25000 25,00000, . 93750
19 .31250 24,21875 . 23682
20 .31250 12.,50000 27343
21 .62500 : 12.50000 54688
TENNECO OIL TOTAL . 62.50000 3.01932° - 50.74463 3. 03649
Supron Erergy Corp. 6 48, 00000 - 12,50000 42,00000
Supron Total 48,00000 2.31884" 42, 00000 2.55061"

ra TR g

F SECTIONS 15-and 22
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I

13




CALCULATION OF PERCENT OWNLERSHIP AND BENEFICIAL INTEREST IN

EXUINIT "B-1"

o

_ THE LUCAS' $TORE UNIT;'./2 SECTION 14, ALL OF SECTIONS 15 and 22,
L/2wi/h, su/ME/h, N/28u/h, Sw/Uswu/4 SECTION 24 and S/2 Section 24, TLTS R2BE; EDL{ COUNTY, NEW MFXICO, CONTAINING 2070 ACRES..

Page :Mﬂ

N

ro
.

R

’
P

e

OWNERS TRACT NET PERCENT PLRCENT BENEF.ICIAL  PRRCFNT
NO. ACRES OWNER-~ ROYALTY .  ACRES BENETICIAL
RACT - SNIP IN PLUS . BAGH INTERRS
-OWNER UNIT BURDEN OVINER IN UNIT
ON 1.00%
OWNER-~
SHIP
BASIS
" AZTEC OIL & GAS CO, 6 32,09000 o . 12.50000 28.0C000 _
AZTEC TOTAL 32.00000 1.50589 ‘ 28.0CC00 1,70307
HANSON OIL CO. 2 150.00000 25.00000 112.50000
HANSON TOTAL 150.00000 [+ 21638 : I12.50000 G870
DURNAM DRILLING CO. 7 - 206.66667 12.50000 £3.33333
DURHAM TOTAL 26.66667 1.28825 : 23.33333 L.41a23
DALEVCCG, INC, T 26.66667 - 12.50000 23.332333
DALEVCO TOTAL 26.66667 1.,23825° 23.33333 IR
JUNE JOHNSON 5a&b  15,00000 20, 00000 12.0C000
6 10.00000 .7.5C000 8.25000 _ _
JOHNSON TOTAL 25.,00000 1.20773. 20.25000 1,23169
LONNIE KEMPER 7 ~_24,00000 12,50000 21.0C000
KEMPIIR TOTAL _ 24 ,0C000 1.15942 . 21.0CCO0 1.27130
MARTIN YATES III 4 : 20.00000 17.50000 16.5C000 B
MARTIN YATES TOTAL 20.,00000 .96618 - 16,5C000, 1.00%60
JOHN A, YATES M 20.00000 . 17.50000 16.5C000
JOHN A. YATES TOTAL 20.,00000 - .96618 16.5C000 1.00:560
e e e s
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EXHIBIT "B-1"

Page 5.

CALCULATION OF PERCENT OWNERSHIP AND BENEFICIAL INTEREST IN THE LUCAS STORE czwawﬁs\w SECTION 14, ALL og_mmoeHozmxww,msa.mmmw A
E/2M /0, Sw/UNE/4, N/2Su/h, Sw/usv/4 SECTION 24 and S/2 Seetion 24, T175 R28E;: EDDY COUNTY, NEW MEXICO, CONTAINING 207C ACRLS.

Sl

2.50000

12077

. OVINERS TRACT NET PERCENT PERCENT BENEFICIAL  PERCENT
NO. ACRES OWNIER~ ROYALTY @  ACRES BENEFICIAL
EACH “SHIP IN PLUS EACH INTEREST
OWNIR UNIT BURDEN OWNER IN UNIT
ON 100%
OWNER~
SHIF
BASIS
JONELL R. GILMORE 7 12:0000Q 1 e e e 10050000 10.50000 e
GILIMORE TOTAL 12.00000 57971 10.50000 63665
HAROLD KERSEY 2 _50..00000 . 25.00000 7.500C0
KERGLEY TOTAL 50.00000 2.41506 7.500C0 2.28090
VAN LANNING 7 8.00000 12.50000 7.00000 _
VAN LANNING TOTAL 8.00000 .38617 7.00000 2576
LYNN LANNING 7 8.00000 12.50000 7.00000
LANNING TOTAL 8.00000 .38647 7.00000 2576
. |
CCWATCO 8 8.00000 12.50000 7.00000 -
COWATCO TOTAL 8.00000 .38647 7.00000 CU2376
. *M. RALPH LOWE, INC, 18 2.,50000 ¢ '+ 25.00000 1.87570
19 .62500 24.21875 47353
20 .62500 12.50000 54638
"1 1.25000 ; 12.50000 ' _ 1.C9375
M. RALPH LOWE TOTAL | 5.00000 . 2l156 . _ 3.98526 oLo6h
ERMA LOWE 18 1.25000 25.,00000 . 93750
19 .31250 24 ,21875 23682
20 .31250 - 12.50000 227503
o1 .62500 12.50000 Sh688
ERMA LOWE TOTAL : 1.99463 .12132

A ot A TS S A R T
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EXuInit "p-1". Page 6.
CALCULATICN OF PERCENT OWNERSHIP AND BENEPICIAL INTEREST IN THE LUCAS STORE UNIT, ;iy/2 SECTION 14, ALL (T SECTIONS 15 and 22,
E/2NW/1, SU/UNE/4, N/28u/4, Su/kSw/M SECTION 2! and S/2 Section 20, 7178 R28BE, EDDY COUNTY, NEW MEXICO, CONTAINING 2070 ACRLS.

OWNERS TRACT  NET . PERCENT PERCENT ' ~. . BENEFICIAL  PERCEN? . I
NO . ACRES OWNEL~  ROYALTY  ACRES DRENEFICIAL _ -
EACH .SHIP IN PLUS ' - EACH INTTRES
OWNER UNIT BURDEN. OWNER IN UNI
ON 100% .
OVWNER-
SNIP
RASIS .
~  MARALO, INC. 18 1.25000 | ©25,00000  .9375C e
19 .31250 2L ,21875 .23682
20 .31250 _ 12.,50000 27313
21 .62500 12,50000 51688 N
MARALO TGTAL 2.50000 12077 | 1.99l63 L1215
NANCY KING 7 14, 00000 . _ 12,50000 3.50000 RS
KING 'TOTAL ,00000 . 19324 _ : 3.50000 . .. 21289
TOTAL SUBJEGT TO UNIT £070,00000 100, 00CI00 _ 60, 08798 100.0000¢
| UNLEASED GOV. KGS LANDS . 80.00000 |
~ Exxon's 3.125% Int. under S/2 24 . 10..00000
™' TOTAL IN UNIT OUTLINE 21.60.00000

>

%
.

— v 5 Ay YSA A AW 5 s RN




-

SHOVTING THEERESTS G
COSITS AND PRABU
THE PAYOUT

TLTUTED,

Conbributlions o

PERCENTAGYE, SHARE OF COSTS
SPYOH Fhver ITPTAL TPEST WELL AIER PAYOUZ,
PERTCD TH THE LUCAS

EXHIRIT "n-2%

Initial Teost Well

AND PRODUCTION YROM “INITIAL 087 WELL, UNTIL PAYOUD,
AND ALL SUBSEQUENT WELLS AND OVWNER'S RETAINED OVERRIDIMG
STONE UNIT, 017S R28BE, CONTAINING 2070 ACRES,

Subgecuent Wells and
Hzgcyzw Peat Woe'll

Fage 1

PERCENTAGY ¢

mm%ccsn Ovraers
Retained Overntdb

START

T0YALTY DURY

\ A
Qb
,

NG

Noyalty Unlbil 2ny

LAndtial Lest vell Until Payout LLter Payout of First Producin
OUNERS Column L Column 2 Couts Production "Couts Product|on Well
Percent Percent -Column 3 Column: Lo’ vmn £ Column > Colum 7
Owner- Beneficial Perrcent Percent Percent Percent
- ship Interest Costs Benefilclal Conts Beneflealal
| N Interest Tnterest (1)
PENNZOIL COMPAMNY vo16.87802 16.74129 -0 : -0~ 8.13901.0 8.3706L5 .80306
AMOCO PRODUCTICON CO, QM H92s Hu 52118 -0- “ ~C- 7. 206375 6.760500 LOI839
QULF OIL CORPORATION' w197 5.70529 -0~ _ -~ 2.898550 2.8526! 5 .27368
INEXCO OIL CO. v 10,3867 10.80903 -0~ ~J- 5.,193235 500055 .51850
CONTINENTAL OIL CO, {729,826 9.31 234 -0~ -0~ I,.891305 h.671100 L8N
3. P. YATLS ¢ 4,83092 5.01.798 -0- . -0- 2. 1015460 2.508940 20071
HARVEY E. YATES CO. v 4,83092 5.01798 -0~ -0~ 2.015160 2.508990 24071
KINCAID & WATSON DRILLING CC 3.99356 1. 00548 -0~ : ~0- 1.926780 2.0l77 0 L1OGMG
WAINOCO, INC. ¢ 3.17029 3.31301 -0~ -Q- H.umpw:b 1.656%05 16892
TENNECO OIL CO. ©®3.01932 3.08649 -0~ -0 1.50960 L.503205 11806
SUPRON ENERGY
_ CORFORATION < 2.313384 2.55461 -0~ -0 1.159420 277305 1225k
No/ AZTEC OIL & GAS CO, 7 1.54589 1.70307 -0~ -0~ L7294 5 .851515 .08169
HANSON OIL CO. < 7.24538 6.84270 -0~ ) 3.62319) 3, 121350 . 3282/
DURNAM DRILLING CO, v1.2882 1.11923 -0- ~0- .Ghhaas L7096..5 L06808
DALEVCO, INC, ¢ 1.,28825 1.41923 -0- 4 - NN R L1096:.5 . 06808
- JUNE JOHNSON »H .20773 1.23169 -0- D= (603865 6158015 .059C8
LONNIE KEMPER 1.15942 1.27730 -0- -0~ 579710 6386450 .06127
MARTIN YATES III & .96618 1.00360 -0- o -0- 183092 .501800 ,oh81
JOHN A. YATES ¥y +96618 1.00360 -0- o 183099 .501800 .oL81LY
JONELL R, GILMORE 7 +57971 .63865 289853 .319305 ,03063
-’../.. -
.




. EXHIBIT "B-2" . _  Page 2

SUHCWLRG THDPRESTS CONTRIPULED, PERCENTAGE SHARE OF COSTS AND PRODUCTION FROM INITIAL TEST WELL, UNTIL PAYOUT, PLERCENTAGE mn>wm or
COLSES ARD PRODUCTION FROF INITIAL TEST VELL AVIER PAYCUT, AND ALL SUBSEQUENT WELLS AND OWNER'S RETAIMED OVERRIDING ROYALTY DURING
PHE PAYOUL PERIOD IN THE LUCAS STORE UNIT, T17S R28BE, CONTAINING mo.N.o ACRES. : ' _
_ . _ _ Parcent Owners
st Subsequent Wells ind Retatned Overrldirn

Contributlons for Initlal Test Well o - Inltial Test Well Royalty Unbll Pny«
Tnitial Test Yell Until Payout " After Payout ol Tlrst Froduclt;
CWINERE Column 1 Column 2 Costs " - Production Coata Production Well
Pereent Perecent Column 3 Columr I~ . Column 5 Coium O Colwmn 7
Owncyr- Beneflelal rercent Percent Percent Percent o
; ship Interecat Conts Benefilcilal . Coats Bencellclal
- e S A __Intercst 4 Intercot (1)
HAROLD KERSEY ¢ 2.81546 2.28090 -0- ; =0= 1.207730 L. 150 10911
VAN LANNING ¢ 38647 A2576 _ -0~ -0~ .193235 2128680 .02042
LYNN LANNING ¢ .38647 AR56 ~0- . -Q- 193235 212880 .020/2
COWATCO OILS BOOUT 425776 -0~ ~0- 193235 .212880 .020/12
1. RALPH LOWE, INC, Bh1s6 226 -0- 0~ .120780 .12:.320 L0116k
JERMA LOWE Q2077 .121.32 -0~ -0~ ,060285 .0GOGGO .00632
MARALO, INC. L2077 12132 -0- Q- .060%85 . L0606GGO .00582
NANCY KING Y ,19324 - .21289 -0~ Qe . 096620 LXOGG .01021
DPERATOR . ~0Q- -0- 100,00000 100.,00000 5C . 000000 50.000000 -0-
UNIT TOTALS 100.00000  100.00000 100.00000 | 100,00000 10C . 000000 100, 000000 I, 70688
~ The V/2 of Section 23 is designated the spacing unit to the Initial Test Well. The communitized cverriding bdburden on

the VW/2 of Scction 23 is 7.70312%. 12,55 - 7.70312% = 4.79683% to be divided among the owners in accordance with thelr
oenefliclal owaership as set out in column 2 hereof.

B ]




EXHIBIT "C"

TAX PARTNERSHI?

We bpelieve that a tax partnership is th
tax conssquences which can result from uli
1977. We understand that a tax partnersnip has

¥ o avoid undesiradle
77-176, dated May 9,
2 following features:

1. It is a partnership for income t2x purposes only.

2. A partner in a tax partne*shio can not bind any other vartner i
as is the case in a partnership or a limited partnsrship.

3. Only the income from the property in the tax vartnersiip is
involved.

4. The operator of the drogerty mus: File 2 tax varctnership tax ;
return each calander year for the partnershin. This return is an in- ’
formation return in which the income is alliccated to each tax partner
in accordance with his ownership. The alloczted income is then taxable
to the individual owners as though the partnership did not exist.

