
MERIDIAN ©IL 

January 18, 1993 

Mr. Michael Stogner, Engineer 
State of New Mexico 
Energy, Mineral and Natural Resources Dept. 
New Mexico Oil Conservation Division 
P. O. Box 2088 
Santa Fe, New Mexico 

Re: 120 Acre Non-Standard Proration Unit 
Gregory B #2 
T26S. R37E. 
NE/4 NE/4 & S/2 NE/4 Section 15 
Yates-Seven Rivers Gas Pool 
Lea County, New Mexico 

Dear Mr. Stogner: 

Reference is made to your letter of December 10, 1992 addressed to Ms. Maria Perez of Meridian 
Oil's Regulatory Group concerning administrative application for a 120 acre non-standard gas 
spacing and proration unit for the proposed Gregory B #2. Please be advised that El Paso 
Production Company (Meridian Oil) owns 100% of the gas operating rights from the surface to 
4000 feet beneath the surface. Mr. Hartman challenged Meridian's rights in his letter addressed to 
me dated January 7, 1993. This ownership is more completely set out in my letter addressed to 
Doyle Hartman, a copy of which is enclosed for your perusal. Mr. Hartman also stated that he 
would not be in agreement to farm-out his interest in the NW/4 NE/4 of Section 15 to Meridian, 
nor would he contribute his 40 acre tract to the drilling of the Gregory B #2 which would allow 
for a 160 acre proration unit if pooled with Meridian's 120 acres. 

g n E T l ^ C ^ ^ Z ^ ^ ^ x i c o } Per letter of December 18, 1992, Patrick R Worrell, Engineer 
for Doyle Hartman waived any objection to Meridian's application for a 120 acre non-standard 
gas proration unit. 

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800 
3300 N. "A" St., Bldg. 6, 79705-5406 
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If further information is needed, you may contact me directly at (915) 688-6928, or Mr. Tom 
O'Donnell, Reservoir Engineer at (915) 688-6829. Thank you for your assistance concerning this 
matter. 

Very truly yours, 

MERIDIAN OIL INC. 

Leslyn M. Swierc, CPL 
Petroleum Landman 

LMS/lg 

cc: Tom O'Donnell 
Dennis Sledge 
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December 18, 1992 

CERTIFIED - RETURN RECEIPT REQUESTED 

Mr. William J. Lemay 
State of New Mexico 
O i l Conservation Division 
P. 0. Box 2088 
Santa Fe, NM 87504-2088 

Re: Meridian O i l 
Administrative Application f o r a 
120-acre non-standard proration u n i t 
Rhodes (Gas) Pool 
SE/4 SE/4 Section 10, and the S/2 NE/4 
and NE/4 NE/4 Section 15 
T-26-S, R-37-E 
Lea County, New Mexico 

Gentlemen: 

Reference i s made to the attached n o t i f i c a t i o n from Meridian, dated December 3, 
1992, and received by Hartman December 4, 1992, concerning Meridian's request for 
a 120-acre non-standard Rhodes (Gas) proration u n i t consisting of the SE/4 SE/4 
of Section 10 and the S/2 NE/4 and NE/4 NE/4 of Section 15, T-26-S, R-37-E, Lea 
County, New Mexico. Meridian plans to d r i l l the Gregory B Federal No. 2 well at 
a standard location of 990' FNL and 660' FEL, Section 15, T-26-S, R-37-E and 
dedicate i t to t h i s proposed 120-acre non-standard proration u n i t . 

As an o f f s e t operator, Hartman hereby waives any objection to Meridian's 
application f o r a 120-acre non-standard Rhodes (Gas) proration u n i t consisting 
of the SE/4 SE/4 of Section 10 and the S/2 NE/4 and NE/4 NE/4 of Section 15, T-
26-S, R-37-E, Lea County, New Mexico. 
Thank you for your consideration i n t h i s matter, and please l e t me know i f you 
need anything further. 

Very t r u l y yours, 

DOYLE HARTMAN 

Patrick K. Worrell 
Engineer 

PKW/jg 
Attachment 

cc: Mr. Jerry Sexton 
State of New Mexico 
O i l Conservation Division 
P. 0. Box 1980 
Hobbs, NM 88241-1980 

Ms. Maria L. Perez 
Meridian O i l 
P. 0. Box 51810 
Midland, Texas 79710-1810 



MERIDIAN ©IL 
December 3, 1992 

Doyle Hartman 
Attn: Patrick Worrell 
P. O. Box 10426 
Midland, Texas 79702 

RE: Offset Operator Notification for 
Application for a 120 acre non-standard 
Gas Unit 
Gregory B Federal No. 2 
A, 990' FNL & 660' FEL 
Section 15, T-26-S, R-37-E 
Lea County, New Mexico 
LC-032510-B 

Dear Mr. Worrell: 

Enclosed is a copy of a letter submitted to the ODC in Santa Fe, New Mexico requesting 
approval for a non-standard gas unit for the captioned well. 

Also, attached is a plat showing the lease boundary, gas unit boundary and offset operators. 

Should you have any questions, please contact Mr. Tom O'Donnell, Reservoir Engineer at 
915-688-6829. 

Sincerely, 

Maria L. Perez 
Production Assistant 
915-688-6906 

XC: Well File Don McBee 
Joint Interest 
Production Eng. 
Kermit Field Office 
OCD - Carlsbad 
Becky Kidd - NGPA - Houston Corp. 

Land Dept. 
Reservoir Eng. 
Geologist 
BLM - Carlsbad 
Regulatory File 

'DEC [4 1992 

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800 
3300 N. "A" St., Bldg. 6, 79705-5406 



iMERIDIAN ©DL 

December 3, 1992 

Mr. Michael Stogner 
Oil Conservation Commission 
P.O. Box 2088 
Santa Fe, New Mexico 87504 

RE: Application for a Non-Standard 
Gas Unit 
Gregory B No. 2 
Rhodes Yates -7 Rivers (Gas) 
A, 990' FNL & 660' FEL 
Section 15, T-26-S, R-37-E 
Lea County, New Mexico 
LC-032510-B 

Dear Mr. Stogner: 

Meridian Oil Inc. requests administrative approval for a 120 acre non-standard gas unit. The 
unorthodox shape of this unit is due to the shape of the lease. Enclosed is a plat showing the 
lease boundaries of the Gregory B Lease. Also, the offset operators are shown on the plat. 
Doyle Hartman and United Gas Search, Inc. are the offset operators and have been notified by 
certified return receipt mail on 12-3-92. 

Should you require additional information, please call me at 915-688-6906. 

Sincerely, 

Maria L. Perez 
Production Assistant 

XC: Well File 
Land Dept. 
Reservoir Eng. 
Geologist 
BLM - Carlsbad 
Regulatory File 
Richard Atchley - Prod. Serv. 

Don McBee 
Joint Interest 
Production Eng. 
Kermit Field Office 
OCD - Hobbs 
Becky Kidd - NGPA Dept. - Houston Corp. 

R a Box 5:810. Midland. Texas 79710-1810. Teleohone 915-688-6800 
3300 M. A' St.. Bldg. 6. 79705-5406 



Gregory B No. 2 
A, Section 15, T-26-S, R-37-E 
Lea County, New Mexico 

Rhodes Yates - 7 Rivers Gas Field 

Offset Operators 

Doyle Hartman 
Attn: Mr. Patrick Worrell 
P. O. Box 10426 
Midland, Texas 79702 

United Gas Search, Inc. 
Attn: Rodney Ratheal - Agent 
1550 Wynn Joyce 
Garland, Texas 75043 
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Subinrfto Appropriste 
Diana Office 
Stale Lease - 4 copies 
Fee Lease • 3 copies 

DISTRICT I 

P.O. Box 1980, Hobbs, NM 88240 

DISTRICT H 

P.O. Drawer DD, Artesia, NM 88210 

DISTRICT HI 
1000 Rio Brazos Rd., Aztec, NM 87410 

State of New Mexico 
Energy, Minerals and Natural Resources Department 

OIL CONSERVATION DIVISION 
RO. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All Distances must be from the outer boundaries oi the section 

Form C-102 
Revised M-89 

Operator Lease Well No. 

I MERIDIAN OIL INC. GRFG0RY R FFDFRAI ? 
{Unit I.***" Section Township Range ! County j 
I A 15 26-S 37-E NMPM'I LEA 
i Actual Footage Loral Kin of Well: 

i 9 9 0 feet from the NORTH line aad 660 feet from the EAST line 
Ground level Elev. Producing Formooa Pool i Dedicated Acreage: 

2986.6' YATES (GAS) RHODES YATES-7 RIVERS (GAS) 1 120 Acre. 
1. Outline tbe acreage rinrtk—rd to tbe subject well by colored pencil or hacbure marks on tbe plat below. 

2. If more than ooe lease is dedicated to the well, outline each and identify tbe ownership thereof (both as to working interest aad royalty). 

3. If more than ooe lease of different ownership is linrliratwi to tbe well, have tbe interest of all ownen been consolidated by com_mi__KB. 
unitization, force-pooling, etc? 

1 | Yei Q No If answer is "yes" type of c x _ _ _ _ o a 
If answer is "DO" list tbe ownen and tract desenpuons which have actually been « _ _ - - » - H (Use reverse side of 
this form if nn inury. 
No allowable will be niignrri to the well until all interests have been craisnlidaifd (by ccmrnunilization, uruuza-on, forced-pooling, or otherwise) 
or until a non-standard unit, eliminating such interest, has been amoved by the Divixjoo. 

OPERATOR CERTH-CATION 
/ ktrtby ctrtify that tkt information 

contained herein in true and compitU to tkt 
best of my btowiedge and beiitf. 

Signature 

Printed Name 

MARIA L. PEREZ 
Position 

PRODUCTION ASST. 
Company 

MERIDIAN OIL INC. 
Date 

12-3-92 

SURVEYOR CERTIFICATION 

/ ktrtby ctrtify that tkt well location shown , 
on this plat was plotted from field notes of\ 
actual surveys made by me or under my\ 
supervison, and that the same is true and 

I correct to tkt best of my knowledge and 
belief. 

Date Surveyed 

Signature & Seal of 
! Professional Surveyor 

Cenificaie No. 



SENDER: 
• Complete items 1 and/or 2 for additional services. 
• Complete items 3, and 4a & b. . 
• Print your name and address on the reverse of this form so that we can 
return.this card to yoa.-
• Attach this form to the front of the mailpiece, or on the back if space 
does not permit, r , .:.-••,:;-„ 
• Write "Return Receipt Requested" on the mailpiece below the article number. 
• The Return Receipt Fee will provide you the signature of the person delivered 
to end the date of delivery. 

1 also wish to receive the 
following services (for an extra 
fee):.r • 

1. • Addressee's Address 

2. • Restricted Delivery 
Consult postmaster for fee. • 

3. Article Addressed to: 

Doyle Hartman 
A t t n : Mr. P a t r i c k W a r r e l l 
P. 0 . Box 10426 
Mid land , TX 79702 

^ » 0 0 
3. Article Addressed to: 

Doyle Hartman 
A t t n : Mr. P a t r i c k W a r r e l l 
P. 0 . Box 10426 
Mid land , TX 79702 

4b. Service Type 
• Registered • Insured 
-Certified • COD 
• Express Mail • Return Receipt for 

Merchandise 

3. Article Addressed to: 

Doyle Hartman 
A t t n : Mr. P a t r i c k W a r r e l l 
P. 0 . Box 10426 
Mid land , TX 79702 

7. Date of Delivery ^ 

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

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

'orm 3811, November 19B0 -U.S.o«oti»i-_r«M DOMESTIC RETURN RBQElPf 



STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

BRUCE KING 
GOVERNOR 

ANITA LOCKWOQD 
CABINET SECRETARY 

Meridian Oil, Inc. 
P.O. Box 51810 
Midland. TX 79710-1810 

Attention: Maria L. Perez 

Dear Ms. Perez: 

December 10, 1992 *y; ; 

or f

 vx : 

Y v POST OFFICE BOX 20BB 
j / V i v ' 3TATE1LAND OFFICE BUILDING 

' ' \ ( l SANTi fe. NEW MEXICO 87504 

u

 u 1505) B27-5B00 

7̂  uv 

GREGORY B NO. 2 

RE: Administrative application for a 120-acre non-standard gas 
spacing and proration unit in the NE/4 of Section 15, 
Township 26 South, Range 37 East, NMPM, Rhodes 
Yates-Seven Rivers Gas Pool, Lea County, New Mexico. 

The subject application did not adequately indicate that all the proper parties of interest in 
the NE/4 of Section 5 were properly notified of the formation of this non-standard unit 
pursuant to General Rule 104.D(2)(a)(iii) and (iv). Also, please provide a listing and 
percentage of ownership of these interests in the NE/4 of Section 5. 

Further, please explain the necessity of the formation of this unit rather than pooling all 
parties to form a standard 160-acre unit covering all of the NE/4 of Section 5. 

Should you have any questions concerning this matter, please contact me. 

Sincerelv 
if' 

X 

Michael E. Stogner 
Chief Hearing Officer/Engineer 

MES/amg 

cc: Oil Conservation Division - Hobbs 
W. Thomas Kellahin - Santa Fe 

i 

fi if / l' 
4 

,<V" f P 



MERIDIAN ©IL 

January 15, 1993 

Doyle Hartman 
Oil Operator 
P. O. Box 10426 
Midland, Texas 79702 

Re: T26S. R37E 
NE/4 NE/4 and S/2 NE/4 Section 15 
Lea County, New Mexico 

Dear Mr. Hartman: 

Reference is made to your response of January 7, 1993 to Meridian Oil's (Meridian) proposal to 
drill the Gregory B #2, located 990' FNL & 660 FEL Section 15, T26S, R37E, Lea County, New-
Mexico. This letter should clarify Meridian's position regarding its gas rights and the privileges it 
acquired in the captioned lands under various contracts. 

El Paso Natural Gas (El Paso) acquired its rights by virtue of an assignment dated July 1, 1942 
(recorded in Volume 27, Page 585, Lea County Records) from Stanolind Oil and Gas Company. 
Under the terms of the assignment, El Paso acquired the gas operating rights between the surface 
of the earth and 3500 feet beneath the surface (later amended to extend to 4000 feet beneath the 
surface) in Oil & Gas Lease LC-032510(b) . The rights acquired were subject to several 
outstanding agreements including contract dated November 16, 1938 between Anderson-Prichard 
Oil Corporation, R. Olsen Oil Company and the W-K Royalty Company, as oil operators and 
Stanolind Oil & Gas Company, as gas operator. Under the terms of this contract, Stanolind 
acquired the gas rights in and under the above described lands. This contract also granted the gas; 
operator the "right to operate and develop" the captioned lands (among others) "for gas" and the 
"gas rights therein." 

