MERIDIAN OIL T i h o

February 20, 1996 @NFFTN%WM

Mr. William J. LeMay, Director \
New Mexico Oil Conservation Division VAT,

2 ATION Dy )
2040 South Pacheco Street Wigjxislﬂi\i
Santa Fe, New Mexico 87505

Re: Administrative Applications of Meridian Oil Inc for Administrative Approval of an Unorthodox
Well Locations for its Rhodes B Federal Well No. 4 and No. 7
Lea County, New Mexico

Dear Mr. LeMay:

On December 21, 1995, Meridian Oil Inc. (“Meridian”) filed an administrative application with the
NMOCD requesting approval of the two referenced wells. Although Texaco Exploration & Production
Inc. (“Texaco™) is an offset interest owner, no notification is required because, by prior agreements,
Texaco has consented to the “unorthodox locations” of these wells and has waived its right to object.

Despite Texaco’s agreement to the contrary, by letter dated February 2. 1996, William F. Carr, attorney
for Texaco, submitted an objection to the location of the referenced wells and requested these cases be
docketed for hearing. Meridian hereby responds to the objections raised by Texaco by offering the
following information:

The Rhodes B Federal Wells No. 4 and No. 7 (the “Wells”) are gas wells drilled within
the boundaries of both the Rhodes Unit and the Rhodes Oil Pool. The Rhodes Unit
Agreement dated January 1, 1944 (the “Agreement”) was entered into and accepted by
The Texas Company, now “Texaco”, Columbian Carbon Company, now “Oxy”,
Amerada Petroleum Corporation, now “Amerada” and El Paso Natural Gas Company,
now “Meridian” (all hereinafter collectively referred to as the “Parties™).

The Agreement specifically states that “it is the purpose of the Parties to conserve the
natural resources, prevent avoidable waste, and obtain the other benefits obtainable
through development and operation of said unit area..under and pursuant to the
provisions of sections 17, 27 and 32 of the Act of Congress...entitled ‘An act to promote
the mining of coal, phosphate, oil, oil shale, gas and sodium on the public domain,” 41
Stat. 443, 448, 450 as amended...” “All oil, gas, natural gasoline, and associated fluid
hydrocarbons in lands subject to [the Agreement] in any and all sands or horizons are
unitized...and are hereinafter called ‘unitized substances.”” (See Attachment A for
outline of unit area.)

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800
3300 N. “A” St., Bldg. 6, 79705-5406
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Both the Rhodes Unit Agreement and the Side Agreement were approved by Oscar L. Chapman,
Assistant Secretary of the Interior on June 29, 1944. In Mr. Chapman’s approval, it is certified * that
each and every lease heretofore or hereafter issued for lands of the United States and made subject as to
all or any part of the leased lands to said agreement...shall be modified as to the drilling, producing, and
royalty provisions of such lease to conform with said agreement...” (See Attachment C for a copy of

The Agreement further states that “It is the intent...of [the Parties] that the unitized
substances shall be subject to development and operation in separate groups...”

“Group 1. Gas (including casinghead gas) in any and all sands at or
above a depth of 4,000 feet...”

“Group 2. Oil in any and all sands at or above a depth of 4,000 feet...”
“Group 3. All unitized substances below a depth of 4,000 feet...”

No operator was appointed for Group 2 and Group 3 substances. The Agreement states
that “conditions for the development and operation of unitized substances in Group 2
and/or Group 3 shall...be deemed to be the terms and conditions of the leases, contracts
and other agreements...except insofar as said leases, contracts or other agreements may
require adjustment or modification to conform with the herein provided terms and
conditions.”

El Paso Natural Gas Company (Meridian) was designated as operator for Group 1
substances. The Group 1 operator was granted the “exclusive right, privilege and duty of
exercising any and all rights of the Parties...which are necessary or convenient for
prospecting for, producing, storing and disposing of Group 1 unitized substances...”
“The Group 1 unit operator is authorized to shut-in or produce the unitized substances in
Group 1...according to a plan of development and/or operations which shall be submitted
by said Unit Operator for approval by the Oil and Gas Supervisor within 30 days after
approval of this agreement...”

Attached to and made a part of the Rhodes Unit Agreement is a “Side Agreement” dated
March 13, 1944, but effective January 1, 1944 between the Parties. The Side Agreement
granted to El Paso Natural Gas Company “the exclusive right to drill for and produce gas
to a depth of 4,000 feet...[in] all the leases described in Exhibit ‘A.”” (See Attachment B
for an outline of the leases described in Exhibit ‘A’ of the Side Agreement.) The Side
Agreement states further that “Either party (The Texas Company, Columbian Carbon
Company & Amerada Petroleum Corporation - collectively called “Seller” and El Paso
Natural Gas Company - “Buyer”) shall have the right to drill a well on any forty (40)
acre tract...on said lands (provided however Buyer [El Paso] may not drill to a depth in
excess of 4,000 feet) but, except upon demand of the Oil and Gas Supervisor, neither
party shall have the right to drill a well for the purpose of producing from the presently-
known producing horizons above 4,000 feet...on any forty (40) acre tract...on which
there is an existing oil or gas well which is producing from a horizon above 4,000 feet...”

the Assistant Secretary’s approval.)
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Texaco has recognized and accepted the “existing well on a forty acre tract” rule by requesting waivers
from Meridian in 1992 and again in 1993 which allowed Texaco to drill 7 oil wells within forty acre
tracts on which a Meridian gas well currently existed. Texaco reciprocated by granting waivers to
Meridian in September 1995 which allowed Meridian to drill its Rhodes B Federal No.1 & 2 gas wells
within forty acre tracts on which Texaco’s oil wells currently existed. (See Attachments D for copies of
waivers from both Texaco and Meridian.)

To carry this concept a step further, in 1982 the Rhodes Oil Pool and Rhodes Gas Pool were delineated
by the New Mexico Oil Conservation Division. (See Attachment E for the acreage included in the
Rhodes Oil Pool and Rhodes Gas Pool and the Order approving same.) Rule 104.C allows the drilling of
oil wells within the Rhodes Oil Pool on forty (40) contiguous surface acres with spacing of 330’ from the
governmental quarter-quarter section or lot and 330' from the offset lease and/or nearest drilling well
capable of producing from the same pool. Texaco, by agreement (the Rhodes Unit Agreement and the
Side Agreement), has consented that gas wells in either pool will be drilled using forty (40) acre oil well
locations. In addition, this gas and oil well spacing program, including how gas wells and oil wells are
defined for these Rhodes pools, has been authorized by the Department of the Interior and approved by
the NMOCD. Meridian has complied with the spacing program of each pool, irrespective of whether the
well was drilled in the Oil Pool or Gas Pool. (i.e. - The Rhodes A Federal No. 2 is located in the Rhodes
Gas Pool and is subject to the spacing rules of the Rhodes Gas Pool. The Rhodes B Federal No. 1 is
located in the Rhodes Oil Pool and is subject to the spacing rules of the Rhodes Oil Pool)

The Rhodes B Federal No. 4 is located 553' FEL & 2418' FSL Section 27, T-26-S, R-37-
E, Lea County, New Mexico (within the oil pool). The location from the East line
(offset lease) is more than 330" and the location to the quarter-quarter line is 220'. This
quarter-quarter encroachment is on Meridian’s own gas rights which are covered under
the Rhodes Unit Agreement and the Side Agreement described above.

