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MERIDIAN OIL

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.

(Therefore;Meridian—Oii respectfully “requests—administrative—approval of a_non-standard_gas_)
proration”unit—enconipassing “120-acres;-beingthe-NE/4 NE/4 & “S/2"NE/4~Section 15, T268S;)
R37E, Lea County, New Mexico; Per letter of December 18, 1992, Patrick R. Worrell, Engineer
for Doyle Hartman waived any any objectlon 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., Bidg. 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.
Jj/ag/v\) ALA
Leslyn M. Swierc, CPL
Petroleum Landman

LMS/g
cc: Tom O'Donnell
Dennis Sledge




i GONGERY - N DIVISICN  BoVI.E HARTMAN
. REiE';€ Oil Operator

S00 N. MAIN
;92 DETZ 7 H ﬂﬂ 10 05 P.O. BOX 10426

MIDLAND, TEXAS 79702

(915) 684-4011

December 18, 1992
CERTIFIED - RETURN RECEIPT REQUESTED

Mr. William J. Lemay
State of New Mexico

0il Conservation Division
P. O. Box 2088

Santa Fe, NM 87504-2088

Re: Meridian 0il
Administrative Application for a
120-acre non-standard proration unit
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 is made to the attached notification 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 unit 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 drill 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 it to this proposed 120-acre non-standard proration unit.

As an offset operator, Hartman hereby waives any objection to Meridian's
application for a 120-acre non-standard Rhodes (Gas) proration unit 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 in this matter, and please let me know if you
need anything further.

Very truly yours,

DOYLE HARTMAN

ok el

Patrick K. Worrell

Engineer
PRW/jg
Attachment
ce: Mr. Jerry Sexton Ms. Maria L. Perez
State of New Mexico Meridian 0il
0il Conservation Division P. 0. Box 51810
P. 0. Box 1980 Midland, Texas 79710-1810

Hobbs, NM 88241-1980




MERIDIAN OIL

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,
//// cz2¢ry j - //j/’/\
Maria L. Perez A

Production Assistant
915-688-6906

XC: Well File Don McBee
Land Dept. Joint Interest
Reservoir Eﬂg PrOductiOn Eng COAR HIRTVAN - -
Geologist Kermit Field Office D<’ L_( S {m
BLM- Carlsbad ~ OCD - Carlsbad Uil S
Regulatory File Becky Kidd - NGPA - Houston Corp.

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

[ —




MERIDIJAN OIL

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 Qil 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,
/.,/4’,-’/(‘-."/.,'/ ,ﬁ.:’ . //: ;)_/_‘
Maria L. Perez g
Production Assistant
XC: WellFile Don McBee
Land Dept. Joint Interest
Reservoir Eng. Production Eng.
Geologist Kermit Field Office
BLM - Carlsbad OCD - Hobbs
Regulatory File Becky Kidd - NGPA Dept. - Houston Corp.

Richard Atchley - Prod. Serv.

P.O. Box 31810. Midland. Texas 79710-1810. Teleoh
3300 M. “A” St.. Bldg. 6. 79705-5406 | Teieenone 915-688-6500

L




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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State 6f New Mexico

LT . F 102
Ei"i;.'-’f‘c‘}?&’“"’“"' Energy, Minerals and Natiral Resources Deparmnent Revised 1-1-89
iRy "

DISTRICT ] OIL CONSERVATION DIVISION
$.0. Box 1980, Hobbs, NM 88240 P:O. Box 2088
Santa Fe, New Mexico 87504-2088
DISTRICT I .
P.O. Drawer DD, Artesiz, NM 38210 .
DISTRICTI] WELL LOCATION AND ACREAGE DEDICATION PLAT
1000 Rio Brazos Rd., Aztec, NM 87410 All Dis must be from the outer | o8 of the .
Uperator ‘Lease - well No.
| MERIDIAN OIL INC. GREGQORY B FFDFRAL L 2 :
Unit Letter Section Township Range | County . i
A 15 26-5 37-E geveel LEA |
Actual Footage Location of Well: : i
990 feet from the NORTH line and 660 feet fromthe EAST line |
Ground levei Elev. Producing Formanon Pool Dedicated Acreage: !
2986.6" YATES (GAS) RHODES YATES-7 RIVERS (GAS) 120 Actes I
1, Qutline the acreage dedicated to the subject well by colored pencil or hachure marks oa the piat below. |
I
2. If more than one lease is dedicated o the well, outline each and identify the ownership thereof (both as to working interest and royalty). }

! 3. If more than ooe lease of different ownership is dedicated 10 the well, have the interest of all owners been consotidated by commumitization,

unitization, force-pooling, etc.?

] Yes No If answer is "yes" type of consolidation

If answer is "no" list the owners and tract descriptions which have actally been consolidated. (Use reverse side of

this form if neccessary.

i No allowable wiil be assigned to the weil unti} all interests have been consolidated (by communitization, unitizaton, forced-pooling, or otherwise)

| or until a noo-standard unit, eliminating such interest, has been approved by the Divisica
—--

g ¢/ LEASE BOUNDARY

|

I

] |
T — |
I I
!

['6AS

[ OPERATOR CERTIFICATION

1 hereby centify that the information
contained herein in true and complete 1o the
best of my browiedge and belief,

Signature

Printed Name
MARIA L. PEREZ
Positica |
W PRODUCTION ASST.
§fj Compeny
o MERIDIAN OIL IHC.

Date

BOUN 12-3-92
- SURVEYOR CERTIFICATION
| | 1 hereby certify that the well location showni
l [ Icu this plat was plotted from field motes of|
' actual nworveys made by me or under my
I supervison, and that the same is true aond
I I | icarncl to the best of my knowledge and
I | | | betief.
P
| I I { ! Date Surveyed
———————— e e ) b
| | D [ Signature & Seal of
! essi eyor
| | ' Professional Survey
| |
I !
I I
I I :
I i [ Ceruficate No.
i 0 330 660 950 1320 1650 1980 2310 2640 2000 1500 1000 500 0 i




“SENDER: - - . -
‘e Complets items 1 and/or 2 for addltional servioos ) also ‘wish 1o receive: the’ :
¢ Complete items 3, and 4a & b. . - followmg serv:ces (for an extra .
® Print your name and nddress on the reverse of this fovm so that we can fee)
return.this card to-yeu.- .

* Attach this form to.the from of tho mallpim, or on the back if space D Addressee s Addres
does not permit.: .. - .

*. Write “‘Retumn Reeoipt Roquasted" on. the mallpseoo bclow tho arﬂcla number : 2 D Restrlcted De
¢ The Retum Receipt Fee will provido you the signature of the person del&vore :
to and the date of delivery.

3. Artlcle Addressad to'

Consult postmaster for-fee

: £ POLS B8 "T00
_ Doyle Hartman *

_ 4b. Service Type E
At;n. Mr. Patrlck Warrell v " Registered [ nsured .-
P. 0. Box 10426 -

. " Certified O cop
- Midland, TX 79702 O express Mail ] Beturn RE“’N f°'
Mgrchagglgg
7. l')atb.of Delivegry q L
B. Signature (Addresses) 8. Addresses’s Address (Only if reﬁhemd

and fee is paid)




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION vl
=DRYC FREE=
/i
= I
87 ,\{/ \
BRUCE KING \'\?j{v . \ S0ST OFFICE 80X 2088
GOVERNOR B hd \(v;\ y" STATEVAND OFFICE BUILDING
Ty ! [ SANTA RE. NEW MEXICO 87504
ANITA LOCKWOQD December 10, 1992 \; . ; ’,‘, 4 (505} 827-5800
CABINET SECRETARY \N i _‘v(’L >
/) J {[v‘ iy
\\r\ r ,‘“ (-\/ R ‘\./ X
v ) Y |
N “\/ / ‘('X Y
Meridian Oil, Inc. v oY C%y
- ot h! .
P.O. Box 51810 VO A A
Midland. TX 79710-1810 oy
N A N Vl’
. . U W
Attention: Maria L. Perez GREGORY B NO. 2 by

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.

Dear Ms. Perez:

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.

Michael E. Stogner [/p/ {/L . i e a Y
Chief Hearing Officer/Engineer lp/ El” C/U/ / /[ /N’/i | (J;v
\ /{/ i l,i ,Y"J; 'y Y ’I‘ A
MES/amg N L SR T /
i \l) /ﬂ/ ¥ & l’a/ \y 13 k} ..”A/’
cc:  Oil Conservation Division - Hobbs /9[) S P V\{k D/‘ (
W. Thomas Kellahin - Santa Fe %fw. N Y , L!" 7
/WU” W“ 4 V} @ i




MERIDIAN OIL

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 E! 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 Qil, 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 Qil & 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 II 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
Page 2

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,

Saan

Lestyn MUSwierc, CPL
Petroleum Landman
LMS/1g

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 ODonnell Dennis Sledge
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"agre:z to and witﬁ each other that}they will not surrender their rights rereby
s 1 b ‘ t

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

1 L

parties entltled to such surrenaer until the party 20 ueslrlng to surrender ‘
such rlghts shall‘flr.t notlfy +he other Darty hereto of its 1ntentlon 50 to’

~visurrender and unt11 1t shall have afforaed the other party hereto the Oppor—,

\

'tunlty for 15 days to elect to acoulre sald T‘1gm‘,subv ass1gnment and assume

the‘future duties obllgatlons and Tlabllltles attachlng to +he rlghts 50 to

1
1

be assigned. ?