On February 6, 1987, but effective July 16, 1986 El Paso Natural Gas Company transferred 100% 
of all its right, title and interest in Oil and Gas Lease LC-032510(b) to El Paso Production 
Company insofar as said lease covers the gas operating rights from the surface to 4000 feet. El 
Paso Production Company is a wholly owned subsidiary of Burlington Resources (BR) operating 
under the name of Meridian Oil, also owned by BR. 

Your letter states that, as to the S/2 NE/4 Section 15 from the surface to 3500 feet, the operating 
rights that are owned by the Hartman Group were created "under and by virtue of that certain 
Operating Agreement dated November 30, 1944, between Stanolind Oil & Gas Company and R. 
Olsen Oil Company." The rights created under this Operating Agreement covered portions of 
Section 23 and 24, T26S, R37E, Lea County, New Mexico. Pursuant to Article I I therein, 

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800 
3300 N. "A" St., Bldg. 6, 79705-5406 



Letter to Doyle Hartman 
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Stanolind further conveyed to Olsen "the oil rights and all rights and privileges of the oil operator" 
under the aforementioned contract of November 16, 1938 which includes the S/2 NE/4 Section 
15, T26S, R37E. Stanolind was named as the Gas Operator under the November 16, 1938 
contract and had no oil rights to convey to Olsen, insofar as the S/2 NE/4 Section 15 was 
concerned. 

You also stated that Oil & Gas Lease LC-032510(b)was subject (in part) to "Contract dated May 
31, 1939, between Anderson-Prichard Oil Corporation, R. Olsen Oil Company and the W-K 
Royalty Company, as oil operator and Stanolind Oil & Gas Company, as gas operator, which 
provides, among other things, that gas operator shall have the right to purchase and thereafter 
own and operate wells capable of producing gas only." The instrument dated May 31, 1939 is an 
Amendment to the November 16, 1938 Contract which, as stated earlier, gives the gas operator 
the right to operate and develop for gas. No where is it mentioned that oil & casinghead rights 
are "dominant" over gas rights. 

Meridian has conducted numerous studies in this area, and based upon its findings, proposed a 
3200' gas well within the limits of a gas pool. Meridian is confident that the proposed Gregory B 
#2 will be gas productive and feels its proposal is justified. 

Very truly yours, 

MERIDIAN OIL INC. 

Lesiyn MC/Swierc, CPL 
Petroleum Landman 
LMS/lg 

cc: State of New Mexico 
Energy, Mineral and Natural Resources Department 
New Mexico Oil Conservation Division 
P. O. Box 2088 
Santa Fe, NM 87501 
Attn: Michael Stogner, Engineer 

Tom O'Donnell Dennis Sledge 
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TOT TTrf'Tj1 M m -i „ ^ U _jT>^ —t _ i . 1 -. . ^ S ^ Z J * ^ * 

."after-called " S t a n o l i n d P a r t y of the F i r s t Part, and EL PASO NATURAL GAS | 

- GOKPANY;. .'a corporation",' hereinafter called. "El Paso," Party of the Second j 

Part: 1 - ! 

•, ' ' 1 . 'For and i n consideration of the sum of Ten Dollars ($10.00) and 

ted A p r i l 12, .1934, issued 'jo Stanolind-. 









and ..'•delivery ofi t his i c c n t r a c t . S t a n o l i n d assumes a l l such d b l i e a t i ions a r i s m . 
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' ' - e l l 'Fs a l l l i k e , r o y a l t y o b l i g a t i o n s on; ga s /p roduc t ion abWe/3 v 5cjd ./feet f rom" 
F'.FF. - / / ,S'k?fK ••^•:':m::n • : '• 'j ii. ; ..••'.'.!-••• . - . ' i ; •• :•' i - i - ••>•.• '••'••-l,v-v ••: •.-.".•.••/.;. 

.• the e f f e c t i v e date hereof cn-any a d d i t i o n a l w e l l s S t a n o l i n d -may Fhereaftem d r i l l 

--on the . land: retaine'd^hy • Stanqlindil . ./Sub j e c t ' xo M t h e / s a t i s f ^ o t i o h -oT .the above' • F' 

•*-:.-.0:bl-i'gati.ons El iPaso s h a l l • be ;under;'no • o b l i g a t i o n to [S tano l ind to'-pfojduce o r - .-;•*'.; 

purchase igas f rom any w e l l • d e s c r i b e d a t any plaice in; t h i s j -contract .dur ing ' the 
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.. :'6. ' For " the -purpose of ad justing 'settlements between .El ."Paso/and -Stano-'.•'...•• •/-/ 
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iahyt.hihi-.-in t h i s c o n t r a c t ;tc 
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'•' F:,'-':L /.': /•'.- •'• =••::": 1 •• :/ '•/"•.' .'"'• \ I 
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Sec . -hereof , .-El .Paso - s h a l l - s e t t l e - w i t h S t a n o l i n d f or /thfe • d e f i c i e n c y \or/ d i f f e r - " - :--'•.;«: 
' i ...'•••--•..-.•. -: '•• . ' 1 i ••).:•:•:: I • .•:•!••-•. ' - • .- ' 

- •-v--.'-''' ••''•-.-- '---•'̂ " -' •••'•"-:: •-•..••'...'••.•!!!. '• •••:••-•;•" - ..-! !•:•"•••••.,]' • •-.•'•'!..•• \'!'. •• i-'v..-.;.. I - ••;-•'-. •.-:•-.;«,•,." 
--ehceFatFthib':'r>ric:e o f ^U . ' ^^d -Per. tFtausand' cuhi c"':t?eet. v, .:;.;-;;.•;.: •-; :-..•:';-•:. ••;! . • .;,...;.;;. -.,;-.••-

;d in ond by this instrument, |and the - . ' 

nure to "the benefit of and--be-b*i nding, • \ 

>arties hereto. Stanolind'and' El Ras.o ' \ 

•' r •"• . - :. F .F'; - FFv:'v-'F'F-F',.->;f;-.,,.- ,. .:.*•.'.••••" -;-"oF-:= rFv:"1 

'•• ' ^ " . - ^ " ^ : : V ' :--F.F- : V / ^ . F ^ : ' - ' ' , ' . F : F ^ F # ; " ; / : ; F , ' ^ - 'F/"'FF '•^•/'FF::///. 

: ; - J ' 
-••••>-'<-•:•. '•-:'•..' -';'••;''-.'''! •• . •.'-:.-'••?,i." '.:--- ,'::'-. .• •'" .'---:':;-';->.-F;' 



agree to.and with each other that! they w i l l not surrender t h e i r r i g h t s hereby 

transferred or reserved, under any of the above enumerated contracts, to the 

parties e n t i t l e d "to such surrender, u n t i l the party so desiring to surrender ' 

such r i g h t s shall! f i r s t n o t i f y the other party hereto of i t s inte n t i o n so to 

surrender and u n t i l i t ; s hall havejafforded the other party hereto the oppor-

t u n i t y f o r 15 days to elect to acquire said rights!by assignment and assume! 

the future duties; obligations and l i a b i l i t i e s attaching to the rig h t s so to 

be assigned. ! "• . .p • ! • . < • . . 1 

8. This contract i s made!

( subject to the.approval of the Secretary! 

.of the I n t e r i o r f i r s t had and obtained. I t . i s understood that t h i s assign-! 
i ! • ! ' p ', 1 

ment i s made subject to! the terms,! conditions and provisions of the above 

described United States.oil and gas leases and of the laws and regulations, ; 

including operating regulations, applicable thereto',! and that the approval of 

thi s instrument by|: the '.Secretary of the I n t e r i o r s h a l l not be deemed to waive 

or i n any way affect the rig h t s o f j t h e United States! thereunder or it s ! rela-! 

tions w i t h the o i l and gas lessees ;in said leases. ; ! 

IN WITNESS WHEREOF the parties hereto have'caused these presents t o ; 

be executed by t h e i r o f f i c e r s : thereunto duly authorized and t h e i r corporate 
seals to be hereunto duly affixed t h i s I*' 'day of , A. D. 1942.! 

ATTEST: STANOLIND!'OIL AND GAS COMPANY 

Secretary' Vice President' 

ATTEST: EL- PASO MTURAL GAS COMPANY 

Secretary S'/de- President / , 

We hereby approve t h i s assignment:' 

ATTEST: ANDERSON-PRICHARD OIL CORPORATION 

Secretary Pres iden t 

ATTEST: R. OLSEN- OIL COMPANY 

Secretary President 

ATTEST: W-K ROYALTY; : COMPANY 

Secretary. President 



STATE Of OKLAHOMA { 

COUNTY OF TULSA' j 

On tuns iay of January.. 1942, before ite appeared 

;o me nersonaliy known, wno, being by ne duly sworn, die say that he 

President of STANOLIND OIL AND GAS COMPANY, and .he seal affixed to said 

'instrument corporate seel of said corooration anc tnac saia instrument 

•was signed and sealed i n behalf of said jcorporation by authority•of i t s Board 

of Directors, and said E- K EULLAED acknowledged said instrument to be the 

\ 
free act and deed of said corporation. : • 

• • I : . ; 

IN WITNESS WHEREOF.! 1 .have hereunto set my.hand and affixed my 
notarial seal the day and yea: Foove w r i t t e n ! 

Mv commission e i c i r t 

• riotarv I-UDIIC 



AMENDMENT OF ASSIGNMENT-CONTRACT 

cL 

THIS INSTRUMENT, dated this // ~ day of February, A. D., 1943, by 

and between STANOLIND OIL AND GAS COMPANY, a corporation, hereinafter called 

"Stanolind," Party of the First Part, and EL PASO NATURAL GAS COMPANY, a corporation, 

hereinafter called "El Paso," Party of the Second Part; 

'"JITNESSETH: 

rHSREAS, by instrument titled "Assignment-Contract," executed September 10, 

A. D., 1942, to be and become effective July 1, A. D., 1942, and subscribed by tha 

above named parties, Stanolind assigned to El Paso a l l of Stanolind*s right, title, 

and interest in and to the gas rights and the gas producing rights from all 

formations between the surface of the ground and a depth of 3500 feet on the following 

described land in Lea County, New Mexico: 

Township 26S. Range 37E 

Sec. 4: All 
Sec. 10: SW£ SWi, SEi SE£ 

Sec. 15: H5t,KS£, NW* NW|, s£ N£; and 

WHEREAS, subsequently the United States Government has required El Paso 

to form a unit plan covering the gas rights from the surface of the ground to a 

depth of 4000 feet and the parties hereto desire to avoid complications which would 

result from that arrangement* 

NOV, THEREFORE, in consideration of the premises and of the sum of One 

($1.00) Dollar paid by El Paso to Stanolind, Stanolind agrees that wherever the 

figure "3500 feet" appears in the above described Assignment-Contract as referring 

to a depth below the surface of the ground, the same shall be amended to read 

"4000 feet" to the end that said Assignment-Contract shall transfer to EL Paso a l l 

of Stanolind's gas rights and gas producing rights from all formations between the 

surface of the ground and a depth of 4000 feet as to said land. 

Except as hereby amended, said Assignment-Contract shall be and remain 

in full force and effect in accordance with its terms and provisions* 

IN '.7ITNESS WHEREOF Stanolind has caused these presents to be executed 

by its officers thereunto duly authorized the day and year first above written* 
ATTEST: STANOLIND OIL AND GAS COMPANŶ  

L~-^-~-^~*-£^ , Bv JUL 
s&mtAMi Secretary Vice President 



We hereby approve this amendment, but this amendment shall not be 

construed as a transfer of any leasehold title of the undersigned. 

ATTEST: ANDERSON-PRICHARD OIL CORPORATION 

/ 
Secretary ^7^/2-^ President 

ATTEST R. CLS EN dlli COMPANY 

Secretary President 

STATE OF OKLAHOMA} 
0 SS: 

COUNTY OF TULSA 5 

On this//^Cs4^ day of February, A. D., 1943, before me appeared 

E. F. BULLARD, to me personally known, who, being by me duly sworn did say that 

he is the Vice President of STANOLIND OIL AND GAS COM-ANY, and that the seal 

affixed to said instrument is the corporate seal of said corporation and that 

said instrument was signed and sealed in behalf of said corporation by authority 

of its board of directors, and said E. F. Bullard acknowledged said instrument 

to be the free act and deed of said corporation. 

IN ̂ TNESS "THEREOF, I have hereunto set my hand and affixed my Notarial 

seal the day and year first above written. 

My commission expires 'J 1 1 
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m a O0B1SAOT, Hate tMe Mfe day of Boregter, 1886, by ead be­

tween AKSBS0S>7RZCBA1D OIL C08FQ8A3XQV, a oagpertitlam, 1* ttflBI 02L CKMMOsT, 

a oorporatioa, and SB W4C ROYALS' OQetttiaY, a oorporatioa, Partlea of tfee 

Urat Part, harolaafter sailed •OU Operator** aa* SJMBQXJSD OH j m OAS 

COMPANY, a corporation, Party of the Seeoafi Part, aezelaafter called **Oaa 

Operator"; 

WHEREAS, ooneurrentlLy with tae exesatlea of this laatranaat tae 

Oil Operators hare executed and delivered to the (8oa Operator aa asslgBaant of 

al l of tas Oil Operators' gao rigata ia guraojraeaat Lease Serial ao* lea Ornoea 

00283.0(b), ao far aad to tae extaat that tae leaae eorara tae SWfc tfg± sad tho 

SK£ S5& of Seotioa 10, aadtaeaw£a^eadt lwaa$sm$ea^ Seettea 

18, all ia tarns hip So-South, Range ST-Iast la Lea Oossty, Sew Msxleo, which 

land la hereinafter referred to aa "Assigned Portion, of tae teegovy Lease", 

together with a l l their right, title aad latereat la the operating contract 

thereon, AND 

WHEREAS, the OU Operators hare liaawiee eoaeugreully herewith 

assigned to the Oas Operator a l l their right, title aad lateroat la aad to tae 

gas rights la government leaae Serial Ho. Las Onees OSdedS (fon&erly Las 

Croc os 050180(b), to tae extent that said leaae covera a l l of Seotioa 4, Town­

ship 26-South, Bangs 87-aast la Lea County, sew Mexico, which lead la herein-

after referred to as the "Assigned Portion of the faraaworth Leaae", together 

with all of the Oil Operators' right, title aad latereat la aad to the operat­

ing agroemeat thereon, AND 

WHEREAS, said asslgoaeata were made upon certain other tenet 

and conditions aad considerations not expressed in said agreeasnts, aad the 

parties hereto desire to set forth the terms, conditions aad consideration 

of said transfer, 

NOW, SEEKTOHB, la oooalderatloa of the premises aad tae mu­

tual ooireaants aad promises herein contained, i t la agreed aa follows! 