The Rhodes B Federal No. 7 is located 330' FNL & 1470' FEL Section 26, T-26-S, R-37-
E, Lea County, New Mexico (within the oil pool). The location from the North line
(offset lease) is 330" and the location to the quarter-quarter line is 150", which is, again,
encroaching on Meridian’s own gas rights covered under the Rhodes Unit Agreement
and the Side Agreement.

Texaco was aware of the above locations at the time the Wells were staked and permitted. Further,
Texaco personnel assisted Meridian personnel in the staking of the Wells by identifying Texaco pipelines
and facilities, and in moving the Well locations so as not to interfere with Texaco’s operations.

Meridian’s notification to Texaco concerning the Rhodes B Federal No. 4 and No. 7 was done out of
courtesy and not necessity, as per the Rhodes Unit Agreement. (A copy of the Rhodes Unit Agreement
and the Side Agreement are enclosed as Attachment F & G, respectively, for your perusal.) As
previously stated, Meridian was granted the right by the Parties with the approval of the Secretary of the
Interior to develop the gas on forty (40) acre tracts using oil well spacing within the unit area (refer to
Attachment A). This development program has been an ongoing project for a number of years, and
further, the gas wells drilled in the Rhodes Oil Pool have been consistent with that program. (See permits
for the Rhodes B Federal No. 4 and No. 7 as Attachment H.) Precedent has set the development of gas
wells in the oil pool due to the distinct separation of the respective gas and oil zones.
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Regarding the concerns addressed by Doyle Hartman in his letter of January 24, 1996, Mr. Hartman
questioned the location of the Rhodes B Fed. #7 at its 330' FNL location. As stated above, in accordance
with the Rhodes Unit Agreement and the Side Agreement, the 330" location to the offset lease is a legal
location. Consequently, Meridian is not encroaching on Mr. Harman’s “Dublin” lease.

Meridian respectfully requests the objections raised by Texaco and Doyle Hartman be denied and that
Meridian’s administrative applications for non-standard locations regarding the Wells be approved.

Very Truly Yours,

MERIDIAN OIL INC.
<§€ AeAC.

Leslyn M.-Swierc, CPL

Senior Landman

LMS/cs

Enclosures

cc: Mr. W. Thomas Kellahin Don Davis
Santa Fe, New Mexico Chris Settle
Mr. William F. Carr Albert Billman
Santa Fe, New Mexico Mike Metcalf
Doyle Hartman Donna Williams

Dallas, Texas
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ATTACHMENT B

Lea Co, NM
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Parsuant te tha statubery &athority iu ths .,e.retaxv ¢f the
Interior under the ict approved arch 4, 1931, 4% Stat. 1523, 30 U.S.C.
184,308 the Act aprroved August 21, 1935, 49 Stat, 67h, 30 U.5.C. 222,
amending $he Act approved Februsry 25; 1320, 41 stat, 437, 30 U.S.C. 181,
in ardor to securs the hrcf#r rretection of the public intersst, I, Csear
L. Chapman, Assistant Uecretawf ¢ the Intericr, ihis 29th fay of J‘.::ze, 1354,
hereby tske the Lollowing acticn:

Aes Approve ?.hc ahtached agreezent for the develornent and
c"c“:».:.ir.a £ ths ARCDES URIT AREA, Lea Caunty, Hew Hexico, entored into
between ths El Pase HNatural Cas Ceopany and cthers subscribing thereteg |

B, D«até:r;-mza and certily that the plac of davelcpent and cﬁam.-
tlan contenplated in sadd apreenent 13 for the purpose of more preperly
conasrving the cll or gag roscurces of sald unlt srea sand is neesssary or
advisable iz the putlic iﬁtercst. |

€. Tertify that asch amd every leass heretcfors or horeafter lssued
fer lards of the Uniced States and mada :zu‘,e“t. as to s}l «or s.ny mri of me
leasad lands to sald agreesexnt, fren the eifsclive dale therecf and concurrently
therswith, shall be modified a3 to the drilling, producing, snd reyalty pro-
viglcrs of such lease to cenfor: with s‘.id agreement, thal the prospsecing,

¢rilling, stering and reducing cperat.iws rerfermed upon 2ny lands subject

te said acreeszent s:ill ba accerted end deemsd te be cperaticns under znd for

the tanefil of all subjcct leases in their entirety, =nd sach such leasa shall

in its entirety te deazod to cantinue in furce and effect sc leng as ol or

ATTACHMENT C
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gas is ';ro&uced in paying suentiiivs snpders cn lands aub‘ec’c %.n said
agreesant, including the tern of any suspensicn .,r Zl‘Gt_"hI:‘ﬁ{} oﬁ-at.‘ms
purasznt to any plan of sis-.'alc:r'.enb andfer cperaticn under said agroemsnt
or to any order or consem of tha .Jec"etury £ the I.R.erif.r, sod untid

’t“fw terzinaticn of sald agressoect,

{3pd.)Coear L, Chapran

sssistant Sserotary of the Intericr,
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Texaco Exploration and Production Inc P O Box 2100

, ) Western E&P Flegion Danvar CO BOZO
October 6, 1992 4601 OTC Boulevard
Donver CO 80237

41652 - W. H. Rhodes "B" Lease (TT) -

43271 - Rhodes Unit (TPI)
Lea County, New Mexico

El Paso Production Company
P.O. Box 51810
Midland, Texas 79710

Attention: Ms. Leslyn M. Swierc

Gentlemen:

Texaco has plans to drill the following wells in the Rhodes Yates Area of Lea County:

1. W.H. Rhodes "B" NCT-1, No. 20, 1525' FSL, 2225' FEL, Sec. 27, T26S, R37E:

~

2. W.H. Rhodes "B" NCT-1, No. 21, 1450' FSL, 1150' FEL, Sec. 27, T268, R37E.

Article 6 of that certain Agreement dated March 13, 1944, between The Texas Company, Columbian

m Carbon Company and Amerada Petroleum Corporation, as Seller, and E! Paso Natural Gas
Company, as Buyer, provides in part that "no party shall have the right to drill a well for the purpose
of producing from the presently known producing horizons above 4,000 feet from the surface of the
ground on any forty acre tract (based on legal subdivisions) on which there is then an existing oil or
gas well which is producing from a horizon above 4,000 feet from the surface of the ground."

Texaco Exploration and Production Inc. requests that El Paso Production Company waive Atticle 6

of the aforementioned agreement insofar as it applies to the specific wells mentioned above. If you
agree, please so indicate by signing in the space provided below.

Very truly yours,

TEXACO EXPLORATION AND PRODUCTION INC.

<

Ronald W. Lanning
West Region Landman

US A

UL
OFTIGIAL 3PCNSON
OF THE 1993

U.8. OLYMPIC TEAM

- ATTACHMENT D



El Paso Production Company
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ACCEPTED AND AGREED TO THIS ?’5/ DAY OF OCTOBER, 1992.