8. This&contract is made subject to the approval of the Secretary;

x

of the Interloz frrst had and obtalned.» It is unde:stood,that this a881gn-j
i : ‘ & ‘

: ment is made subgect to_the terms,fcondltions and provisions of the a*ove
. described United State 011 and gas leases and of the laws and regulat;ons,

1nclud1ng operat1n5 regulaulons appllcable thereuot\and that- the aoproval of

“this 1nstrument b"'the begretary oF the TP*G;IOT opﬂll not be deemed to welv

v

'~ _or in any way aifect the rlghts of_ he United S*aues thereunder or 1us‘”ela—

_tlons w1th the 011 rand gas 1essees 1n said leases.

, i

1N MIT\ESS WHEQEOF the Dartles hereto rave ! caused tbese presents to

vbe executed by themr offlcers thereunto duly authorlzed and thelr corporate
- 1 N . i

seals to be hereunto duly afflxed thls et dayeof: oo d , A. D, 1942
, ATTEST:“ C o rt o STANOLIND OIL AND GAS COMPANY
ey _
eretary’§av : I . Vipe President”
COATTEST: [ ] EL SO FATURAL GAS COMPANY |
» G : , % - BY” C:27“Zf;*hé’242§:;Lfé7 ;
el : Seﬂretary /' - { o ;/7:5’ Presldent é?/f -
We sereoy approve this asslgnment ' ?
- ATTEST: ‘ ( L I m\thsom PRICHARD OIL CORPORA JON
\ 1 a 3 E .
Sec reta;y ) § , ' L President
1 : o AT
ATTEST: N o R OLssA OIL COMPANY
L ST - By _
L . -.Seeretary R - President
ATTEST | W-K ROYALTY, COMPANY '
.= Becretary i v : ' i

i President - -




STATE OF

o
e

COUNTY COF TULSBA !

‘was signed snd sealed in veha

of Directors, an

free act and deed of said corporation. ' \

IN WITHESS WHEREOF

notarial seal the day and rear

W,

My commission gxpire

said E. . CULLARD acknowledged said instrument to

said corporation oy authority of

I heve nereunto set my hand 2nd artTixed my

i
)
}




AMENDMENT OF ASSIGNMENT-CONTRACT

THIS INSTRUMENT, dated this ZI Z 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;

"!I'I‘NESSE’IH _ - o S
""HEREAS, by instrument titled "Assignment-Contract,'" executed September 10,

A. D., 1942, to be and become effective July 1, A. D., 1942, and subscribed by the
above named parties, Stanolind assigned to El Paso all 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:
Sec. 15: ni nx% uw% m, S N3; and

WHEREAS, subsequently the United States Government has required Kl Paso

to form a unit plan covering the gas rights from the surface of the ground to a
depth of 4OOO feet and the parties hereto desire to avoid complications whichwould

result from that arrangement.

. NO¥, THEREFORE, in consideration of the premises and of the sum ot{;_f@o;rg '

($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-
"4OO0 feet" to the end that said Assignment-Contract shall transfer to El Paso all
of Stanolind's gas rights and gas producing rights from all formations botweemthlov'
surface of the ground and a depth of 4000 feet as to said land,

Except as hereby amended, said Assignment-Contract shall be and rem'l.n
in full force and effect in accordance with its terms and provisions.

IN YIINESS WHEREOF Stanolind has caused these presents to be executed:
by its officers thereunto duly authorized the day and year first above written:. |

ATTEST:

/S

ASHEIANT Secretary !

Yt /‘".4‘ Y St L7 IR PYVe




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

s oy

ecretary Ziei2— rresident

R. cnsm?l) COMPANY
By

President

STATE OF CKLAHOMA(
¢ ss:
COUNTY OF TULSA |

On this/é_&_t&_; 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 STANCLIND CIL AND GAS COM°ANY, and that the seal
affixed to sald instrument is the corporate seal of said corporation and that
sald 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 "I'INESS "HIRECF, I have hereunto set my hand and affixed my Notarial
seal the day and year first abové written.

IRV 11 ISR

My commission expires

il e S c)vz/g/é"'?—..

Notary FPublic
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THIS OGHTRACT, Made this 180h day of Novesder, 1938, by end do-
tween ANDRRSON-PRICHARD OIL CORPORATION, s carperstion, R. GLSEN OIL OOMPANY,
a eorperation, and THE W-X ROYALTY ORPANY, a corperation, Partics of the
nugrazit, anenlumm'ummmm
CAUPARY, a corporation, Party of ihe Second Part, hereinafter called “Ces
Operater”; N -

IITROSEM, THAY

WHEREAS, oconcurrently with the exesutiem of this instrumsnt the
m%m-nnmudmwmdhmmmmuum&
all of the 011 Operators' gas righis in govermment lease Serial ¥o. las Oruces
032810(b), so far and to the extent that the lease covers the 5W} S¥} and the

'sn-sn?;«s.cuoaxo.mmmmmmmn&qmﬁﬁwum

15, all in Township 26-South, Rango 37-Eas$ im Lea County, New Maxico, which
land is hereinafter referred to as “Assignod Portion of the Gregowy lesse®,
together with all their right, titls and interess in the opsrating coatract

~ thareon, AND

WHEREAS, the Ol Operaters have likewise comcurrently herewith
assigned to the Gas Operator all their righs, title and interost in and $o the
gas rights in govermmeat lease Serial No. Las Oruces 034668 (formerly Las
Cruces 030180(d), to the extent that said lease covers all of Section 4, Towmn-
ship 28-South, Range 57~Bast in Lea County, New Maxico, which land is hcd.n-‘
after rofarred to as the "Assigned Portion of the Fernsworth Leoase®, together
with all of the Oil Operators' righs, title and interest in and to the operat-
ing agroemsat thereon, AND ' |

WHEREAS, said assignuents were mads upon cersain other terms
and conditions and considerations not expressed in said agreements, and the
parties hareto desire to set forth the terms, conditions and consideration
of seid transfer, | o

NOW, THERKFORRE, momiduaﬁmomethMm-
tual covenants and premises hexrein contained, it is egreed as follows:

—~

ﬁ' J:. Sa

I/onbcr L.

APPRQVED

QX




umewMutumamm-m
L ummhmﬁmnmumm-
mm«ﬁmmuﬂ-mmemm
‘MM&MMM&PMM”“M
uoqulnuumm,j_mw ® o ‘
m.umwmuum»mmmm
mmn.nmmmummum»-h.
WM“.’.MMMNMM&W&.H&”
mmmwm,hiummuxnnww-.“mm
ummhmummmnummem.
mmmwmmmmmahmwa
mmmmmnmummumm,
mmmummmm»mdumm.
subjest to 420 ofl pupmmmt 0 the Gas Oparetar wader the osmtrest of Juiy 16,
1950 betwscn Stanelind 011 ead Ges Gapeny, Andarssa-Prickard 011 Gerperuiten
aat Usoon 041 Cageny, mmm‘. If sy sush well 80 tuken ovey
wonmmmmmp.mummumm
h‘waﬂﬂMMM&ﬁ.w&ndhu
m Mmﬂcﬂl“umhmﬂtdum.
mwmuxwmm;utdmmw
mmuwmmmmmum m
mmmwauw‘mmnum.mm
mummmm«um.mummmmm.
mmmumummumvmm
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mmmwuummwmcmn

hereof 00 m,mum;mﬁch mwu mmﬁtu -
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 Operators shall thevoupen forfelt %o the Gas Gperatsr all of tindr oil el
mmnmum-u.uammueurm
then tapped aad fested iy sadd wall, dub aball not furfidd Wefr righh ta aad
ummucwwmmmua. RS
%o nmummmu.mmum
mnmm-humcnm.mduoun
m,uumwwmuwu.ummmm |
nmmmmmmummnmmcm
m.umnnmm-wmmtumm M
memmmt-mnummux»
'm.mmmmmmwwbumgnm(@
rotmiien %o wply apelasd sctd oflpeuant oo jwovided hevein, end 041 e
mmmummmmcmmw
mm&umwmmmmumuw
e ummmau\ymwmu
axaw-uutomuwmaﬁnmuammf
mmcmmm.umnwnﬁwumd’“”‘
eparets et dovelip sald wopesty fur afl,: 3¢, 12 drilitng fur ofl, the 011 .
W&mum-ﬂm.ﬁ.qﬂ-wmmm ‘_
-‘mmahmdmm mmmw
give zotoe W Ges Operater end Gas Opevaber shall, o¥ 115 sols €st ant xpeuse,
mmwuuﬁawmuw.naummmmw‘f.
mumnmmmmmmmumwm:ﬂ o
mmummhmsmﬂMﬁomm
sost eel] 50t cxseod the Jaeyalitsg ries surren
seld 1onds for the drailiig of Tals of Yoy Ly
umumm-mnuxu-npmmmn’m
%o 1he Geo Gparstar; provided, howsvar, Wt Af ey s Wl o wills aleo
mmcm.mmmu«mumaém ’
mmﬂmmm.nmmemm.mm
uwmummmmmwmmm.ummamw
mmmummhmmmmm.mm“f
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mmmmmumm.mmmmnw
mmmmmmtdmmmmm
mwmmnmmmmouem Whenover
mnmcmmumxmnnuweumwmm.
sush delivery shell be at $he sols oest of Oil Opersters and Oil Operators
shall hold the Ges Oporator hewmless from axy obligatien or liadility for the
royalty intorest. In the event the Ges Opereter shall fail ar refuse to
exaroise its right or cption tendered 18 by 01l Operators under tiis paragraph
apwawumwa-mwnmwmmm
mmtmmummummmnntuqmw
this contract, the Gas Opearatosr shall thaveupon forfeit % the 011 Operators
andtha;urmuhmtonudnnuhmmumﬂrmﬁm
then tapped ant teated by said well, but shall not thareby forfeit fts rights
umwmmtunmummmmmmmamnhm