APPROVED 

/timber Z. 

ii. J. 3, 



ail-*3rA^ 

ln%«r ftmttttt %a* HtUBti 

^ l«Ma aalaJ^ aet elaa 

ell 

gan t^pxe^mA^la ell trmell 

81BW& psaMtttt:'4aT 49B 

tor «M flat ataftl k™ *^ff* Yl£at0 

taat l*l»flrill l«SBrlB^ 
' . ^ . • • •'."••"''•.fj.:: • • • • " ... 

oU_ll a 1 1 g l 

i at Get 

earn Oil t * « ^ * aaft <tr*V«*tf atafil tansttataly * i » * MX 

Oafjwtajaej iaatij**. at tsatlr liai* eaeji ejaft eB̂ eaisw* Beta tae xiajfrt ta aala) a 

SMaT i»t*v •** JB*f-9 o» 1aa^ ««tSeaV 1^ a^ 

dayo Ism «att «f tlttft). tate M r aa*a eU wall ev waftl*, *s*m pejia* «a* 

0e* e ^ B ^ ^ •»* i*a* ̂  a* .alia, wadoa 

ear* stall as* eamtft tte fimiSlai ^ 

salA las* Mr * * MUlal a*..wUft *f lite slawastey flat alaUar csjrtBeaat, 

est fte Wil erajaUB ateU tea****** »*©»way iaajajilBae), 

aaBjeet te tot «U iwpeea* to tte Oat Operate? mater tae oemtreat ef «tWy U , 

I M M a M StaBftttafl ttl ead Ota tenpoay. Ajrtaarov r̂l ahard 

ami Warn «tt fcajew* fll terelawCtar amiBM, I f SAT Me* wall a 

ay Oil % « » a ^ faaU jHaWfltt* ^ ^arater shall lat tattf** 

te fee j i i jffojifloltnii aai te*ttl Oattrntera stall, at Ha) ayttom a* fee Oas 

Operator,dslitar to or oatt ffatm tas for tte ait*** Of Oas Operator, fee 

' : «a.4»ai»J^ 

roqafcwd and Ker f«te ef«r«tll!3 

fas to t t l i l * ^ *^ w «•» i»—• 

shall ao «4k tea tola ooa* f i •*» Ofsaxtoavaal tea Opaiate aaaU holA tail Oil 

Operates*; asaaAtst fata w tttJcstlsm or llaaUlty f«r taa i ^ t y totaroat.^ 

UB» ovaut tat «U ftmitas^^ t* swfwe ta eserslsa t l ^ r l ^ e» 

>.5 

ta tate e w a 

eandltliami aad altala tao w ajealflat ay tala 



Operators shall tatff«spsj& forfait to tas Oas OpeiaUr aU at tfcrtv ail ami 
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thaa taaaat aad tartrt ay said vail, teat aaall aat forfait thai* ri**ai la aad 
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hot* Him rtfrt rt **»*, a 10-Aay t*s*, art **y r at it* **ti«a, art ahrtlaot to 

rs**lra*, witfcia 00 fiafa rtrtr ertA artftae, teles *«jr * r t ort rt*l orartla, 

aa*a parti* Oil Ortrrtcrt for rt* oort ef *rtllis*«Mrtrtjrt^^ 

•art efcsU art ssaort | * r t ^ la 1tort*irt«r of 

*a£A lartA art rt*. 0̂  rtftlal ; _;̂ |̂;.*lrt(B*0rt ̂  ^ ^ Oortrtp*^^ 
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apply asoiaot S*JA eilptjanat ao prmd*4 horela, an* OU Oawatoa* shall ro-

a***Dmo ties Opmutw far tho coat of Maeaaaaiy ***** n*tpj*ut required end 

for f*J* eporatlns ohaarewi for proposing th* oil or distillate, ta*a*Y*r 

sosa oU or distillate is deUvarod ta kiad ay Oas Operator to OU Operator*, 

such dslifaary aaall as at tas solo osst of OU Operator* aad OU Opsratar* 

shall hold tas Oas Operator hsxnlcas from aay obligation or liability for tha 

royalty interest* Xn tas eras* tha Oas Opsratar shall fall or refuse to 

exercise its right or optics, tendered i t sy OU Opsratar* trader tax* paragraph 

or paragraph 0 h*r**f to tain ever a soil drilled or evaad hy OU Operatora 

upon the tens* and ©oaditioeaa aad withia th* tin* United or specified by 

thia contrast, tas Oas Operator ahall thereupon forfeit to th* OU Opsratar* 

all of its gas rights la aad to said well as ta a l l horizons er gas formations 

the* tapped aad tested Vy said well, sat shall not thereby forfait it* right* 

la and to aay untested er undeveloped foaaatiea* underlying said sell site. 

80 I f OU Operator* should arias; in. a veil capable of proposing 

oU er distillate la paying evaatltiea, to the satisfaction of OU Operators* 

and also gas, OU Operators aay eoBttaa* to operate i t aad aaall be entitled 

to the oil aad distillate production snbjeet to the oU payaaat of oa* ais> 

teeath payable to the Oas Operator ss herein elsewhere provided, aad the ga* 

shall, at the option of the Oas Operator, be delivered to Oas Operator or sold 

for the eredit of the Oas Operator i f there ia a aaofeet available, aad Oas 

Operator ahall relafearoe OU Operators for the ooet of aeeeaaary extra sosipaamt 

required aad for fair operating oharges for producing said gas* whsnev** sash, 

gas is delivered. In kiad by OU Operators to Oas Operator, such delivery ahall 

ba at the sol* seat of Oas Operator, and Oas Operator ahall hold OU Operator* 

harndeBsti from aay obligation er liability for th* royalty interest, ttie 

paragraph shall not be ooastrued as in anywise obligating OU Operators to 

dispose of a aid gas when there la a* ajaraat available for sea*. 

6. Xaoh party ahall at all tines hare and enjoy the right of lagroaa 

and egress to and from said precises, subject to the rlghta of the Xblted State* 

and any surface owner thereon, and each party hereto shall hare the right to sso 

so much of the ssrfaee aad a* aaah snrplas gas, free of cost, as any be reason­

ably necessary and proper in the eoadaot of their operations, bat each party 

shall ao eoadaot Ita operations and ao locate its laproveasnts, equipanat, 

strue tores, facilities and appliance* aa te Interfere aa little as possible 



with tha eparatlosa of the other. 

7. neither party hereto ahall abandon aay veil drilled or owned 

hy It oa said prealses until It has f irst offered the other party the right, 

upon thirty days' notice, to take over said veil upon peyaent of the salvage 

value of the equlpasnt thereon necessary for the future drilling or operation 

of said veil. 

8. In the event a vail producing gas only or a veil producing oil 

and gaa, operated hy Oas Operator, ahall eaaae to produce gaa ln sufficient 

quantities to satisfy Oas Operator hut pogrom pes er continues to produce oi l 

or distillate. Oil Operators shall have the right, hut ahall not he subject 

to the obligation, te take over the said veil, upon 80 days* notice, by peysaat 

to Oas Operates? ef the salvage value of the equipment thsrsen necessary to 

operate said veil. Also, In the event that a veil producing oil: only, er a 

veil producing oil aad gas, operated by Oil Operators, ahall cease to produce 

oil in sufficient chastities to satisfy Oil Operators, but cooaances or con­

tinues to produce, gas, Oas Operator shall have the right, bat ahall net be 

subject to the obligation, to take over the said veil oh 80 days' notice by 

payasat to Oil Operators of the salvage value of the equipment thereon asseo-

eery to operate aald veil* 

9* Any party oo forfeiting its rights under paragraphs 2, 4- and 0 

hereof shall pronptly execute and deliver to the other a recordable oaalgwafftnt 

of the rights so forfeits*. 

10. Twin opiiffatilna party any, at any Use, upon 80 days9 notice to the 

other party, voluntarily surrender aad assign to such other party a l l of i ts 

er their rights in the formation or at too bsrlsem from which any veil is pro­

ducing, aad upon such nsfreader and assignment, the assignor shall thenceforth 

be relieved of aad from a l l obligation to pay aay portion of the cost of the 

future opera tion ef any such veil or veils so long as sane are producing from 

the formations or hsrlaoas se surrendered aad assigned. However, the assignor 

shall not thareby forfait its or their righto in aad to any untested er unde­

veloped fOflBfttlea underlying such se l l site or altos* Under such eiremm-

ataaceSo the asalgaoo shall, at its option, either purchase e l l ef toe esirtgnor°a 

interest in aad to a l l notorial aad seulp**at i a aad about said veil at tho 



current prevailing salvage Talus, est deliver oa the jiy amlaaa to assignor suoa ' 

material aad equipment la kinds nalvago axpoaao to to boom ay assignor. 

U . rsrsgraph Bb. 1 of taa ooatraot dated July 1*. 1880, bitaawm 

Staaollnd OU aad Oa* Oaapany, Andarsonr-Prlehard Oil Oorporatloa, sad tasam 

Oil Company (to vbieh taa partleo to this ooatrast are tas auseossera Im 

interest) la hereby aaaadod ao that tha sum of $800,000.00 la memey therelm 

provided to ba paid to the Oas Operator herein shall hereafter bo paid im 

iastallaaffits eousl to the grass proceeds of the sals, disposal er utlllxetles, 

of one-sixteenth (1/lSth) ef the oi l , oasinghead gas. gas sad other hydre-

oarbou substanoes produced by tho Oil Operators hsreia from the portiem ef 

tho lease and permit areas Involved la said eentreat of July I t , 1900, but mo 

credit on such sum of $800,000.00 shell bs allseed to Oil Operators for aad 

on account of any gas, natural gas gasoline, or g — v a p o r produced by -the 

Oas Operators frou the assigned portion of the Oregery lease, the assigned por­

tion of the Ferns worth lease, aad -the HRfc fl&$ ef Section 33-889-SfB in Lea 

County, Bow Mexico, i f assigned to Oas Opsratar under the provisions of Fare-

graph 14 hereof; nor shall any credit be allowed for or on account of amy oil , 

oas loghead gas or distillate produced by the Oas Operator aad forfeited by Oil 

Operators under toe terms and provisions of Paragraphs nuabered 8, 4, 9 and 10 

hereof. Except as hereby amended, said contract of luly 10, 1930 ahall be and 

remain ln full force and effect, according to its terms and conditions* The 

oil rights on the aaaigned portion of the Gregory lease and the assigned por­

tion of the Paws worth lease, and the BB& B0£ of Section 33-8SS-37B, i f as­

signed, to Oas Operator under tho provisions of paragraph 14 hereof, and any 

oil rights hereafter acquired by Oil Operators upon any wells drilled by Oas 

Operator hereunder, shall be and remain subject to paragraph 1 of said ooatraot 

of July 16, 1936, as hereby amended. 

12. Paragraph 7 of said contract of July 16, 19S6 and sub-paragraphs 

A, 3, 0, D, S and P thereof, are hereby suspended so far as they apply to the 

assigned portion of the Oregory lease and the assigned portion of toe Tarns worth 

lease, as long as the Oas Operator shall continue to exercise the gas rights 

granted by the assignments executed concurrently herewith,, and the BB£ BBfc of 

Sec tion 33-2SS-37S, i f assigned to Oas Operator under the provisions of para-

grapn 14 hereof, but in the event that Oas Operator ahall reassign toe gas 



rights ts Oil Operators ia whole sy ia part, or im the event oil Qpoiat̂ ia 

shall ia may other mamas? aesulre tas gaa producing rights ia and under say 

sail er wallo om tas asxeege cohered ay tats paregraph, tbarsusom said psam-

graph f saA said subparagraphs aaall os rati*** ts tas sxtsat at taa rigats 

so reacquired ay OU Opsrators. 

18. She parties herein agree that under tas ebllgrtloss lapoeod upon 

tha OU Opsxatsrs under paragraph 0 of taa eeatreet of July 18, 1800, ins OU 

Operators era saw obligated te drill taa additioaal aella em toe properties ia 

said ooatraot described, em vhioh the Oms Operator is entitled to sm oU pey» 

mmat, aad the OU Operators shall, as part of the consideration of this ooa­

traot, eemmemee both of said veils vlthim 00 emys aftsr tae execution of this 

contrast, at locations to be aelseted by OU Operators, aad drill tae aaaa 

diligently to the producing oU horlaam la toe field, this paragraph ahall 

sot be deemed to limit or modify the future drilling obligations of OU Opera­

tors hereim under said ooatraot of July 10, 1980, 

Id, She OU Operators agree, at their omm expense, to plug busk aad 

reoomditiom the oU well mow located im the eemter of the JHfc JRfg Seotioa 88, 

fbunship 88 South, Bangs 3? Bast, aad endeavor to convert tola veil into a gaa 

veil. Such plugging back and reconditioning shell be iiaiinaiiniiiid iamsdiatoly 

upom execution of this contract and ahall be diligently prosecuted to eommle-

tion. I f upon the eompletlom of this work, the veil is found by Oas Operator 

to be a well capable of producing gas im sufficient euantltles and under suffi­

cient pressure to be aad constitute a sommeroial gas veU, and, i f toe Oas 

Operator finds that the hole la in a satisfactory eemeitoem, aad the veil has 

been fully equipped for gas production, OU Operators shall thereupon as alga, 

and transfer the said gas veil and tho OU Operators' rights under too Gsverar 

ment lease and operatlag agreement thereon, eoTsrlag too gas righto is said 

forty acres notion embrace the gas well, to tha Oaa Operator, and, toe Qes 

Operator agrees to take and receive said asslgsammt aad shall thereupon pay too 

OU Operatora therefor toe cost of drilling and equipping such veil, which cost 

ahall net exceed the prevailing price currently paid in the rieinity ef eaid 

land for the drilling of walls te the depth at which said veil is completed es 

a gas veil, aad for similar coulpnent, and toe Oas Operator ahaU thereafter . 

operate the well aad the OU Operatora shall retain the oU and distillate righto 

ln such well and forty (40) acre tract, and said veil shall be operated im too 



r 

same manner and under the aam term* and rendition*, including contribution 

of expense and distribution of Income, as walls are operated hereunder upon the 

assigned portion of the Gregory lease and upon the assigned portion of toe 

Farnsworth lease. If the Oas Operator shall find that th* hole is in an un­

satisfactory condition, or if the well does not neks gas in sufficient volume 

and under sufficient pressure to constitute a commercial gas well, Oas Opera­

tor may decline to acquire said veil hy assignees* and all the gas rights upon 

the forty (40) acres on which said veil vus drilled, ln which event toe ease 

shall reneln tha property of Oil Operators, and the OU Operators shall pay and 

hear all expense of plugging back and reconditioning said veil. Oas Operator 

may likewise dells* to take over said veil until it has been properly equipped 

for gas production} provided Oas Operator instructs Oil Operators im writing 

at tha tins of completion of said veil as to too type of character of equipment 

desired. 

IS. Saeh party agrees that before comumnoing the drilling of amy 

well spam the lands above described it shell notify toe other party. Opom re-

fusot, seek party shall furnish to the ether, samplea of ceres and cuttings 

of formations encountered in its drilling operations, certified copies of sessile 

veil legs and any ether Information which amy be TosprwiahHy requested pertain­

ing to the drilling of its wells, lash party smell give to the ether party 

sufficient notice prior to testing any shows of production which toe other party 

- would be entitled to take over under this contract, so that too other party aay 

have a representative present during toe time such tost is made. Sack party 

shall allow the other, at its omm risk and expense, to run a g*ephome tost 

upon amy veil drilled, suck testing party to pay tho nos-testing party shut­

down time caused by such operations, aad If either party runs a 8osln*ksrsjsr 

tost it shall furnish to the ether party a copy of the log thereof. 