5. It is possible to elc ©o be in or out o? a partnership each
year.

6. A tax Dartnershlp can be formed by a few changes in the standérd
AAPL-610 operating agreement.
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AUTHORTITY FOR EXPENDITUDE
- Yates Petroleun Corporation

SUFORE EXAMEI R Y TALETS
Estimated Cost te Drill,  OIL CONGI SN L slOyucps Store "U2T State Con £l
Complete & Eguip - 10300° e s N 198p FNL, 8060 FWL Secc. 23-175-28E
Morrow Test e L'”‘“l"“*m“néi_mmxca Lake Area, Eddy Co., M
CASE ‘?‘EQ._ ».mm,,‘,(Q i;__%
! Dry Hole Coxpletion
Staking Permit & Leyal rLeEUb"'“")“~—~-§5f7¢lbuzlu”:tf$ 1,000 $ 1,000
Location, Right-of-VWay & S¢ﬁﬁamq3633agﬁs $ 5,500 $ 6,500
Drilling: Moving in, Rigging-Up & Rigging Down S ?.s,ooo " $ 25,000
40 days @ $3850 "$T54,000 $154,000
Bits, Reamers & Subs $ 20,000 $ 20,000
Water, tud & rdditives, Pit Lining $ 49,000 $ 50,300
Cenmenting, Tools & Services, Temp. Surveys $ 10,500 $ 15,200
.Electric Logs & Perforating $ 21,600 $ 26,000
Mud Logging Unit $ 6,300 $ 6,300
Drill Stem Testing $ 4,400 $ 4,400
Tool Rentals, Trucking & Welding $ 2,300 $ 3,600
Supervision & Overhead $ 4,000 $ 5,000
Completion Unit, 7 days @ $700 $ - $ 4,900
Stimulation $ - $ 16,000
Contingency $ 32,400 $ 36,800
TOTAL INTANGIBLES $335,000 $375,009
Xnas Tree $ 1,200 $ 13,600
Casing: 13 3/8" 48% J-55, 45" @ $17.93 S 800 $ 800
"8 5/8" 24% J-55, 2265' @ $9.05 $ 20,500 $ 20,500
5 1/2" 17# N-80, 10800' @ $8.37 $ - $ 90,400
Tubing: 2 3/8" 4.7% N-80, 10500' @ $2.47 $ - $ 25,900
Packer & Special Equlpment $ - $ 2,600
Contingency $ 1,500 $ 11,200
TOTAL TANGIBLES $ 24,000 $165, 000
Tanks, 2-210 bbl welded w/stair & walk, Fibrgls Tnk. $ - $ 9,200
Heater~Separator & Flowlines, Valves & Ftgs. S - $ 19,400
Trucking, Fences, Construction Costs, Misc. $ - $ 6,400
TOTAL, LEASE EQUIPMENT 3 - $ 35,000
TOTAL TO DRILL, COMPLETE & EQUIP $

360,000 $575,000

‘Approval of this AFE constitutes aporoval of the Operator's option to charge the

joint account with tubular goods from Operator's warehouse stock at the rates
stated above, unless the Hon-Operator gives notification on this form of his intent
to furnish his proporationate share in kind. -

TENNECO OIL COMPANY 12.5% $1t5,000.00 $71,250.00
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ROBERT E. BOLING

EXPLORATION CONSULTANT

P N S LR L AL LR VN 2

202 AMERICAN HOMZ BUILDING 0 ;()i‘r EX AN le“‘Jx
O i “:(,“l"::"-“\‘v ’\ 1:.\’\ ] 8 PRI Oa\l \
ARTESIA, NEW MEXICO - 88210 e 2 )
October 21, 2977 + .- . 373

TO: WORKING INTEREST OWNERS IN THE E L O —
PROPOSED LUCAS STORE UNIT, EDDY BT e R b e et e A
; COUNTY, NEW MEXICO -
! (See attached mailing list)

‘ RE: Pronosed Lucas Store Unit
! ) “v/2 Sectlon 14, a1l of
: - Sections 13 and 22, E/2NW/4,
| SU/LNE/Y, N/28u/L, SH/ASW/4
» ' Section 23 and S/2 Section 24,

- : T17S R28E, Eddy County,
! i New ilexico, containing 2070

' ~ acres, more or less. (See
-Exhibit "a") '

" Gentlemen:

neference is made to ovur letver of Hay 6, 19
unit in the captioned area covering a slignt
you provably all know the IRS 77-176 ruling e out on M2y G, 1977.

We did not pursue this prospect until mcst of the major owners had de-
clded how t9o avoild the addlitional taxes that could be assessed undar

the terms of the ruling on.farmout dezls such as we had propossed. We

now believe -that the best thing to do is form a tax vartnership to cover
‘the tlme the interests are being earned. For those who nay not be famil-
iar with a tax partnersnip, we have prepared zan outline of what we think
the most important features are. This outline is attached as Exhidit "¢"

7{ in wnich we proposed a .
1y a@ifferent outline. As o
cam

o~ e B

R Ve G this Tavmaul oeons

[ o
—_- - Sl

a“d advised that
e by zaying their

on. Exxon adfised that
e, You will note that the
ge ncr does it 1n:1ud°

i W laAarra A ke o -
- .o Lm ¢ A L 31

Nearly all of the owners responded to our May 6
they would either farmout as requested or parti
share of the cost. Exxon was the largest e D
they would not join any unit with H.B.?. Acrzag
craag

3 1

r

present outline does not include Exxorn's zcr
Gulf's new lease coverinz the SE/U of Sanss
farmout from Exxon which does not invslve thei
throughout the unit.

L5
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Working Interest Owners the
Provosed Lucas Store Uni
Eddy County, New Mexico

Octover 21, 1977

in
.
)

Mark D. Wilson and the undersigned now resvectlully request a farmout
from the present lease owners, the "Ouners", <o test the Morrow in the
capsioned area, under the following terms and zonditions:

1. We propose to form 2 working interes: unit, the "Unit", covering
the captioned area, exceot the E/2SW/L of Sectizon 1L a: 2.125% interest
undsr the S/2 of Section 24, containing a totzl of 207 acres. Tﬂiu
area is outlined on Exhibit "A" of this letbter. e pror that the Uni
cover depth rights from 3,5CC feet to 10,8356 tized R1gnvs
This interval was selected due %o the depth
Conzinental in Section 22 and Pennzoil, et al
E/2SW/4 Section 14 is excluded from the Unit,
because it is unleased KGS minerals. It has that this
tract be offered for. leasing at the next KGS s tract shall bve
considered an area of mutual interest. If anyines i he Unit buys a
lease on this land then all other owners shall nave the option of taking
their proportionate share of the lease. The 2.125% 1nuerest under S/2
Section 24 is owned by Exxon. : '

[ 0

3

S;cv-on 24 The
in the outline

4%

.
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It is : Nt CWRSIrSHip Jf oh=E veq niz ks LS as
shown i You will note at all of the leases
except two, covering 80 acres, are H.B.P. You will lso note from the

exhibits that thers are tweniy one tracts ownsd by tvieniy eight different

. owners. t is believed all owners will agree that everyone nust eoonerete
. .in order to evenfvet a deep test drilled in this area.

. 2. Within 45 d ays after receipt of an aczentable, fully execubed o
N ~ operating agrsement, the "Agreement" and subjest to the availability of o
- :drilling equipment and pive, we will commence, or cause t¢o be conmenced,

‘ s t C the drilling of a Lesi well al a lawlul location in the 3%/4¥W/% of Sec-

tion 23, Township 17S South, Range 28 East, the "Initial Test Vell',

with the W/2 of Section 23 being the dedicated spacing unit. The Initial

Test Well will be drilled to a depth sufficient to venetrate 50 feet into

the Chester lMississippian Limestone, which depth is estimated to be 10,750
feet, to test the Morrow series of the Pennsylianian System, the "Objective
Depth". The Initial Test iell shall be drilled and completed at no cost

to the Owners.

v-
3. In the event the Initial Test Well is completad as a producer

from the Unitized Rignts, then we shall earn 211 27 the Oanor's interest
in these rights in the largest spacing unit assigned to the well by the
Mew Mexico Cil Conservation Cem”1551on, until za2iyout, subject to the :
Ownerfs revained overridinz royaliy hereinafter vrovided -or, plus 2n un- i
divided ons-half of Owner's interest in the Un’iized Rights in the rerzin- i
der of the Unit. During the vayout veriod of the Tnikis]l Test Wall. the %




To: Workinzg Interest Cwners in the
Prooosed Lucas Store Unit, -
Eddy County, New Mexic
October 21, 1977

Cuners shall retain their vroportionate par? s 2 toltal overriding royalty
of 1/3 of 8/3ths. Column 7 of Exhibit “3-27 snhows each Owner's share of
the retalned override assuming the W/2 of S=z2c¢tion 23, P18 R25E is :the
spacing unit of the Initial Test Well. AT payout of the Initial Test
Well, the Cuners shall have the option for 20 days aftar notics, to
convert to their proportionate part of onz-h2ll of the working interest
or continue witn their retained override The interest in the Unit (a)
at nresenu, (b) during the drilling ani p2yous Of the Tnitial Test Yell,
¢} in the remainder of the Unit Inigial Test Well afber pay-
ouu, assuming all Gwners convert s Interest and (4) Cuwnex's
retained overriding royalty during the pa2;23ui 32riosd are shown in Exhibit
"B-2" to this letter. The calculation of ths luner's present percentage
interest in the Unit is shown in Exhitit "3-1" to this letter. Since Unit
acreage only composes five-aights of the sTacing unit of the Initiazl Test
Well, assunming a gas well with 320 acre stacinz, all Unit interests will
be proportionately reduced to five-ei ts 07 The interests shown in

Exhibit "B-2" for the Initial Tes: We iz

4, As previously mentioned we have reguessted a farmout from Exxon

(D

covering their interest in sections 23 and 24. The requeSubd farmout
vrovides for a 90 day continuous develszment znd only the ovroductive wells
earn acreage. Since the Owners will only nave an interest under fiva-
eights of the spacing unit of the Initial Test ell, we will agres to give
the present owners an cptiosn t¢ particizatc in one-half o the Exxon farm-
out insofar as it covers the E/2 of Section 2% in acconrdance with their
after payout unit ownership as set out in Coli=n 5 of Exhibit "B-2"

'Tne Exxon acreage will be a 75% revenus interest with an optiosnal one-
half back-in after payous. We feel that £h3s 3is an atiraciive incentive
.since the Cwners can farmout on the wildecat and then decide if they want

to participate in an offset well,

5. The present burdens on the leases in The Unit vary from nothing
to 26.5%. In order for thz oroceeds {rom production to be distribubted
‘.\

equitably a beneficial interest distridui
En
[

izn 13 necessary, ne calcu-~
1at*on of all Ouwner's benefd b

s
izial 3dnterest is shoun in Exnidip "B-1" of

6. In the event production is esSabiished in the Unit, then all
TUuturs wWells5imil we delilled anaer tn2 Terms < 2 [flodel Torm Suerating
Agreement Form 610, previously designatad harain, the "Agreemans'. ©ha
Azresment shall provide that (2) ¥Wilson and 3ciing or our 2a3sizgns sp2ll
be the COverztor, {(b) a 200% non-consens venz2liy, (2) no preferential
right- to purchase, (d) individual tiilz 2cs3, ‘2) 211 Cuners shall have
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Working Intercst Owners in the
Pronosed Lucas Store Unig,
Eddy County, New iexico
October 21, 1977

the righu to take thelr sh

re of the production in kind, (f) a gas \
balancing agreement, and (z) 2 tax partnership. The charges in tha
accounting procedure and the terms of the Agreement shall be agreed upon

3

and the Agreement shall be executed by all varties prior to commenczement
of the Initial Test Well. The charges agreed upon in the accountinz pro-
cedure of the Agreement shall govern the charges against the first zro-
ducing well in the Unit during the drilling, completion and payout zzriod.

8. If mechanical or other difficulties render further drillinz of
Initial Test Well impractical, in our opinion, prior to the tims the
ial Test Well reaches the Objective Depth, then we shall have ¢
on for 30 days after the completion of ths Initizl Test Well %o
ence the drilling of another test well, the "Substitute Test Weil',
The Substitute Test Well, if drilled, shall be drilled at a lawful loca-
tion of our selection in th2 Unit, to the Objective Depth, under the
same terms, except a recalculation of the Owner's retained overridz may
be nscessary, to earn the same interests as herein provided for the
Initial Test Well.

~f

) : 9. In the event the Initial Test Well or Substitute Test Well, if
drilled, is completed as a dry hole, we shall earn nothing except tr2
option for Q0 days after the completion of the last of these wells, to
start another test well, che "Option Well". The Option Well, if drilled,
, shall be drilled at a location of our selection, to the ObJective Dedth,
. . under the same terms, except recalculation of Owner's retained royalsy,

’ to earn the same interest as herein provided for the Initial Test Well.

,{ . - Lo - A A Ea

10. If production is not obtained by any of the wellsépibvided £or
herein, then the Agreement shall terminate and we shall earn none of

-~

Owners® interest in the Unic.

Upon receipt of acceptance of our proposal from the Cwners, we will ore-
pare the Agreement which will also provide for the farmouts from eacn
Ownar and Torward it to all varties for their approval and execution.

=y =k

Respactfully réquested,

R=B/ow
enclosures
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MAILING LIST
LUCAS STORE UNIT

PENNZOIL. COMPANY

P, 0. Box 1828

Midland, Texas 79701
Attn: Mr. Cecil B. Fllis

INEXCO OIL COMPANY

1100 Milam Building,; Suite 1900
Houston, Texas 77002

Attn: Mr. Sam Reeves, Jr.

S. P. YATES
MARTIN YATES III
JOHN A. YATES

207 South 4th Street
Artesia, New Mexico 88210

CAttn: Mr. Jack McCaw

HAR Y E. YATES COMPANY -

Suite 1000, Security National

Bank Building

Roswell, New Mexico 88201
ttn:- Mr George Yates

'T:.wco on. COMPANY

1200 Lincoln Tower Building
Denver, Colorado 80203
Attn. Mr N. B. VEnus

\

RALPH LOWE INC.

' MARALO INC.