S; If 041 Operaters ahould hring in a wall cspable of produsing
ouaum;lmupmqiuum-. %0 ths mﬁlhcnuctmcponbrl.
umm.mmmmmmwmuttm-mm-num
tothoounummtommuunuuttotboupaynntotomm-
Mﬂmabhtothﬂu%uﬂnuhmhmmum.mm‘u
shall, at the option of the Ges Operator, de dslivered $0 Gas Operater or sold
for the oredit of the Geas Operator if there is a market available, and Gas
Operater shall reimburge 01l Operators for the cost of necessary axtra equipmant
mmmmrmmnmwmmmmam. Vhensver suah
muuuvmumwouwmwmmnm.mnmm
be at the sole cest of Gas Operatcr, and Gas Oparator shall hold 01l Opereters
heraibest from any obligation or 11ability fer the royalty interest. Tis
mm»tthu.wmnnMMh
dispose of said ges whan there is no msrket availsdle for seme, .

6. Each party shall at all times have and enjey the right of ingress
andowl'htﬁfronlmm.mbjnththﬂchbofﬂuhiﬂﬂhtu
and any surface ownsr thoreon, and each party hereto shall have the right %0 use -
lomho:mMacodummm.b“otm.uwqu
Myuoummymmmowiormopmuw.bﬂomm
shall o conducts 1ts operations and S0 locate its improvemsats, oquipment,
strustures, fasilities and appliences as %0 interfere as little as possiblo ,j

v o&-»ﬁ]
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with the operatioms of the other.

}7. Neither party heroto shall abandon any well drillsd or owned
by 1% on said premises until it has first offered the ogher party the right,
upon thirty days' notice, to %aks over said well upon payment of the salvage
value of the equipment thereon necessary for the future drilling or operation
of said well. )

. 8. Ia the event a wall produsing gas only or a well producing oil
and gas, opmfodbyﬂu Oparator, shall cease $o produce gas in sufficient
mﬁtiwhiaﬁsﬁ@bmtahtomcmhmm
or distillate, 01l Opsrators shall have the right, dut ahall not de subjess
%o the odligatien, to take over tke said wall, upom 30 dsys'’ notice, dy paymsnt
% Gus Operstar ef the delvage Valus of e equipmsat thereen nesessary ®
opsrate said woll, Aln.hthonn}thtnwnprommm:ulr.en
nnmmoumm.mhdbimdpmm.m&utom
mnmﬁciutmuuhummmm.wtwaoa—
$1mes %0 produce, gas, Gas Operater skall have the Tight, bus shall not bde
subject to the ebligation, to taks over the Said well oh 30 &ays' notice by
paymant to 011 Operators of the salvego value of (he equipmant therech neces-
icy'tocmnhnumn,'

2. m'mnmmtummcwaﬂmo
beroef shall prampily exscute and deliver to the other a recardsble assigmment
of tho rights so forfeited. o
' 10. Non-operating party may, at say tims, upen 30 days’ notice %o the
mm;wmmnmthoMMmuib
e their rights in the formation or at the horizea from which sy well is pre-
8using, snd uwpen such Durrender and essigement, the assignor shall thenseforth

~ be relisved of asd frem all obligatien to pay eay pertion of the cest of the
future operation of any such well or wells 50 long a5 ssms are produsing frem
the formations or horisens so surrendsred apd sssigned. However, the sssignor
chall not therely furfuil its cr thetr rights in and to eny untested or unde-
veleped farmatien undarlying seok well site or sites. Mrmhm
stances, the aszigneo shell, ab 4%s optien, cither purckase all of the assignor's
interest in and te all material end equipment in and adout said wall at the

Y. 58 A
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awrrent prevailing salvage value, ar dsliver cn the premises %o assigner suod
mmuﬁdqnmtuk!uz salvage expsnse 0 be borme by assigner,

11. Pursgraph No. 1 of the cemtract dated July 18, 1936, botwsen
Stanolind 011 and Ges Sampeny, Andersan-Prichard 0il Gorporatics, sad Vsesa
011 Sampany (“Mohthgmnum;mbutmhmmu
interest) 1s heredy amanded 8o that the sum of $800,000.00 1n money theveln
Frovided to be peid to the Gas Opereter-herein shall hereafter be paid in
installments equal t0 ths gress proceeds of the sals, dispesal or uWilizstiea
of one-sixteenth (1/18th) of the oil, casinghsad gas, gas and other hydvo-
oarbon substances produced by the 01l Operators herein fram the portiem of
the lesse and permit areas involved in said contract of July 16, 1938, dut mo
crdutonnchmottaoo.ooo.ooum&mmahonmmmm
on account of eny gas, natural gas gasolins, or gasoline vapor prodused by the
Gas Operators from the assigned pertion of ths Gregery lease, the assigned por-
$ian of the Farasworth lease, and the NE} B} of Seotion 33-505-37TR in Lea
County, Now Mexioco, if assigned to Jes Operater under the provisioms of Pun-_
graph 14 hereof; nor shall any credit be allowed for or on ascounts of any oil,
casinghead gas or distillate produced by the Gas Operator and forfeised by 011
Operators under the torms and rrovisions of Parsgrephs mumbered 2, 4, 9 and 10
hereof, Exceps as heredy amsnded, said contract of July 18, 1938 shall de and
Temain in full force and effect, according to its terms and conditions. The
oil rights ca the assigned portion of the Gregory leass and the assigned por-
tion of the Ferpsworth lease, and the HE} H#l of Section 33-288-37E, if so-
signed, to Gas Operater undsr tho provisions of peregraph 14 hereof, and any
0il rights hareafter acquired dy 01l Oporatorc upen any wolls drilled by Oz
Operater haroﬁndu, shall be and remain subject t0 paragraph 1 of said contract
of July 16, 1938, as hereby amended, '

12, Paragreph 7 of said contract of July 16, 1856 and sub-paragraphs
A, B, 6, D, E and ¥ thereof, are heredy suspendsd so far as they apply to ths
assigned porsion of the Gregory lease and the assigned portion of the Farmsworth _
leass, as long as the Gas Operater shall continue to exsrcise the gas rights
granted by the assignments executed comcwrrently herewith, end the NE} MW ot/“/
Seotion 33-283-37E, if assigned to Ges Operater under the provisioms of pars-
graph 14 hereof, but in the event that Gas Operator ahall reassign the gas "E&Y‘
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.muwmmnmcmpm.cummmw
Shall iz ey other mmsr seguire fde gas Frodicing Fights in and wnder axy
Well ar Wlls ca ths acrecge covered by this paregreph, thereupea said pare-
&reph ¥ aad paid sulparsgraphs shall be revived to the axtemt of the rights
80 resoquired by 04l Opermbers. , |

15, The parties hevein egres tat wnder the ebligrilons imposed upom
mouommmmwtubmtatxwu.nu.mm
Oporators are now ebligated %9 drill %0 additiocnnl wells oa the ywoparties in
me'emxm,nmcnmmmqunnutoumw
m.mmonommnm.upmormmzmuuormm
Wt.momumﬁmmummmmumnm
contract, at locations %o De selscted by O1l Operators, emd 2rill the same
d111gently o the produsing oil horison in the fisld., This paragraph shall
2% b dommsd to 1imit ar modify the futare drilling ohligations of 01l Opere-
tors hereln undor said contraos of July 18, 1936, |

14, Ths 0il Oparators agree, at their own sxpense, t0 plug bask and
reccadition the oil well now located 1n the cemter of the MR} W} Secticm 33,
Township 25 South, Range 37 Bass, and exdeaver t0 convert this well into a gas
well. Sush pluggiag baok and reconiitisaing shall be cemmnced immséiately
mmﬂmcttmomtu;dlhnpouumnymcndhm
tion., If upon the oamplotion of this work, mnn_m tmdbiham
%o be a well capahle of produsing gas in muffioient quantities and wnder suffi-
cioﬂwumtobaﬂceunmnmmm!nu.ﬂ.umdu
mmmmtmmn,un.mmmmummmmm
besn fully equipped for gas prodmstion, 0il Operatars ahall theweupen sssiga
mmfarmmmmmmm.m'mwmm
ment loase and operating sgroencmt thersom, covering the ges rights in said
forsy aocres whioh emdraco the gas well, to the Gas Operater, au. the Gas
Operator sgrees to taks and receive said assigamsnt and shall thereupon pay the
011 Opsrators therefur the cos$ of drilling and equipping sush wall, whish cost
8hall not exscesd the prevailing price cwrrently paid in the vieinity of said
lend far the drilling of wells %0 the depth at which satd well is campleted s
amnu.mmammowmt.mmmmwmnum,
operate the well and the 04l Operatars shall retaia ko oil and distillate rights
umonmm:wm)motmt.usuawnmnnum.mnﬁ
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s&md mamnor and undsr the same texrms and conditions, including contribution
of expense and distridution of income, as wells are operated hereunder upon the
usimdmmoftbmhmudmthmignodmmorm
Tarnsworth lease, If the Gas Operator shall find thadtiahole is in an wn-
satisfactary comdition, or 1f the well does not maks gas in sufficlent volumes
mmmum pmtocouugutoamtdgunu.mom
maa@limtouquroum“uw“smmdlﬁomnataw‘
the forty (40) esres om which said well was drilled, in which event the sam
shall remein the property of 01l Operators, and the 01l Opsraters shall pay and
bonmmmot;xmm_ammmaw. Cas Operator
mwmwmmnuammuummmuw
for gas produstion; provided Ges Opérater instrusts Oil Operators in writing
et the timy of ccmpletion of satd woll as $o the typo of charscter of equipment