10. ds between toe parties hereto aad tho Ouieiameat ef the Baited 

States, too Oas Operator shall pay tho annual advance rentals under the 

Osvermmemt lease upon tho assigned portion of the Gregory lease, upon the 

assigned portion of the Parnamarth loess, and upon the above described forty 

aero tract im Seotlen 88, im tho oveat that tho Oas Operator shall acquire tat 

gas righto therein. So long as the assigned portion of the Jarna worth lease 

shell have no gas or oil veil thereon, the Oil Operators shall promptly ro-
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... • / 
Ssburse the Oas Operator for one-half of Oho advemeo rentals upem tae aasigned ' 

portion of sold lease. After the discovery of gas ln oemmmvelal quantities upon 

the assigned portion of said lease, the Oes Operator shall per end beer the said 

rentals thereafter ccodas due, and the Oil Operators shell not be required to 

contribute thereto, irrespective of whether or not the assigned portion la also 

productive of oil, but the Oas Operator shall have the right to recover the ad­

vance rental out of Government royalty on both the gas and the oil production, 

to the extent that the leasee could be eo reimbursed therefrom under the pro-

vial ens of the Qovernaen* lease and applicable laws and regulations, and where 

the oil has bean delivered ln kind to OU Operators, Oil Operators will promptly 

pay Oas Operator said Government royalty nosey to effect such reimbursement. 

During such tines as the assigned portion of said lease shall contain one or 

nore oonoeroial oil wells drilled or taken over by Oil Operators, but no com­

mercial gas well operated by Oas Operator, Oil Operators shell promptly reim­

burse Oas Operator for tme entire rental advanced by Oes Operator, and the 

Oil Operators shall thereupon be entitled to reimbursement out of the Government 

oil royalties to the extent that the lessee could be likewise ao reimbursed 

therefrom, de same provisions as to payment and relmbuiseaant of advance 

rentals shall apply to the assigned portion of the Oregory leans as hereinabove 

provided for the assigned portion of the Farnsworth lease* Also, i f the Oes 

Operator shall acquire the gas rights on the forty-acre tract in Section 39, 

the sane provisions as te payment and reimbursement for and on account of said 

advance rentals shall apply to said forty-acre tract, as provided in respeot to 

the assigned portion of the Parnsworth lease* 

17. All taxes assessed or accruing after the date hereof upon tbe 

assigned portions of the Oregory and Parasworth leases, and upon said forty 

acre tract in Seotlon 33, i f and after acquired by the Gas Operator, or upon 

the estate or interest thereby created, or upon the wells and equipment, end 

any and all taxes assessed or accruing after the date hereof upon the production, 

transportation or sale of oil and gas therefrom shall be paid by the party hereto 

owning suoh leasehold rights, property or production. If auoh tax upon such 

rights and production la separately assessed and levied. All such taxes not 

separately assessed as between Oil Operators and Oas Operator ahall be paid by 

Oaa Operator and the amount of said taxea shall be equitably apportioned to r-A the oil and gas rights, property or production, as the ease may be, ln pro-



portion to too relatxv» value thereof, saA the Oil Operators aaall reimburse 

taa Gas Operator- far taatr fair prspartlom of said taxes* 

10* Either Bar assigo, i a uhele or l a part, taa rlgata acquired 

in ami by toe assignments made concurrently vita thia ooatraot. or taa assign­

ment haroia contemplated, bat aay aad a l l such assignments aaall ba made ax-

proaaly subject to each aad every of taa teas* of thia ooatraot, aad taa 

covenants hereof aaall bo flirmmifl to bo covenants running with taa land aad ahall 

inura to the benefit ot aad be blading upon the saooeoaore and aaaigne of the 

partiea hereto* neither the Oil Operatora nor toe Oaa Operator ahall aurraader 

to the Hal tod States Government, er to any predoeoaaor la interest ef toe 

partiea hereto, any of the righto assigned er reserved In and by toe eeslgn-

aanto made ooneurrently hereoith, or the assignaent contemplated hereunder, or 

any righto to be acquired by either party hereto from the other, under the 

terras of this contract, without first offering to reassign said rights to the 

other party hereto, os condition that the party receiving said assignaent shall 

assume a l l future obligations under a l l the existing leases and con tree ts re­

lating to the land desired to be surrendered, including the payment of the 

Government advance rentals, and on condition that the party desiring to receive 

such reasslgaaent shall compensate the prospective assignor for the selvage 

value of assignor's Interest in all oaa lug and other mail equipment which the 

assignee shall desire to take over* 

19. Bach party shall conduct its operations in full conformity with 

the requirements of law and the regulations and lawful orders of any duly 

constituted Governmental agency or authority, and tha provisions of all appli­

cable leases and contracts, aad shall pay and discharge ln full Its obligations 

incident to such operations and shall so operate as not to cause any unlawful 

personal injury or death, or damage to the property of others, and will in all 

these things save the other party harmleas at all tlams from any duty or obli­

gation or liability in connection therewith, and so as to protect the righto of 

the other party ln and to said p reals es from forfeiture, loss or cancellation 

on aocount of any default of the party In this paragraph first referred to. 

20. Ime coat of drilling, equipping, completing and operating pro­

ducing wells and tha salvage value of leaae aad well equipment upon wells turnesT* 

over by one party to tho other ahall, as far as possible, be determined in eo-

eardanee with the provisions of tho Schedule of Accounting Procedure, attached 
A 

-10-
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hereto, aad designated Xxhlbit "A", Where the words "Joint lease" or "Joint 

account" are used in said Xzhlblt they ahall mean tha subject leases and tha 

aocounts of the parties. 

21* Before the oamssnoament of any operations hereunder and 

the life of this agreement, any party operating hereunder shall carry Workmen*s 

Oompensetion insurance as required hy the laws of the State of Hew Mexico and 

shall carry and maintain, with an insurance company or companies approved by 

the other or non-operating party. Contractor'a Public Liability insurance with 

limts of #28,000.00 and $80,000.00 

22. dis agreement shall remain in forces aa to each subdivision of 

land herein so long as tho gas rights and oil rights are separately owned, for 

the full tern of the Government lease or leasee involved and any extension or 

renewal thereof | provided, however, that the termination of this contrast ahall 

not affect or alter the terms and conditions of the contract of July Id, 1986 

hereby . 

WXBBBS the execution hereof tho day and year herein first above 

AHQSM0SMP8Z8SARD OIL COBfQRAXIOhT 

"-y^n- President 

Sc QLSEn* 0] PAST 

* i f 

JL 
Secretary 

BsmnaBD on. AID OAS OOHPABT A P P R O V E D BsmnaBD on. AID OAS OOHPABT 

l it 0 8"-
BsmnaBD on. AID OAS OOHPABT 

LAMB BCPr 

'•co- President \ J H f i 

Oas O p e r a t o r 
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BTax* 07 QSUOMk ) 

being *f *» duly 
? ^ Om this /3^&aet at i£&l»»<^^ . IflSB. 

seal of said corporatism end that aula isstrmm 
bmhalf̂ ef aaU cospcratiea ay eettoritr ef i ts 
,, irn fifi¥-*Yrfnii ŝ rmrrrtc ^ , • aeJpawmlmeW < 
set aad deed of amid corporation* 

ZH 7118838 WBBOtV Z have tawaat© set mm* mead earn affixed ay 
setartctl seal the day 'amd yearn f irs t atore mrltfcs&o 

Ky eommlssldA expires ^ Jtfi /<?*o 

COUHTY 07 vZUHCSU, ) 
) SSt 

3TME Ci' OKLATOiA. ) 

/ ( S f t Oa thia^>t day of I & L ^ A A ^ J . 1880. before aa 
\X> U^U-<^^, to me persmaally known, mho, being ay aa duly 

did aa? th..t ba ia the ^Py-v^JLJ-t^JV- ef E* OLSai OIL CCMPABY, 
that the seal affixed to aaid lamfrgwasmt is the corporate seal of said 
poration and that said instrument mas signed amd sealed im behalf of maid 
eerporntiem by authority of its Beard ef Directors, amd said -j?. (DJLa^^. , 
aotaLowledgad said inatrurnant to ba the free est amd deed of aaid corporation* 

ZH bTBBSSS WJSBDOf, Z hare havsamte set my hand amd affixed ny 
aotarOti. seal tha day and year f irst above written* 

My ooamassiom expires 3, / f f / 

COCHTT cr fmiximnff > 
) SSt 

S^.Ti: GP ITAWSAS ) 
Oa this 12 tfr day of Deo amber 1888* before ms appeared 

i.. winter to me personally known, who, being ay ao duly smarm, 
did aay that iie is the: Vt e a-PrA«^a»» of IBS B-K ROYALT? CGeffABY, 
and that the seal affixed to aaid lm trussfl.fr is the oorporate seal of said 
corporation, end taut suld instrument waa signed unc sealed im tehslf of said 
corporation by amthorltr of lta Board of Blrootora, and said L . W ^ H . . . 
acknowledged said Instrument to be the free est and deed of said corporation. 

ZJf wifBESS VBKRBOP, Z have hsromato set ay hand and affixed my 
notarial seal the day and year first above written. 

My nossrtssiwa expires September 12r 194?. 
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A C C O U N T I N G P R O C E D U R E 

The Operator shall bill the Non-Operators on or before the last day of each month for their proportionate share of coats and ex-
W i ° ™ & T X ^ ™ t * W miscellaneo™ income received for the joint= * " ^ « » . S l ^ f T e f t ^ c S ^ f o r 
Itemized statements shall accompany such bills. Operator's monthly billing -to each .Non^Operator shaJB 
amounts advanced to cover development and operating costs for -that V » * ^ J ^ ^ ^ l ^ * i ^ ^ ^ L ^ ^ ^ i S d 
in excess of the actual expenditure made. Operator's Wiling shall be accompanied by check to refund the credit balance» veflettni. 
f actual expenditures exceed the amount advanced, each party shall pay its proportionate share: of dficit ™ ^ * ^ 6

d £ * 
alter the receipt of billing. If payment is not made within such time, the unpaid balance shall bear interest at the rate o1 6 per 
cent annum until paid. Payment of any such bill shall not prejudice the right of any party to protest or question the cor-
rcctness thereof. . .. • -. 
Onentor shall have and be entitled to a prior lien on all the rights and interests of Non-Operator in said lease, the production 
I h S o m ! and the mrferial and equipment thewon. to secure the payment by Non-Operator of his proportion of costs, charges and 
expenses of developing and operating the joint lease as herein provided. 
Operator shall furnish Non-Operator with copies of welt logs of each well drilled on the joint lease; and on request. Non-Operator 
shall be furnished samples of cuttings from the formations drilled. 
Son-Operator shall have access to the joint lease premises, and to all books and records pertaining to said joint operation for the 
•>urpose of inspection at all reasonable times. 
The joint account shall not be charged with any expenditures or contributions made by the Operator toward an ̂ J ^ f i t ' ? ^ . k

0 _ 

— — * — 

Operator shall charge the joint lease account with the following items: 
(O Delay rentals, when such rentals are paid by the Operator for the joint lease account. Royalties, when not to be paid direct 

to Royalty Owners by the purchasers of the oil, gas, casinghead gas or other products of the lease. 
(2) Labor, teaming, and other services necessary for the development, maintenance and operation of the property. 
(3) Materials, equipment and supplies purchased, and/or furnished by Operator from its warehouse stocks or from its other leases 

or ule on the joint lease. Insofar a. is reasonably practical and consistent with-efficient and econom.cal operation, only such 
materials shall be purchased for or transferred to the joint lease as are required for immediate use. and the accumulation ot 
warehouse and/or lease stock on the* joint property shall be avoided. 

(4) Moving material to the joint lease from Vendor's or from Operator's warehouse in the district, or from other leases of Opera-
} tor b̂ utTn either of the last events, the distance charged to the joint lease shall not exceed the distance from the nearest 

reliable supply store or railway receiving point, except by special agreement with Non-Operator. 
M) Moving surplus materials from the joint lease to outside Vendees, if sold f.o.b. destination, o^minor returns to Operator's 

^rehouse; but charge against the joint lease account for moving major surplus materials to Operator's warehouse, shaU no 
Exceed the cost of moving such material to the nearest reliable supply store or railway receiving point except by special 
agreement with Non-Ope*ator: and no charge shall be made to joint lease "account for moving materials to other leases 
belonging to Operator, except by special agreement with Non-Operator. 

(6) Use of and service by Operator s exclusively owned equipment and utilities at rates not exceeding those prevailing in the dis-
trict where the joint lease is located unless definitely stated under Section II . "Basis of Charges to Joint Account." 

(7) Damages or losses incurred by fire, flood, storm or other accidental or natural causes. 
(8) All costs and expenses of litigation, or legal services otherwise, necessary or expedient for the pro^twn of the^joint inter-

ests including attorn-y's fees and expenses as hereinafter provided, together with all judgments obtained against the joint 
account or the subject matter of this agreement: actual expenses incurred by any party or parties hereto in. securing evidence 
for the purpose of defending against any action or claim prosecuted or urged against the joint account or the subject matter 
of this agreement. 
fa) If a majority of the interests hereunder shall so agree, actions or claims affecting the joint interests hereunder, may be 

handled by the legal staff of one or more of the parties hereto, and a charge commensurate with the services rendered 
may be made against the joint lease account, but no such charge shall be made until approved by the legal department 
of or attorneys for the respective parties hereto. 

(b) Fees and expenses of outside attorneys shall not be charged to the joint lease account unless authorized by a vote of 
the majority of the interests hereunder. 

(9) All taxes of every kind and nature (except income taxes, and except gross production taxes not required by law to be paid 
bv the Operator) assessed upon or in connection with the properties which are the subject of this agreement, the production 
therefrom or the operation thereof, and which taxes have been paid by the operator,: Upon timely notice given by any Non-
Operator, the Operator shall, on behalf of the NOn-Operator giving such notice, protest toe payment of such Non-Operators 
share of any such tax or taxes so paid, but Operator shall have no further obligation with respert,to such protested tax pay­
ment. 1 ' •'• 

(10) Premiums for workmen's compensation, contractor's public UabiUty and empk>yers\liability insurance on the joint lease 
operations, and/or public liability and property damage insurance on jointly owned automotive equipment operated for the 
joint lease, if any such insurance carried or required to be carried for the joint account; together with all expenditures incurred 
and paid in settlement of claims or judgments, not recovered from the insurance carrier to fully discharge all liability of 
Operator ensuing from an accident occuring on or in connection with operations for the benefit of the joint lease. 