EL PASO PRODUCTION COMPANY

4 Connew Ty Wooll*”
/ Y 1‘77—
M




an
)

Novevber 4, 1993

T RECEWVED
41652 - W. H. Rhodes "A" Lease i L, G
W. H. Rhodes "B" Lease LONQY L 198
43271 ~ Rhodes Yates Unit
Lea County, New Mexico BERIDIAN@HL ] Ml?LHNE
oMM NEDT
El Paso Production Company NOV 10 1993
P. O. Box 51810
Midland, Texas 79710 ’ MIDLAND, TEXAS
‘ OINT IN
Attention: Mr. Dennis Sledge TEREST DEPT,
Gentlemen:

Texaco has plans to drill the following infill wells during Phase III development of
the Rhodes Yates Cooperative Waterflood Area of Lea County:

1. W. H. Rhodes "B" NCT-2 No. 7
1350° FSL & 1290° FEL, Sec. 28, T26S, R37E

2. Rhodes Yates Coop Fed. Com-4 No. 1
1430’ FSL & 10’ FEL, Sec. 21, T26S, R37E

3. Rhodes Yates Coop Fed. Com-4 No. 2
130’ FNL & 1310° FWL, Sec. 27, T26S, R37E

4. Rhodes Yates Coop Fed. Com-5 No. 1
130" FNL & 10’ FWL, Sec. 27, T26S, R37E

5. Rhodes Yates Coop Fed. Com-6 No. 1
130° FNL & 2588’ FWL, Sec. 27, T26S, R37E

Article 6 of that certain Agreement dated March 13, 1944, between The Texas Company,
Columbian Carbon Company and Amerada Petroleum Corporation, as Seller, and El Paso
Natural Gas Company, as Buyer, provides in part that "no party shall have the right
to drill a well for the purpose of producing from the presently known producing
horizons above 4,000 feet from the surface of the ground on any forty acre tract
{based on legal subdivisions) on which there is then an existing oil or gas well which
is producing from a horizon above 4,000 feet from the surface of the ground."®

Texaco Exploration and Production, Inc. requests that E1l Paso Production Company waive
Article 6 of the aforementioned agreement insofar as it applies to the specific wells
mentioned above. If you agree, please so indicate by signing in the space provided
below and returning to the above address. Should you have any questions concerning
this matter please contact Charles Sadler or Russell Pool at 505~393-7191.

Very truly yours,

TEXACO EXPLO

XTION AND PRODUCTION, INC.

/ _/é//z//\ oA

/férry ﬁy/fraz{Z;
A

rea Manager

ACCEPTED AND AGREED TO THIS Z"‘/ DAY OF [ Vcomlitr ,1993.

EL PASO PRODUCTION COMPANY

A i Sl

—— WY e g

ATTACHMENT D
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MERIDIAN OIlL

September 12, 1995

Texaco Exploration & Production Inc.
Box 3109

500 N. Lorraine

Midland, Texas 79702

RE: Waiver of Objection
Rhodes ‘B’ Federal No. 1
1634’ FNL & 699’ FEL

Rhodes ‘B’ Federal No. 2
2310’ FSL & 1980’ FWL

Sec. 26, T26S, R37E
Lea County, New Mexico

I, /Ml«_ad 4 . /é[?o_{@ » being a Representative of Texaco Exploration &

Przuction Inc. waive any objection to the proposed locations as indicated above. We, Texaco

Exploration & Production, do hereby agree to allow Meridian Oil Inc, to produce said gas wells
within the same proration unit as our oil wells. All which are covered under the field rules for the

Rhodes Pool, Lea County, New Mexico.

P.O. Box 51810, Midland, Texas 79710-1810, Telephone 915-688-6800

3300 N. “A” St., Bidg. 6, 79705-5406 AT TACHMENT
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STATE OF' MFW MEY 10
ENERGY AND MINERALS DErARTMENT
+ OIL CONSERVATION DIVISION

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

. ' CASE NO. 7416

Order No. R-6891
{

APPLICATION OF EL PASO NATURAL GAS

"COMPANY FOR PCOL CREATION AND REDELINEATION,
LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on MNovember 19, -
1981, at Santa Fe, New Mexico, before Examiner Richard L.
Stamets.

NOW, on this 1st day of February, 1982, the Division .
Director, having ‘considered the testimony, the record and the
recommendations of the Examiner, and being fully adv1sed in the
premlses, :

- FINDS:

.

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

(2) That the applicant, El1 Paso Natural Gas Company,
seeks to contract the horizontal limits of the Jalmat Gas Pool
by deleting therefrom most of the lands in Township 26 South
Range 37 East, NMPM, Lea County, New Mexico.

(3) That the applicant additionally seeks to redefine the
Rhodes Yates-Seven Rivers Oil Pool as two separate pools, an
0il pool and a gas pool, and to extend the horizontal,limits of
the Scarborough-Yates Seven Rlvers Pool to tali in two certain
wells.

(4) Applicant further seeks to contract the horizontal
boundaries of the Rhodes Gas Storage  Unit. to delete certain
lands and’wells not participating in the Rhodes Gas Storage
Project and to withdraw without restriction all gas remaining
in the newly redefined Rhodes Yates-Seven Rivers Gas Pool.

ATTACHMENT E
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- (5) That the aforesaid Jalmat Gas Pool and Rhodes
Yates-Seven Rivers 0il Pool have substantially the same
vertical limits and overlap, horizontally, to a great degree in
Townshlp 26 South, Range 37 Fast, Lea County, New Mex1co.

(6) That to clarlfy the DlVlSlon s pool nomenclature and
eliminate said overlap, and to permlt gas wells and oil wells
within the overlap area to receive their proper allowable or
authority to produce, the following action should be taken:

(a) the horizontal limits of the Jalmat Tansill-Yates-
Seven Rivers Gas Pool should be contracted by
deietion therefrom of the acreage shown in
paragraph (a) of Exhibit "A" attached to this
order; :

(b) the horizontal limits of the Rhodes Yates-Seven
Rivers 0il Pool should be contracted by deletion
therefrom of the acreage shown 1n ‘paragraph (b) of
sald Exhlblt "A";

{c) the hor;zontal limits of the Scarborough

‘ Yates-Seven Rivers Pool should be extended to
include therein the acreage shown in paragraph (c)
of said Exhibit "a";

(d) That a new gas pool for Yates-Seven Rivers

- production should be created and designated the
Rhodes Yates-Seven Rivers Gas Pool consisting of
the acreage shown in paragraph (d) of said Exhibit
“A“ .

L | N _‘0'

(7) That no testimony was received relative to ccntraction

of the Rhodes Gas Storage Unit and that portion of this
application should be dismissed.

(8) That the newly created Rhodes Yates- Seven Rlvers Gas
Pool will be a non- prorated Gas Pool.

(9) That the effectlve date of this order should be
January ‘1, 1982.

(10) That'approval of the subject application and all the
pool contractions, extensions, and creation included therein
will not result in waste and will not v1olate correlative
rights.



- -
Case No. 741 '
Order No. R-6891

IT IS THEREFORE ORDERED: -

(1) That the Jalmat Tansill Yates-Seven Rivers Gas Pool as
previously defined and described in Lea County, New Mexico, 1is
herebv .contracted as shown in paragraph (a) of Exhibit "A"
attached to this order.

(2) That the Rhodes Yates-Seven Rivers O0il Pool as
previously defined and described in Lea County, New Mexico, is
hereby contracted as shown in paragraph (b) of Exhibit "A"
attached to this order.

(3) That the EScarborough Yates-Seven Rivers Pool as
previously defined and described in Lea County, New Mexico, is
hereby extended as shown in paragraph (c) of Exhibit "A"
attached to this order.