18, Baok pariy agroes thay before ccmmemcing the drilling of axy
mummma above deserived 1% shall notify tae other party. Vpon re-
m.mpwmmnmotm.mummmm
«mmmﬁwusqmmwm,ememuum
wll logs and ey ether information whisch may be ressomably requested pertain-
mtomammotzu-u- Booh party shall give to the other party
Bnﬂ’htmwoowmuthmahmudmnmmumoﬁnpw
"mumumumquMmmt.soﬂmmoﬂmm-u
have a represcutative presens during the tims such tost is made. Eech party
shall allew the other, ad 4%s owa risk and axpezse, $0 Fun a geophons Pest
wpoa auy woll drilled, such testing perty %0 pay the men-testizg perty almt-
down tius ¢aused By sush operutiens, sad if either perty runs a Schlumberger
test 1% shall furmidh 30 the other party a eopy of the log thereot.

16, uummmumunnmmummm
sm.mmmwn.nmmma.hmommmm
Mmthmw“uwoﬂmnndmmw.wm
ummotmwm,mwﬁo-mmm
acre treot in Seckion 35, in the ovent that the Gas Operater shall acquire the
gus rights thereinm. aomumuamupmud'm}mmtnzdo
ahall have 5o gas or oil well Shersom, the 011 Oparators shall prompily re-

. N
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fuburee the Ges Opsrator for cne-half of the advasco rentals upen the assigned
portion ef said lsese. After ths discovery of gas in commercial quantities wpen
the assigned portion of said loase, the Ges Operater shell pay end bear the said
rentals thereafter caming 4ne, and the 01l Operators ahall not be required o
contridute thereto, irrespective of whether or not the assigned portich is alse
pmuwwm,mmqummnnnmmbmmu-'
vance rental out of Governmemt royalty on doth the gas end the oil proéuwcticm,
+0 the extent that the lassee could be so reimbursed therefram under ths pro-
visions of ths Govermment lsase end spplicable lawe and regulations, and whero
the 01l has been delivered in kind %o 041 Operaters, 01l Operaters will pramitly
pay Cas Operator said Govmnt royalty money t0 6ffect such relmbursement.
During such times as the assigmed portion 6r said lsase shell contain ons or
more cammercial o1l wells drilled or takem over by 0il Oparaters, but ne com-
mercial gas well operated by Gas Operator, Oil Operstors shell praptly roim-
burse Gas Oparator for the antire rental advanced by Ges Operstor, and the
011 Operstors shall tharsupon be entitled to reimbursement ous of the Goverzmans
0il royalties to the extent thats ths lessee could de likewiss 80 reimbursed
therefrom. The sams provisions as to payment and reimbursemens of advamce
rentals shall apply to the assigned portion of the Grsgory lease as hereinabove
proﬂdod for the assigned porsion of the Farnsworth lease. Also, if the Cas
Operator shall acquire the gas rights on the forty-acre tract in Seotion 33,
the sams provisions as te payment end reimbursement for and on secount of said
advance rentals shall apply to szid forty-acres tract, as yrovided ia respsct ¢o
the assigned portion of the Farnsworth lease,

17. All taxss assessed or acoruing after the date hereof upon the
assigned portions of the Oregory and Farnswarth leases, and upon said forsy
acre tract in Section 33, if and efter acquired by ths Gas Operator, or upon
the estate or interest theredy creeted, or upon the wolls and equipment, and
any and all taxes assessed or accruing after the date hereef upon the production,
transportation or sale of oil and gas therefrom shall de paid by the party hareto
owning such leasehold rights, property or jroduouoa. if such tax \lpon sach
rights and production is separately asgessed and lovied. All such tsxes nos
separately assossoed as between Oil Opsrators and Gas Operator shall be paid by

Gas Operater and the —énount of said texes shall be equitably apportionsd to [ PPrORC
the oil and gas rights, property or production, as ths case may be, in pro- L f
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portion $0 o relative valus thereef, and the 011 Opsratars shall reimburse
the Gus Operwter for tasir fatr prepartion of said taxes.

18, Bither BT ¥y sssigl, in whole ar ia part, ks rights aoquired
hmtyﬁnMﬁmbmﬂydﬂMlGMt. or thes sssign-
mtlaminéntwhtod,bﬂwnddlmhmmushubomun-
ressly subject 0 each and overy of the tearss of this contract, and ths
covamants horesf shall be dssmed %o De covensnts running with the land and shall
imre to the bensfit of and de binding upen the suwocessers and assigns of the
partiea hserote. Heithar the Oil Operators nor the Ges Operator shall surrender
tommmsnmmmt.wwmmmthuﬁn
pﬂuM.w“WWm@dcmndbymmw
manss made conourrently herewith, or the assignment contemplated hereunder, or
any rights % be acquired by either party hereto fram the other, under the
texms of this contract, without first offering %o reassign said rights to the
other party hereto, on condition that the perty receiving s:td assignmment shall
assume sll future obligaticns undsr sll the exisking leases and contracts re-
lating to she land desired to be surrendered, including the payment of the
Covernmant advance rentals, and oncmuﬁnn that the party desiring to receive
sﬁch reoassigament shall compensadte the prespsctive assigner for the salvage
valus of assignor's interest in all‘cashg and other well equipment which the
assigaee shall deaire %0 take over.

19. Bach party shall conduct its operatsions in full conformity with
the requirements of law and the regulations and lewful orders of sny duly
canstituted Goveramental agensy or authority, and ths provisiens of all sppli-
cable lsaves and contracts, and ahall pay and discharges in full its obligations
incident to such operations and shall 50 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 harmless at all times from any duty or obli-
gation or liability in comeotion therewith, and 80 as %0 protecs the rights of
the other party in and to said premises fram furfeiture, loss or csncellation
on account of any defamlt of the party in this paeragraph first refarred to.

20. The ceat of arilling, squipping, campleting and opereting pro-
ducing wells end the sulvage value of lsase and well oquipment wpon wells turned”
WmenrvuﬁooMmll.ufaxupaaibln.bowmu-o-
cardance with the rrovisions of the Schedule of Accounting Procedure, atteched

AP(&;;_M
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hereto, and designated Exhidit "A", Where the words "joint lease” or “joint
acoount® ere used in said Exhidit they shall mean the subject leases and the
accounts of the purties,

21, BEefore the commsnoomsnt of any operations hereunder and during
the life of this agreement, any party oporating hereundsr shall carry Workmen's
Campensetion ingurance as required by the laws of the State of New Mexico and
Nuﬂlounn'uuluunﬂnn,udﬂlanimmwuwo¢nnﬁmyorcugnnuu approved by
the other or non-operating party, Contractor's Public Liability insurance with
lints of $25,000.00 and $80,000.00

22. This agreement shall remain in fureo: as to each subdivision of
wmsolmumsuﬂnﬁ.mmwnmupmtmm. for
the full term of the Govermman$ lease or leases involved end any extension o
renewal thereef; provided, however, that the termimation of this eontrest shall
20o% affect or alter tho tarms and conditicns of the comtract of July 16, 1986
as smended heredy .

ummmnuummwmmmunmtm
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0 My commlssion expires _ 2

T mtmuw_gwwcn.mmmm.w
that the sSeal affixed 30 said instrumant i corporate seal of said cox-

aolcnavd.adgedu.tdmtmnt » ‘ :
. . IN WITRSS WHEREOP, I Reave Mawamto set my hand and effixed xy
notarisl seal ths day and year first above writtan.

My comzission exydres 2\ a3 (3, /747

) 88
STLTE OF ___KANSAS . )
Ca this 12ih day of Decembe 1838, beture ms sppeared
L, B, Winkler <4bummm.mwn¢mm
44d sey that ue is the _Vice=Prasidaut of THE W=-K ROYALTY CQMPANY,

and that the seal affixed t0 said instrumsat is the corporats seal of said
corporation =snd thut scdd instrunent was aigned unc sealed in tehalf of said
corparation by suthorify of its Beard of Directors, and said
mkzwwledeed said instrumeat to be the freo a0t and desed of sald corporation.
IN WITHESS WHRREOP, I have hareunto 50t my hand and affixed my
mtarial 8eal the day axd year first above wuritten.
, My oecmzission expires _Septeomber 12, 1942

U g | ]

! ‘ary Ce

e t————
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The Operator shall bill the Non-Operators on or before the last diy of each month for their proportionate share of costs and ex-
penditures less proper credits for any miscellaneons income received for the joint account during the preceding calendar month.
Itemized statements shall accompany sach bills. Operator’s monthly billing to each ‘Non-Operator shall reflect: credit for any
amounts advanced to cover development and operating costs for that particular calendar month; and if the amount advanced was
in excess of the actual expenditure made, Operator’s biiling shall be accompanied by check to refund the credit balance reflected.
If actual expenditures exceed the amount advanced, each party shall pay its proportionate share of such deficit within fifteen days
after the receipt of billing. Ii payment is not made within such time, the unpaid balance shall bear interest at the rate oi 6 per

cent

per annum until paid. Payment of any such bill sh;ll not prejudice the right of any party to protest or question the cor-

rectness thereoi. L ) .
Operator shall have and be entitled to a prior lien on all the rights and interests of Non-Operator in said lease, the producfion-

thereirom, and the material and equipment thereon, 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. - B .