(11) If no insurance is carried or required to be carried on'any Or atTof the above or other risks, all actual expenditures incurred 
and paid by the Operator in settlement of any. and all losses, claims, damages, judgments, and any other expenses including 
legal services shall be charged to the1 joint lease account.. . ; J ... -x,~. - r... - ^ . ^ ^ . . ^ 1 ^ ̂ •.if«̂ !»|.-t: wj-ijv ?.«."-»iifc,«-»4 - • : 

(12) A proportionate share of the salaries and expenses of Operator's District Superintendent and other general District Employ­
ees serving the lease, whose time is; not allocated directly to the lease, and a proportionate share of maintaining and operat­
ing a District Office in conducting the management of operations on the joint lease and other leases owned and operated by 
Operator in the same locality, such charges to be apportioned to all leases served in the ratios of direct labor payroll charges, 
numbers of wdls. or on some other equitable basis consistent with Operators accounting practice. 

'•- • " •Nv1 *" .. ' " 
(13) Camp Expense: The expense of providing and maintaining on or in the vicinity of the joint lease all necessary camps, hous­

ing facilities'for employees, and boarding employees, if necessary. When leases other than the joint lease are served by these"" 
facilities, then an equitable distribution of expense including depreciation, or a fair monthly rental in liar of the investment, 
maintenance and operating cost of buildings and camp.equipment, shall be prorated jujainst all leases-serredri-..r. { 3. .-. 

(14) Handling Charges: To cover "the cost of handlingmitetW mtô 'and In the warehouse/a handfi^ charge « > t t f 
5% of the net cost of the material, new or second-hand, placed upon the lease from the Operator** warehouse may be assessed 
against the joint accountrexcept ^hat, ^ 
(a) On new tubular goods (2" and over), tanks,r* - s— > — -

ment, no handling charge shall be assessed; 
(b) On second-hand tubular goods (2* 

of equipment, a handling charge .not in exiceajr ot 2>»T» ot me net cost my-fee u 



(15) Overhead charges, which shall be in lieu of any charges for any part of the compensation or salaries paid to managing officers 
and employees of the Operator, including the division superintendent, the entire staff and expenses of the division office, and 
any portion of the office expense of the principal business office of the Operator, but are not in lieu of district or field office 
expenses incurred in developing and operating any such properties, or any other expenses of the Operator incurred in the 
development and operation of said leases; and the Operator shall have the right to assess against the properties covered 
hereby, the following overhead charges:' 

(a) $_. i P P » 0 0 per well per month for each drilling well, beginning on the date the well is spndded and terminating when 
it is on production or is plugged, as the case may be; except that no charge shall be made during suspension of drilling 
operations for 15 or more consecutive days. 

<b) S_—?5j»00_ p e r w e j j p e r m o n t h £ o r the first 5 producing wells. 

•c) S .15«_Q0per well per month for the second 5 producing wells. 

"1) $ 1 0 . QQ per well per month for all producing wells over i P — 

The above overhead schedule on producing wells shall be applied to individual leases: provided that where leases covered by 
'.his agreement are operated as a unitized project in the interest of economic development the schedule shall be applied to the 
total number of wells irrespective of individual leases. 

In connection with overhead charges, the status of wells shall be as follows : 

In-put or key wells shall be included in overhead schedule the same as producing oil wells. 

Salt water disposal wells shall not be included in overhead schedule. 

Producing gas wells shall be included in overhead schedule the same as producing oil wells. 

Wells permanently shut down but on which plugging operations are deferred, shall be dropped from overhead schedule at 
the time the shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate 
during time required for the plugging operation. 

Wells being plugged back or drilled deeper shall be included in overhead schedule the same as drilling wells. 

Various wells may be shut down temporarily and later replaced on production. I f and when a well is shut down and not 
produced or worked upon lor a period o i a fu l l calendar month, it shall not be included on the overhead schedule for such 
month. 

The above specific overhead rates may be amended from time to time by agreement between Operator and Non-Operator if, 
:n practice, they are found to be insufficient or excessive. 

1' i Any other items oi cost and expense incurred by Operator for the necessary and proper development, equipment and oper­
ation o: the joint lease. 

I I — B A S I S O F C H A R G E S T O J O I N T A C C O U N T : 

! i Outside Purchase-: Al ! materials and equipment purchased and all service procured from outside sources wil l be charged 
;;t their actual cost to Operator alter deducting any and all trade and/or cash discounts actually allowed off invoices or 
received l.y Operator. 

Ji New Materials furnished by Operator (Condition " A " ) . 

New Materials transferred to lease irom Operator's warehouse or other leases shall be priced f.o.h. the nearest supply 
store or railwav receiving point, at replacement cost of the same kind of materials. This wi l l include large equipment 
such as tanks, rigs, pumps, boilers and engines. A l l tubular goods (2" and over) wi l l be charged on the basis of mil l -
-hipment. or carload price. Other materials, where the replacement cost cannot be readily ascertained, may, for the 
purpose of consistency and convenience, be charged on the basis of a reputable Supply Company's Preferential List Price, 
f.o.h. nearest supply store or railway receiving point to the lease, prevailing on the date of transfer of the materials to 
the lease. Cash discounts shall not be included in calculating cost prices o i such transferred materials. 

• o) Second-Hand Materials furnished by Operator (Condition " B " and "C") . 

'a') Tubular poods <2" and over), fi t t ings, registered machinery, and other equipment which is in sound and serviceable 
condition at date o i transfer, wil l be classed as Condition " B " and charged at 75'c oi the price of new materials, in ac­
cordance with the provisions o i Paragraph (2) above. 

i i i Tanks, derricks, and buildings or other equipment involving erection costs on the joint lease, will be charged on a basis 
not to exceed 75'c of knocked-down new price for similar materials. 

• c i Other materials and supplies, hardware, building materials, and similar items, iu sound, serviceable condition, will be 
ciassed as condition " B " and charged at 75 r i o i the price of new materials, in accordance with the provisions of para­
graph (2) above. 

<di Other second-hand materials, such as units of machinery or other equipment that is serviceable, but substantially not 
sood enough to be considered first-class second-hand material when transierrcd to the lease, wil l be classed as Condition 
"C" and charged at SOTc oi new price. 

{e) There may also be cases when some items of equipment, due to their unusual condition, should be arbitrarily priced at 
an appraised figure. 

• Warranty of Materials Furnished by Operator: Operator does not warrant the materials furnished by it f rom its warehouse 
or other leases beyond or back of tiie dealer's or manufacturer's guaranty: and in case oi defective materials, credit shall not 
be passed unti l adjustment has been received by it f rom the manufacturers or their agents. 

i5> Operator's Exclusively Owned Facilities: The following rates shall apply to service rendered to the lease by facilities owned 
exclusively by Operator: 

(a.i Water service, fuel gas. teaming, power, and compressor service: At rates commensurate with the cost of providing 
and iurmshing such service to the joint lease, but not exceeding rates currently prevailing in the field where the joint 
lease is located. 

b ; Automotive Equipment: At rates commensurate with cost of ownership and operation and in line with schedule of rates 
adopted as recommended uniform standardized charges against joint lease account and revised f rom time to time by the 
Petroleum Motor Transport Association. Automotive rates shall include cost of oil, gas, repairs and other operating 
expenses and depreciation, and charges shall be based on use in actual service on, or in connection with , the joint lease. 
Following is schedule of Operator's present effective rates on automotive equipment in development and producing 
operations: 

Automobiles: 

Fords. Chevrolet*. Plymouths and cars of like class _ — $ 3 , 5 0 per day 

Dodges and cars of like class - ? 4»5.Q. per day 

Buicks and cars of like class _ - - $ ^".P.?. per day 



( 

Trucks (Other than Well Servicing; Units): 
1 50 

\Yi Ton or less rated capacity tracks $_ *_ per hr. 

2 Ton trucks _ $ ?.:»J?P per hr. 

2Yi and 3 ton trucks $ 3.«.QQ. per hr. 
6 OO 

5 Ton plus trucks $ - . 'zz . per hr. 

The above rates for truck service include wages and expense of driver-

Tractors (Other Than WeU Servicing Units): 
1 25 

Fordson and others of comparable cost $ . ' . Z, per hr. 

Rumley and others of comparable cost $ 2 ,00 per hr. 

Caterpillar Tractors—ior each one-ton rated capacity or stated size of unit $ per hr. 
The above rates for tractor service do not include wages of drivers. 
Automotive WeU Servicing Units: 

In the event automotive well servicing units are furnished complete with tools and equipment, the rate charged shall 
be determined in keeping with the cost of ownership, operation, maintenance and depreciation of same. 

<c) A fair rate shall be charged for the use of drilling and cleaning out tools and any other items of Operator's fully owned 
machinery or equipment which shall be ample to cover maintenance, repairs, depreciation, and the service furnished the 
joint lease. 

(d) Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient. 

III. —DISPOSAL OF L E A S E EQUIPMENT AND MATERIALS: 

The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or second-hand materials or 
equipment on the joint lease. Upon request of Operator, Non-Operator shall participate in a division in kind. Rigs, tanks, 
buildings and other major items of surplus equipment shall not be removed by Operator to its full interest warehouse or lease 
without the approval of Non-Operator. Operator shall not sell major items of jointly owned equipment to a third party with­
out giving Non-Operator an opportunity either to purchase same at the price offered or to take its share of equipment in kind. 

(1) Materials purchased by Operator shall be credited by it to the joint lease account and included in the monthly statement of 
operations for the month in which the materials are removed from the lease. 

(2) Materials purchased by Non-Operator shall be invoiced by Operator, and paid for by Non-Operator to Operator immediately 
following receipt of invoice and delivery of materials. The Operator will thereupon immediately pass credit to the joint lease 
account and include same in the monthly statement of operations for the month in which the materials were paid for by 
Non-Operator. 

(3) Division of materials in kind, if made between Operator and Non-Operator shall be in proportion to their respective interests 
in the joint lease. Each party will thereupon be charged individually with the value of the materials received or receivable 
by it, and corresponding credits will be made to tbe joint lease account by Operator, and both credits shall appear in the 
same monthly operating statement. 

(4) Sales to outsiders of materials or equipment from the joint lease shall be credited by Operator to the joint lease account at 
the full amount collected by him from Vendee. Any claims by Vendee for defective materials or otherwise shall be charged 
back to the joint lease account. 

IV.-BAS1S OF PRIC1NO MATERIALS TRANSFERRED FROM JOINT L E A S E : 

Materials and equipment purchased by either Operator or Non-Operator, or divided in kind between them, unless otherwise 
agreed, shall be valued on the following basis of condition and price. (New price as used in the following paragraphs shall 
have the same meaning and application as that used above in numbered Paragraph (2) under "Basis of Charges to Joint Ac­
count" for materials furnished by Operator.) 

(1) New Materials: (Condition "A") being new equipment or supplies purchased or procured for the lease, but never used 
thereon; at 100% of current new prices. 

(2) Good Second-Hand Materials: (Condition "B") being good serviceable materials which are further usable without repair, at: 
(a) 75% of current new prices, if they were originally new materials when charged to the lease: 
(b) 75% of current new prices less 25% depreciation for their usage on and service to the joint lease, if materials were 

originally charged to the lease as second-hand at 75% of new prices. 

(3) Other Used Materials: (Condition " C ) being materials further usable for their original function only after repair and recondi­
tioning; at 50% of current new prices. 

(4) Bad Order Materials: (Condition "D") being materials not further usable for their original function, but for possible other 
service; at 25% of current new prices. 

(5) Junk: (Condition "E") being obsolete and unserviceable materials; at prevailing junk prices in the district. Where prac­
ticable, junk will be disposed of at the lease. 

(6) Temporarily Used Materials: When the use of certain items of equipment on the joint lease was only temporary, and the 
time of actual use thereon does not justify the deduction of depreciation as listed in Paragraph (2-b), such materials will be 
priced on a basis that will leave a net charge against the lease account consistent with the service rendered and adequate for 
the time the materials were in use. 

\V- lNVENTORlES: 

(1) Periodic inventories shall be taken by Cperator of the materials and equipment on the joint lease, which shall include such 
materials and equipment as are ordinarily considered controllable by operators of oil and gas properties. 

12) Notice of intention to take inventory shall be given by Operator to Non-Operator a week before any inventory is to begin 
so that Non-Operator may be represented when any inventory is taken. ' 

(3) Failure of Non-Operator to be represented at the physical inventory shall bind him to accept the inventory taken by Operator 
who shall in that event furnish Non-Operator with a copy thereof. 

(4) Reconciliation of inventory with charges to the joint lease acount shall be made by each party at interest, and a list of 
overages and shortages shall be jointly determined by Operator and Non-Operator. 

(5) Inventory adjustments shall be made by Operator on the Joint lease account for overages and shortages, but Operator shall 
only be held accountable to Non-Operator for shortages due to lack of reasonable diligence. 

H3/L 
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OF OPERATING RIGHTS IN OIL AND GAS LEASE 

Leaae Serial No. 

LC-032510B 

Fom 3i0ft-M UN D STATES 
(September 1982) DEPARTMEN f OF THE INTERIOR 

BUREAU OF LAND MANAGEMENT 

TRANSFER, ASSIGNMENT, OR SUBLEASE 
OF OPERATING RIGHTS IN OIL AND GAS LEASE Lease effective date 

07-29-37 
PART 1 

1. Assignee's N a m 

EL PASO PRODUCTION COMPANY 
Address (include xip cod*) 

801 Cherry Street, Fort Worth, Texas 76102 
The undersigned, as owner of -| QQ percent of operating rights ia the above-designated oil and gas lease, hereby transfers, assigns, 

and/or subleases to the assignee shown above, the operating rights in ouch lease as specified below. 

2. Describe the lands affected by this transfer, assignment, and/or sublease (43 C F R 3101.2—3 or 3101.1—4) 

Township 26 South - Range 37 East 

Section 10: SW/4SW/4, SE/4SE/4 
Section 15: NE/4NE/4, NW/4NW/4, S/2N/2 

Insofar as said lease covers gas rights only down to a depth of 4,000 feet 

Lea County, New Mexico 

S A

a f N ° T WARRANT THAT 
S S T n f 5 Y T ° raiS TRANSFER HOLDS 
gGAL OR EQUITABLE TITLE TO THIS 

3. Specify interest or percent of operating rights being conveyed to assignee 100% 
4. Specify interest or percent of operating rights being retained by assignor -0-
S. Specify overriding royalty interest being reserved by assignor -0-
6. Specify overriding royalty previously reserved or conveyed, if any N/A 
7. If any payments out of production have previously been created out of this interest, or if any such payments are being reserved under this 

transfer, assignment, or sublease, attach statement giving full details as to amount, method of payment, and other pertinent terms as 
provided under 43 C F R 3106. 

It is agreed that the obligation to pay any overriding royalties or payments out of production of oil created hefein, which, when added tc 
overriding royalties or payments out of production previously created and to the royalty payable to the United States, aggregate in excess ol 
17 1/2 percent, shall be suspended when the average production of oil per well per day averaged on the monthly basis is IS barrels or less. 