(4) That a new pool for Yates-Seven Rivers gas production
is hereby created and designated the Rhodes Yates-Seven Rivers
Gas Pool with vertical limits consisting of the Yates and Seven
Rivers formations and horizontal limits as shown in paragraph
(d) of Exhibit "A" attached to.this order, provided however,
that the vertical limits of said pool in Section 4, Township 26
South, Range 37 East, NMPM, shall be the Yates formation and all
of the Seven Rivers formatlon except the lowermost 100 feet
thereof. :

(5) That the portion of this cace seeking'deletion oi-
certain lands from the Rhodes Gas Storage Unit is hereby
dismissed.

(6) That the effective date of this order and of the pool
. contractions, extensions and creation and the dismissal -
contained herein shall be January 1, 1982.

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

DONE at Santa Fe, New Mexico, on the day and year
hereinabove designated. ' : :

TE OF NEW MEXICO

I CONSERVA?/Q. VISION

/ ‘ALJ
E D. RAMEY,

Director

SEAL



{a)

~

Contrac Jon of the Jalmat

~  Pool, Lea County, New Mexi

(b)

(c)

Tansill’ 1tes—SCvcn Rivers Gas
co:

TOWHMSHIP 26 SOUTH, RANCGE 37 EAST, NMPM

Sections 4, 5, and 6:
Section 7: E/2 E/2
Sections 8 and 9: Al
Scction 10: W/2
Section 14: SW/4
Section 15, 16, and 1
Section 18: E/2 E/2
Section 19: E/2 NE/4
Sections 20, 21, and
Sections 27 and 28:
Section '29: NE/4
Section 33: E/2 E/2
Section 34: All

Contraction of the Rhodes
Lea County, New Mexico:

TOWNSHIP 26 SQUTH, RA

All

1
7: all

22: All
All

Yates-Seven Rivers 0il Pool;

NGE 37 EAST, NMPM

Sections 4, 5, and 6:
Section 7: E/2
Section 8: N/2, E/2
Section -9: All
Section 10: S/2
Sections 15 and 16:
Section 17: NE/4, E/
- Section 21: N/2 N/2,
‘Section 22: N/2, N/2
Section 23: §S/2

All

SE/4, SW/4 SE/4, and SE/4 SW/4

All
2 SE/4, and E/2 W/2
SW/4 NW/4, and SE/4 NE/A4
SE/4, SE/4 SE/4, and NE/4 SW/4

Extension of the Scarborough~¥ates—8even_Rivers Pool, Lea

County, New Mexico:

TOWNSHIP 26 SQUTH, RANGE 37 EAST, NMPM

Section 6: SW/4 SW/
Section 29: NE/4

Creation of the Rhodes-Yat

County, New Mexico:

EXHIBI
ORDER NO.

4 . ' , i)

es-Seven Rivers Gas Pool, Lea

T nAn

R-6891 Page 1



TCNSHIP 26 SOUTH, RANCE 37 F 3T, MMPM

Seccion 4: All T

Section 5: FE/2

Section 8: NE/4, E/2 SE/4, Sw/4 SE/4, and
SE/4 SW/4 )

Section 9: All

-Section 10: W/2

Section 14: SVI/4

Section 15 and 16: A1l

Section 17: NE/4, E/2 W/2, and E/2 SE/4

Sectjon 21: N/2 N/2, SE/4 NE/4, and SW/4 NVI/4

Section 22: N/2, N/2 SE/4, SE/4 SE/4, and NE/4 Sw/4

Section 23: §/2

EXHIBIT "A"
ORDER NO. R-6891 Page 2



ATTACHMENT F

"UNIT AU R BB M BENT

FOR THE DEVELOPMENT AND OPEAsTION OF THE RHODES AREA

This agreement, entered into as of the lst day of
January, 1944, by and between the parties suﬁscribing or con-

senting hereto,

WITNESGSETH

WHEREAS, the parties subscribing or COnsenting'hereto
are the owners of operating, royalty, or other oil or gas in-
~terests in the Rhodes unit area hereinafter defined;

WHEREAS, it is the purpose of the parties hereto to
conserve the natural resources, prevent avoidable waste, and
obtain the other benefits obtainable through development and
operation of said unit area (or the part thereof.made subject
to this agreement) under the terms, conditions, and limitations
heréinafter set forth; under and pursuant to the provisions of
sections 17, =7 and 32 of the act of.Congress, approved Febru- :
ary 25’,1920’ eﬁﬁitled "An act to promote the mining of coal,
phosphate, oil, oil shale,
L1l Stat. 443, -448, 450, as

gas and sodium on the public domain,"
amended or supplemented by the acts
of March 4, 1931, 46 Stat. 1525, and August 21, 1935, 49 Stat.
677, 678; 30 U. S. C. 226, 184 and 189;

| HOW, THRKRLFOKL, in consideration of the premises and
the promises hereinafter containéd; the parties hereto and the

parties consenting hereto agree among themselves and with the



Secretary of the Interior as follows:
ENABLING ACT
AND
REGULATIONS

1. The act of February 25, 19<G, supra,

as smended, and all pertinent regula- .

tions heretofore and all pertinent and reassonable regulations

hereafter issued thereunder, including operating regulations,

are accepted and made a part of this agreement.

UNIT AREA ' 2. The following described¢ lands. shown

on the map attached hereto are hereby designated and recognized
as constituting the Rhodes unit area:

Section 4: W/Z Vi/2; E/2 SW/4; W/2 SE/4; SE/L SE/4

Section 5: All

Section 6: NE/4 KW/4j5 NE/4; N/2 8E/4; SE/4 SE/4

Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section

Section

Section -

Section

A1l in Township <6 South, Range 37 East, N. M. Meridian.

No BN e R A O

: WE/4 NE/L |
: NVi/4; N/2 SW/h; SE/4 SW/4; B/Z
¢ All

s NW/4 NW/4; S/2 N¥/L; S/z

: A11 |

: All

E/2; B/2 Nii/l

: E/<
: A1l
s All

SW/4 NW/4; SW/4

: Al1

£11

: A11

. B/Z WE//

Tatal & &82N boroc



The above described unit area may be modified upon
apﬁlication by the Gfoup 1 Unit Operator hereinafter referred
to and by the unit operator Qr‘operators for ﬁhe unitized sub-
stences in Group < and Group“B, or, if there be no unit operator
for the unitized substances in both or either of said Groups,
then the owners of the operating rights as to unitized substan-
ces ih“the Group for which there is no unit operator upon the
majority of the lands then subject to this agreement, and with
the approval of the Secretary of the interior, to ihclude addi-
tiohal land reasonébly regarded as necessary or desirable for
the purpbses of this agreement or to exclude land reasonably
proved to be unnecessary for such purpeses. Such increase or

decrease shall be effective as of the first of the month fol?
lowing approval.
LANDS SUBJECT 3.

_ L0
THIS AGRERMENT

All tracts within the unit area as

to which the oil and gas operating
rights are committed to this agreement constitute the lands
subject to this égreement. Signature hereof or consent hereto
by any person commits to this agreement the interests (whether
operating rights or other interests) specified opposite such
person'!s signature hnereof or specified in such person's consent

hereto.

QL;E£§LQ< Ao A1l oll, gaus, ratural gasoline, and
associated fluid hydrocarbons in

lands sﬁbject to this agreement 1a any and &all sznds or hori-

zcns are unitized under the terms of this agreement and are

rereinafier called "unitized substances!.