Operator shall furnish Non-Operator with copies of wgll logs of each well drilled on the joint lease; and on request, Non-Operator

<hail be furnished samples oi cuttings from the formations drilled. - o .

Non-Operator shall have access to the joint lease premises, and to all books and records pertaining to said joint operation for the

ourpose of inspection at all reasonable times.

The joint account shall not be charged with any expenditures or contributions 'made ‘!)y lthe Operator towardhan emploa'ees' stock

purchase, group life insurance, pension retirement, bonus, or other employees’ benefit plany = eXx t such expenditures or
. [ ) i vernmental £302'N ®
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Operator shall charge the joint lease account with the following items:

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. s

Labor, teaming, and other services necessary for the development, maintenance and operation of the property.

Materials, equipment and supplies purchased, and/or furnished by Operator from its warehouse stocks or from its other leases
for use on the joint lease. Insofar as is reasonably practical and consistent with efficient and economical operation, only such
materials shall be purchased for or transierred to the joint lease as are required for immediate use, and the accumulation of
warehouse and/or lease stock on the:joint property shall be avoided. .

Moving material to the joint lease from Vendor’s or from Operator’s warchouse in the district, or from other leases of Opera-
tor: but in 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. )

Moving surplus materials from the joint lease to outside Vendees, if sold f.0.b. destination, or.minor returns to Operator’s
warchouse ; but charge against the joint lease account for moving major surplus  materials to Operator’s warchouse, shall not
exceed the cost'of moving such material to the nearest reliable supply store or railway receiving point, except by special
agreement with Non-Operator; and no charge shail be made to joint lease ‘account for moving materials to other leases
belonging to Operator, except by special agreement with Non-Operator. : - ) -

‘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.”
Damages or losses incurred by fire, flood, storm or other accidental or natural causes, '

All costs and expenses of litigation, or legal services otherwise, necessary or expedient for the protection of the joint inter-
ests, including attornsy’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
fcf)r lt‘he purpose of defending against any action or claim prosecuted or urged against the joint account or the subject matter
of this agreement. ) o :

(a) 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 tor 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. ) : Tt C

All taxes of every kind and nature (except income taxes, and except gross production taxes not required by law to be paid
by 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, profest the payment of such Non-Operator’s
share of aoy such tax or taxes so paid, but Operator shall have no further obligation with respect to such protested tax pay-
ment. Peer Temnoo Y P S e S AR I

Premiums for workmen’s ‘compensation, contractor’s . public .lHability and employers’ 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 scttlement of claims or judgments, not recovered from the insurance carrier to fully discharge all liability o

Operator ensuing irom an accident occuring on or in connection with operations for the benefit of the joint lease.

If no insurance is carried or required to be carried on ‘atiy of all of the above or other risks, all actual expenditures incurred

and paid by the Operator in settiement of any. and all losses, claims, damages, judgments,  and any other expeuses i::l::ding

legal services shall be charged to the joint lease account,. . ... .. (o fpen eSO e F R ARG Sy S s - .
B 2 ST D) 4 EEEN Whaslyy MRgrilylige ML o, RITAE? B

A proportionate share of the salaries and expenses of Operator’s District Superintendent-and -other general District'
ces serving the lease, whose time is not allocated directly to the lease, and a proportionate share ofg:raintaining andsc:)’;z‘:{: .
ing a Districe Office in conducting the management of operations on the joint lease and other leases owned and operated b
Operator in the same locality, such ¢harges to be apportioned to all leases served in the ratios of direct labor payroll cha e’y
numbers of wells, or on some other equitable basis consistent with Operator’s accounting practice. SRS, rges,

Camp Expense: The expense of providing. and maiataining on or in the vicinity of the joint lease all o
ing facilities'for employees, and boarding employees, if necessary. W:en leases o{her thazlmt'l‘xe jointale:::c :’:m 'I?' ‘tl:::;\;
facilities, then an equitable distribution of expense including depreciation, or a fair monthly reatal in licw of the i‘“Jtment' N
maintenance and operating cost of buildings and camp equipment, shall be prorated aguinst. all Jenses-secved... iy iy §: .;gw". N
Handliog Charges: To cover the cost of handling material Mto tind in the warehouse; s bandifig-charge ot B PHRs
5% of the net cost of the material, new or second-hand, placed upon the lease from the’eé;et‘:o(s' watebonse‘::: 1n‘be . 8?
against the joint account;, expept_,_ht.ha“t,,,:_';l_ ffuqil'“ ;- w"& \ ausfr-é;: Do -r‘r T é,‘,..— > 5
(a) On new tubula:: M (2' ‘M 6v¢f),‘mﬁ,: ,. m- b, R B5FF LIRE LN LMY AR
ment, no handling charge shall be assessed againss:the joint account
(b) On second-hand tubular goods (2~ and 'bvér), t; ricks, boilés
of cquipment, a handling charge not I excedof 2% %

DR




b) $...25.00 per well per month for the first____9 _____producing wells.

. ~ .
(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 oifice, and
any portion oi 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: "

) 5_1°°Amper well per month for each drilling well, beginning on the date the well is spudded 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. '

ic) $.....15a00per well per month for the sccond___Q.-”._..producing wells.

d

) §...104.0Q0 per well per month jor all producing wells over... 30 _ . .

The above overhead schedule on producing wells shall be applied to individual leases: provided that where leases covered by
this 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 keyv 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 eifected. When such wells are plugged. overhead shall be charged at the producing well rate
during time required jor 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. If and when a well is shut down and not

produced or worked upon for a period of a full 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,

lan

1.

practice, they are found to be insufficient or excessive.

11 Anv other items oi cost and expense incurred by Operator for the necessary and proper development, equipment and oper-

ation o the joint lease.
11.—BASIS OF CHARGES TO JOINT ACCOUNT:

1) Outside Purchases: Al materials and equipment purchased and all service procured from outside sources will be charged

at

their actual cost 1o Operator after deducting any and all trade and/or cash discounts actually allowed oift invoices or

received by Operator.

25 New Materials furnished by Operator (Condition “A”).

New Materials transierred tu lease irom Operator’s warchouse or other leases shauil be priced f.o.b. the nearest supply
:tore or railwav receiving point. at replacement cost of the same kind of materials. This will include large equipment
~uch as tanks, rigs, pumps, boilers and engines. All tubular goods (2” and over) will be charged on the basis of mill-
~hipment. or carload price. Other materials, where the replacement cost cannot be readily ascertained, may, ior the
purpuse of consistency and convenience. be charged on the basis of a reputable Supply Company’s Preferential List Price,
T.ob. nearcst supply store or railway receiving point to the lease, prevailing on the date of transfer of the materials 1o
the lease. Cash discounts shall not be included in calculating cost prices of such transferred materials.

3) Second-Hand Materials iurnished by Operator (Condition “B” and “C”).

(a2

b

od

) Tubular goods (2” and over), fittings, registered machinery, and other equipment which is in sound and serviceable
condition at date oi transier, will be classed as Condition “B” and charged at 73¢¢ of the price of new materials, in ac-
cordance with the provisions of Paragraph (2) above.

Tanks, derricks. and buildings or other equipment involving crection costs on the joeint lease, will be charged on a basis
not to exceed 73¢ of knocked-down new price for similar materials.

Other materials and supplies, hardware, building materials, and similar items. in sound., serviceable condition, \_\'ill be
ciassed as condition "B and charged at 73C¢ oi the price of new materials, in accordance with the provisions of para-
graph (2) above. :

) Other second-hand materials. such as units of machinery or other equipment that is serviceable, but substantially not

zood enough to be considered first-class second-hand material when transierred to the lease, will be classed as Condition
“C" and charged at 30C¢ ol new price.

1e) There may also be cases when some items of equipment, due to their unusual condition, should be arbitrarily priced at

an appraised figure.

«4) Warranty oi Materials Furnished by Operator: Operator does not warrant the materials furnished by it {from its warehouse

or

other leases bevond or back of tiie dealer's or manuiacturer’s guaranty: and in case oi defective materials, credit shall not

be passed until adjustment has been received by it irom the manuiacturers or their agents,

.3} Operator's Exciusively Owned Facilities: The following rates shall apply to service rendered to the lease by facilities owned
exclusively by Operator:

(a

‘b

) Water scrvice, iuel gas, teaming, power, and compressor service: At rates commensurate with the cost of provi_di_ng
and furnishing such scervice to the joint lease, but not exceeding rates currently prevailing in the iield where the joint
lease is located.