I C E R T I F Y That the statements made herein are true, complete, and correct to the best of my knowledge and belief and are made in good faith 

Executed thi. 06,, day of February . 1 9 87 . TO BE EFFECTIVE BETWEEN THE PARTIES AS 
OF JULY 16, 1986. 
EL PASO NATURAL GAS COMPANY 
BY: #£t~u-L*J-J~ P. 0. Box 1492 

^ . J (.Assignor's Signature) (Assignor's Address) 

EL PASO TEXAS 79978 
(City) (State) (Zip Code) 

c ^ l ! . 1 ? U ? F'" S « C i i ? n 1 0 ° V m " k • • tt * c r i n i e f o r *" y Person knowingly and willfully to make to any department or agency of the Unite 
Mates any lalse. fictitious, fraudulent statements or representations ss to any matter within its jurisdiction. 

THE UNITED STATES OF AMERICA 

Assignment approved effective. MAY 1 1Q87 M Do^es L Vigil 
(Authorised Officer) 

CRIES t_mtt.Wi QZI* AMD gag rjaxx MAY 2 1 1S87 
(Title) (Dste) 

NOTE: This form may be reproduced provided that copies are exact reproductions on one sheet of both sides oi this official form in accor 
anc* with provisions of 4) C F R 3/06; 

r 



PART II 

ASSIGNEE'S A P P L I C A T I O N FOR A P P R O V A L OF T R A N S F E R 
O F O P E R A T I N G RIGHTS A N D / O R O P E R A T I N G AGREEMENT (SUBLEASE) 

A. ASSIGNEE CERTIFIES THAT the assignee and all other parties in interest (as defined in 43 CFR 3100.0-5(b)) in this as­
signment are: 

1. Citizens of the United States or qualified alien stockholders in a domestic corporation; association of the United States; 
or any State or Territory thereof; or municipalities. 

2. Of the age of majority in the State where the lands to be assigned are located. 

3. In compliance with the acreage limitation set forth in 43 CFR 3101.1-5 and 3101.2-4. 

B. ASSIGNEE AGREES That, upon approval of this transfer of operating rights and/or operating agreement (sublease) by the 
authorized officer of the Bureau of Land Management, he will be bound by the terms and conditions of the lease described 
herein as to the interests covered by this assignment, including, but not limited to, the obligation to conduct all operations 
on the leasehold in accordance with the terms and conditions of the lease, to condition all wells for proper abandonment,to 
restore the leased lands upon completion of any drilling operations as prescribed in the lease, and to furnish and maintain 
such bond as may be required by the lessor pursuant to the regulations (43 CFR 3104.2). 

C. IT IS HEREBY CERTIFIED That the statements made herein are true, complete, and correct to the best of undersigned'? 
knowledge and belief and are made in good faith. 

, 19 87 . 

801 CHERRY STREET 
(Assignee's Address) 

FORT WORTH TEXAS 76102 
(City; (State) (Zip Code) 

Executed this H th dav of February 
EL PASO PRODUCTION COMPANY 

BY: Mlh^Ry 
(Assignee's SignatureJ^^X^ 

VICE-PRESIDENT 

"itle 18 U . S . C , Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the United 
itates any false, fictitious, or fraudulent statements or representations as to any matter within its jurisdiction. 

INSTRUCTIONS 

1. USE OF FORM - Use only for assignment of operating rights 
{including u-orkmg interests) in oil and gas leases. If transfer 
of operating rights is accompanied by an operating agreement, 
a single copy of such agreement must be submitted with the 
assignment. If more than one transfer of operating rights is 
made out of a lease, a separate instrument of transfer is 
required for each assignment. A separate instrument of assign­
ment shall be used for each lease out of whic- an assignment 
is made. 

2. FILING AND NUMBER OF COPIES - F i l e three (3) completed 

and manually signed copies in the appropriate BLM office. A 
$25.00 nonrefundable filing ieemust accompany this assignment. 
Fi le assignment within ninety (90) days after date of final 
execution. 

3. E F F E C T I V E DATE OF ASSIGNMENT - The assignment, if 
approved, takes effect on the first day of the month following 
the date of filing of all required papers. If an operator's bond 
is required, it must be furnished prior to approval of the 
assignment. 

NOTICE 

The Privacy Act of 1974 and the regulation in 43 C F R 2.48(d) 
provide that you be furnished the following information in 
connection with information' required by this assignment and 
request for approval. 

AUTHORITY: 30 U.S.C. et. seq. 

PRINCIPAL PURPOSE - Tne information is to be used to 
process the assignment and request for approval. 

ROUTINE USES: 
(1) The adjudication of the assignee's rights to the land or 

resources. 
(2) Documentation for public information in support of nota­

tions made on land status records for the management, 
disposal, and use of public lands and resources. 

(3) Transfer to appropriate Federal agencies when concur­
rence i s required prior to granting a right in public 
lands or resources. 

(4X5) Information from the record and/or the record will be 
transferred to appropriate Federal, State, local or 
foreign agencies, when relevant to civil , criminal or 
regulatory investigations or prosecutions. 

E F F E C T OF NOT PROVIDING INFORMATION - If all the in­
formation is not provided, the assignment may be rejected. 

The Paperwork Reduction Act of 1980 (44 U.S.C. 3501 et seq.) requires us to inform you that: 
This information is being collected pursuant to the low (43 C F R 3106-3(c)). 
This information wUl be used to create a record of leaae assignment. 
Response *.o this request is required to obtain s benefit 

•PO sse • I M 







NOW, THEREFORE, .for and iin_.ooMidb'j»tlo;nj ;©f th© aim cf. Ten . ,;|' 

ana no/100 Dollars;,($10 .00 ..in 'hand\ paid- toy; Olson t;a Stanolind, receipt 

and sufficiency of which is hereby jacknots^dged; and; in consideration of 

the covenants and agreements heroihj contained, to be fcep't and performed 

by tho parties hereto, such part iesdo hereby covenant and agree as follow: 
: •' ]:•• . • 1 -

Unless otherwise herein s t a t e d , j a i l references hereinafter made 

to the above mentioned o i l and gas leasee snail be Halted to the extiyvt 

that such references shall .be applicable only to |the undivided, one-half 

st acquired by Stanolind under and by virtue of said assignf 

d to such leases insofar aa saiie cover the tracte of land, here­

inabove specifically described*; 

Stanolind hereby gives and tyrants to Oleen, i t s successors and 
• • ' ' • ' ! ; ' j ' .; : • j ••' j 

•assigns, the exclusive o i l and gas jrightsy ; limited] however' to formations--

encountered at and above thedijpth |ofvjjOQ feet from the surface of the 

grpund, in . and t o am/k- VK/k,. K/ZSW/k>" SBjflv Wti iS*? . 23; E/2,l */2 IVii/l), 

S/2 SW/4 See* 2lf,-T26s, aj72* together with the, o i l rights and a l l rights 

and privileges o f t h e o i l operator iwdor the aboTai doaoribeOy contracts of 

November 16, May 1» 19}9, and J>ftV<wrt,er &* l ^ ^ . r t a c h t f v e r may be 

applicable, in and to ttaa Al lowing d e w l b ^ f t t ^ ^ *fttu, 

See. Ji? a l l 
seo .10» SBA A-A* sn/k 8*/k 
*e>o*i5* wyk **/k> nA 

limited, however* likewise t© ftmsEtlc^ eaB^OTOteî d at fmd abov? tne dept 

cf 3̂ 00 feet from the ST rran tec 

ilude- the right to explore,,. •tra.Xljr dertm&op* tc«& operate en sale land for 

:.hs d is co very, pr cdue storing,, and marketing there fo rem c: 

.-stances the subject natter of this grant #•. Thisj j grant is ;xt>rer!;: iv 

la. ions of a l l the above 
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AMENDMENT TO CONTRACT 

THIS CONTRACT, Made this 31st day of May, 1939, by and-between 

AOTERSON-.-RICIiARD OIL CORPORATION, a corporation, R. OLSEN OIL COMPiS&^s-,^V^ ' 

corporation, and the .'/-K ROYALTY COMPANY, a corporation, Parties of tbe 

First Fart, hereinafter called " O i l Operators", and STANOLIND OIL JJD GAS 

CÔ IFANY, a corporation, Party of the Second Part, hereinafter called "Gas 

Operator": 

•.YITNEOJETH TH..1T: 

'.7HEREAS, on November 16, 193&, the parties hereto entered into a 

contract for the acquisition by Gas Operator of certain gas operating and 

producing rights on the following described lands of the United States: 

Government Lease Serial No. Las Cruces 032510(b) to the 
extent that I t covers Stfjstf?, SEf.SE: Sec. 10; IMiira*, 
I f f i f : ^ , S u i s s e . 15, T26S, S37E; 

Government Lease Serial No. Las Cruces 054668, to the 
extent that i t covers a l l Sec. 4, T26S, R37E; 

Government Lease Serial No. Las Cruces 054667 to the 
extent that i t covers NS{;N.7~ Sec. 33, T25S, R37E; and 

.."HEREA3, concurrently with the execution of said contract, or sub-

seauent thereto, the Oil Operators have assigned to the Gas Operator the 

leaal t i t l e to the gas rights i n and to said above described land; and 

./HERZAS, the parties now desire that the Gas Operator shall retain 

a l l the rights granted to i t in and by said contract, but that Oil Operators 

shall retain leaal t i t l e to said Government leases subject to said contract, 

and the parties desire to amend said contract accordingly. 

NO,', TauREToRS, in consideration of the premises and of the mutual 

promises and agreements herein contained, i t i s agreed as follows: 

1. I t is astreed that the above described assignments of legal 

t i t l e are excelled and terminated and shall be by the Gas Operator withdrawn 

from the General Land Office of the United states where they are no* on f i l e 

awaiting approval. 

2. I t i s azreed that the legal t i t l e to said leases shall be 

held, retained £.nd o.vned by the Oil Operators, subject, however, to each 

a n d a l l 0 f the terms and conditions of said contract of November 16, 1938. 

\ 
V 



3. Par. 16 of said contract is hereby amended so that Oil 

Operators, as Government leasees, shall pay the annual rentals due on the 

respective Government leases which embrace the land the subject matter of 

this contract and shall be entitled to prompt reimbrusement from the Gas 

Operator for the rental on each lease as to the lands therein the subject 

matter of> this contract whenever and to the extent that the Ges Operator 

is required by Par. 16 of said contract to pay and bear said rent-Is,- and 

whenever and to the extent that i t is provided by said Par. 16 that the Oil 

Operators shall reimburse the Gas Operator i n »vhole or i n part for such rentals, 

the Oil Operators shall bear the same. The party or parties hereto bearing 

said rentals shall have a l l rights in respect thereto as defined in said 

Par. 16. 

4. I t iu agreed that the f i r s t sentence of Par. 18 of the contract 

may be stricken out and in i t s place the following language substituted: 

"No assignment by Gas Operator, i n whole or i n part, without 
the consent in writing of Oil Operators, nor any assignment 
jn whole or in part by any Oil Operator, without the consent 
of Gas Operator, of any of i t s r i g h t , t i t l e and interest in 
and to the land the subject matter of this contract, shall 
be v j l i d . Subject to this r e s t r i c t i o n , the covenants hereof 
shall be deemed to be covenants running ivith the land and 
shall inure to the benefit of and be binding upon the sue- — 
cessors and assigns of the parties hereto." 

5. The Oil Operators do hereby --r^nt and confirm unto >.-.s C orator 

a l l of the ri.jhts granted to i t in 2nd by said contract of I.ovember 16. 1933, 

and the parties hereto a^ree that said contract, except as herein ex .essly 

amended shall be and rer^iin in f u l l force and effect as to a i l of i t s terms 

and provisions. 

IT. ..ITXSoS .iI-ZilniJ-F, the parties hereto h-ve caused these presents 

to be executed by their officers thereunto duly authorized, and their corporate 

sei-ls to be hereunto affixed, the day jno. year f i r s t above written. 

AT^?: - AiQE-H.-vN-. ;UCM-;J3 OIL CORPORATION 

oecret&ry . . ^President 

ATTEST: » R. OLoEN / ) IL COMPANY 

uy_ 
, Secretary — * — — 

rresident 
ROYALTY COLS ANT 

3y " • ,- . \ 
Secretary President 

1 
secretary /ice President 



STATE OF OKLJiOLlA } 
COUNTY OF Oll.iHOi-.lA0 3 3 . 

On tals - '- day of 1939, before me appeared 
/ <- • to me personally known, who, being 

by me duly sworn did say that he is th^jPresident of AlJDERSOK-PRICT-lAHD OIL 
CORPORATION, and that the seal affixed to said instrument i s the corporate 
seal of said corporation, and that said instrument was signed and sealed 
in behalf of said corporation by authority of i t s board of directors,and 
said . • <\ ' - acknowledged said instrument 
to be the free act and deed of said corporation. 

IN .7IHSS3 .n-ERECF, I have hereunto 3et my hand and affixed my 
Notarial seal the day and year f i r s t above written. 

My commission expires '/.• > -

lotary Public 

J T C 3 OF OKLAHOMA ) 
COUNTY OF OKLAHOMA.) 

On this/V?=£. , day of ^uuy^JL- , 1939, before me appeared 
"̂{Q C ( o.̂<_̂---̂  '.' , to me personally known, *ho, being 

by me duly sworn did say that ne i s the President of R. OLSEK OIL COMPANY, 
and that the seal affixed to said instrument is the corporate seal of said 
corporation, and that said instrument was signed and sealed in behalf of 
said corporation by authority of i t s board of directors, and said 

^ C'J. ..Q—<— acknowledged said instrument 
to be the free act and deed of said corporation. 

IN ./'ITNSSS //HEREOF, I have hereunto set ny hand and affixed my 
Notarial seal the day and year f i r s t above written. 

Liy commission expires ̂ -jyu^t^C / 3 . / f ¥ ' 

Notary Fublic 

ST.-T3 OF KANSAS \ 
COUNTY OF SEDGVnCKO SS. 

On this loth day of Jure , 1939, before me appeared 
Frr.d C. "onh , to me personally known, who,being 
by me duly sworn did say that he is the President of 77-K ROYALTY CCiiPANY, 
and that the sesl affixed to said instrument i s the corporate seal of said 
corporation, and that said instrument was signed and sealed in behalf of 
said corporation by authority of i t s board of directors, and said 
Fr?d C. v.r2h _acknowledged said instrument 
to be the free act and deed of said corporation. 

IN .n'fNZSS .TZRECF, I have hereunto set my hand and affixed my 
Notarial seal the day and year f i r s t above written. 

I.,y commission expires "ort. 1?, 1942 

. 7 

' ' •"<— <- • - *L - a. ±: ^ £ 
Notary Public 

STATE 0? OKLiKOIOL } 
COUNTY 0? TULSA | SS. 