- 3 -



SEGHEGAT LON : 5.
OF UNITIZED
cUBSTANCES

It is the intent and purpose of the

parties to this agreement that the
unitized substances shall be subject to development and opera-

tion in separate groups as follows:

Greup 1. Gas (including casinghead gas) in any
and all sands at or above a depth of
4,000 feet from the ground surface,
whether such gas is now in place or is
nereafter injected.

Group <. 0il in any and zll sands at or above a
depth of 4,000 feet from the ground
surface.

Group 3. All unitized substances below a depth
of 4,000 feet from the ground surface.

GROUP 2
AND/OR

GROUP 3

UNIT OPERATOR
- OR OPERATORS

6. No Unit Operator has been appointed

for the unitized substances in Group

2 and/or Group 3, nor need be unless
the appointment of such a Unit Operator be demanded by the
Secretary.

The terms and conditions for the development and
opération of unitized substances in Group < and/or Group 3
shall (unless and until a plan for their development be estab-
lished as below provided) be deemed to be the terms and con-
ditions of the leases, contracts, and other agreements under
which said unitized substances are now being developed and
operated, except insofar as said leases, contracts or other
agreements may reguire adjustmeht or modification to conform

with the herein provided terms and conditions.

The holders of the operating rights as to the uni-

tized substances in Group < and Group 3, or either, may at any

- 4 -



time select, and they agrec upon demand of the Secretary
promptly to select, a Unit Cperator for the unitized substan-
ces in Group <2 and Group 3, or either, and in eilther such case
they shzall also submit z schedule showing o« method of allocation
of benefits and costs of operations as to said unitized substan-
ces and the ratio of apportionment thereof amohg the parties
entitled to such btenefits or Qhargéaﬁle.with such costs. After
approval by the Secretary of the Unit Operator so selected, and
of the schedule so submitted, and within 20 days after demand by
the Supervisor, said Unit Operator shell submit for the appro?al
‘of the Supervisor a plan of developaent and/of operation for the
unitized substances in Groups z and/or 3, which plan or plans,
when so approved, saall constitute the further drilling and
operating obligations of said Unit Operator for thé unitized
substances involved. Said plan or plans shall be as nearly
complete and adequate as the Supervisor may determiﬁe to be nec-
essary and advisable to conserve properly the unitized substan-
. ces covered by such plan or plans. Said plan or plans may be
modified from time to time upon approval of said Supervisor,

or at the girection of sald Supervisor, to meet changed condi-
tions, and the further obligations of the Unit Operator or Oper-

ators involved shall be conformed thereto.

7. L1 Paso Natural Gas Company is. hereby

designated as unit operator for Group 1
unitized substances, hereinafter designated as Group 1 Unit Oper-
acor, and by signature hereof comaits to this agreément all in-
terests vested in it in lands within the unit area and agrees

- 5 -



to accept the duties and obligations of such unit operator to -
conduct and manage the operation of the lands subject to this
agreement for the development, storage and production of Group
1 unitized substances as herein provided.

SUCCESSOR

UNIT

8. Whenever a Unit Operator for a Group
OPERATOR

or groups of unitized substances

designated under this agrecement shall be rcmoved or shall re- -
linquish his rights as Unit Operator under this agreement, the
owners of the majority of opérating rights as to such group or
groups of unitized substahces accbrding to their total acreage

interests in the lands subject to this agreement as to such

group or groups shall select a new unit operator for such group

or groups of unitized substances. Such selection shall not be-
come effective until (a) the un;t.operator so selected shall
accept the duties and responsibilitics of such unit operator
and (b) the selection shall have been approved by the Secretary.
Any unit operator shall be subject to removal for failurs to
pgrform effectively his duties &nd obligaticns as Unit Operator
hereunder on notice by the Secretary, such nctice to be given
only after reasonable opportunity has been given to correct any
specified default in performancec.
The right to relinguish all rights as a unit operator
mav he exercised whenever said operator is not in default under

this agrecment but no Unit Opervator shall be relieved from his

duties and obligations as unit Operateor for a neriod of six
wonths after notice of intention to relincuisn such duties and
ohligations has been served by hiim on all other parties hereto

-6 -



holding operating rights in respect tc the ﬁnitized substancesj“
involved and the Secretary, unless a new.operator shall ﬁave
been selected and shall have taken over and assumed the duties
‘and obligations of such Unit Operator prior to the expiration
of said period. At any time prior to the datz crn which relin-
guishment by or removal of & Unit Operztor becomes affective,
the owners of operating rights as to the unitized substances
involved or a duly cualified new Urit Operator may elect to
puféhase on reascnable terms all or eny purt of the preceding
Unit Operator's eéuipment, material . and zppurtenances in cr
upon the lands.subject to this agreement, proviced that, nc
such equipment, material, cr appurtenances so selected for pur--
chase shall be rewoved pending determination of reascnable bLerms
of purchase. Any eguipment, material, and appurtenances not so
purchased and not so necessary for the preservation of wells may
be removed by the retiring Unit Cperator at any time wifhin.six
(6) months after the relincuishmen®t or removal becomes effective,
but if not so removed shzll beccme the joint propertyv of the
owners of the operating rights és to the unitized substances
involved.

Acquisition or assiznment of operating rights pertain-
ing to Federal lands subject to this agreement and the considera-

tion therefor's1all be subject to approval by the Secretary.

Ll
LI CATIORS
of Ladur 1

UHLT OPLhALOR

LS AND 9. The exclusive right, privilegs, and

duty of exercicirg wny and all rights

g1 E
of the parties signatory hereto which
arc necessary or convenient for prospecting -for, producing,

-7 -



storing and disposing of the Group 1l unitized substances is
hereby vested in the Group 1 Unit Operator and sheall he exercised
by said Unit Operator as provided in this agreement. Aéceptable
evidence of title to seid rights shall be deposited with said
Unit Operator, &nd, together with this agrcement, shall consti-
tute and define said Unit Operafor‘s rights, privileges, and
obligations in the premises; provided, that nothing herein shall
be construed to transfer title to any lands, leases, or opera-
ting agreements, it being understood that the Group 1 Unit Opera-
tor shall have rights of possession and use merely for the pur--
poses.herein specified, and for any and all other purposes all
existing agreements in respect to Group 1 unitized substances
remain in forcé and effect. Like provisions shall be applicable
to Group 2 and/or Group 3 unitized substances if and when a unit

a

operator or operators for those substances are selected as here-
in provided.
The Group 1 Unit Operator shall pay all costs and

eXpenses of operations with respect to the development, storage

and recovery of Group 1 unitized substances.

PLAN OF 10. The Group 1 Unit Operator is author-
QPERATION :

45 TO GROUP 1 ised to shut-in or produce the uni-
UNITIZED

SUBSTANCES

tized substances in Group 1, or
supplement such substances by injection of gas, according to

a plan of development and/or operations which shall be submit—
ted by said Unit Operator for approval by the 0il and Gas Super-

visor within 30 days after approval of this agreement znd when



so apprbved shall constitute the obligations of said Unit
Operator for development and operation of such unitized substan-
ces; provided that said plan shall be subject to mbdification
from time to time at the option of sald Unit Operator subject

to like approval; and provided further that the 0il and Gas
Supervisor may require that a new plan of development and/or
operations shall be submitted when, in.his opinion, such action

is necessary and advisable in the public interest.