) Automotive Equipment: At rates commensurate with cost of ownership and operation and in line with schedule of rates
adupted as recommended uniivrm standardized charges against joint lease account and revised from time to time by the
Petroleum Motor lr_:m;port Association. Automotive rates shall include cost of oil, gas, repairs and other opcrating
expenses and depreciation. and charges shall be based on use in actual service on, or in connection with, the joint lease.
f'ulluw_mg is schedule ot Operator’s present eiiective rates on automotive equipment in development and producing
operations:

Automobiles:
Fords. Chevrolets, Plymouths and cars of like €lass. ..o . o oo oo . $ 329Q per day
Dodwres and cars of like class ... . e 54950 ... per day -
Buicks and cars of BRe class . oo e et L e B 5.00 s per day
S . % e .
- - ~ .
I . 4 [ 3 man *
S R - T ~ ; s :
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Trucks (Other than Well Servicing Units):

134 Ton or less rated capacity trucks ... s 1.50 per hr.
2 Ton trucks $ 2.50 per hr.
2V and 3 ton trucks $ 3200 per hr.
5 Ton plus trucks $ 6.00 per hr.
The above rates for truck service include wages and expense of driver..
Tractors (Other Than Well Servicing Units):
Fordson and others of _gomparable cost $. 1.25 per hr.
Rumley and others of coxﬁé&rable cost $ 2.00 per hr.
Caterpillar Tractors—ior each one-ton rated capacity or stated size of unit S 0.50 per hr. .

The above rates for tractor service do not include wages of drivers.

Automotive Well 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 adjustéd from time to time when found to be either excessive or insufficient.

111.—DISPOSAL OF LEASE 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 lcase. 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 iln 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
iollowing 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 the 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~—~BASIS OF PRICING MATERIALS TRANSFERRED FROM JOINT LEASE:

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 aiter repair and recondi-
) tioning; at 50% of current mew 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~INVENTORIES:

(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.

t2) Notice of intention to take inventory shall be given by Operator to Non-Operator a week before any inventory i i
so that Non-Operator may be represented when any inventory is taken. v rY 18 10 begin,

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

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

(5) laventory adjustments shall be made by Operator on the Joint lease account for overages and shortages, but Opera shall
only be held accountable to Non-Operator for shortages due to lack of reasonable diliggence. & " tor
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Fomm 3108~14 : UN D STATES FORM APPROVED
(September 1962) DEPARTMEN { OF THE INTERIOR g JUB NO. 10040034
' BUREAU OF LAND MANAGEMENT e e
TRANSFER, ASSIGNMENT, OR SUBLEASE LC-0325108
OF OPERATING RIGHTS IN OIL AND GAS LEASE Tease effective date
' ‘ 07-29-37
PART |

1. Assignee’s Name

EL PASO PRODUCTION COMPANY
Address (include zip code)

801 Cherry Street, Fort Worth, Texas 76102

The undereigned, as owner of 100 percent of opersting rights in the above-designated oil and gas lease, hereby transfers. assigns,

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

2. Describe the lands affected by this transfer, assignment, and/or sublease (43 CFR 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

APPROVAL DOES N
EITEER PARTY TO
LEGAL OR EQUITABR
LEASE

OT WARRANT THAT
THIS TRANSFER HOLDS
LB 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 royslty interest being re'served by assignor ) -0-
6. Specify overriding royalty previously reserved or conveyed, if any N/A
7

. If any payments out of production have previousiy been created out of this interest, or if any such payments are being reserved under thy:
transfer, assignment, or sublease, attach 'statement giving full details as to amount, method of payment, and other pertinent terms a:
provided under 43 CFR 3106.

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

[ CERTIFY 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 this 00, Februar . . TO BE EFFECTIVE
d%“ShLV’IG, 1986?ayof y 19 87 0BEE BETWEEN THE PARTIES AS

EL PASO NATURAL GAS COMPANY
BY: ,J'?/:((u_///.z; P. 0. Box 1492

Q \Assig lr's Signature) (Assignor’'s Address)
U .
m£ Attorney_in.7a
EL PASO TEXAS 79978
(City) (State) (Zip Code)
Title 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 Unite

States any false, fictitious, (raudulent statements or represeatetions ss to any matter within its jurisdiction.

THE UNITED STATES OF AMERICA

Agsignment lancd offective MAY 1 1987 By 131 Do::r:so L v;?‘:'c "
uthorized af
CHIEF, LANDS &NP OIL anD Gas wzz MAY 2 1 1687
(Title) (Date)
NOTE: This jorm may be reproduced provided that co

ance with provisions of 89 AR 1o pres are exact reproductions on one sheet of both sides of this offictal form in accor



PART i

ASSIGNEE’S APPLICATION FOR APPROVAL OF TRANSFER
OF OPERATING RIGHTS AND/OR OPERATING 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.

Of the age of majority in the State where the lands to be assigned are located.
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/ot operating agreement (sublease) bv 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 lesso: 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’s
knowledge and belief and are made in good faith.

Executed this 1l1th  day of February , 10 87
EL PASO PRGDUCTZON COMPANY
BY: ’ 801 CHERRY STREET
(Assignee's Signature) 577, (Assignee’s Address)
VICE-PRESIDENT arH ¢
FORT WORTH TEXAS 76102
(City) (Stete) (Zip Code;

tates any false, fictitious, or fraudulent statements or representations as to any matter within its jurisdiction.

INSTRUCTIONS

-

USE OF FORM - Use only for assignment of operating rights
(including uorking interests) in oil and gas leases. If transfer
of operating rights is accompanied by an operating agreement,
a single copy of such sgreement mus! be submitted with the
assignment. If more than one transfer of operating rights is
made out of a lease, 8 separate instrumen: 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.

FILING AND NUMBER OF COPIES ~ File three (3) completed

and manually signed copies in the appropriate BLM office. A
$25.00 nonrefundable filing fee must accompany this essignment.
File assignment within minety (90) days afrer date of final
execution.

EFFECTIVE DATE OF ASSIGNMENT.- The assignment, if
approved, tekes effect on the first day of the month following
the date of filing of a// required papers. lf an operator’s bond
is required, it mus: be furnished prior to approval of the
assignment.

NOTICE

The Privacy Act of 1874 and the regulation in 43 CFR 2.48(d)
provide that you be fumished 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) Documentstion 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) Teansfor to appropriate Federal agencies when concur-
rence is required prior to granting & right in public
iands or resources.

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

EFFECT 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 law (43 CFR 3106

. " - : _3 *
This information will be used to create a record of lease asaignment. (e
Response o this requext is required to obtain a benefit.

. o

e ——————— T ————————————
e e————
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AVENDMENT TO CONTRACT

;I WUee?
— = :
. ¢ bt
TIIS CONTRACT, Made this 31st day of May, 1939, by and betwaon o
N _\»\,'
\NDERSON--RIC:ARD OIL CORPORATION, a corporatiom, R. OLSEN OIL COMP AT, 5B oY
RIS

corgoration, and the J-K ROY@LTY_COMPANY, a corporation, Parties of the
First Part,-hereinaftef called "Oil Operators", and STANOLIND OIL .ND GiS
COLTANY, a corporation, Farty of the Second Part, hereinafter called "Gas.
Cperator": .

WITNESSETH THLT:

T{EREAS, on November 16, 193¢, the parties hereto entered into a
contract for the acquisition by Gas Operator of certain gas operating and
sroducing rights on the following described lands of the United States:

Covernment Leuse Serial No. Las Cruces 032510(b) to the
sxtent that °t covers S¥is#:, SE;SE: Sec. 10; N3
WES2E5, SiNE Sec. 15, TR26S, R37E;

covernment Leuse Serial No, Las Cruces 054668, to the
extent that it covers =11 Sec. 4, T26S, R37E;

Government Lease Serial No. Las Cruces 054667 to the
extent that it covers NE/ NI+ Sec. 33, T253, R37E; and

JHERSA3, concurrently with the execution of said contrsct, or sub-
sejuent thereto, the Oil Opgrators have assigned to the Gus Operator the
lezal title to the zas rights in :nd to said above described land; and

AERIA5, the purties now desire that the Gas Overztor shall retzin
211 the rights grented to it in end by said contract, but that 0il Oper=tors
shall retain les=l title to said uovernment leases subject to said comtrect,
and the purties desire to unmend said contract zccordinzly.

K0, THORETORE, in consideration of the sremises :nd of the mutual
pronises 2nd azreerents herein contained, it is ugreed as follows:

1. It is =2greed that the above described assiznments of legal
title are cancelled und terﬁinated +nd shall be by the Gas Operator with@rawn
from the Gemeral Land Office of the United otates where they cre non'on file
awaiting aporoval.

2. It is zgresd that the lezal title to said leases shall be
held, retained =nd o.ned by the 0il Operutors, subject, however, to each

- and all of the terms und conditions of said contrzct of November 16, 1938.