On thi3 ^JZ-^day of ^ c ^ t ^ . , , , 1939, before me appeared 
5. F. 3ULLARD, , to me pejSsonally known, who, being by me duly sworn, 
did say that he is the Vice President of STANOLIND OIL AND i_3 COMPANY, and 
that the seal affixed to said instrument is the corporate seal of said cor­
poration, and that said instrument was signed and sealed i n behalf of said 
corporation by authority of i t s board of directors, and said E. F. 3U1IPPLD 
acknowledged said instrument to be the free act _nd deed of said corporation. 

IN .j'ITNE-S ..lEHEv.?, I have hereunto set my hand and affixed my 
Notarial seal the day and year f i r s t above .Tritten. 

My commission expires K^U^--» ,««^&_«^/ f . / f Yo 



D O Y L E H A R T M A N ^ t D . , . • : f , N niVlSiON 
Oil Operator ' r>n r . - T; 

5 0 0 N. M A I N 

P.O. BOX 10426 , A „ , , i f"|fTj Q U j^J 

MIDLAND. TEXAS 79702 

( 9 1 5 ) 6 8 4 - 4 0 1 1 

January 7, 1993 

Leslyn Swierc 
Meridian O i l Company 
3300 North "A" Street, Building Six 
P.O. Box 51810 
Midland, TX 79705-5406 

Re: 3,700' O i l Test 
S/2NE/4 Section 15, T-26-S, R-37-E 

Dear Ms. Swierc: 

Reference i s made to your f i r s t w ell proposal to us of December 30, 1992 
(received by us on December 31, 1992), corresponding to the d r i l l i n g of a Rhodes 
Pool (Yates-Seven Rivers) well as to the presently undedicated 160 acres 
consisting of the NE/4 Section 15, T-26-S, R-37-E. 

In your l e t t e r to us of December 30, 1992, you stated that Meridian was the owner 
of 100% of the leasehold interest as to the S/2NE/4 Section 15, T-26-S, R-37-E. 
A check of the leasehold estate corresponding to the S/2NE/4 Section 15, T-26-S, 
R-37-E, shows the S/2NE/4 Section 15, T-26-S, R-37-E, from the surface to 3,500' 
subsurface, to be owned, as to o i l and casinghead gas r i g h t s , by Doyle Hartman 
and James A. Davidson, et a l (Hartman Group). As to the S/2NE/4 Section 15, from 
the surface to a depth of 3,500' subsurface, the operating r i g h t s that are owned 
by the Hartman Group (and as depicted i n Book 487, Page 688 of the Lea County 
records) were created 

"under and by v i r t u e of that certain Operating Agreement 
dated November 30, 1944, between Stanolind O i l and Gas 
Company and R. Olsen O i l Company, and that certain Sub-
Lease of O i l and Gas Lease and Operating Agreement dated 
June 1, 1955, between Anderson-Prichard O i l Corporation 
and R. Olsen O i l Company, insofar as said Sub-Lease of 
O i l and Gas Lease and Operating Agreement relates to the 
following described o i l and gas lease: 

O i l and Gas Lease, dated July 29, 1937, 
being a "b" lease, issued by the Secretary 
of the I n t e r i o r of the United States to R. 
Olsen O i l Company and Anderson-Prichard O i l 
Corporation, recorded i n Book 33, Page 587, 



Leslyn M. Swierc, Petroleum Landman 
Meridian O i l Company 
January 7, 1993 
Page 2 

of the O i l and Gas Records of the Office of 
the County Clerk of Lea County, New Mexico, 
said lease bearing Serial No. Las Cruces 
032510(b) , 

subject [ i n part] to the following: 

Contract dated May 31, 1939, between 
Anderson-Prichard O i l Corporation, R. Olsen 
O i l Company and the W-K Royalty Company, as 
o i l operator and Stanolind O i l and Gas 
Company, as gas operator, which provides, 
among other things, that gas operator s h a l l 
have the r i g h t to purchase and thereafter 
own and operate wells capable of producing 
gas only". 

The Hartman Group's ownership from the surface to a depth of 3,500' subsurface, 
as to the S/2NE/4 Section 15, was acquired through that certain Stipulation of 
Interest by and between Doyle Hartman and wife, Margaret M. Hartman, et a l , dated 
January 2, 1986. The Gregory lease, i n that certain s t i p u l a t i o n , i s described 
as Tract 59 with the ownership, as to o i l and casinghead gas r i g h t s , belonging 
100% to the Hartman Group. The s t i p u l a t i o n further defines the Hartman Group as: 

Since the Hartman Group i s the owner of the "dominant" o i l and casinghead gas 
leasehold estate with Meridian's ownership ( i n the event of wells capable of 
producing gas only) being subservient to the ownership of the Hartman Group, t h i s 
i s our n o t i f i c a t i o n that we are not i n agreement at t h i s time with the proposed 
development of the presently undedicated NE/4 Section 15, as outlined i n 
Meridian's l e t t e r of December 30, 1992 ( i . e . , the d r i l l i n g of 3,200' test i n the 
NE/4NE/4 Section 15). 

Based on our geological studies, we believe that the presently undedicated Rhodes 
i n t e r v a l i n the S/2NE/4 Section 15 is o i l and casinghead gas productive to an 
approximate depth of 3 ,475' subsurface. Therefore, Doyle Hartman hereby proposes 
to i n i t i a l l y develop our leasehold r i g h t s i n the S/2NE/4 Section 15 by d r i l l i n g 
a 3,700' o i l test i n the S/2SE/4 Section 15, T-26-S, R-37-E. I n recognition of 
Meridian's ownership, the Hartman Group w i l l promptly acknowledge Meridian's 

James E. Burr 
Jack Fletcher 
Ruth Sutton 

Doyle Hartman 
James A. Davidson 
Larry A. Nermyr 

71.093750% 
25.000000% 
1.562500% 
0.781250% 
0.781250% 
0.781250% 

100.000000% 
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r i g h t (but not an obligation) to purchase any newly d r i l l e d Hartman w e l l , f o r an 
amount equal to the actual d r i l l i n g and completion cost incurred by Hartman, i f 
the newly d r i l l e d Hartman well " i s capable of producing gas only". 

Also, i n the event of a well "capable of producing gas only", we are agreeable 
to working out an arrangement whereby the entire 160 acres consisting of the NE/4 
Section 15 can be dedicated to the newly d r i l l e d dry gas wel l . However, u n t i l 
we have had the opportunity to f u l l y evaluate the o i l and casinghead gas 
po t e n t i a l of the leasehold estate owned by Hartman and Davidson, et a l , i n the 
S/2NE/4 Section 15, we are not agreeable to contributing our ownership i n the 
S/2NE/4 Section 15 nor i n the NW/4NE/4 Section 15 to a 3,200' te s t to be d r i l l e d 
i n the NS/4NE/4 Section 15. 

So as to keep you f u l l y informed as to our plans corresponding to the S/2NE/4 
Section 15, we are enclosing for your review a copy of an AFE corresponding to 
our newly proposed well and we w i l l also keep you informed as work corresponding 
to our proposed 3,700-foot o i l test progresses. I f you have any other questions 
at t h i s time, please do not hesitate to promptly contact us. 

Very t r u l y yours, 

Doyle Hartman 

enclosures (3) 

wp51\corresp.dh\rhodes.mer 

cc: State of New Mexico 
Energy, Mineral and Natural Resources Department 
New Mexico O i l Conservation Division 
State Land Office Building 
Old Santa Fe T r a i l (87504) 
P.O. Box 2088 
Santa Fe, NM 87501 

Attn: Jerry Sexton, Supervisor of D i s t r i c t 1 

State of New Mexico 
Energy, Mineral and Natural Resources Department 
New Mexico O i l Conservation Division 
State Land Office Building 
Old Santa Fe T r a i l (87504) 
P.O. Box 2088 
Santa Fe, NM 87501 
Attn: Michael Stogner, Engineer 



Leslyn M. Swierc, Petroleum Landman 
Meridian O i l Company 
January 7, 1993 
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James A. Davidson 
P.O. Box 494 
Midland, TX 79702 



MERIDIAN ©IL 

First Notice to Participate 
Gregory "B" No. 2 Well 

NE/4 NE/4 Sec. 15 
T-26-S. R-37-E 

December 30, 1992 

Ms. Carolyn Sebastian 
Doyle Hartman Oil Operator 
500 N. Main St. 
Midland, Texas 79701 /^^TZ/ 

Re: Well Proposal/Farmout Request 
Gregory B #2 
990' FNL & 660' FEL Section 15 
T26S, R37E 
Lea County, New Mexico 

Dear Carolyn: 

Meridian Oil Inc. is proposing the drilling of the captioned well to be located in the NE/4 NE/4 
Section 15 which will require a 160 acre proration unit. El Paso Production Company (Meridian) 
owns 100% of the leasehold in the NE/4 NE/4 and S/2 NE/4 Section 15. A cursory examination 
of the county records indicate that Doyle Hartman owns 100% of the leasehold in the NW/4 NE/4 
Section 15 from the surface to 4200 feet. 

In order to comply with the standard 160 acre proration as prescribed by the NMOCD, Meridian 
requests that Doyle Hartman join in the drilling of this 3200' Yates & Seven Rivers development 
well by committing his 40 acres to a 160 acre drilling unit. An AFE is enclosed for your review 
and execution. Upon receipt of an approved AFE, a Joint Operating Agreement will be prepared 
to govern operations of said well. 

In the alternative to participating in the Gregory B #2, Meridian requests that Doyle Hartman 
farmout his 100% working interest in the NW/4 NE/4 Section 15, delivering an 80% net revenue 
interest. 

P.O. Box 51810. Midland, Texas 79710-1610, Telephone 915-668-6800 
3300 N. "A" St., Bldg. 6, 79705-5406 

rDE'C 3'ft1 199? 



Letter to Ms. Carolyn Sebastian 
Page 2 

Meridian is anxious to drill this well and would appreciate a response within fifteen (15) days of 
your receipt of this letter. Please notify directly at 688-6928 of your decision. Thank you for 
every consideration. 

Very truly yours, 

MERIDIAN OIL INC. 

Leslyn M. Swierc, CPL 
Petroleum Landman 

LMS/lg 

cc: Dennis Sledge 



ivIidland'Region Date: 
P.O. Box 51810 , AFE No.: 
Midland, Texas 79710-1810 
(915)688-6800 

MERIDIAN OIL INC. 
AUTHORITY FOR EXPENDITURE 

DP No.: 28813A 
Lease/Well Name: Gregory "B" No. 2 Lease No.: 012851400 
Field/Prospect: Rhodes (Gas) Region: Midland 
Location: 990' FNL & 660' FEL, Sec. 15, T26S-R37E County: Lea State: New Mexico 
AFE Type: Development (01) Original X Supplement Addendum Cost Center 
API Well Type: Development (06) Operator: Meridian Oil Inc. 
Objective Formation: Yates & Seven Rivers Authorized Total Depth (Feet) 3200 
Project Description: Drill and complete new gas well 

Est. Start Date: 07/15/92 Prepared By: Tom O'Donnell 
Est. Completion Date: 07/29/92 

GROSS WELL COST DATA 

DRILLING WORKOVER CONSTRUCTION 
DRY HOLE SUSPENDED COMPLETION OR FACILITY TOTAL 

DAYS: 
THIS AFE: 
PRIOR AFE's: 
TOTAL COSTS: 

6 6 6 2 14 DAYS: 
THIS AFE: 
PRIOR AFE's: 
TOTAL COSTS: 

95,200 122,800 114,000 47,000 283,800 
DAYS: 
THIS AFE: 
PRIOR AFE's: 
TOTAL COSTS: 

DAYS: 
THIS AFE: 
PRIOR AFE's: 
TOTAL COSTS: $95,200 $122,800 $114,000 $47,000 $283,800 

DAYS: 
THIS AFE: 
PRIOR AFE's: 
TOTAL COSTS: 

JOINT INTEREST OWNERS 
WORKING INTEREST NET $ EXPENDITURES 

COMPANY PERCENT % DRYHOLE $ COMPLETED $ 

Doyle Hartman 25.00000 23,800 70,950 

MERIDIAN OIL INC.: 75.00000 71,400 212,850 

AFE TOTAL: 100.0000% $95,200 $283,800 

MERIDIAN OIL APPROVAL 

Recommended: Date: Recommended: Date: 
Recommended: i Date: Approved: Date: 
Recommended: " Date: Title: 

PARTNER APPROVAL 
Company Name: 
Date: 

Authorized By: 
Title: 
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Hartman Group Ownership 
S/2 NE/4 Sec. 15. T-26-S. R-37-E 
(Excerpt from that certain stipulation dated 1-2-86) 

v cv 59 - c_____yjx/.si: A _ 2 

A U o p c r n C l n j r i g h t » under tha 

South H a l f o f the N o r t h . n e t Q u n r t c r (S/2 nncj the 
Northwest Quarter o f the Nor thwes t Q u a r t e r (1JW/A NVJ/4) ° ^ 
S e c t i o n 15, Township 26 South , Range 37 E a s t , Lea County , 
New Mexico , to a depth of 35O0 f e e t be low the ourfaee o f 
the s o i l , 

s a i d o p e r a t i n g r i g h t s be ing c r e s t e d under ond by v i r t u e o f t h A t c e r t a i n Operat ing 
Agreement dated November 30, 1944, between S t n n o l i o d O i l and Cat Conpany and R. Olsen' 
O i l Company, and t h a t c e r t a i n Sub-Lease o f O i l and Caa Lease aod Opera t ing Agreement 
dated Juoe 1 , 1955, betucen J j i d c r e o n - P - I c h a r d O i l C o r p o r a t i o n and R. Olsen O i l 
Company, I n s o f a r as s a i d Sub-Lcaoc o f O i l aod Cas Lease nnd Opera t ing Agreement r e ­
l a t e s t o the f o l l o w i n g descr ibed o i l and gas l e a s e ; 

O i l end Cos Lease, dated J u l y 29, 1937, b e i n g a " b " l e a s e , 
i ssued by the Secre ta ry o f the I n t e r i o r o f the U n i t e d 
States t o R, Olsen O i l Company nnd Andexson-Pr ichz rd O i l 
C o r p o r a t i o n , r ecorded l n Book 33, Page 587 , o f the O i l and 
Cas Records o f the O f f i c e o f the County C l e r k , o f _Lea- County , 
New Mexico , s a id lease b e a r i n g S e r i a l Ho. L A B Cruces ' 
0323 1 0 ( b ) , 

s u b j e c t to the f o l l o w i n g : 

(1) C o n t r a c t dated J u l y 16, 1936, between S t a D o l i o d O i l and 
Cas Cotapany, g r a n t o r , and Uaean O i l Cocupany aad Anderson-
P r i c h a r d O i l C o r p o r a t i o n , g r a o t e c 6 , p r o v i d i n g , among o the r 
t h i n g s , f o r the payment to S t a n o l i n d O i l and Cas Company 
of~$500,000 .00 payable f r o m gross proceeds o f the s a l e , 
d i s p o s a l or u t i l i z a t i o n o f l / 1 6 t b o f the o i l , casinghead 
gas and o ther hydrocarbon oubstanccs produced f r o m t h e 
above descr ibed and o the r l a n d s , ac amended by C o n t r a c t 
dated Hoveober 16, 1938, between A n d c r a o n - P r i c h a r d O i l 
C o r p o r a t i o n , R. Olsen O i l Company and The W-K Roya l ty 
Company, p a r t i e s o f the f i r s t p a r t , and S t a n o l i n d O i l and 
Cas Company, p a r t y o f the second p a r t . 