ALLOCATION 11. Group 1 unitized substances, as and
OF GROUP 1 _

CUNITLZED when produced, will be deemed to be
SUBSTANCES : '

produced equally on an acreage basis
from all the lands subject to this agreement and will be allo-
cated to the several tracts in the fatio that the total acreage

of each bears to the total acreage subject to this agreement.

PAYMENTS OF 12. Group 1 Unit Operator, on behalf of
ROYALTIES

ON GROUP 1 the respective lessees, shall pay
UNITIZED .
SUBSTANCES all royalties due the United States,

the State of New Mexico, and others entitled thereto, on account
of Group 1 unitized substances; provided, that if said Unit
Operator defaults in any such payments and no bond has been
posted by said Unit Operator which is adequate to cover such
default, or when there is no Group 1 Unit Operator, the obliga-
tion to pay royalties on Group 1 Unitized Substances shall rest
upon the respective lessees.

KOYALTIhS

13. (a) Royalties on Group 1 unitized
AND RENTALD

substances payable to the United

States shall be: 9



(1) A royalty of 3.79 per cent on the value of the
gas as to production thereof allocated to Federal lands for a
.period of 25 years subject to the provisions of the following
paragraphs of this section, regardless of whether the produc-
tion was originally in place or was injected by Group 1 Unit
Operator, and thereafter the lease rates shall prevail unless
a modification of such rates is agreed'upon by the Secretary
of the Interior and Group 1 Unit Operator.

(2) Royalties on gasoline or other liquid hydrocarbons
allocated to Federal lands shall be paid at the lease rates.

| (3) 1If for any reason Group 1 Unit Uperator does

not inject into sands or horizons containing Group 1 unitized
substances a total of 65,OOO,OOOIM.c,f. of gas within 15 years
from the effective date hereof or if, upon the permanent dis-
continuance of the injection of gas, Group 1 Unit Operator has
failed to inject 65,000,000 M.c.f., the rate of royalty due
the United States on the gas recovered from the production of
Group 1 unitized substances shall be 3.79 per cent plus that
percentage of 6.54 per cent which the difference between
65,000,000 M.c.f. and the amount of such gas injected bears
to 65,000,000 M.c.f.

(4) If the total volume of gas produced per acre
equals the amount injected per acre plus 4,136 M.c.f. per
acre at 15.02 #.pressure base, the rate of [ederal royalty on
all subsequent vroduction shall be at the lease rates.

13.(b) Royalties for Groups Z and 3

unitized substances payable to the United States shall be paid

-10~-



at the rates specified in the respective leases subject to
this agreement. If and when such substances are produced
undcr.a plan of development and/or operation approved pursuantb
to this agreement,‘said royalties shall be computed on the ba-
sis of the amount or value of production allocated to said
leases.

| -13.(c) Rental for lands of the United
States subject to this agreement shall be paid at the rates
specified in the leases, except that, as to leaseholds deter-
mined by the Secretary of the Interior to be valuable only for
storage.or production of Group 1 unitized sﬁbstances, the ren-
tal shall be paid at an annual rate of 25 cents an acre during
the first-zS'years following the efféctive date of this agree-~
ment. In any and all events, the leases shall be déemed to be
in a status of operating leases while being used for storage

of Group 1 unitized substances.

CONSERVATION 14. 41l operations shzll be conducted

so as to provide for tie most economical zand efficient recovery
of unitized substances to the end that meximum uitimzte yield
may be obtained without waste, ana for the purpose of more
precperly concerving the natural resources, the production of
unitized substances at zll times shall be without waste as de-
fined by State or Federal law; zrpd nroduction from gas wells
shall be limited to such juantity =s can bé vut to beneficial
use wilth adequate realization of fuel values; and, in the dis-
cretion of the Secretary of thz Interior, prcéuction of unitized
substances shall be limited by the beneficial demuand as deter-

mined by said Secretary.
-



DRAINAGE | 15. Any Unit Operator shall take
appropriate and adequate measures to prevent drainage of the
unitized substances as to wnich he is Unit Operator from the
unitized lands by wells not on tne lands subject to this agree-
ment, or, with approval of tihe Secretary of the.Interior, pay

a fair and reasonable compensatory royalty as determined by

the Supervisor.

LEASES AND 16.

CONFOR4IED

The parties hereto or consenting
CONTRACTS

hereto holding Federal leases subject
IO AGREEMENT

to this agreement, consent that the
Secretary shall, and said Secretary, by’his approval of this
agreement, does, establish, alter, change or revoke the drilling,
producing, royalty and rental requirements of such leases and

the regulations in respect thereof, to conform said requirements
to the provisions of this agreement.

The Secretary further agrees, consents and determines
that during the effective life of thié agreement, the prospect-
ing, drilling, and producing operations performed upon any lands

subject hereto will be accepted and deemed to be operations unQ

der and for the benefit of all such leases; that suspension of

operations or production on any such lease shall be deemed not
to have occurred if there be operations or production on any
part of the lands subject hereto; and that suspension of all
operations and production on said lands pursuant to any approved
plan of development and/or operation cr o the direction or con-
seat of said Secretary, shall be cdeemed vwc conctitute such sus-
peinsion with respect to ezch such lease; snd no such lease

-1z -



shall be deemed to expire by reason of such approved susSpension.
All agreements by and between the parties héreto or
consenting hereto are hereby modified or zmended to the extent
that such agreements are not consistent herewith and in case of
any conflict the terms of this unit agreement shall prevail.

The parties hereto owning rights in any Federal
- 01l and gas lease which covers lands part of which are within,
and part of which are outside, the Rhodes Unit Area described
in thils agreement, by their signature hereto hereby consent
and agree that lands covered by any such lease located outside
said Rhodes Unit Area will, upon request of the Secretary of
the Interior, be made subject to any future unit agreement
approved or prescribed by the Secretary.

COVENANTS 17. The covenants herein run with the
RUN

WITH LAND .land until this agreement terminates,
and any grant, transfer, or lease of interest in lands or leases
subject hereto shall be conditioned on the assumption of all
privileges and obligations hereunder by the grantee, trénsferee,
lessee, or other successor in interest and as to Federal land
shall be subject to approval by the Secretary.

EFFECTIVE DATE 18.

This agreement upon approval by the
AND TERM

Secretary shall be deemed to have
become effective as of January 1, 1944, and shall terminate
two (2) years after said effective date unless (1) gas has
been or is being injected into the horizons containing Group 1
unitized substances, as herein provided, or (Z2) a plan for
the development &and operation of Group < or Group 3 unitized

substances has been established, pursuant to section (6) hereof,

- 13 -



provided that this agreement way be terminated by itne Secretavy
of the Interior upon reguest of Group 1 Unit Operator and the
unit operator or operaters for unitized substeances in Groups

2 and 3, or, if there be no unit operator for unitized substan-
vces in said Groups or either of them, then the owners of the
operating interests as to unitized substances as to which there
~is no unit.opefator_upon the majority of the lands then subject
to this agreement, after nctice of intention to regquest such
termination has been served on &ll partiss in interest who are
not parties to the request for such terninstion.

REGULATION 19.