ERMA LOWE

2200 West Loop South
Suite 130

Houston, Texas 77027
Attn: Mr. John R. Burle

CONTINENTAL OIL CCMPANY
P. 0. Box 431

Midland, Texas 79701
Attn: Mr. Gary R. Bally

COWATCO OILS
8CO N. Richardson
Roswell, New Mexico 88201

NS, MANCY KING
P, 0. Box 385
Artesia, New Mexico 88210

WAINCCO, INC.
11CO Miian Bldg., Suite 600
Fouston, Texas 7002

SUPRQN ENERGY CORPORATION .
8350 North Central Expressway
Suite 1700

Dallas, Texas 752¢%

Attn: Mr. Frank Lawson

AZTEC OTT, & cAQ o0,
c/o Southland Royaluy Company
1160 W11l Towers West
Midland, Texas ?9701
ttn: Mr. George Mauzy

FANSON OIL CO.
BOX 1515

Roswell, New Mexico 88201
Attn: M" RePG':ar) S. erﬁni- )

MS. JONE JOHNSON
c/b Mr. Vigzo Boserup
2CL9 Century Park East -.
lo‘h Floor ’
Los Angeles, California 90067

HAROLD KERSEY
B T e I
K 3L0
Artesia, New Mexico 88210
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MATLING LIST
LUCAS STORE INIT

AMOCO PRODUCTION COMPANY
BOX{ 3092

Houston, Texas 77001

f Attn: Mr. Joe Durkee

GULF OIL CORPORATION

BOX 1150

Midland, Texas T9701

Attn: Mr. Robert E. Griffith

KINCAID & WATSON DRILLING CO.
VAN LANNING

LYNN LANNING

i Box 498

4 - Artesia, New Mexico 88210

i DURHAM DRILLING CC.

Drawer 273

Midland, Texas 79701

Attn: Mr. Lynn Durham

DALEVCQO, INC.
-P. 0. Box 2227 . .
_Roswell, New Msxico 88201

' 'LONNIE KEMPER _, | Gt
‘P:..0. Box 1105 ' ' ’ S A T
l 'iArtesia, New Mexico 88210 - ~ : ; SO

MS. JONELL R. GILMDRE
" P..0. Box 217
Artesia, New Mexico 8210

T'—m_
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LEAST OVINERSNIP AN

D INFORMATION IN THE LUCAS STORE UNIT, W/2. SECTION Ha» ALL OF SECTIONS 15 & 22, B/2Nu/h, SW/UNE/L,
SW/hSW/ Scetlon 23 and 3/2 SECTION 2/, T173 R28E, EDDY COUNTY,

EXHIBIT "B"

Page 1

j. N/28W/L
NIW MEXICO, CONDMAINING 2070 >cmmmb DEPTII RIGIITS FROM 3500 FER.

e i, = At o g - . T PR

TO 10896 FEET BELOW THE SURFACE -
TR. LEASE NO., OWNERS & OROS3  PFRCENT NET ACRFS = FXPIRATION PERCENT - PRRCENT PERCENT BURNENS PRROENT .
NO.  DESCRIPTION ACRES  INTEREST EACH DATE ROYALTY  BURDEN REVENUE - PLUS REVIINUE
(A1l T178 R28E) IN FACH OWNER & BURDFKS  RORNE BY INTERRST  REVENUR INTEREST
LEASF.  OUNER EACH BORNE DY INDIVIDUAT, 70 RAGH INTEREST ON 100%
EACH LEASE ALI: OWNERS JWNERS3 OWNTT FOR cosT :
e LFASE IN TRACT e TRACT. _BASIS
e 067759 .
See. 1h: Sw/usw/h Io.00 n.73.P,
{INCAID & WATSON _ o
DRILLING CO, 100.00000 116.¢0000 12.50009 -0- 87.50000 100,00000  87.50000
2. LC_0G8712 & A .
Sec. 14: NW/ASW/4, NW/4  200.00 H.B.P. {1) SRR
’ HANSON OIL CO. . 73.00000 150,02000 18.75000 ~0- 56.25000 75.000C0
HAROLD KERSEY ) 2'5.. 00000 50.,00000 6.25000 °  -0- 18.75000 75.000CC
TR. NO. 2 TOTALS 200.00° 100.00000 200 .00000 25.00000 -0- 75.00000 100.0C000 S
3. Sec. Ui E/28u/1 80.00 80.00000
(UNLEASED . : . L
FEDERAL KGS_LAND).... (We have Hoacoocmmsmwmc,drpﬁ tract be included inithe next KGS sale) L .
L pagy
Sec. 15: NU/4, Nu/MSW/4 L :
Sec., 23: SW/4UNE/Y 240.00 : , H.B.P. " " T ,
S. P. YATES bi.66667  100.00200 L ©.Ti29167 . -0- 34.,37500 82, 50000
HARVEY E. YATES CO. 41.66667  100.00000 L T.29167 . -0- 34,37%00 82.50000
MARTIN YATES IIT 8.33333 20.,00000 . T1il5833 0 .o- 6.87700 82.50000
JOIN A. YATES 8.33333 20.00000 . s .1.,48833 . ..0- 6.87500 82.,5:0000
" TR. NO., 4 TOTALS 240.007T00, 00000240, DOU00 ™~ R TT50000 T g 82 .50C00 TI00TH0IG0 sk
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‘mx:HmHe "B" .
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LEASE OWNERSHIP AND INFORMATION IN THE LUCAS STORE GZHB. E\m mHOHHOZ u: bbb OF mUABHOZQ 15 @ mv.

SU/AISW/I Scetion 23 and 9/2 SECTION 2, 'T17S R28E, EDDY aocze«b NEW 3waoo ooze>Hszo Uo\o ACRES,
TO 10896 FLL /1! BELOW e=m~m¢@m>nm=i.:;;gz_a;. .

e e e

mymo m

E/2NW/4 m.:\:zm\: ,
DI ﬁe:_mHo:e amoz 3500 FRET"

S N/2sw

.1 PRROENT

..... -

TR, LEASE NO,., OWNILRS & OROSS  PRWRCENTY NET ACRES . ,mwa=>eHoz,ywmuomzep..,, PERCTNT BURDENS - PRRCENT®
NO., DESCRIPPPION ACRES  INTEREST EACH " DATE . .:ROYALIY " :BURDEN RRVENUTE PLUS - RIVENUZ
(A1l T.7S R28R) IN FACH OWNER & DURDENS ¢ DORNE DY INTERRST BVENUR _,.Hzem:nme
LEAST  OWNER EACH "BORNE-BY = INDLVIDUAL 70 FACH INTEREST  ON 100
EACH LEASE - ALL OWNERS. . OWN'IRS OWNTR FOR COST .
—_ e e — e LEAST e _ IN TRACT e TOACT ____ _BASIS
.a, B-1969
N Sec.) 15: 8/28W/h 80.00 H.B.P,
b, B-2178 _
See. 15t NR/ASW/U 10,00 H.B.P. _ R |
PENHZOTIL GO, 5h.68750 65.62500 10.93750 . -0- %3, 75000 - 80.0000¢
WATINOCO, INC, 32.81250 39.37500 6.56250 -0~ 26.25000 80,00000 _
JUNE JOMNSON 12.50000 15.00200 2,50000 -0~ 10. 00000 80. ooooo
: TE. NO. 5 TOTALS 120,00 100.00000 120.00200 20.00000 -0~ 80.00000 10C.00000
6. NM 012 896 ‘
Sec. 15: NR/U -160.00 H.B.P;
Supron Enerpy . ! o
Corporation 30.00000 48.00000 3.75000 -0~ 26.25000 87.50000
AZTEC OIL & GAS CO, 20,00000 32.00000 2.50000 -0- 17 .50000 87.50000
PENNZOIL CO. 27.34375 43.75000 3.41797  -0- 23.92578 . 87.50000.
\/  WAINCCO, INC. 16.40625 26.,25000 1 2,05078 -0- 14.35807: .5002C°
JUNE JOHNSON 6.25000 1.0. 00000 .78125 -0~ 5.068675 : 87.50000
TR. NO, G TOTATS 160,00 100,.00000  160,00000 12.50000(2, -0- 87.50000 10C,00000 ;
T:  NM 080268 ‘ o _
: Sec. 157 SE/U . 160,00 : H.B.P. _
KINCAID & WATSON DRILLING CO, 26.66666 h2,66666 . - 3.33334 . 23.33332 87.50C00
DURHAM DRILLING CO. 16.66667 26.66667 oL .. 2,08333 " 1i,58434 87.50C00
| DALEVCO OILS 16.66667 26.66G67 o m., 2,08333 14,5853 87.50C00
COWATCO 5.00000 8.00000 LT 62500 It , 37500 87.50C00
JONELL R, GILMORE 7.50000 12.00000 . . 93750 6.56750 87.50C00
NANCY KING 2.50000 L, 000100 1250 m.Hmumo %N.Uoooo
LONNIE KEMPER 15.00000 24 ,00000 7500 13,12500 7,50000
" . VAN LANNING 5.00000 8,00000 . E 62500 '+.37500 87.50000
*«" - LYNN LANNING ) , 5.00000 8.00C00 .62500 + N,37500 87.50000
TR. NO. 7 TOTALS 160,00 100.00000 160.00C00 . Hm 50000 (% v 0- m\.a00uo 100, 00000

1 e




SW/hsu/u
T0_10896 1EET

oo s g - - — - —————

LEASE OWNERSHIIP AND INFORMATION IN THE LUCAS
Seetlon 23 and §/2

St me o et asiseen

STORE UNIT,
SECTION 24, T178 R28E,
BELOY THE SURFACE

" —

EXHIBIT, "g"

e L YD U

e RN

W/2 SIECTION 14; ALL OF:§

e

10 ket gt G,

EDDY COUNTY, NEW MEXICO," CON

)

G
TAIN

<

TIONS 15 & 22, ©/zmw/l,
ING 2070 ACRES, DIpe

Page 3,

SWANE N/28w/l

I RIGITS FROM 3500 FRET

© PTRCENT

REVENUE
THTEREST

OoN 100% -

cosT
BASIS

e e s S e Bl

TR, LEAST NO., OWNERS & aROSS  PRRCENT NET ACRFS  EXPIRATION: PELCENT "1 PRRCENT PERCENT BURDENS
NO. DESCRIPT'ION ACRTS  INTRERLS BACH . DATE  ROYALTY " " i BURDEN REVEN S PLUS
. (A1l T178 R28R) IN FACH OWNER - & BURDENS . BORNE BY INTERTST  REVENUR
LEASE  OWNER EACIH “BORNE BY 10 INDIVIDUAT, 70 RAS INTEREST
EACH LEASE 7 ALL: OWNERS . OWNERS OWNTR F'OR
— e __IVASE . _ IN TRACT i . ___TRACT
M.wo H.L;lu.wﬁ.w t
. Sec. 22: SE/USH/U4 40,00 H.B.P. :
TENNECO 0IL CO, 50, 00000 20.00000 5.,25000 -0~ 13,75000
CONTINENTAL OIL CO. 50.00000 20.00000 5.25000 -0- 13.75000
TR. NO, 8§ TOTAL 40,00 100.00000 0, 00000 12 ,50000 -0- 87.50000  100.C0000
9, a. Bz1969
Sec. 22: NE/WNw/L ho,00 H.B.P, -0~
b. B-1111
Sec. 22: NW/UNE/U 40.00 H.B.P. 25.,00000 -0- 75.000C0
GULF 0IL CORPORATION oU.00 100, 00000 80.00000 25.00000 (3) -~0O- 75.000C0  100.00000.
. 2029 !
10. Scc. 22: SE/MSE/N 110,00 . H.B,P,
GULF OIL CORPORATION 100,00000  40.00000 | 15.50000 (4) -0- 8h.500C0  100.00000
. " a, B-1111 S _
Sec. 22: Sw/lsw/4 40,00 H.B.F.
b. B-1969 R i
Sec. 22: SW/UNW/4 40,00 H.B.P, Sy ‘
ANOCO PRODUCTION CO, 75.00000 60,0000 - +7'19.87500.° . 9:37500 (5) 55,12500
 CCNTINENTAL OIL CO. 25.,00000 20.0000C 6.62500 '3.12500 +18.3750)
4 TR. NO, 11 TOTAL 80.00 100.00000 80.0000C 73.5000)

26.50000(5)

100, 00000

87.50000

87.50000 .

75.00000+ .

8450000

7350000
73.50000




LEASE OWNERSHIP AND INFORMATION IN THE I,
SU/Aisw/l Scatlon 23 and S

/2 SECTION 24,

ExpInir "pt oo

UCAS STORE UNIT, w4

SECTION 14, ALL OF SECTIONS 15 & 22, 1/284/1,

-Page :.,_ R
SU/NE/N,  N/2svi/

o

TENNECO OIL CO.

100.00000 40.00000

21.87500 -0-

ol

73..2500  10C.CO000

. _T0 10895 FEET noLoW THE SURFACH ,E 7S R28E, EDDY COUNTY, NEW fﬁao#no_ﬁ?ﬁﬁzo 2070 ACRES, DEPTH RIGHTS FROM 3500 I'EET
TR, LEASE WO., OWNERS & QROSS  PRRCENT NET ACRFS . EXPIRATION:|PERCENT . PRRCENT PET CTNT BURDENS ,*i PRRCENT
NO., DESCRIPTION ACRES  INTEREST EACH .+ DATE . 4 ROYALTY i BUFDEN REVENUE PLUS . " REVENUE

(A1l T17S R28E) IN EACH OVINER - & DURDFNS BOFNE DY  INIERFST = REVENUE - INTEEEST

LEASF.  OWNER EAC ;.- BORNE BY " ' INTIVIDUAL TO FACH INTEREST © ON 1C0%

EACH LEASE - ALL OWNERS - OWNERS OWNER FOR . COST . '

e iz wre e e JAS E IN.TRACT e e o _TRACT . i BASTS Y o
12.7a, B-111). , SRS

W Sec. 22: SE/LNu/L

NE/UNE /i 80.00 H.B,P,

b. B-1969 -

Sec, 22: N/2SE/U 80,00 H.B.P, : o

AMOCO PRODUCTION CO. 75.00000 120,00000 : 19.87500 ~0- 55.12500 . T73.500007"

CONTINENTAL OIL CO, 25.00000  40,00000 6.62500 -0~ 18.37500 . 73.50000 -
TR. NO. 12 TOTALS 160.00 100.00000 160.00000 26,50000 (7)-0- 73.55000  100.000C0 S

13. a. B-1969 :
See, 22: SW/USE/i 40,00 H.B.P,
b. 636 |
Sec. 22: NW/4SW/Y 0,00 M.B.P,
AMOCO PRODUCTION CO. 50.00000  40,00000 . . 12,50000 6.25000(6) 37.55000 75 .00000
CONTINENTAL CIL CO, 50.00000  40.,00000 12,50000 6.,25000 37.52C00 75, 000007
f\. TR. NO. 13 TOTALS 80.00 100,00000 80,00000 25.00000 (&) 75.05000  100.000CO
14, a. B-1969 . :
. Sec. 22: NW/4Nw/4 : ; 3 3
NE/4Sw/l 80.00 ‘H.B.P. ,
b. B-1111
Sec. 22: S/2NE/4 80.00 H.B.P. _ . . ,
"AMOCO PRODUCTION CO, 50.00000 80.00000 - 12.50000 .  -0- 37.52000 7% . 00000
CONTINENTAL OIL CO, : _50.00000 80.00000 12.50000 ~  -0- 37.52000 75.00000.
TR. FO, 14 TOTALS 160,00 100,00000  160.00000 25,00000 (¢) -O- 75.03000  100,00000
15, LRk . L
) Sec. 23: Sw/48u/4 Le,00 . H.B.P,

73.12500




%m.
NO.,

17.