3. Par, 16 of said contract is hereby amended so that 0il

Ooperators, as Government lessees, shall pay the anmisl rent:ls due on the
respective Government leases which embrace the lund the subject matter of
this contract end 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 tae Gus Operator
is required by Pur. 16 of said contruct to pay and bear said rent:1ls, and
whenever and to the extent that it is provided by said Far. 16 that the-0il
Operators shall reimburse the Gas Operator in whole or in vart for such rerntals,
the 0il Operators shall beur the same. The varty or »urties hereto bearing
said rentals shall have all rizhts in réspect thereto us derfined in szid
Par, 16,
4, It iy agreed that the first sentence of ror. 18 of the contr:zect
may be stricken out und in its pluce the followinz lungsuaze substituted:
"No assignment by Gas Operztor, in whole or in part, witkout
the consent in writing of 0il Operstors, nor any assionment
in whole or in part by any Cil Cperator, without the consent
of Gas Cperator, of any of its riczht, title and interest in
and to the lund the subject mutter of this contract, shzll
be vulid, 3Subject to this restriction, the covenants hereof.
shall be deemed to be coverants running with the land and
shell inure to the benefit of =:nd be bindingz uson the sue- B
cessors =«nd assizns of the rarties hereto.®
5. The Cil QOperutors do nersdy ¢r2nt nd confirm unte r.s8 ( ~rator
all of the ri_hts srunted to it in 2nd by suid controct of lovember 16. 19323,
=nd the oartiecs hereto zzree that 32id centract, excent =s herein ex vessly
amended shall be und remain in fuil force z=nd effect us to =21l of iis terms
and orovisions,
I, ITHNZo5 Hiinalsr, the varties hereto n-ve czused these oresents

to be ex=cuted by their officers thersunto dquly authorized, und their coroor:-te

ser-1s to be hereunto »ffixed, the duy =nd year first upbove written,

LTYALT: ADER UN=. RICZ D OIL CORPCRATICN ¥
Lﬂ : ) 3y A L .- T
S secretery - Lg,<\President
. , ;
ATTEST: . R. OLoiN //OIL COME ANY
- Secret: ry rresident

A -

_.4444- SecretaXy - _ Fresident




ST.T=Z OF OKL.30n4 |
COULTY OF OxL:HO:Ad SS.

On tais o day of - .- -, 1939, before me anpeared

o : Vto me cersorpally kmown, who, being
by me duly sworn did say that he is the,President of ANDZASCN- RICHARD OIL
CO=PORLTION, and that the seul affixed to said instrument is the corporate
seal of said corporation, and thet said instrument was sicned znd sealed
in beh«lf of said corpor\.tion by authonty of its board of directors,and
said - - - acknowledeed said instrument
to* be the free act znd deed of said corporation.

T JITHEZSS WTERECT, I have hereunto set my hand znd aff‘ixed y
Noturial sezl the day and year first above wrltten.

Wy commission expires ..

R Notary Fublie

LT.7% OF GKLAHOME )
uOU'.HTY 07 OKLAHCLA) 53

On thisj4¥#k , day of ‘éu/v\.L- , 1939, before me appeared
Cl g e y, O me oersonally known, sho, being

by me duly sworn did say that ne is the President of R. OLSZX OIL COMPANY,
and that thae seal 2ffixed to said instrument is the corporate seal of said
corporation, and that said instrument w=s signed 2nd sealed in behalf of
said corporation by euthority of its board of directors, and ssid

W0 Qe acknosledgced said instrument
to ve the Iree ect end deed of said corporstion.

IN JITFESS arsir, I have hereunto set 1y hznd and qfflxed my
Notzrial se:l the day =nd year first above written.

iy commission expires & / 3¥,14./

——

-

LQ,{M/«: 174 L\. L ED N
Kotary Fublic

ST.TE OF Kaksas ¢
COUNTY OF S3DGICK{) SS.

On this 10tk dey of Jure » 1939, before me appeared
Fred 7, fach , to me versonelly known, who,being
by me duly sworn did say that he is the President of 7-K ROYALIY CCaPANY,
and thzt the se=l affixed to said instrument is the corporate seal of s=id
eorporation, znd that said instrument was signed z2nd sealed in beh=1f of
said corporation by authority of its bozrd of directors, =nd s=zid
4 Vet acknowledsed s2id instrument
to ve the free act =nd dead of said corporstion.
' v, 258 WIEReCF, I have hereunto set my nsnd snd sfiixed my
Notarial seal the day and year Tirst above &sritten.

Ly cormission exnires Tent, 12, 1943

r -'04

. s
. s S
. A .~ A LL—"\.

Notary Public

STLTZ OF OKIAHOMA §
CcConTTY ‘:..l'~ TILCA ° SS.

On this Zz Zday of T ecaaa_ » 1939, before me appeared
=, F. BULLARD, , to me peZéT)nally Xnown, ¥ho, being by me duly sworn,

did say that ne is the Vice TFresident of ST.NCLIND 0IZ AND 3.5 COL LEANY, and
tiaat the seal affixed to szid instrument is the corporate se=l of said cor-
sorztion, und th:ut ::id instrument was -.igned =nd sezled in belirelf of szid
corpor. tion by authority of its board of directors, :=nd seid 2, 7, 3-r 3
acknowledsed suid instrument to be the free uct _nd deed of said corroration.

I wITE.s SIZRE.T, I have hereunto set my h:nd und 27fixed my
Yoturizl sesl the day and yeur first_above written,

Xy cormission expires fecarulies T, /T YO

. % -

Not.iry Fubiic /

TR T T A T YT P S imersen e o




DOYLE HARTMA

£~
LW

Vil
Oil Operator ~ -

500 N. MAIN

P.0. BOX 10426 an 10w g "’g;t 9 L‘S
MIDLAND, TEXAS 79%02'" ~

(915) 684-4011

January 7, 1993

Leslyn Swierc

Meridian 0il Company

3300 North "A" Street, Building Six
P.0. Box 51810

Midland, TX 79705-5406

Re: 3,700’ 0il Test
S/2NE/4 Section 15, T-26-S, R-37-E

Dear Ms. Swierc:

Reference is made to your first well proposal to us of December 30, 1992
(received by us on December 31, 1992), corresponding to the drilling 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 letter 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-26-5, 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 oil and casinghead gas rights, by Doyle Hartman
and James A. Davidson, et al (Hartman Group). As to the S/2NE/4 Section 15, from
the surface to a depth of 3,500’ subsurface, the operating rights that are owned

by the Hartman Group (and as depicted in Book 487, Page 688 of the Lea County
records) were created

"under and by virtue of that certain Operating Agreement
dated November 30, 1944, between Stanolind 0il and Gas
Company and R. Olsen 0il Company, and that certain Sub-
Lease of 0il and Gas Lease and Operating Agreement dated
June 1, 1955, between Anderson-Prichard 0il Corporation
and R. Olsen 0il Company, insofar as said Sub-Lease of
0il and Gas Lease and Operating Agreement relates to the
following described oil and gas lease:

0il and Gas Lease, dated July 29, 1937,
being a "b" lease, issued by the Secretary
of the Interior of the United States to R.
Olsen 0il Company and Anderson-Prichard 0il
Corporation, recorded in Book 33, Page 587,



Leslyn M. Swierc, Petroleum Landman
Meridian 0il Company

January 7, 1993

Page 2

of the O0il 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 [in part] to the following:

Contract dated May 31, 1939, between
Anderson-Prichard 0il Corporation, R. Olsen
0il Company and the W-K Royalty Company, as
0oil operator and Stanolind 0Oil and 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 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 al, dated
January 2, 1986. The Gregory lease, in that certain stipulation, is described
as Tract 59 with the ownership, as to oil and casinghead gas rights, belonging
100% to the Hartman Group. The stipulation further defines the Hartman Group as:

Doyle Hartman 71.093750%
James A. Davidson 25.000000%
Larry A. Nermyr 1.562500%
James E. Burr 0.781250%
Jack Fletcher 0.781250%
Ruth Sutton 0.781250%

100.000000%

Since the Hartman Group is the owner of the "dominant" oil and casinghead gas
leasehold estate with Meridian's ownership (in the event of wells capable of
producing gas only) being subservient to the ownership of the Hartman Group, this
is our notification that we are not in agreement at this time with the proposed
development of the presently undedicated NE/4 Section 15, as outlined in
Meridian’s letter of December 30, 1992 (i.e., the drilling of 3,200’ test in the
NE/4NE/4 Section 15).

Based on our geological studies, we believe that the presently undedicated Rhodes
interval in the S/2NE/4 Section 15 is o0il and casinghead gas productive to an
approximate depth of 3,475’ subsurface. Therefore, Doyle Hartman hereby proposes
to initially develop our leasehold rights in the S/2NE/4 Section 15 by drilling
a 3,700’ oil test in the S/2SE/4 Section 15, T-26-S, R-37-E. In recognition of
Meridian’s ownership, the Hartman Group will promptly acknowledge Meridian's




Leslyn M. Swierc, Petroleum Landman
Meridian 01l Company

January 7, 1993

Page 3

right (but not an obligation) to.purchase any newly drilled Hartman well, for an
amount equal to the actual drilling and completion cost incurred by Hartman, if
the newly drilled Hartman well "is capable of producing gas only".

Also, in 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 drilled dry gas well. However, until
we have had the opportunity to fully evaluate the oil and casinghead gas
potential of the leasehold estate owned by Hartman and Davidson, et al, in the
S/2NE/4 Section 15, we are not agreeable to contributing our ownership in the
S/2NE/4 Section 15 nor in the NW/4NE/4 Section 15 to a 3,200’ test to be drilled
in the NE/4NE/4 Section 15,

So as to keep you fully informed as to our plans corresponding te 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 will also keep you informed as work corresponding
to our proposed 3,700-foot oil test progresses. If you have any other questions
at this time, please do mot hesitate to promptly contact us.