(2 ) An o v e r r i d i n g r o y a l t y i n t e r e s t o f l / 6 4 t h o f the t o t a l p r o ­
d u c t i o n o f o i l , casinghead gas and s i m i l a r hydrocarbons 
except dry gas and r e s i d u e gas i n f e v o r o f A. f L Barnes 
and assign** 

(3) Con t rac t "da ted Kay 3 1 , 1939, be tupen Andc raon -P r i cha rd O i l 
C o r p o r a t i o n , R. Olsen O i l Company and The W-K R o y a l t y 
Cotapany, oe o i l ope ra to r and S t a n o l i n d O i l and Cas Company, 
as gas o p e r a t o r , wh ich p r o v i d e s , among o t h e r t h i n g ? , t h a t 
gas ope ra to r s h a l l have the r i g h t to purchase and t h e r e a f t e r 

: own and operate w e l l s capable o f p r o d u c i n g gas o n l y . 

The f r a c t i o n a l share o f the o i l , cas inghead ga_ ond o t h e r l l c j u i d hydrocarbons p r o ­
duced f r o m the above descr ibed l a n d above 3 5 O 0 f c c t owned by Ass igno r i l .756375. 

* * « * 

OWNERSHIP: . 

H a r t m a n G r o u p loot 



DOYLE HARTMAN 
OIL OPERATOR 

500 N. MAIN STREET 
MIDLAND,TEXAS 

AUTHORIZATION FOR EXPENDITURE AND DETAIL WELL ESTIMATE 

RlvtsW S-15 82 

LEASE NAME 3700' O i l Test 

COUNTY Lea 

. WELL NO. .W.I 100% 

STATE New Mexico FIFLD Rhodes 

LOCATION: S/2 .NE/4 Sect ion 15, T-26-S, R-37-E 

DRILLING INTANGIBLES: 
1. Drilling Cost 3700 
2. Day Work 2 days @ $3 700/day 

6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 

22. 
23. 
24. 

Feet a» $10-00 Per Foot 

3. Coring Service 
4. Bits and Reamers 
5. Testing 

. Well Surveys OH Logs 

Directional Drilling. 
Fuel 
Mud 

. Water. 
4700 

Cementing Service. 
Company Labor. 

Mud Logging 
Cement _ 

1800 
. Floats 1200 

Contract Labor. 
Surface Damages and Right-of-Way 
Digging Pits 
Pit Lining. 

Filling Pits. 

Roads & Bridges _ 
Acidizing 6500 
Plugging 
Trucking Cost 

1500 Dredging & Grading 7500 
_ Fracturing 150000 Perforating 2000 

Development Superintendence 12/7 days @ & 500 
Rental Equipment BOP, Frac Tanks 
Swabbing and Testing 

_/day 

Legal and Professional Expenses: 
Product Price Determination _ 
Regulatory Hearings State 

Abstracts and Title Opinions 
F i l e Other Loca t ion 

Geological, Geophysical and Land Support 
Other Costs 

PRODUCER 
37000 

7400 
10200 

8000 
6500 
12000 
1500 
2500 
500 
800 
9000 

158500 

3000 
6000 
530Q 
6500 

1200 
7500 
2200 

DRY HOLE 
37000 

7400 
10200 

5500 
6500 
3200 
1500 
2500 
500 
800 
9000 

4500 
1500 
3500 
1300 

1200 
7500 
2200 

25. Contingency @ 10 % 

WELL EQUIPMENT: 
26. Casing 450 

27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
36. 
37. 
38. 
39. 

3700 

Tubing 3650 
Casing Head 

.Ft. of. 

.Ft. of. 

.Ft. of. 

.Ft. of. 

9 5/8" 

2 3 / 8 " 

Xmas Tree or Pumping Connections 
Pumping Unit 
Engine/Motor Controller and Power System. 
Sucker Rods 
Pump 
Tank Battery 
Separator or Dehydration Equip. 
Metering Equipment 
Flow Lines 
Guards and Fences 
Other Costs 

40. Contingency < 10 

Total Intangibles 

13.50 
8.50 

2.30 

.Per Ft. 

.Per Ft. 

. Per Ft. 

. Per Ft. 

Total Tangibles 

TOTAL COST OF WELL 

. Share at % 

28560 
314160 

37525 
8395 
1350 
5600 
15000 
7800 
4500 
1300 
10000 
5000 

2100 
800 

9937 
109307 

423467 

10580 
116380 

6075 

1350 

743 
8168 

124548 

REMARKS: 

Originated by Title Date 

Approved _ Title Date 



STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION ^Ulll 
tomntai If 

BRUCE KING 
GOVERNOR 

ANITA LOCKWOOD 
CABINET SECRETARY 

February 15, 1993 

POST OFFICE BOX 2088 
STATE LAND OFFICE BUILDING 

SANTA FE. NEW MEXICO 87504 
(505) 827-5800 

Meridian Oil Inc. 
P. O. Box 51810 
Midland, Texas 79710-1810 

Attn: Leslyn M. Swierc, CPL 

Doyle Hartman - Oil Operator 
P. O. Box 10426 
Midland, Texas 79702 

Attn: Patrick K. Worrell, Engineer 

RE: Rhodes Yates-Seven Rivers Gas Pool Development in 
Sections 10 and 15, Township 26 South, Range 37 East, 
NMPM, Lea County, New Mexico. 

Dear Ms. Swierc and Mr. Worrell: 

Meridian's recent application for a non-standard 120-acre gas spacing and proration 
unit comprising the NE/4 NE/4 and S/2 NE/4 of said Section 15 to be dedicated to the 
proposed Gregory "B" Well No. 2 to be drilled in Unit A and all related correspondence to 
same has forced the Division to review past, current, and future development of the Rhodes 
Yates-Seven Rivers Gas Pool ("Rhodes Gas Pool") in both said Sections 10 and 15 quite 
extensively. Development in both sections are as follows: 

The 40-acre non-standard gas spacing unit comprising the SW/4 SW/4 
(Unit M) of Section 10, approved by Division Administrative Order NSP-1292, 
is dedicated to Meridian's Rhodes GSU Well No. 9 in Unit M; 

the standard 160-acre unit comprising the NW/4 of Section 10 is dedicated 
to Meridian's Rhodes GSU Well No. 16 in Unit E; 



Meridian Oil, Inc. 
Doyle Hartman - Oil Operator 
February 15, 1993 
Page 2 . 

the N/2 S/2 of Section 10, being a non-standard 160-acre unit approved by 
Division Administrative Orders NSP-1292 and NSP-1292-A has been 
developed by Meridian's Bates Well No. 1 (well P&A'd February, 1988) in 
Unit L and Hartman attempted to develop the same acreage with its C. T. 
Bates Well No. 2 (well was P&A'd in January, 1991 after encountering a 
severe waterflow during drilling) also in Unit L; 

the standard 160-acre unit comprising the SW/4 of Section 15 is 
simultaneously dedicated to Meridian's Cagle "B" Well No. 1 in Unit L and 
Rhodes GSU Well No. 24 in Unit N (simultaneous dedication occurred prior 
to the Division's July 27, 1988 Memorandum); 

the standard 160-acre unit comprising the SE/4 of Section 15 is 
simultaneously dedicated (pre-1988 authorization) to Meridian's Rhodes GSU 
Well Nos. 8 and 25 in Units J and O, respectively; and, 

the 120-acre non-standard gas spacing unit comprising the NW/4 NW/4 and 
S/2 NW/4 of Section 15, approved by Division Administrative Order NSP-
1292, is simultaneously dedicated (pre-1988 authorization) to Meridian's 
Gregory "B" Well No. 1 in Unit F and Rhodes GSU Well No. 7 in Unit F. 

The Rhodes Yates-Seven Rivers Gas Pool is an unprorated gas pool spaced on 
standard statewide 160-acre units and is subject to the two Division Memorandums dated 
July 27,1988 and August 3,1990 (see attached), which disallows the simultaneous dedication 
in gas spacing units of more than one well in unprorated gas pools. It is the Division's 
opinion that said Memorandums reference to "proration units" equate to mean "standard gas 
proration units of standard size for the particular pool". The practice of operators forming 
non-standard spacing units in order to avoid the Division's simultaneous dedication policy 
is therefore prohibited. It should also be noted that forming non-standard spacing and 
proration units to avoid the compulsory pooling of acreage to form a standard sized unit, 
in most instances, is not considered just cause. 

In this particular two section area, the undeveloped portions of the Rhodes Gas Pool 
consist of the NE/4 and NE/4 NW/4 of Section 15 and the NE/4, SE/4 SW/4, and S/2 
SE/4 of Section 10. The NE/4 of Section 10 is a standard 160-acre unit and can therefore 
be developed without exception to the spacing rules, the remaining 320 acres comprising the 
SE/4 SW/4 and S/2 SE/4 of Section 10 and the NE/4 and NE/4 NW/4 of Section 15, 
however, will require a little ingenuity and jockeying of acreage to re-establish proper and 
prudent development of the Rhodes Gas Pool. The Division at this time will only consider 
authorization of the following: 



Meridian Oil, Inc. 
Doyle Hartman - Oil Operator 
February 15, 1993 
Page 3 

the formation of a 160-acre non-standard gas spacing unit comprising the 
SE/4 SE/4 of Section 10 and the NE/4 NE/4 and S/2 NE/4 of Section 15 to 
be dedicated to Meridian's proposed Gregory "B" Well No. 2 to be drilled at 
a standard gas well location 990 feet from the South line and 660 feet from 
the East line (Unit A) of said Section 15; and, 

the remaining 160 acres, comprising the SE/4 SW/4 and SW/4 SE/4 of 
Section 10 and the NW/4 NE/4 and NE/4 NW/4 of Section 15, can be 
developed in the future by a single well to be drilled at a standard gas well 
location thereon. 

Meridian's application for a non-standard 120-acre gas spacing and proration unit in 
the Rhodes Gas Pool comprising the NE/4 NE/4 and S/2 NE/4 of said Section 15 is 
therefore denied. Should Meridian choose to pursue this matter, an application for hearing 
must be filed with the Division requesting approval for the aforementioned 160-acre non­
standard gas spacing and proration unit. Any such order from the Division will necessarily 
include a procedure of notification for the ensuing 160 acres to be authorized 
administratively. 

Meridian will still be required to provide adequate notice pursuant to the provisions 
of General Rule 1207.A.(6). 

Should you have any question or comments concerning this matter, please contact 
either Larry Van Ryan, Chief Engineer or Michael E. Stogner, Chief Hearing Officer in 
Santa Fe at (505) 827-5800. 

cc: Oil Conservation Division - Hobbs 
Larry Van Ryan - Santa Fe 
Robert Stovall - Santa Fe 
Michael Stogner - Santa Fe 

Sincerely, 

William J. LeMay 
Director 

U. S. Bureau of Land Management - Carlsbad 
W. Thomas Kellahin - Santa Fe 
File: NSP-1292 



STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREY CARRUTHERS POST OFFICE 80X 3088 
STATE LANO OFFICE BUILDING 

SANTA FE. NEW MEXICO 875CK 
1505) 827-5800 

GOVERNOR 

MEMORANDUM 

TO: ALL OPERATORS 

FROM: WILLIAM J. LEMAY, DIRECTOR 

SUBJECT: RULE 104 C II OF THE CENERAL RULES AND REGULATIONS 

There has been some confusion about interpretation of the 
subject rule. In each paragraph of sections ( a ) , (b) and (c) 
the rule states: 

"Unless otherwise provided in special pool 
rules, each development well for a defined gas pool 
shall be located on a tract..." 

My interpretation of this sentence is that each well is to be 
located on its own individual specified unit and an additional 
well is not authorized simply by meeting the set back 
requirements of the rule. 

This interpretation is necessary to prevent waste from the 
d r i l l i n g of unnecessary wells and to protect correlative rights 
of a l l parties in the pool. Since the prorated pools have 
special pool rules the subject rules have greater impact on 
unprorated gas. Unprorated does not mean unregulated. 
Allowables are not issued in unprorated pools and the only 
method available to protect correlative rights is the control 
of well density and locations. Added well density required 
because of special geological situations can be addressed by 
special pool rules after notice and hearing. 

Applications for additional wells on existing proration units 
w i l l be approved on Iy on the understanding that upon completion 
of the well the operator shall elect which well w i l l be 
produced and which wi l l be abandoned. Application to produce 
both wells will be approved only after notice and hearing and 
upon compelling evidence that the applicant's correlative 
rights will be impaired unless both wells are produced. 

DATE: JULY 27, 1988 

dr/ 



STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREY CARRUTHERS SCS~ Cf*'CE 5CX 
STATE .ANG CFF'CE 2 

SANTA FE NEW VEX'C 
;505>a27.5aCC 

MEMORANDUM 

TO: ALL OPERATORS 

FROM: WILLIAM J . LEMAY, DIRECTOR 

SUBJECT: RULE 104 C II OF THE GENERAL RULES AND 
REGULATIONS 

DATE: AUGUST 3, 1990 

On July 27, 1988, we sent a memorandum to all operators to explain the 
Division's procedures for ensuring compliance with the above rule in handling 
applications for additional wells on °**a*fag proration units. The procedures 
are primarily applicable in unprorated gas pools. 

The final paragraph of the July 27 memo reads as follows: 

"Applications for additional wells on existing proration units will be 
approved only on the understanding that upon completion of the 
well the operator shall elect which well will be produced and which 
will be abandoned. Application to produce both wells will be 
approved only1 after notice and hearing and upon compelling 
evidence that the applicant's correlative rights will be impaired 
unless both wells are produced." 

Additional explanation of the intent of the above paragraph is set out below: 

Application to produce both wells continuously and concurrently will be 
approved only; after notice and hearing and upon <*wwp«iHTig evidence that 
the applicant's correlative rights will be impaired unless both wells are 
produced. 

Requests to produce the wells alternately (one well shut-in while the 
other produces) may be submitted for administrative handling. The 
request should set out the length of the producing and shut-in cycles for 
each well (a one month nHninrnm is suggested), the proposed method for 
ensuring compliance with the proposed producing and shut-in schedules, 
and the reasons for the request. Notice should be provided to offset 
operatora in the usual manner, allowing a 20-day waiting period. The 
application should be sent to Santa Fe with a copy to the appropriate 
District office. 