ICTION 24,

LEAST CWNERSHIP AND INT oz:>sHoz IN THE LUCAS STORI:
. 8W/USY/U Seetlon 23 and S/2 8

T0 Homom FEET BELOW THE SURI'ACE

ls.‘.d.!ln.)ll ~

TR

EXHIBIT "B"

T mmmiel 6 Gmlee e s pisaf e e 1 e

UNIT, 11/
T1'7/S R28LE, EDDY COUNTY,

SECTION

b e gt s e

PEP AL S Uik oM e S e b ] P S ) B 1 4 e et s 4 Syem B S5 T e o e

14, ALL OF. SECTIONS 15
NEW zwxuao oozeszuzm 2070 ACRES, DEPTII R

& 22,

/2N /N

Page 5.

SW/UNE/M,
[GIITS FROM 3300 FEERT

CN/28% /N,

LEASR zc.. OUNERS & arROSS  PRRCENT NL'T ACRES mwa:>eyoz PERCENT PTRCENT PiRCENI BURDENS PRRCENT
DESCRIPTION ACRES  INTEREST ErCH DATE ROYAT,TY BURDEN RN PLUS NEVENUE
(A1l P17S R28R) IN BEACH OWNER & DURDEN3  DORNR BY TUTRRTST  REVENUR INTER
LEAST  OWHER EACH DORNE DY INDIVIDUAT, 70 TACIH TNTEREST  CI 1.0CY
BACKH LEASE ALT. OWNERS OWNERS OVNTR I'OR cosn
OSSR £ 17119 — - TN_TRACT i e e e BRAGT DASIS
1.-2762 ’ | -
Sec. 23: NW/hsw/u 40,00 15-79
PENNZQII, COMPANY 50,00000 20.C0000 6,25000 3.5(5250 10,18750 80.37500
INEXCO OIL CO. 50.00000  20.€0000 6.25000 -0 N3.75200 87.50000
TR. NO. 16 TOTALS 410,00 100.00000 L0.c0000 12,50000 3.506250 83.93750 100, 00000
NM_01510
Sec. E/2Nu/N,
NE/ILSV /. 120.00 H.B,P,
. PENNZOXL COMPANY 50,00000  60.00000 “ 6.25000 3.56250 1018750 80,37 boo
INEXCO OIL CO, 50.00000  60,00000 6.25000 -0- N3.75000 87.50000
TR. NO.17 TOTALS 120,00 100,00000 120,00000 12.50000 3,5(250 83.93'50  100.00000
B-6251 (10) : .
Secc. 2i: SE/4 160.00 : H.B.P, . _ . _
PENNZOIL COMPANY 50.00000  80.00000 R 12.50000 - 1.,00000 365.50000 73. 05000
INEXCO OIL COMPANY 42.,18750 67.59000 10.54688 - 31.6L062 75.0C000
M. RALPH LOWE, INC. .56250 2.,50000 C 55062 1.17:.68 75,0C000
ERMA LOWE .78125 1.255000 19531 L5880l 75.0C000"
_ MARALO, INC. 18125 1.25000 .19531 .. .58 gl 75,00000
TENNECO OIL COMPANY .78120 1.25000 +31953L .58t &9 75.00006 -
aozequze>w 0IL CO, .78130 1.25000 .19532 .58 ¢8 7%5.00000
‘TR, NO. 18 TOTALS 160,00 co.mﬂuo% “155 00000 Ns;myuﬂv TL.65(25 90, 87500
; 11 o T

ey

i R ek -

IS SRS PR SN 7 SN 8§ NN |



R

Bw.
NO.

ey e #4 t _$4a b ot St————— bt Smmu e

19.

LEAST OWNERSIIIP AND INFORM
SW/hSi/i Scctlon 23

ATION IN THE LUCAS STORE U

TO 10896 JEET BELOW THE SURFACE

LEASY NO., OWNERS &
DIESCRIPTION
(All T17S R28E)

e . e

B-5862 (10
mmmJlmy; zm\:ms\r
PENNZOIL COMPANY
INEXCO OIL COMPANY
M. RALPH LOWE, INC,
ERMA LOVE

MARALD, INC,
TENNECO OIL COMPANY

CONTINENTAL OIL COMPANY

TR, NO.19 TOTALS

L-2762 Awow

Sec. 24: Nw/lUsSw/4
PENNZOIL COMPANY
INEXCC OIL COMPANY
M. RALPH LOWE, INC.
ERMA LOWE

MARALO, INC,
TENNECO CIL COMPANY

CONTINENTAL OIL COMPANY

TR.. NO. 20 TOTALS

mx:HmHe "B

Page 6

o:\sz.\gr

(11)

3

4.,58000

, NIT sxm mnaeHoz H; ALL Oﬂ mnoaHozo 15 & 22, ﬁ\vzz\: Z\mzz\w
and S/2 SECTION 24, T17S R20E, EDDY COUNTY, NEW zuxHJo“ ooza>H2st 2070 ACRES, DEPTH RIGHTS FROM 3500 FEET

(GROSS  PRRCENT NET ACRRES ;mmem>eHoz ummomze . PTRCENT FERCENT . ‘BURDENS . mqumzev

ACRRS  INTEREST EACH ' DATE "ROYALTY nt_w:mcmz REVENUT PLUS ~ REVENUE

IN EACH OWNER . & BURDENS BCRNE BY INTEREST  REVENUR INTEREST

LEAST,  OWNER EACH BORNE BY INDIVIDUAL 7O FACH INTEREST ON 100%
EACH LIASE ALI, OUNEFS OWNERS O'WNER FOR CosT

__LEASE TN _TRACT e TRACT BASIS

40,00 .H.B.P, : Y
50, 00000 20,00000 12.10937 1.00020 36.89063 73.78125
b2,18750 16.87500 10.21729 31.97021 75.78125

1.56250 .62500 LE7841 1.18409 75.78125%
.78125 .31250 .18921 . .5920U 75.78125
.78125 .31250 .18921 - .59200 75.78125
.78120 .31250 18921 .59199 75.78125
.78130 .31250 | .18921 59209 75.78125
40.00  96.8750 . 38.75000 23.46191 " - 1.000CO 7241209 96.87 :
(11)

40,00 4-15-79 . RIS i
50.00000 20.00000 : 6.25000° . 4,58000 39.17000 78 ﬁooo,
42,18750 16.87500 5.273u44 - 36.,91406 mq.aopoo

1.56250 62500 »19531 1.36719 .87.50000
.78125 .31250 »C9765 - .68360 - 87.50000
.78125 31250 . C9765 68360 87.50000.
.78120" .31250 Y. .09766 681354 87 .50000
.78130 .31250 . 09766 .68164 87.50000
40.00 96,87500 38,75000 i2.10937. 80718553 96.87500




nszuHe M

hﬁ»mn OWNERSHIP AND HZﬁowz>eHoz IN THE LUCAS meomm czHeb e\m mnosHoz u: ALL oq;mmozHozm 15 & umb \Jz:\f m:ysv:<sy Z\MM:

\ —m.f \ \A\ 0 w ﬁ,~ M\ \ [} - I

[Syp— e . PYIE AP -
- -y g PPV - v - e s uieg e - -
. - t . drn - P - -
——a . wia

mw“ wmwmmemeEOerwv & a:omu wqmwmmﬁ mna ACRTS | mwam>eHoz mﬁmo_le - w;zomza m@:mnzﬁ BURDENS wn:mmzw,
1 . ACREES  INTEREST FACH DATE ROYALTY BURDEN REVIRMUTS, PLUS REVENUT
(ALL T17S R231) I FACH OWNER _ . & DURDENS - DBORNE DY INTERRST  REVENUR  INTEREAT
LEASYE  OWNER EACH _ BORNT BY INDIVIDUAT, 70 TrCH INUEREST  ON 100¢
EACH LEASE . _ ALT, QUNERS OWNERS OWNT! FOR cost
e _LEASE _ - L IN _TRACT e e TRACT BASIS
A E-oh3h - (10) _
N~ Ecc. 2h: S/23W/L 80.00 _ H.B.P.
EENNZOIL COMPANY 50.00000 110, 00C00 6.25000 4,58000 39.17000 78.34000
INEXCO 'OIL COMPANY ‘ 42,18750 33.75000 © 55,2734 36.91006 87.50000
M. RALTII LOWE, INC, 1.56250 1.25000 . 19531 1.30719 87.50000 ,.
ERMA LOWT L1010 G2 Voo 09765 LGE3G0 _ 87.50000
MARALO, INC, 78125 .qm. .09765 .6636G0 87.50000
TENNECO OIL COMPANY 78120 .mmmoo 09766 G835 87.50000
CONTINENTAL OIL COMPANY .78130 .62500 .09766 LGB36GH 87.50000
~TR, NO. 21 TOTALS 80.00 oo.mﬁwoov 77 .50000 12.10937 A.58000 - 80,1663 96.87500 .
: 1.2 . 3 ,
Unilt Sub-Total 2160.00
1.cas unlecased 80.00
Unit Total 2080,00 2070.00000

(1) The lease also covers the NW/4 of Section 14, The lease has two shallow wells on . if. It is mcGQOOﬂ to the following
override on oll when the average daily production per well on a monthly basis is O - 15 BOPD, 3% of 8/8ths, 15-50 BOPD, 5% of m\w¢~
and over 50 BOPD, 12 1/2% of 8/8ths, The override on gas 1s 5% of 8/8ths when the.production is from above 3000 feet and 12 1/2% of
8/8tnhs when production 1s from below 3000 feet, A 12 1/2% of m\we:m override was assumed for this schedule.

va Schedule "B" Gov. Royalty. Rate assumed to be Hm 5% for this mo:macpm.

(3) zm\522\$ & NU/UNE/L Sec. 22 is subJect to the remainder of a production ﬁgwamua in the origlnal amouat of $1,000.00 payable
ou of 12 1/2% of 8/8ths. These lands are also subjJect to a production payment in-: c:m mSOcsa of ﬁm 000.03 payable out of 3% of

.§/Bths whick becores effective when the $4t,000.,00 productlon payment 18 retired,.. . i

A$Vf This tract in subjeet to a production payment in the amount of $12 ooo 00 u:%mdwo out ow 3% of 8/8ths,

T f” ’ ’ . ~




—

: , .w;”071< f., Page 8.
EXHIBIT "B" e oraee v

L mres e e S - PP —

(5) e:ouo landa are a:c_oqp to the ﬂo;:_:gou of A production payment in the original msocsa mw %w:m oo: oo n:<wd~o out om
12 1/2% of 8/8thz plus an overriding royalty equal to 2% of the n2t revenue »:amumma. “Under present conditions the override

1s 1.5%.

Amvesomopﬁsaumwocwgoonco m.vﬁom:oﬂ_os vp<3m:dusajm m&oc:n.on ﬁmw:ooooo ﬁm%udpm ozeOthH\mowm\wcsmszcy_
becomes cffectlive when the production payment described under Note No. 5 pays o*h.“ RS : , :

) These lands are subject to a production payment in the amount of $260,000. 00 payable out of 12.5% of m\majm @Hzm an
-erride egual to 2% of the net revenue interest. Under present . o:m»a»o:a the o<mwwpao is 1.5%. :

8) These landas are subjeect to the productilon payment described in Note No. 5. They are not subject to the overrlide described

(7
N
(

n Nokte No. H.

{9) fThese lands are subject to the production payment described In Note No. 7. They are not subject to the override ammodwdmm_

in Nol:e No. 7.

(10) Depth rights from 2300 feet to 10896 fect ucduood to working interest unit under terms of operatiny agreement dated
November 9, 1970 as amended by agrecment dated February 8, 1971, Pennzoll Company, okumwow.

(11) Exxon's 3,125% intercst, total of 10 acres, under s/2 Sectlon 2l 13 not mccumoa to the unit. Total acres subject to
Unit ig 2070.




» BXUIDIT ._u.n_.._.___ , Page L,

. o>vacv>andz OF PERCENT OWNERSHIP AND BENEFICIAL INTEREST IN THE LUCAS STORE czﬂa» W/2 S8CTION 14, ALL OF mmoﬂaozmlwm and 22,
E/2Nw/lI, SW/MNE/B, N/2Svu/h, Sw/UswW/4 SECTION 24 and 3/2 Section 24, TLTS mmmm. EDDY COUNTY, NEW ME(ICO, CONTAINING 2070 ACRES.

OWNERS TRACT NET PERCENT ~ PERCENT -  BENDFICIAL  PIRCENT
NO. ACRES OWNER- " ROYALTY ACRI:S BINEFICIAL
EACH SHIP IN PLUS - EACH INTEREST
" OWNER - UNIT BURDEN '~ OWNFR Iif UNIT
ON 100%
OWNER-~
SHIP ,
BASIS —
-~/
PENNZOIL CO, _ 5 a&d 65,62500 20.00000 5% . 50000 .
6 7 13,75000 - 12,50000 3¢.28125 o
16 20.00000 . 19.62500 1€.07500
17 60.,00000 19.62%00 hE 22500
18 80.00000 27.00000 5E..40000
19 20,00000 - 26,21875 - 10, 75625
20 20, 00000 o 21,66000 .- 15 .66800
21 10, 00000 21..66000 31.33600 _
PENNZOIL TOTAL _ 349,37500 - 10.08/802 : 278 .21150 TETTITEY
\./ - AMOCO PRODUCTION CO. _ 11 60,00000 - ©26,50000 - 14,10000
‘ - 12 120,00000 : o 26.50000 = 8£.20000
13 - 40,00000 _ .25,00000 . 3C.,00000°
IR 14 80.,00000 o 25,00000 &  6C,00000
ol AMOGO TOTAL ‘ 300, 00000 14.h%275 . - . 222730000 L3510

A YA L S AT 1




~

\

PERCENT

“EXNINIT "D-1"

" GALCULATION OF PERCENT OWNERSHIP AND BENEFICIAL INTEREST IN THE LUCAS

‘Page 2. 0

. STORE ‘UNIT,%W,/2 SECTION 14, ALL OF SECTIONS 15 and 22,
5/200/0, SU/INE/U, N/28u/l, swW/hsv/l SEOTION 2 and §/2 Scetlon 24, T1TS R28W, EDDY COUNTY, NEW MEXICO, CONTAINING: 2070 AGRES .