Very truly yours,

Doyle Hértman
enclosures (3)

rep
wpS51\corresp.dh\rhodes.mer

ce: State of New Mexico
Energy, Mineral and Natural Resources Department
New Mexico 0il Conservation Division
State Land Office Building
0ld Santa Fe Trail (87504)
P.O. Box 2088
Santa Fe, NM 87501
Attn: Jerry Sexton, Supervisor of District 1

State of New Mexico

Energy, Mineral and Natural Resources Department
New Mexico 0il Conservation Division

State Land Office Bullding

Old Santa Fe Trail (87504)

P.0. Box 2088

Santa Fe, NM 87501

Attn: Michael Stogner, Engineer




Leslyn M. Swierc, Petroleum Landman
Meridian 0il Company

January 7, 1993
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James A. Davidson
P.0. Box 494
Midland, TX 79702
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First Notice to Paﬁicipate
Gregory "B" No. 2 Wel!
NE/4 NE/4 Sec. 15

MERIDIAN OIlL T-26-8, R~37-E

December 30, 1992

Ms, Carolyn Sebastian
Doyle Hartman Oil Operator
500 N. Main St.

Midland, Texas 79701 ﬁn—m Liaat

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

Dear Carolyn:

Meridian Qil 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.

Yoy

r' . , r ‘
P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-8800 DEC 3 i 1992
3300 N. "A" St., Bldg. 6, 78705-5406




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.

-

LA

Leslyn M. Swierc, CPL
Petroleum Landman

LMS/lg

cc: Dennis Sledge




‘Midland 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
APl Well Type: Development (06) Operator; Meridian Qil 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: 6 6 6 2 14
THIS AFE: 95,200 122,800 114,000 47,000 283,800
PRIOR AFE's:
TOTAL COSTS: $95,200 $122,800 $114,000 $47,000 $283,800
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: Date: Approved: Date:
Recommended: e Date: Title:
PARTNER APPROVAL
Company Name: Authorized By:

Date:- Title:
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Hartman Group Ownership
Si2 NE/4 Sec. 15, T-26-S, R-37-E
(Excerpt from that certain stipulation dated 1-2-86)

seek Q67 uee ooy o |
167 e 688 TUCY 59 -« CRECOLY 1LUJSE A-2

B e -

A1l operating rights under thae

South Malf of the Mortheast Quarter (S/2 NE/A) and the

Northuecst Qunrter of the Northucst Quarter (MW/4 NMI/4) of
Settion 185, Township 26 South, Ronge 37 Ezst, Lca County,
New Mexico, to a depth of 3500 feet belouw the surface of

the sofl,

said °P2rﬂtlng rights belng crestcd under and Ly virtue of that certain Operating
Agreemént dated November 30, 1944, Letweea Stanolfad Oi1 and Gas Coopany and R, Olsen’
01l Compary, and that ccrtnlu Sub-Lcnae of 0il and Cas Ledoe and Operating Agreement
dated Juoe 1, 1955, betwecen Andercon-Prichard 041 Corporation and R, Olsen 01}
Company, Lnsofar ss said Sub-Lecaoc of 0Ll and Gas Lcese and Operating Agrecment re-
lates to the following descriled oil and gaz lcase:

011 end Cas Lease, dated July 29, 1937, being & "b" lease,
{ssued by the Sceretery of the Interfor of the United

States to R, Olsen Oil Company and Anderson-Prichard OL1
Corporation, recorded in Book 33, Page 5B7, of tbe 0Ll and
Cas Records of the Office of the County Clerk of Les County,
Rev Nexico, safd lessc bearing Serial No, las ‘Cruces

032510 (),
subjegt to the following:

(1) Contract dated July 16, 1936, betwcen Stanolind 01l and
Cas Compamy, grantor, and Uscan 0il Company and Andersom-
Prichard 011 Corperation, grapntecs, providing, ameng other
things, for the payment to Stanoclind O0{1 and Cas Company
of~$500,000.00 psyable from gross proceceds of the sale,
digsposal or utilization of 1/16th of the ofl, casinghead
gss ond other hydrocarbon substances produced from the
above described snd other lands, as amended by Contract
dated Noveober 16, 1938, betveen Anderson-Prichard 01l
Coerporati{on, R, Olsen Oll Company and The W-K Royalty
Company, parties of the first part, and Stanolind O{l &nd
Cas Coupany, party of the sccond part,

{2) An overriding royalty interest of 1/64th of the totsl pro-
duction of oLl, tasinghead gas and simllar hydrocarbons
except dry gas and residue gas in fevor of A, K. Barmes

and assigns.,

(3) Contrict dated May 31, 1939, betupgen Anderson-Prichard 0Ll
Corporation, R, Olaen Oi{l Company ond The W-K Royalty
Coupeny, os oil operator and Stznolfod O] and Gas Company,’
as gas operator, vhich provides, among other things, that
gas operator shall have the rignt to purchase and th:rcaf:er

:ovm and poperate vells cspable of producing gas only.

The fractfonal share of the eil, casinghesd gas and other l1{iquid hydrocarboas pro-
dueed from the above described land sbove 3500 fcct owned by Assignor is J756875.

* * « %

OWNERSHIP:

Hartman Group 1001%



DOYLE HARTMAN

Revised 5-15-82
OIL OPERATOR -
500 N. MAIN STREET
MIDLAND, TEXAS -
AUTHORIZATION FOR EXPENDITURE AND DETAIL WELL ESTIMATE
LEASE NAME __3700' @il Test WELL NO. w.l. __100%
COUNTY Lea STATE __New Mexico FIELD __Rhodes
LOCATION: S/2 NE/4 Section 15, T-26-S, R-37-E
DRILLING INTANGIBLES: PRODUCER DRY HOLE
1. Drilling Cost 3700 Feet @__ $10.00 Per Foot 37000 37000
2. Day Work 2 days @ $3700/day
7400 7400
3. Coring Service Well Surveys _OH Logs 10200 10200
4. Bits and Reamers
5. Testing
6. Directional Drilling
7. Fuel Water 8000 5500
8. Mud 4700 Mud Logging 1800 6500 6500
9. Cementing Service Cement Floats _1200 12000 3200
10. Company Labor ____ Contract Labor 1500 1500
11.  Surface Damages and Right-of-Way 2500 2500
12. Digging Pits Filling Pits 500 500
13. Pit Lining 800 800
14. Roads & Bridges __1500 __ Dredging & Grading 7500 9000 9000
15. Acidizing 6500 __ Fracturing _150000 _ Perforating 2000 158500
16. Plugging 4500
17. Trucking Cost 3000 1500
18. Development Superintendence _12/7  days @ $_500 /day 6000 3500
19. Rental Equipment BOP, Frac Tanks 5300 1300
20. Swabbing and Testing 6500
21. Legal and Professional Expenses:
Product Price Determination
Regulatory Hearings___State File Other__Location 1200 1200
22.  Abstracts and Title Opinions : 7500 7500
23. Geological, Geophysical and Land Support 2200 2200
24. Other Costs
25. Contingency @ 10 % 28560 10580
Total Intangibles 314160 116380
WELL EQUIPMENT:
26. Casing 450 Ft.of _9_5/8" @__13.50 _ PerFt.
3700 Ft.of 7" @ 8.50 _ PerFt.
Ft. of @ Per Ft. 37525 6075
27. Tubing 3650 Ft.of _2 3/8" @ 2.30 Pperft. 8395
28. Casing Head 1350 1350
29. Xmas Tree or Pumping Connections 5600
30. Pumping Unit 15000
31. Engine/Motor Controller and Power System 7800
32. Sucker Rods 4500
33. Pump 1300
34. Tank Battery 10000
35. Separator or Dehydration Equip. 5000
36. Metering Equipment
37. Flow Lines 2100
38. Guards and Fences 800
39. Other Costs
40. Conlingency @ 10 % 9937 743
Total Tangibles 109307 8168
TOTAL COST OF WELL 423467 124548
Share at %o
REMARKS:
Originated by ' Title Date
Approved Title Date




_ STATE OF NEW MEXICO _
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION sl
SSPRYG FREE=

/i

BRUCE KING POST OFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING

SANTA FE. NEW MEXICO 87504
ANITA LOCKWOOD February 15, 1993 505 8275600
CABINET SECRETARY

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
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- 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.

Sincerely,

William J. LeM
Director

cc: Oil Conservation Division - Hobbs
Larry Van Ryan - Santa Fe
Robert Stovall - Santa Fe
Michael Stogner - Santa Fe
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 BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING
SANTA FE. NEW MEXICO 8750«
(505) 827-5800
MEMORANDUM
. TO: ALL OPERATORS
FROM: WILLIAM J. LEMAY, DIRECTOR

SUBJECT: RULE 104 C Il OF THE GENERAL RULES AND REGULAT IONS
DATE : JULY 27, 1988 '

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
drilling of unnecessary wells and to protect correlative rights
of all 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

will be approved oniy on the understanding that upon completion
ot the well the operator shall elect which well will be
produced and which will 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.

dr/




STATE OF NEW MEXICO

-;: ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
AR '
p QIL CONSERVATION DIVISION
GARREY CARRUTHERS POST CFRICE SCX 2258
GOVERNOR STATE _ANC CFRICE SLILI NG
SANTA FE NEW MEXCZT 87522
i5051827-53CC
MEMORANDUM
TO: ALL OPERATORS Vj’ﬂ/
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 existing proration units. The procedures
are primarily applicable in unprorated gas poois.

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 only 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 compelling evidence that
theap;l‘iimt'seormhﬁverlghtnwmbeimpdndumusbothwensm
pl“u L]

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 minimum is suggested), the proposed method for
ensuring compliance with the proposed producing and shut-in schedules,
and thm for the request. Notice should be provided to offset
opera usual manner, allowing a 20-day waiting period. The
&?&i%w dbesenttoSmtaFevdthacupyy to the appropriate