OF DEVELOPMENT
AND PRODUCTION

£11 orodiction and the dispcsal

thereof shall be in conformity with

zllocations, allotments, and quotas made or fixed by auy culy
authorized person or regulatory body uncder any Federal or State
statute; provided that the Secretary is vested with authority,
pursuant to the mineral leasing act, to alter or modify from
time to time in his discretion, the rate of prospecting and
development and ﬁhe quantity and rate of production under this
agreement, such.authority being hereby limited to alteration

or modification in the public interest, the purpose thereof and
the public interest to be served thereby to be stated in the
order of alteration or modification.

DETERMINATIONS Z0.

BY OPERATOR AND
REVIEW THLREOF

Operator shall determine all matters

involved in this agreement for which

a different method of determination is not herein established:

provided that Operator shall give timely notice of ll such

- 14 -



determinations to all interested parties, including *he Secre-
tary; provided further, that all such determinations may be
reviewed by the Secretary on his own initiative or on written
request of any interested party, notice of any such review to

be given to all interested parties, including Operator, within
60 days after receipt of notice of Operator's determination;

and provided further, that any matters so reviewed, on request
or consent of Operator, may be submitted to a committee of three
competent persons appointed by said Secretary, one on nomination
of Operator, one on nomination of the other interested parties,
and the third on nomination cf the first'two, the cost of such.
committee to be a cost of operziicn and its report (which shall
be binding on the committee when concurred in by any two of its
members) shall be submitted to said Secretary, the Operator, and
other interested parties; and provided further, that opportunity
shall be given in said review for all interested parties to pre-
sent their contentions and supporting evidence by written or
oral communication to said committee or said Secretary, and that
after'censideration of ail credible evidence, sald Secretary
shall render a reasonable decision based thereon and in conform-
ity therewith, which decision, so made and rendered, shall be

final and binding on all parties hereto or consenting hereto.

"Operator", as used in this Section 20, means (a)

where unitized substances in Group 1 are concerned, the Group 1
Unit Operator; (b) where unitized substances in Groups 2 and 3
are involved, the unit operator or operators for such substan-

ces, or, if there be no unit operator for the unitized substances



in both or either of said groups, then the owners of the opera-
ting interests as to the unitized substances for which there is
no unit operator upon the majority of the lands then subject to
this agreement; and (c) where unitized substances in Groups 1,
2 and 3 are involved, the Group 1 Unit Operator and the unit
'operator or operators for unitized substances in Groups 2 and 3,
or if there be no such unit'operator for the unitized substances
in Groups 2 and 3 or either of them, the owners of the cperating
interests as to the unitized substances in said groups or group

upon the majority of the lands then subject to this agreement.

BOND ) S 21; Any Unit Operator shall furhish
within 30 days after approval hereof by the Secretary of the
Interior or after his selection and'maintain at all times there-
after a bond in the penal sum of $5,000.00 with approved corpo-
rate surety, or with deposit of United States bonds as surety
therefor, conditioned upon compliance with the terms of this
agreemént applicable to him, provided that additional bond may
be required at any itime deemed necessary by the Secretary of the

Interior.

22. It 1s understood and agreed that the
calculations upon which the royalty percentages mentioned in
paragraphs 1 and 3 of Section 13(a) and the M.c.f. per acre
mentioned in paragraph 4 of said Section 13(a) are based on 5,480

acres of Group 1 unitized substances, initially committed to this

agreement. If at any time it is mutually agreed to change the

number of acres initially included within Group 1 unitized

~16-



Substanceé, then the aforesald royalty percentages and M. c. f.
per acre shall be recalculated on the basis of the new acreage

and facts appertaining thereto. No change shall be made in the
aforesaid royalty percentages and M.c.f. per acre until such

changes are mutually agreed upon by the Secretary of the Interior

and Group 1 Unit Operator.

COUNTERPARTS | 23. This agreement may be executed in
any number of counterparts with the same force and effect as if

all parties had signed the same document.

IN WITNESS WHEREOF, the parties hereto have caused
this agreement to be executed and set opposite their respective
names the date of execution and a list of the lands 6r interests
made subject to this agreement. (Note: When any person executes
this agreement in a representative capacity of any type, there
should be attached thereto a duly certified or photostatic copy

of the instrument(s) setting forth his authority to execute

this agreement.)



 Date __ March 13th 194h
EL PASO NATURAL GAS COMPANY

By__C.« C. GRAGIN {SGD)
Vice President

Attest:Jd. E, FRANSY (5(D)
Secretary

J

Date _Mareh 22, 1344 R 1944\

THE TEXAS COMPANY

By _ J 5. LEACH (sgd)

J.ss

Attest: Jo B, DUKE (egd)

SEAL J. g. Duke P
Assistant Secre_tary

-(Sedﬂ2é.
AllqinfTownship 26‘South%“RanPe$37

Date __ March 31 , 1944

COLUMBIAN CARBON COMPANY
REID L. CARR (egd)

By

Attest: GEOo L. BUBB (sgd)

SBAL Kest, Bocrotary

Date fpril 6 , 19444

AMERADA PETROLEUM CORPORATION
By ALLMAND X, BLON (egd)

ME U103 I P—
Attest L. G, ETCHISON (8aD)
AL L ] L ]

,//
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All in Township 26 South, Range 37
East, N.M.P. Meridian.

Approved as to termst

22 _3{16/44 C, B, WILLIAMS (agd)




ATTACHMENT G
&.
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R

MSIDE" AGREEMENT

dateduas}of March 13, 1944

‘ ‘D ‘ between

THE TEXAS COMPANY,
AMERADA PETROLEUM CORPORATION and
COLUMBIAN CARBON COMPANY
' Seller

and

EL PASO NATURAL GAS COMPANY
~ Buyer




ot

THE STATE OF NEW MEXICO
COUNTY OF LEA

WHEREAS, under date of September 17, 1928, El Paso
Gas Utilities Corporation, a Delaware Corporation,'enteréd

into an agreement with Texas Production Company, a Colorado

. corporation, Columbian Carbon Company; a Delaware corporation,

and Ameradé Petroleum Corporation, a Delaware corporation, by
the terms of which El Paso Gas Utilities Corporation'agreed
to purchase from the other corporatiéns above mentioned
certain gas to be produced from certain lands in Lea Coﬁnty,

NeW'MexicQ, then covered by oil and gas prospecting pefmits_;

" issued by the Department of the Interior, Texas Prdduction

Company, Columbian Carbon Company, and Amerada Petroleum

CdrporatiOn'having'acquired the right to produce.and'market

- gas under said permits and the leases into which they should

or might mature, and

WHEREAS, El Paso Gas Utilities Corporation assigned
its interest in said agreement df September 17, 1928, to El
Paso Natural Gas Company, a Delaware corporation, and Texas
Prdductibn Company assigned its interest in said agreement of
September 17, 1928, to The Texas Company, a Delaware corpor-
ation, and _ ._

WHEREAS, on October 27, 1937, said The Texas Comﬁany,
Columbian Carbon Company, and Amerada Petroleum Corporation,
and said El1 Paso Natural Gas Company, entered into a supple-
mental agreement providing for the extraction by El Paso

Natural Gas Company of natural gasoline from said gas, and



WHEBEAS, said The IexasiCompany, Columbian-Carbon
Company, and Amerada Petroleum Corporation; and said El Paso
Natural Gas Company, entered into various supplemental agree-
ments'in respect to the purchaee and sale of gas and gasoline,
' butane, propane,_etc,,vtherefrom, and

| WHEREAS, there is now covered by said agreements
ahd supplementé thereto the list of leases and acreage .
specificelly described in Exhibit "A" attached hereto and
herein referred to for all purposes, and
| WHEREAS, ' there have been drilled upen said 1easesA
_ the 17 wells described in Exhibit "BM attached hereto and
herein'referred>to for all purpqses,-andn_

- WHEREAS, The Texas Company above mentioned‘was
merged into-The‘Texas'Corporation, a Delaware corbofatibn,
whose name was change to Ihe Texas Company, and
| WHEREAS, sald last mentioned The Texas Company and
said Columbian Carbon Company and Amerada Petroleum Corpor-
ation are hereinafter referred to as Seller,. and seid El Paso_
Natural Gas Company is hereinafter referred to as Buyer.