N

OWNERS TRACT NET PERGENT .~ BENEFICIAL  PERCENT
NO.  ACHES OWNER~ ROYALTY .  ACRES BENEFICIAL
BACH “SHIP IN PLUS o BAGH INTEERST
OWNER UNIT | BURDEN -~ OWNER IN UNIT
ON 100%
OWNER~
anrp
BASIS R—
GULF OIl, CORPORATION L _ - B
9a&lb  80.00000 215 .00000 60.00000 .
10 140,00000 15.,50000 33.80000 S
QULF TOTAL 120.00000 5.79710 93.£0000 5.70529 BT
_ . S
INEXCO OIL CO. 16 20.00000 12.50000 17.50000 o
. 17 60.00000 12,50000 52.,50000
18 67.50000 25.,00000 50,€2500 W
19 16.87500 2i4+,21875 12.73808 )
20 16.,87500 1:2,50000 14.76563
21 33.75000 _ __ 12,50000 29.53125 _
INEXCO TOTAL 215.,00000 10,38647 177.70936 10.80903
CONTINENTAL OIL CO. 8 . 20,00000 12.50000 17.50000 Lo
: 11 20.00000 26,50000 14,70000 e
12 40,00000 2i5,50000 - 29.i0000 :
13 40,00000 25,00000 30.00000
14 80.00000 25,00000 60,0000
18 1.25000 25.00000 . 93750
19 .31250 2l 21875 . 23682
20 .31250 12,50000 27343 ﬂ
21 .62500 | . 12.50000 . 54688 . ’
CONTINENTAL TOTAL 202.50000 9.78261; ©. . 153.59463 g, 3l22L
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| EXHIDIT "D-1" Page 3.

‘CALCULATION OF PERCENT OWNERSHIP AND BENEFICIAL INTEREST IN THE LUCAS STORE UNIT, W/2- SECTION 14, ALL OF SECTIONS 1% and 22,
E/2NW/M, Su/MNE/h, N/2sv/h, 8v/Usw/h SECTION 24 and S/2 Seetion 24, TL7S R28E, EDDY COUMNTY, NEW MEXICO, CONTAINING 2070 ACRES .,

W

 BENET CIAL

~ OWNERS TRACT . NET PERCENT PERCENT PERCENT e
‘ ‘ NO. ACRES OWNER - ROYALTY. ~ - ACRES3 DENEFLCIAL ol
_ FACH - 8HIP IN PLUS e AACH TNIEREST o
OWNER UNIT BURDEN" OWNER IN UNIT
ON 1.00%
OWNER-~
SHIP
BASIS .
“~ S, P. YATES M 109, 00000 R e 17 /50000 82. 50000 - .
S. P. YATES TOTAL 100,00000 . 83092 82.350000 5.01798
HARVEY E. YATES CO. I 100. 00000 17.50000 82. 50000
HARVEY E, YATES TOTAL 100.00000 4,83092 . 82. 50000 5.01798
 KINCAID & WATSON DRILLING CO. 1 40, 00000 25.00000 30.20000
7 L2 .66666 12.50000 37.33333
82.66666 3.99356 67.33333 . 0gR1E
WAINOCO, INC. 5 a&b 39.37500 : 20.00000 31.'50000
“ 6 26.25000 , ©12.50000 22.6875
WAINOCO TCTAL 65.62500 3.17029 54,6875 3.3130%
\.s  TENNECO OIL CO. 8 20.00000 12.50000 17.'30000
) : 15 40, 00000 21.87500 31.:25000
18 1.25000 25.00000. .93750
19 .31250 . 24,21875 .123682
20 .31250 12.50000 27343 :
21 .62500 : 12.50000 .54688
TENHECO OIL TOTAL 62.50000 3.01932° . 50.74463 3.08649
Supron Energy Corp. 6 48,00000 SR 12,50000° 42,120000 o
Supron Total 48,00000 2.31884° 52,0000 2.550C61."

A R




OWNERS TRACT NET mﬁzoﬂze PERCENT - BINEFICIAT,  PRRCENT
NO. ACRES OWNER- mox>vam. . ACRES BENEFICIAL
FACT . SIIP IN PLUS " MiIRACH INTEREST
OWNER UNIT BURDEN y_ﬁoszmm IN UNIT
ON uooa
OWNER-
SHIP
BASIS
© AZTLEC OIL & GAS CO. 6 32, 00000 - o 12 ,50000 _23.00000 ,
AZTEC TOTAL 32.00000 1.58589 23,00000 1.70307
HANSON 0OIL CO. 2 150.00000 25.00000 11:2,50000
HANSON TOTAL T50.00000 7. 20630 . TI3T50000 G.a0270
DURHAM DRILLING CO, 7 26 .66667 12.,50000 _23.33333
DURHAM TOTAL 26,66667 1.20025 3.33333 1.51923
DALEVCO, INC, A 26 .,66667 .12.50000. _2%4.33333 .
DALEVCO TOTAL 26.66667 1.28025" 1.33333 V1923
JUNE JOHNSON 5 a &b 15.0C000 20.00000 - 122, 00000
6 10.00000 17.50000 - 8.25000
JOHNSON TOTAL 25,00000 1,20773% : 200,25000 1.23169
LONNIE KEMPER 7 24, 00000 : ©12.50000 2:.,N0000
KEMPER TOTAL : 2L, 00000 1.165952 . - 2...00000 1.27730
MARTIN YATES III Y 20.00000 _ 17 .50000 16, 50000
MARTIN YATES TOTAL 20,00000 .96618 - = 16.50000, 1.00360
JOHN A, YATES | 4 20.00000 17 .50000 1.6.50000
JOHN A. YATES TOTAL 20.00000 .96618. , 16,50000 1.00360

mx:H:He :m:.:
1

Page :

T

CALCULATION OF PERCENT oszuxmmHa AND BENEFICIAL INTENEST Hz THE LUCAS' STORE cZanas\m SECTION 14, ALL OF maoeHo?m Hm ;:m nmu,
E/2nvi/b, SW/ANE/M, N/28w/h, 8w/ligu/h SECTION 24 and /2 Section 24 apqm :mmm~ nuga CCUNTY, NEW MEXICO, qoze>quza mo~o >omno.

AT
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CALCULATION OF PERCENT OWNERSHIP AND BENEFICIAL HZHHmhme Hz BIH Hdo>@ STORE CZHH. Z\M mmoeHoz 14, ALL CF mmanHozm Hm m:m mm

E/2Nv/4, Sw/UNE/Y, N/2Sv/4, sw/bou/b SECTION 24 and 8/2 moowhos ush_awqm R28E;* EDDY COUNTY, NEW MEXICO, CONTAINING wOQO \CR: m._

nszmHe :w wz.

mgﬂo.m.

Y

A AP gy <t e X 4 e

OWNERS TRACT  NET PERCENT PERCENT . DINEFICIAL  PERCENT :
NO, ACRES OWNER~- ' ROYALTY - ACRES BENETICIAL o
FACH ' SHIP IN rLus E/CH INTERRST . h
OQWNER UNIY BURDEN OVINER IN UNIT
ON 100%. :
OWNER-
SHIP
BASIS o
JONELL, R. GILMORE 7 12.00000 o = 12,50000 ©.0.50000 S UL R NI Y
GILIMORE TOTAL 12.00000 57971 72.0.50000 6386h7
HAROLD KERSEY 2 _50.00000 : 25,00000  _ 7.50000
KERSEY TOTAL 50.00000 2.41546 7.50000 28090
VAN LAKNNING 7 8.00000 12,50000  __ 7.00000
VAN LANNING TOTAL 8.00000 38617 7.00000 42576 . g
LYNN LANNING 7 8.00000 12,50000  __7.00000 |
LANNING TOTAL 3.00000 38617 7.00000 2576
COWATCC 8 8.00000 12,50000  _ 7.00000 )
COWATCO TOTAL 8.00000 .38647 7.00000 L U2576
. »M. RALPE LOWE, INC, 18 '2.50000 | ©25.00000 "+ 1,87500
19 .62500 24 ,21875 47363
20 .62500 12.50000 54688
51 1.25000 w 12,50000. ! . _ 1.09375
M. RALPH LOWE TOTAL . 5.00000 24156 e 3.98926 .2ho6h
ERMA LOWE 18 1.25000 . 25.00000 .93750"
19 .31250 2h.21875 .23682
20 .31250 - 12,50C00 - 27343
21 .62500 12,50000 540688
ERMA LOWE TOTAL 2.50000 .12077. 1.99463 12132




\

CALCULATION OF PERCENT OWNERSHIP AND BENEIFICIAL INTEREST IN THE
E/2NW/, SW/ANE/N, N/28w/h, Sv/MSwW/i SEC'PION 24 and 5/2 Bection

~EXHIDIT "B~1".

Page 6. .

LUCAS HTORE UNIT,. %/ SECTION 14, ALL OF SECTIONS 15 and 22,
24, 1178 R28E, EDDY COUNTY, NEW MEXICO, CONTAINING 2070 ACRES.

OVNERS TRACT  NET PERCENT PERCENT . ' BENEFICIAL  PERCENT
NO, ACRES OWNER- ROYALTY - . ACRES DENEFICIAL
EACH SHIP IN PLUS . EACH INTEREST
OWNER UNIT BURDEN OWNER IN UNIT
ON 100% | ‘
OWNER-
SHIP
.___DASIS
MARALO, INC, 18 1.25000 25,00000 . 93750
19 .31250 24 ,21875 .23682
20 .31250 12.50000 27343
21 .62500 - 12.50000 51688 .
MARALO TOTAL 2.50000 12077 1.99063 12132
NANCY KING 7 44, 00000 . 12.50000 3.50000
KING TOTAL I, 00000 -.19324 3. 50000 21289
TOTAL SUBJECT TO UNIT 2070.,00000 100. 00000 1ELH, 08798 100.0000C
_ ,
. UNLEASED GOV, KGS LANDS 80.00000 |
Exxon's 3.125% Int. under S/2 24 .~ 10,,00000
TOTAL IN UNIT OUTLINE 2160. 00000

LS
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Conbributlons fov
Ddlial est Well

EXHIDIT "pB-2"

Inditial Test Well
UnizLl Payout

Subgequent Wells and
Initial Teot Well

AfLer Payoul

Page 1

CSHOVING THUERESTS COMTIRINUPER, PERCENPAGE SUARE OF COSTS AND PRODUCTION FROM INITIAL ppsT WELL, UNPIL PAYOUD, PERCENTAGE SHART O
COSTS AUD PRODUCTION IFhetl IHITIAL TEST WELL AFIER PAYOUT, AND ALL SUBSEQUENT WELLS AND OVWMER'S RETAINED OVERRIDING ROYATAY DURING
TUE FAYOUT PERTGD TH THE LUCAS STOKE ONIT, T17S R28E, CONTAINING 2070 ACRES.

1mﬁse3c Cwnexy

Retained Overvldh
RNoyalty UntCil Pny
of Tlrst Producin

OWNLRS Coliunn L Colunn 2 . Costs " Production Coats Production Well
Percont Percent -Column 3 Column: 4 Column 5 mbH~E:MMM;1 Column 7
owner- Beneficial Percent Percent Percent Percent )
ship Interest Costs Berefilclal Coats Benellelal

- Interest Interest (1)

PENNZOIL COMPANY v 15.87802  16.74129 -0- -0- 8.139010 8.370645 .80306

AMOCO PRODUCTION CO. Q1. 49275 13.52118 -0~ -0- 7.206375 6.760590 .6h8r9g

QULF 0IL CORPORATION' «»©5,79710 5.70529 -0~ -0- 2.898550 2.852605 27368

"INEXCO OIL CO., ¢ 10.386h7  10.£0903 -0~ “Q- 5.193235 5104515 51850 :

CONTINENTAL OIL CO, vo9.78261 9.30234 -0- -0~ 4 ,891305 h.Grr120 L8k

S. P. YATES ¥ 1.83092 5.,01798 -0- -0~ 2115460 2.508090 L2hoL

HARVEY E. YATES CO. v 11,.83092 5.,01798 -0~ -0- 2. 116460 2.508990 L2107

KINCAID % WATSON DRILLING CCY3.99356 . #.09548 -0~ ~0- 1.996780 2.oll77h0 19616

WAINOCO, INC, ¢ 3.17029 3.31301 -0~ ~0- 1.585145 1.656505 . 15892

" TENNECO QIL CO. ©©3.01932 3.08649 -0~ -0~ 1.509660 1.5032h5 . L1806

SUPRON ENERGY

CORPORATION ¢ 2.31884 55461 -0~ ~0- 1.159420 1.277305 L1225

‘Nai’ AZTEC OIL & GAS CO, ¥ 1.54589 1.70307 -0- ~0- LTT29U5 .851535 .08169
HANSON OIL CO. % 7.20638 6.84270 -0- ~Q- 3.623190 3.421350 .32821
DURHAM DRILLING CO, ¢ 1.28825 1.41923 -0- ~Q- Ghhan .700615 L0606

- DALEVCO, INC. ¢ 1.28825 1.41923 -0~ -0~ L .6uh.25 . 709615 . 06808

* JUNE JOHNSON 3 1.20773 1.23169 ~0- -0~ .603865 615815 . 05908

~ LONNIE KEMPER ¢ 1.15942 1.27730 ~0--. -0~ 579710 638650 L0612y

MARTIN YATES IIX ¢ 96618 1.00360 -0~ -0~ LA83090 .501.800 olRRE

JOHN A, YATES § +96618 1.00360 ~0- -0- . 483090 501800 .OU81L

JONELL R, GILMORE ¢ 57971 63865 - .289855 .318325 .03063

ammm-ry
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PAYOU'D PERIOD IN P18 LUCAS

,.“;L..

STORE

UNIT,

Ux:HmHe "p~2!

Initlal Test vell

Subaecquant YWells and

mmAu . [

::ogpze TYPENESTS CONTRIMUTED, PERCENTAGE SHARE OF COSTS AND PRODUCTICN FROM HzHeH>L TEST zmvwb UNTIL PAYOUT, . PERCENTAGE SUARE GF

OSTS AND VRODUCTETON FROM IMIPTAL PEST WELL AVPER PAYOUT, AND AUL SUTSEQUENT WELLS AND OWNER'S RETATNED c<r::HcHza ROYALTY. LURLNG
T1(3 R2BE, CONTAINING 2070 ACRES,

Percent Owners
Betatned Overrladl

Contributions [or Inltial Test well Royalty Until Pay
Inltlal Tent Vell Untll Payout After Payout of Flrst Producin;
CWNERS Column 1 Column 2 Costs " - Production Costs Production Well
Percent Percent Column_3 Column_ Colunn & Colum O Colwmn 7
Owner- Benefllelal Percent Perrcent Percent Percent -
ship Intercat Couts Benefricial Conts Denefleial
e 3 A o _Interest Intercst (1)
"INROLD KERSEY ﬁ‘m R ETC 2, wmooo -0~ -0~ - 1.20773¢C 1,100 10901
"TAN LANNING .wmo=~ 12576 -0~ -0~ .19323¢ 212880 020l2
YNN LANNING » .386h7 12576 -0~ -0~ .19323¢ .21.2880 .020l2
SOWATCO CILS {BBGUT L2576 -0~ ~0- .18323¢ 212880 02042
M. RALPH LOVWE, INGC, JRN156 24264 -0- -0~ . 12078¢ .121.320 01156
1ZRMA LOWE; 2077 .12132 -0- ~0- ,06038¢ .0GOGGO . 00482
MARALO, INC. 2077 .12132 -0~ -0- .06038¢e .060GGO .00:82
NANCY KING {4 ,19324 2125 -0~ -0- . 09662¢ L 1OGHNS 01021
OPERATOR -0~ ~0- 100,00000 100.00000 50,00000¢ 50.000000 -0--
UNIT TOTALS 100,.00000  100.00000 100.00000 | 100.00000 100, 000001 100.000000 I, 70688

The W/2 of Section 23 1s designated the spacing unit to the Inltial Test Well,

the W/2 of Section 23 is

7.70312%. :
beneficial ownership as set out in column 2 hereof,

12.5%

7.70312%

The communitlized overriding burden on
= 4,79688% . to be divided amonz the owners in accordance with their




EXHIBIT “C"

TAX PARTNERSEHEZL?

cr

“ie velieve that a tax partnership is the Ta2st way o avoid undasiradle
tax consequences which can result from IRS Ruling 77-176, dated iMay 9,
1977. We understand that a tax partnershis hzs the following features:

3y

1. It is a partnership for income tax purposes osnly.

2. A partner in a tax partnership can not bdind any other partner
as is the case in a partnership or a limited pdartnership.

3. Only the income from the property in the tax partnership is
involved.

4, The operator of the oronerty nust file a tax partnersaip tax
return each calander year for the partnershin. This return is a2n in-
formation return in which the income is alioscated to each tax rcartner
in accordance with his ownarship. The alloczted income is then taxabvle
to the 1ndividual owners as though the parinersnip did not exist.

5. It 1s possible to elect to be in or osut of a partnership each»

year.

6. A tax partnnrshlp can bde formed b7 a few changes in the standérd

,'AAPL 610 ooevating agreement.

B
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Tenneco Gii

ATenneco Company

TENNECO OIL COMPANY
L2nd Decartment
G:larta
7:¢ So. Colorado Blud.
Cenvet, Cclzrado £0222
(303) 793-7130

November 22, 1977

Mr. Robert E, Boling
Exploration Consultant
202 Americen Home Building
Artesia, New Mexico 88210
RE: Your proposed lucas Stroe Unit of 2070 acres in T175-R28E, Eddy County,
New Mexico (30401, tr. E & 35039, HEP)
Deaxr Mr, Boling:
We have looked over La.pticned preposal and have decided not to do
o anything, at this .
Yours truly,
—~ - - {
_ Jau fearch— ‘
I~ 24D .
N. B. Venus — ™~
JeE erzZllcok
RS I VNP
7 Notgrthange of address and phone abova, MR .._.u ™
’) - »
i:). (‘}1/4 f}‘ (‘le’-_,' (.;L\: i hi — '?‘_QQ/Q&,LL' ?)—Sa o/ e wa\ ‘(‘6 P}‘--LV\.\
3 eR-159- 7DD
# R —- > 1
2 XAy 41_8-'\,&41,(.\ — !

m‘ll ‘Jvl:f/‘.ﬁ 0, _ LA {
7/3-757~2.(D3d
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T PNONE 746.9338 ( ( HOMZ PHONZI 7434.9334

DOARZRT E ROLING

babs y s

EXPLORATION CONSULTANT

202 AMzricaN HoMzE BUILDING
ARTISIA, NEW MEXICO - g3210

Aoril 12, 1C

>

O

73

Tenneco 011 Company
720 So. Colorado Blvd.
Denver, Colorado 80222

Attention: Mr. Joe Gazllc:

Re: Fee Leases F.B.P. covering
SY/it 8w/l Section 23,
717S R28E, Edsr County,
Mew ilexiico.
Gantlemen:
Mark D. Wilson and the unizrsigned respectfully reguest a farmout on
vour captioned lease under the following terms and conditions:

1. Within 90 days after ot a0uT agreements
from all lease owners in n 2 22 we will
¢ommence, or cause to be : illing of a well to test
the Morrow series of the Pammsvlvanian Systen, the "Initial Test
Well". The Initial Test “ell %ill be located in the S/ /4 of
Section 23 dedicated to the wall. The extimated derzth of the Initial

Test Well is 10,750 feet.

2. In the event the Initizl Test ¥Well is ccocmpleted 28 a zraoducer is
will earn depth rights frcom 3500 feet to 100 feet below The total
deooi drilied not ©o0 oxcesd the pop of Lhe "5853id Mississipoian
Lime."

3. In the event the Initial Test Vell is completed 2s a srsducer
Tenneco shall retain an overriding royaliy eaqual o the 4iflerence
between existing lesscr's roryaliy dlus existing nhuardsns znd 25%

a5 that we shall receive a2 7354 revenue interest.

D

e

g heg i g




1le

~

as a Gry nho

.

]
]

9]
i
iy

L D .7 -
T ixa s
v AL =

Respec




it

Bsbinatod Cost Le Drill,
Complete & Equip - 10800*
Morrow Test |

Staking Permit & Legal Feps

Location, Right-of-Way &

Drilling: Moving in, Rigg
40 days @ $3850

Bits, Reamers & Subs

Water, Mud & Additives, Pit
Cenenting, Tools & Services

.Electric Logs & Perforating

Mud Logging Unit
Drill Stem Testing

Tool Rentals, Trucking & Welding

Superxrvision & Overhead
Completion Unit, 7 days @ §
Stimulation
Contingency

TOTAL INTANGIBLES
Xmnas Tree

Casing: 13 3/8" 48% J~55, 45" @ $17.98

8 5/8" 24# 3-55, 2265' @ $9.05
‘ 5 1/2" 17# N-80, 10800' @ $8.37
Tubing: 2 3/8" 4.7# N-80, 10500' @ $2.47

Packer & Spscial Equipment
Contingency
TOTAL TANGIBLES

Tanks, 2-210 bbl welded w/stair & walk, Flbrgls Tnk.
Heater-Separator & Flowlines, Valves & Ftgs.
Trucking, Fences, Construction Costs, Misc.

TOTAL, LEASE EQUIPMENT

AUTHORTTY FOR L)PlNDITURF

e Yabes -PetrolevmsGon
BEFORE EXAMINER STAMETS

Ol CONSERVATION COMMISSIOMca

o o3

L Store "J%" State Com £1
19801 'NL,

860 FWL Scc. 23-17S-28F

TOTAL TO DRILL, COMPLETE & EQUIP

e - Red Lake Area, Eddy Co., HM
CASE \o Rz,
Submiticd by C’“ﬂLfLQJ~Q””;:t_DrY lgé%‘ gomglgggon
uﬂiocnngdaagss s 51500 $ 6,500
$ead! 000 $ 25,000
$154,000 $154,000
$ 20,000 $ 20,000
Lining $ 49,000 $ 50,300
, Temp. Surveys $ 10,500 $ 15,200
$ 21,600 $ 26,000
$ 6,300 $ 6,300
$ 4,400 $ 4,400
$ 2,300 $ 3,600
$ 4,000 '$ 5,000
700 $ - $ 4,500
$ - $ 16,000
$ 32,400 $ 36,800
$336,000 $375,000
$ 1,200 $ 13,600
$ 800 $ 800
$ 20,500 $ 20,500
$ - $ 90,400
3 - $ 25,900
$ - $ 2:600
$ 1,500 $ 11,200
$ 24,000 $165,000
$ - $ 9,200
$ - $ 19,400
$ - $ 6,400
$ - $ 35,000
$360,000 $575, 000

‘approval of this AFE constitutes approval of the Operator's option to charge the

joint account with tubular goods from Operator's warchouse stock at the rates

stated above, unless the Non-Operator gives notification on this form of his intent
to furnish his proporatimmate share in kind.

TENNECO OIL COMPANY

12.5% $45,000.00 $71,250.00

s aardt
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EX
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Tenneco Ol —Asneet Tty o
ATenneco Company § Bt G 1 E0D P
TENNICO OlL COMPANY.
Land Department
Gallerid
720 So. Celoradn Bivd,
Denver, Colarado £3222
(353) 753-7130
E November 22, 1977

Mr., Robert E. Boling
Exploration Consultant
202 American Home Building
Artesia, New Hexico 88210

RE: Your proposed lucas Stroe Unit of 2070 acres in T175-R28E, Eddy County,
New Mexico (30401, tr. E & 35039, HEP)

Dear Mr. Boling:

We have lookad over thprcapticned proposal and have decided not to do
anything, at this tjafe,

e Ao S . b e 9 St R 1 12

Yours truly,

N > 3.7
\Y A/ dav fFEL

™ L/ A4 DD

N, B. Venus — [
Je & Gzt e K.
ffy" ' e Lo ATV ELE R

i
A
_{‘ﬁ', 1, Notehange 0I aaaress ana ;Lr-;;vnv el T
<l

A - P T >« \/v “\,-- -
6 (.-L"/‘f < l'-L'/‘{ e i__:’ P a7 Ded SELEIN “ﬁf_‘. ?\3"‘-\"\\
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Qerics PrONT 746.9338 ( ( HOV.E PMON{ 745.9338

ROBERT E. BOLING
EXPLORATION CONSULTANT

202 AMERICAN HOME BUILDING

ARTESIA. NEW MEXICO -a3210

-~

Aorilt 12, 1S7C

L= -

Tenneco 0il Company
720 So. Colorado Blvd.
Denver, Colorado 80222

|=d

-~ ﬁ..'
N

Attention: Mr, Joe QGaz

Re: ZFee Lease H.B.P. covering
Su/E S/ Section 23,
T17S R28E, Ed<r County,
Mew Mexico.
lantlemen:
tfarx D. Wilson and the undersigned respescitiully regiest a farmous on
vour captioned lease undey the Tollowing terms and conditions:
1. Within 90 days after our receipt of acceviable Tarmont agreements
from all lease owners in the W/2 of Section 22, T173 R23E we will
¢owmence, or cause £0 be commenced, the drilling of 2 well $o0 test
the Morrow series of tha Pannsylvanian Systen, the "Initial Test
Well". The Initial Test “ell will be located in the SW/4 N/L of
Section 23 dedicated to the w2ll. The exitimated derin of the Initizl
Test VWell is 10.7 eeai

2 In the event

will carn dapith rigi
depth drilled not
L_-‘ —-— 14 .

—tia .

3. In the event
e 20 shall ret
pegiizen exXisting
5 &

that we snall
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QFFICT PHONT 746-9338

Tenneco 01l Company
720 S5. Colorado Blvd.
Danver, Colorado 80222

Aztention: Mr. Joe CGzz

Cantlenen:

Fa2rk D. Wilson znd the
your captioned lease

O
rom all lease owners 1
cmmence, or cause (o b
na Morrow series of
' Mhe Tnitisl T

[N -

T
1 INCE
tion 22 dedlcaued to
T b e

‘1. Within. 90 days aft
¢

2. In the event the In

wiil eavn denith vights

deoth drilled not to &
1]

-;-'\o
LR ERL 2Py

3. In the event the
Tenn2co shall retain
(4

'

)ﬁ? =t

paiuecen existing lesscr
33 that we shall recsl

ROBERT E. BOLING
EXPLORATION CONSULTANT

202 AMzRICAN HOoME BUILDING

ARTZSIA, NEW MEXICO - g8210

Aoril 12, 1G72
1 a0

Re: Fge 38 ©.
S /4 Se
Ti °E, ®

Me <iCo.

unsawgt oned rasoveetiullsy raosizss
VT STSLZNeG TSIVeCLiully ragies. a
vnder She ©ollowing terms and condit
o1r recelivt of acceviadble Tarmon
n the W/2 of Section 23, 'Wi73 R23E
2 commenced, cvhe drilling of a wel
i . N . .
e rennsylvanla“ System, the "Initi
. 211 will he lnecaked in the SH/4
tne w2ll. The extimated depin of
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Tenneco Qil

ATenneco Company

TENNECD TIL COMPANYE
Land Ceonartment
Gzitzria
720 So. Celerado Blvg.
{ Cenver, Cclorado £5222
‘ (363) 7537130

November 22, 1977

L o
ALY

Mr., Robert E, Boling
Exploration Consultant
202 American Home Buliding

Artesia, New Mexico 88210

RE: Your proposed Lucas Stroe Unit of 2070 acres in T17S-R2BE, Eddy County,
New Mexico (30401, tr. E & 35039, HEP)

Dear Mr. Boling:

. ' We have looked over the :[cned preposal and have decided not to do

. anything, at this tim

Y-

(\ A7 The _/L"a-r‘utéah
MM\ L DD .
\,
L\:
Jo B GfrLlL e K.
(AR WKL a R‘

————

N, B. Venus —

change of address and phone above,

o s 7.0 2850 a7 - 2o
1/ GaYg vt/ Te 25 fWeiswy B Sea I5.¢ w B Qe
Z03-75% T7(30p

- . : ’:\;:'-AJ ;Q.-f}fl,klit —
4{_‘2;_6 '.};,L;’.[_"'}AM — ™~ '

TI3--75T7T-2 /700




LAW OFFICES

LOSEE & CARSON,paA.

300 AMERICAN HOME BUILDING AREA CODE 505

A.J. LOSEE

JOEL h_d__CARsoN P.O. DRAWER 239 746-3508
CHAD DICKERSON ARTESIA, NEW MEXICO 88210
August 25, 1978
[}
' RS

Mr. Joe D. Ramey, Director
New Mexico 0il Conservation pDivision

P. O. Box 2088 = .
Santa Fe, New Mexico 87501 )

Dear Mr. Ramey:

"Enclosed for filing, please find three copies of an Application
of Yates Petroleum Corporation for compulsory pooling, in Eddy

County, New Mexico.

Also enclosed is Yates Petroleum Corporation’'s Application
for an order reducing the horizontal limits of the Empire
Gas Pool, and modifying special pool rules for said pool,

Eddy County, New Mexico.

in

We ask that these cases be set for hearing before an examiner

and that you furnish us with a docket of said hearings.

Yours truly,

LOSEE, CARSON & DZSON, P.A.
/_\ 500 ” o
N ”

gpel ~V ‘a:son

/
JMC:pV .
Enclosures

cc w/enclosure: AmMoOCO Production Company
Mr. R. E. Boling

et ) TAYWATAT S iR L



Docket No, 29-78

Dockets Nos. 31-78 and 32-78 are tentatively set for hearing on September 27 and October 11, 1978. Applica~
tions for hearing must be filed at least 22 days in advance of hearing date.

DOCKET: COMMISSION HEARING - MONDAY - SEPTEMRER 11, 1978

01L CONSERVATION COMMISSION - 9 A.M. - ROOM 205
STATE LAND OFFICE BUILDINC, SANTA FE, NEW MEXICO

CASE  6289:

CASE 6146:

CASE 6328:

CASE 6313:

(Continued from August 23, 1978, Commission Hearing)

Application of Bill Taylor for enforcement and amendment of Order No. R-5332, Eddy County, New
Mexico. Applicant, in the above-styled cause, seeks a determination of well costs, an accounting
of expenditures and costs withheld from production, and the amendment of Order No. R~5332 to
remove the present operator of the pooled proration unit comprising the N/2 of Section 13, Town-
ship 22 South, Range 26 East, South Carlsbad Field, Eddy County, New Mexico, and designate
another operator for said unit.

{DE NOVO)

Application of Jerome P. McHugh for downhole commingling, Rio Arriba County, New Mexico.
Applicant, in the above-styled cause, seeks apprcval for the downhole commingling of Tapacito-
Gallup and Basin-Dakota production within the wellbore of his Jicarilla Well No. 5 located in
Unit D of Section 29, Township 26 North, Range 4 West, Rio Arriba County, New Mexico.

Upon application of Jerome P. McHugh this case will be heard De Novo pursuant to the provisions
of Rule 1220.

Application of Maralo, Inc., for statutory unitization, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks an order unitizing, for the purpose of secondary recovery, all
mineral interests in the Jalmat Yates Unit underlying the following described lands in.Township
25 South, Range 36 East:

Section 12: SE/4
Section 13: NE/4

and the following described lands in Township 25 South, Range 3/ East:
Section 18: NW/& and N/2 SW/4
all in Lea County, New Mexico.

The unitized interval would be all formations or zones extending from the top of the Yaces forma-
tion down to 100 feet below the base of the Gueen formation in the Humble-Winters "A" well No. 2
located in Unit C of Section 18, Township 25 South, Range 37 East.

Among the matters to be considered at the hearing will be the necessity of unit operations; the
designation Of a unic operaive; th: actormineilen of the havizantal zand vertisal limits of the
unit area; the determination of a roir, reasonable, and equitable allocation of production and
costs oI progduction, 1mciuding capitai ravestment, to eacit oi che varivus ivacis im the unit aroz;
the determination of credits an® charges ~. be .1ade among the various owners in the unit area for
their investment in wells and equipment; a2nd such other matters as may be necessary and appro-
priate for carrying on efficient unit operations, including, but not necessarily limited to, unit
voting procedures, selection, removal, or substitution of unit operator, and time of commencement
and termination of unit operations.

Application of Maralo, Inc., for a waterflood project, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks authority to institute a waterflood project on its Jalmat Yates Unit
Area, Lea County, New Mexico, by the Injection of water into variovus weils locaied In Township 25
DUULI, RaUges JU dikd J/ LaSt.
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Examiner learing - Wednesday - Septeaber 13, 1978 Docket No. 30-78

DOCKET: _EXAMINER IIFARING - WEDNESDAY - SEPTEMBER 13, 1978

9 AM. ~ OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FLE, NEW MEXICO

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

ALLOWABLE: (1) Consideration of the allowable production of gas for October, 1978, {rom fifteen prorated pools
in Lea, Eddy, and Chaves Counties, New Mexico.

(2) Consideration of the allowable production of gas for October, 1978, from four prorated pools
in San Juan, Rio Arriba, and Sandoval Counties, New Mexico.

CASE 6314: In the matter of the hearing called by the 0il Conservation Division on its own motion to permit
Overland Drilling & Exploration, Ltd., Ohio Casualty Insurance Company, and all other interestcd
parties to appear and show cause why the Lowe State Well No. 1 located in Unit E of Section 15,
Township 19 South, Range 29 East, Eddy County, New Mexico, should not be plugged and abandoned in
accordance with a Division-approved plugging program.

CASE 6315: 1In the matter of the hearing called by the 0il Conservation Division on its own motion to permit
Hugh L. Jolinston, Sr., General Insurance Co. of America, and all other interested parties to ap-
pear and show cause why the Continental State Well No. 5 located in Unit C of Section 30, Towmship
17 South, Range 29 East, Fddy County, New Mexico, should not be plugged and abandoned in accordance
with a Division-approved plupgging program.

CASE 6316: 1In the matter of the hearing called by the 0il Conservation Division on its own motion to permit
Cortez Corporation, Aetna Casualty & Surety Company, and all other interested parties to appear
and show cause why the Fair Well No. 1 locares in Unit D of Section 24, Township 18 South, Range
26 East, Eddy County, New Mexico, should not be plugged and abandoncd in accordance with a Division-
approved plugging program.

CASE 6290: (Continued from August 16, 1978, Examiner Hearing)

In the matter of the hearing called by the 0il Conservation Division on its own motion to permit
K. A. Craiie, Ji., Grcat Axerican Insurance Co., and all other interested parties to appear and
show cause why the Donella Well No. 1 located in Unit P of Section 3, Township 29 North, Range 15
West, San Juan County, New Mexico, should not be plugged zrd abandoned in accordance with a
- Division-approved plugging program.

CASE 6307: (Continued from August 30, 1978, Examiner Hearing)

Application of Exxon Corporation for downhole commingling, Lea County, Rew Mexico. A, plicant, in
the above-styled cause, seeks approval for the downhole commingling of Drinkard and Wantz-Abo
production in the wellbore of its ¥. F. Mardison B Well No. 10, located in Unit A of Section 34,
Township 21 South, Range 37 East, Lea County, New Mexico. (This case will he dismissed.)

CASE 6317: Application of Harvey E. Yates Company for an unorthodox gas well location and a non-standard
proiaiivn unit, F2dy faunry Now Mexico. Applicant. in the above-styled cause, sceks approval of
: a 301.75-ucve non-standard’ gas proration unit comprising the N/2 of Section 18, Township 18 South,
; Range 29 East, Eddy County, New Mexico, to be dedicated to a well to be drilled 1980 feet from the
: North line and 660 feet from the East line of sald Section 18 to test the Morrow formation.

CASE 6318: Application of Coquina 0il Corporation for an increase in casinghcad gas allowable, lLea County, New
: Mexico. Applicant, in the above-styled cause, seeks aa exception to Rule 303-C-4 to increase the
i casinghead gas allowable for its Vivian Well No. 1, located in Unit ¥ of Section 30, Township 22
i : South, Range 38 East, Lea County, New Mexico, the Drinkard and Granite Wash zones in said well
: teing commingled pursuant to Order Mo, DHC-255 and gubiert to the FOR 1imit for the Wantz-Granite

joxan 4

Wash Ponl.

CASE 6319: Application of Belco Petvoleum Corporation for an unorthodox well location and compulsory pooling,
EAQY LOunly, ew iweallS. Applinant  de the ahove-stvled cause. secks an order pooling all mineral
interests in the Wolfcanp formation underlying the N/2 of Sectien 31, Tewnship 21 Sowth, Rarge 27
Fast, FEddy County, Ncw Mexico, to be dedicated to its Mollie Com Well No. 1 located at an unorthodox
location 1100 feet ifrom the Yorth line and 1575 feet from the East line of sald section. Also to be
considered will be the cost of recompleting said well and the allocation of the cost thereof as well
as actual operating costs and charges for supervision. Also o be considered will be the designa-~
tion of applicant as operator of the well and a charge for risk involved in drilling said well.
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CASE 6320:  Application of Texas 011 & Gas Corporation for an unorthodox gas well lacation, Eddy County, lew
- o Mexico, Applicant, 1o {he abuve styled ennne; cecks approval for the unorthodox location of its
Coquira Federal Com. Well No. 1 to be drilled 660 feet fron the North line and LY80 feet ivoii
the West line of Section 32, Township 18 South, Range 27 Iast, to test the Morrow formation, the
/2 of said Section 32 to be dedicated to the well, i

CASE 6321: Application of Texas 011 & Gas Corporation for an unorithodox gos well location, Eddy County, New
T Mexico. Applicant, in the above-styled cause, sceks approval for the uwnorthodox location of {is
Shugart State Con. lell No. ) to be drilled 660 fect from the South line and 1930 feet fronm the
West line of Section 16, Township 18 South, Range 31 East, Eddy County, New Mexico, to test the
Wolfcamp and Pennsylvanian formations, the W/2 of said Section 16 to be dedicated to the well.

CASF 6283: (Continued from August 2, 1978, Examiner Hear ing)

Application of Texas 01l & Gas Corporation for a non-standard proration unit, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks approval for a 320-acre won-standard gas
proration unit comprising the W/ 2 of Sectlon 16, Tewnship 20 South, Range 36 East, North Osudo-
Morrow Gas Pool, Lea County, New Mexico, to be dedicated to a well to be drilled at a standard
location thercon.

CASE 6322: Application of Yates Petrolsoum Covporation for pool contraction, Eddy County, New Mexico.
Applicant, in the above-styled cause, secks the amendment of Order No. R-391 to coniract the
horizontal limits of the Empire-Pennsylvanian Gas Pool to the following:

All of Sections 28 and 29, Township 17 South, Range 26 Fast

In the alternative, applicant sceks to iimii the special posl rules for
horizontal limits of the pool.

4

2id nool to the present

f"§§§E 6323: Application of Yates Petroleum Corporation for compulsery pooling and an unorthodox gas well leca-
tion, Fddy County, New Mexico, Applicant, in the above-styled cause, seeks an order pooling all
‘mineral interests in the Wolfcamp and Pemnsylvanian formations underlying the W/2 of Section 23,
Township 17 South, Range 28 Fast, Fmpire-Penusylvanian Cas Pool, Eddy County, New Mexico, to be
dedicated to its Lucas Store J7 Well No. 1 located at an unce: “wdox leocation 1980 feet from the
Nerth line and 860 feet from the West line of said section. "so to be considered will be the
cost of completing said well and the allocation of the cost rhiereof as well as actual operating
costs and charges for supervision. Also to be considered will be the desipgnation of applicant as
operator of the well and a charge for risk involved in drilling said well.

.

CASE 6324: Application of Yates Petroleum Corporation for downhole comringling or pool creation, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks approval for the downhole commingling of i
Wolfcamp and Upper Penu gas production in the wellbore of its Box Canyon GJ Fed. Well No. 1 located ¢
in Unit J of Section 13, Township 21 South, Range 21 East, Eddy County, New Mexico. In the alter- :
native, applicant sceks the creation of a new Permo-Penn gas pool for said well.

CASE 6325: Application of Amoco Production Company for unorthodox locations and directional drilling, Lea
County, New Mexico. Applicant, in the above~styled cause, seeks approval for the unorthodox loca-
tions of the following South llobbs Unit wells located in Township 19 South, Range 38 EFast, Hobbs 1

Tavianm

rool, Lua Coualy, How Mexice:

Woll No 120 lacantod 1272 €ant €rom the North lizne and 14202 feet from the West line of Section 53
Well Moo 121 locared 1450 feet from the North line and 150 feet from the West line of Section &;
Well No. 123 located 2390 fecet from the North line and 150 feet from the East line ot Secuion 0

Well No. 124 located 1925 fcet from the South line and 2380 fcet from the East line of Section 4;
Well No. 126 located 1295 feet from the South lire and 1365 feet froam the West line of Section 10;
Well No. 122 located 1726 feet from the Norch line and 167 feet from the Fast line of Scction 4;

and Vell No. 125 located 2016 {vet from the North line and 763 fect trom the West line of Section 3.

Applicant further sceks authority to directionally drill Wells Nos. 122 and 125 to bottonhole
locaticns in the oxtrome coutheast corners of Unit H of Section 4 and Unit E of Section 3, respec-

CASE 6326: Application of Energy Reserves Group, Inc., for downhole commingling, Rio Arriba Countv, New Mexico.
Applicant, in the above-styled cause, sceks authority to commingle South Blanco-Pictured Cliffs
and OreiusThoeocd pradusticn fn the vellhasa af dre liearilla 35 Well No. 3, located in Unit B of
Section 2, Tounship 24 North, Ranpe 5 West, Rio Avriba County, New Mexico.

CASE 6327: Application of 0. H. Berry for an unorthodox gas well location, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks approval for the unorthedox location of its J. L. ¥sabell VWell
No. 5-Y located 340 feet from the Rorth line and 330 feet from the East Jine of Section 15, Town-
ship 24 South, Range 36 Fast, Santa Rosa forpation, Lea County, New Mexico, the NEf4 of said
Section 15 to be dedicated to the well.
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BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
YATES PETROLEUM CORPORATION FOR
COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO

CASE NO. (32723

T Y S Y BT T

COMES NOW Yates Petroleum Corporation, by its
attorneys, and in support hereof, respectfully states:

1. Applicant has the right to drill its Yates
No. 1 Lucas Store "Jz" State Com. Well in the Wolfcamp and
Pennsylvania formations as a gas well, which is to be 1lo-

cated at a point 1,980 feet from the north line a@d‘860“ff

feet from the west line of Section 23, Teovmship 17 South,
Range 28 Rast, H.M.P.M,, Eddy County, New Mexico,

2. The applicant has dedicated the W/2 of said
section to this well, and there are interest owners in the
proration unit who have not agreed to pool their interests.

3. Applicant should be designated the operator of
the well and the proration unit.

4, To avoid the drilling of unnecessary wells, to
protect correlative rights and to afford to the owner of
2ach interest in said unit the opportunity to recover orxr
receive without unnecessary expense his just and fair share
of the gas in said unit, all mineral interests, whatever
they may be, from the Wolfcamp through the Pennsylvanian
formation underlying the W/2 of said Secction 23, should be

pooled.




5. That any non-consenting working interest owner
that does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs,
plus an additional 200% thereof as a reasonable charge for the
risk involved in the drilling of the well.

6. Applicant should be authorized to withhold from
production the proportionate share of a reasonable supervision
charge for drilling and producing wells attributable to each

WHEREFORE, applicant prays that:

A. This application be set for hearing before an
examiner and that notice of said hearing be given as required
by law.

B. Upon hearing the Division enter its oxder pooling
all mineral interests, whatever they may be, from the Wolfcamp
through the Pennsylvanian formation underlying the W/2 of said
Section 23, Township 17 South, Range 28 East, N.M.P.M., Eddy
County, New Mexico, to form a 320-acre spacing unit dedicated
to applicant's well.

C. And for such other relief as may be just in

YATES PETROLEUM CZ?i?RATION
(ii Carson
LOSEE ARBON & DICKERSON, P.A.

P. O. Drawer 239
Artesia, New Mexico 88210
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BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN 7NE MATTER OF THEE APFLICATION OF
YATES PETROLEUM CORPORATION POR
COMPULSORY POOLING, ZDDY COUNTY,
NEW MEXICO

CASE NO, 323

- 498 Sy S0 M

APPLICATION

COMES NOW Yates Petroleum Corporation, by its
attorneys, and in support hereof, respectfully states:

l., Applicant has the right to drill its Yates
N¢., 1 Lucas Store *JZ" State Com, Well iv the Wolfcamp and
Pennsylvanic forpationu as a gas well, which is to be lo~
cated at a point 1,980 feet from the north line and 860
feat from the west line of Seoction 23, Township 17 South,
Range 28 East, N.M.P.M., Bddy Ccunty, New Mexico,

2. The applicant has dedicated the W/2 of said
section to this well, and there are interest owners in the
proration unit who have not agreed to pool their interests.

3. Applicant should be designated the oparator ot
the well and the proration unit.

4. To aveld the drllling of wnnecessary wells, to
protect correlative rights and to afford to the ownar éz
cach interest in aald unlt the opportunity to recover oy
racaive without wnnecesgsgaxy expsasce his just and faily shave
of the gas in saild uwnit, all mineral interests, whataver
they nay be, from the Wolfcamp through the Pennsylivainian
formation underliying the W/2 of said seation 23, should be

pooled.




5. That any non-consenting working interest owner
that does not pay his share of estimated well costs should have
withheld from production his share of tha reasonable well coytn.
Plus an additional 2008 thereof as a rsasonabls charge fox tﬁe
risk involved in the drilling of the well,

6. Applicant should be authorized to withhold from
production the proportionate share of a reasonable supervision
charge for drilling and producing wells attributable to esach

WHEREPORE, applicant prays that:

A. This application be set for hearing before an
exaniner and that notice of said hearing be given as required
by law,

8. Upon hearing the Division enter its ordexr pooling
all minexal intezests, whatever they may be, from ths Wolfcamp
through ths Pennsylvanian formation underlying the W/2 of said
Section 23, Township 17 South, Range 28 East, 1.M.P.M., Eddy
County, New Mexico, to form a 320-acre spacing unit dedicated
to applicant's well.

C. And for such other relief ‘as may be just in

YATES PETROLEUM CORPURHELON
——— N 4 (s, "

Dyt /—“ \

JouY M. Qarson

the premises.

LO8RY, CARSOM & DICKELRSOH, P.A.
P. 0, Drawaer 239
hxtangia, New Maxico 98210

Attorneys Lor Applican
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BEFORE THE OIL CONSERVATION DIVISION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
YATES PETROLEUM CORPORATION FOR
COMPULSORY POOLING, EDDY COUNTY,

CASE NO. 32
NEW MEXICO

e o6 % 88 e

APPLICATION

COMES NOW Yates Petroleum Corporation, by its
attorneys, and in support hereof, respectfully states:

1. Applicant has the right to drill its Yates
o, 1 Lucas Store "JZ" State Com. Well i . che Wolfcamp and
. Pennsylvania formations as a gas well, which is to bs lo~
cated at a point 1,980 feet f£rom the north line and 860
feet from the weat line of Section 23, Township 17 South,
Range 28 East, N.M.P.M., Eddy County, Wew HMexico.

2. The applicant has dedicated the ¥/2 of said
section to this,well, and there are interest owners in the
proration unit who have not agreed to pool their interests.

3. Applicant should be designated the operator of
the wall and the pioration unit,

4. To avoid the drilling of unnecessary'weilu, Lo
protect correlative rights and to afford to the cwner of
each interest in said unit the opportunity to recover ox
recelve without unnecessary expense hias just and fair share
of the gas in sald unit, all mineral interests, whateverx
they may be, from the Wolfecamn through the Pennsyl&anian

ticn underlving the W/2 of said Section 23, should be

>J




5. ‘That any non-consenting working interest owner
that does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs,
plus an additional 200% thereof as a reasonable charge for the
risk involved in the drilling of the well.

6. Applicant should be authorized to withhold from
production the proportionate share of a reasonable supervision
charge tor drilling and producing wells attributable to each
non-consenting working interest owner.

WHEREFORE, applicant prays that:

A. This application be set for hearing before an
examiner and that notice of said hearing be given as required
by law,

B. Upon hearing the Division enter its order pooling
all mineral interests, whatever they may be, from the Wolfcamp
through the Pennsylvanian formation underlying the W/Z of said
Section 23, Township 17 South, Range 28 East, N.M.P.M., Eddy
County, New Mexico, to form a 320-acre spacing unit dedicated
to applicaint'’s well.

C. And fsr =uch other ralief '‘as may be just in
the premises.

YATES PETROLEUM CORPORATION

it s e

Joel . Ckrson

LOSEY.,, CERsOfI & DICKERSON, P.A.
P. 0. Drawer 239
Artesia, Hew Mexico 88210

Attorneys for Applicant




(i pplication %
L oAy CRC0lrn o Z
(/ 2id an wrethod o §ee _/;“"?" a2 &/447252;4/%/ P

TTOUNETTS

“N. 1.

Wb’a/aﬂ' e ALRL Q’W’W

thice aiho s A poilig all

ANl
Ty g e

AL
XD 77'75) fayﬁ/ -

N / J,. . T2 [lips4t Vip / ,/Z{)‘T'le;l ,
Futas Lol J & LS

ot an cinsithed oy Locatrm /95_@/’/"'«

o

|




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

IN THE MATTER OF THE HEARING
i CALLED BY THE OIL CONSERVATION

DIVISION FOR THE PURPOSE OF
CONSIDERING:
CASE NOo, 6323
Order No. R~ 5%/0
APPLICATION OF YATES PETROLEUM CORPORATION
FOR COMPULSORY POOLING AND AN UNORTHODOX
GAS WELL LOCATION, EDDY COUNTY, NEW MEXICO.
5
(7\ ORDER OF THE DIVISION
)lj || BY THE DIVISION:
\}/ This cause came on for hearing at 9 a.m. on _ September 13
\S .
NN 19 78, at Santa Fe, New Mexico, before Examiner Richard L. Stamet
NOW, on this day of September , 1978 , the Divisio
N Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully 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 subject
matter thereof,

(2) That the applicant, Yates Petroleum Corporation ’

- seeks an order pooling all mineral interesis in thc Welfcamp and l
Pennsylvanian formations underlying the W/2
of Section _23 , Township 17 South » Range _ 28 East
A , F=y/4
NMPM, Empire-Pennsylvanian Gee=beel, Eddy County, New
4 ' Mexico.
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(Sr*that“EﬁafévAFZ’EEEE;ZEE"ééners in the proposed proration
unit who have ngg/agréed to pool their interests.

‘;) 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 theymay be, within said
unit.

)
of the subject well and unit.

(%)

be afforded the opportunity to pay his share of estimated well

That the applicant should be designated the operator

That any non-consenting working interest owner should

costs to the operator in lieu of paying his share of reasonable

well costs out of production.

{8\
vy

[

does not

Mhad e
- bdlR W Rad

¥ non—-oonsenting working interest owner that
pay his share of estimated well costs should have

withheld

from production his share of the reasonable well costs

plus an additionalzggfkﬂﬂw¢L'thereof as a reasonable charge for th

risk involved in the drilling of the well.

1224

fu Thati any non-consenting interest owner should be

afforded the opportunity to object to the actual well costs but

that actual well costs should be adopted as the reasonable well
costs in the absence of such objection.

ag

That following determination of reasonable well cecsts,
any non-consenting working interest owner that has paid his

share of estimated costs should pay to the operator any amount

that reasonable well costs exceed egstimated wgll

P T
LUD LD

should receive from thc cpex - any amount that pald estimated

well costs exceed reasonable well costs.

W
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(12) That par-mankl should be fixed as # reason-

able charqe‘for supervision (combined fixed rates); that the

operator should be authorized to withhold from production the
proportionate share of such supervision charge® attributable to
each non-consenting working interest, and in additioﬁ thereto,t
the operator should be authorized to withhold from production

the proportionate share of actual expenditures required for

operating the subject well, not in excess of what are reasonable,
attributable to each non-consenting working interest.

(13) That 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.

(14) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is

dedicated on or before Dméf( S/j, /92%  , the order

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

whatsoever.

(1) That all mineral interests, whatever they may be,

in the Wolfcamp and Pennsylvanian formatiors underlying the W/2

of Section 23 , Township 17 South » Range 28 East !

Fre /d
NMPM, Empire-Pennsylvanian Ga—-eed ’ Eddy County, New Mexico

are hereby pooled to form a standard ,220— acre gas spac1ng
Tile Yailes Peilioleui Corporacy
and proration unit to be dedjcated to/axmeddxtobacdskkiad
Lucas Store JZ Well No. l*iéfbégéggt A Sl S N G ST >E
T feet from the West TIne ot said
Seetion—a3t @ SYaunchyd /lca{(f"' MM’H .
PROVIDED HOWEVER, that the operator of said unit shall

commence the drilling of said well on ox before the S@/sfiday of

_J£;Z(£%né{fk' , 1909, and shall thereafter continue the drillind

of said well with due diligence to a depth sufficient to test the
7?70 yrea formation;

PROVIDED FURTHER, that in the event said operator does not

commence the drilling of said well on or before the !5/5 7A day of

O% ée[ 19 75/, Order (1) of this order shall be null

and void and of no effect whatsoever, unless sald operator obtains

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




PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencement !
thereof, said operator shall appear before the Division Director apd
show cause why Order (1) of this order should not be rescinded.

(2) That Yates Petroleum Corporation is hereby designated

the operator cf the subject well and unit.

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

(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as pro-

vided above shall remain liable for operating costs but shall

s ' not be liable for risk charges.

- % (5) That the operator shall furnish the Division and sach
known working interest owner an itemiz2d schedule of actual well
costs within 90 days following completion of the well; that if % _ |

no objection to the actual well costs is received by the Division

and the Division has not objected within 45 days following receipt
SEf said gchedunle, the acrtnal well costs shall he the reasonahle
well costs; provided however, that if there is an objection to
actual well costs within said 45-day period the Division will
determine reasonable well costs after public notice and hearing.

(6) That within 60 days following determination of reason-

able well costs, any non-consenting working interest owner that

has paid his share of estimated costs in advance as provided
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above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

{7} That the operator is hereby authorized to withhold
the foilowing costs and charges from production:

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

{B) As a charge for the risk involved in the
drilling of the well, .?loz"““of the pro rata
share of reasonable well costs attributable
to each non-consenting working interest
owner who has not paid his share of estimated
well costs within 30 days from the date the
schedule of estimated well costs is furnished

to him.

{8) That the operator shall distribute said costs and

D

charges withneld from producticn to the parties who advanced
con= YV mkibe dnllivy o d

the well costs/ "Zé ,5‘27& Ovporunﬂ whrhk pore d&:/") Qre.
(9) That per—morth—irs hereby fixed as # reasonabl

chargeg for supervision (combined fixed rates); that the operator

is hereby authorized to withhold from production the proportionate
share of such supervision charge,attributable to each non-
consenting working interest, and in addition thereto, the operator

is hereby authorized to withhold from production the proportionate

1

share ©f actwual expenditures reguirved for coperating such well,

4

not in excess of what are reascnable, attributable to each non-

consenting working interest.

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

(11) That any well costs or charges which are to be paid
out of producticn shall be withheld only from the working
interests share of production, and no costs or charges shall
be withheld from production attributable to royalty interests.

(12) That all proceeds from production from the subject

moyedioFrly
well which are not disbursed for any reason shallAbe placed in
escrow in _Eddy 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 ‘
ensn & st

escrow agent within days from the gdate
fk-r'i WL suck F,cscrow ageat .

{13} 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.