NOW, THEREFORE, Seller and Buyer enter into the
fellowing'agreement, which shall, when and if it becomes
effective under paragraph 18 hereof, supersede all the agree-
ments above mentioned or referred to, except for the obliga-
tions and rights thereunder in respect to the period prior to
'January 1, 1944, which obligations and rights in respect to
the period prior to January 1, 1944, shall remain in full

force and effect,



1.

For and in considerétion of the payments and coven-
ants hereinafter provided to be made ahd performed by Buyerp
and Subject to the conditions herein stated, Seller hereby
grants to Buyer the exclusive right to drill for and produce
gas to a depth of 4,060 feet b910w’thevsurface, in the case
of'ail'the leases described in said Exhibit "A", except the
W. T. Lanehart lease, and to a depth of 3,500 feet below the
surface in the case of said W. T, Lanehart lease, and Seller
also sells to Buyer the seventeen wells described in said
Exhibit "B", together with éll equipment, valves, connections,

pipe, derricks, etc., now used in connection with said wells

-/ and on said leases. Whenever the depth of 4,000 feet is

hereinafter referred to in this-agreement, it shall be taken
to mean not 4,000 feet buf 3,500 feet, in the case of the
said W, T. Lanehart lease, but in the case of all ofher leases
it shall have its natural meaning. Buyei shall, so far as
Séller is conéerned, have the right, (and Seller, so far as,
but only so far as, Seller has the power to do so, confers
upon fhe Buyer the right), to inject gas, no matter from
what lands prbduced, into the horizons above 4,000 feet in
the lands described in said Exhibit WA", and thereafter to
produce said injectéd_gas the same as if it had originally
been in place in said horizons, and to use any of said
seventeen wells as input wells, or to close in any of said
wells, all in its absolute discretion in the operation of

sald lands for éasvabove 4,000 feet. The word "gasm" as

5



used herein includes the natural gaSoline, propane, butane
and other content of thé gas.
2.
(é) In consideration for said grant and sale, Buyer
agrees to pay Seller the following sumss

(i) Buyer shall pay Seller the sum of
$75,000.00 in cash on the execution
and delivery of this instrument,

(ii) Commencing with January 1944 and

continuing until and including June
1944, Buyer shall pay Seller a monthly sum
computed as follows:

Multiply 4.65¢ by the number of
thousand cubic feet which shall
constitute 45% of Buyer's total
pipeline requirements for the
month in question;

each month's payment to be made on or before
the 25th day of the succeeding month,

(ii1) If 457 of Buyer's total pipeline re-
quirements for the period from

January 1944 to June 1944, both inclusive

shall be less than 8,100,000,000 cubic"

feet of gas, then Buyer shall pay Seller; on

or before July 25, 1944, a sum of money com-

puted by multiplying 1l¢ by the number of

thousand cubic feet representing the d4dif-

ference between 8;,100,000,000 cubic feet

and said 45%.

(iv) Commencing with the month of July

1944; Buyer shall pay Seller a mon-
thly sum computed as follows:

Multiply 1.86¢ by the number of
thousand cubic feet which shall
constitute 45% of Buyer!s total
pipeline requirements for the
month in question.

: Said monthly payments shall continue until
@ the total amount paid under this subdivision
(iv) shall aggregate $161,882.00.

Y



(v) For the purposes of subdivisions (ii);-(iii)
and (iv) of subparagraph (a) of this paragraph 2,“BuYer!s
total pipeline requirements means "the total requirements of
said " (Buyer!s) "pipeline" as defined in the contract dated
September 17, 1928, and supplements and amendments thereto,
including the Supplemental Agreement of October 25, 1939,

, determined on the basis of measurements specified in the
contract dated September 17, 1928. On or before the 25th
day of February 1944, and on or before the 25th day of each
month thereafter until the completion of all payments under
~this contract, Buyer shall submit to Seller a statement show-
ing'45% of its total pipéline requirements for the calendar
month preceding. On or before July 25, 1944, Buyer shall
.submit'to Seller a statement showing 45% of its total pipé—
line requirements for the entire period from January 1944 to
June 1944, both inclusive. The foregoing statements are to
be submitted for the purpose of determining the payments due
from Buyer to Seller under subdivisions (ii), (i1i) and (iv)
of subparagraph (a) of this paragraph 2.

(¢) All and singular the foregoing payments
mentioned in'thié paragraph 2 shall be made by Buyer-if—
respective of whether or not any gas is taken from said wells
or leases and irrespective of whether or not said wells or
leases are or shall be capable of supplying 45% of Buyer's
total pipeline requirements.

3.
Buyer agrees to pay all royalties and taxes upon

gas produced from said land above 4,000 feet. In the event

-



there is any increase before July 1, 1944, in the rate of
the taxes now levied upon gas, such increase shall; as to

the quantities ﬁsed in calculating monthly payments to

‘Seller subsequent to such increase under subdivision (ii) of

Subparagraph (a) of paragraph 2 hereof, be prorated equally

~ between the Seller and the Buyer. Buyer agrees to in-

.demnify and'holdeeller harmless from all liability, expenses

and damages of any kind or character attributable to or re-

sﬁlting from any failureby Buyer'to pay any royalties or

taxes which Buyer is obligated by this paragraph to pay, or

Buyer!s shutting in any of said seventeen wells, or Buyer's
injecfion of gas into formations above 4,000 feet below the
surface, or Buyer's failure to produce gas from said horizons,
or anYthing which-Buyer may do or refrain from‘déing in or
about the develbpmént and operation of said lands to a depth
of 4,000 feet for gas.
45

Any oil which Buyer may produce from a well then
ovned by it on said lands not deeper than 4,000 feet, either
incident to the production of gas, or under any other cir-

cumstances, when under this agreement Buyer has the right to

produce such oil from such well, shall be and remain the

property of Seller. Buyer shall provide storage and any

other necessary equipment therefor, and handle all shipments
required in the marketing of such oil. Seller shall pay to
Buyer 37-1/2 percent of The Texas Company's posted price of

such oll at the wells, less production tax, as compensation

-6



to Buyer for such production and handling. Seller shall be.
responsible for the payment of ali royalties and production
taxes upon such oil so produced. Notwithstanding the fore-
going provision of this paragraph 4, oil produced by Buyer
pursuant to the provisions of paragraph 9(b) hereof during
the period therein specified shall be the property of Buyer,
-and Buyer shall pay all royalties and production'taXes.on
such oil,
56
N It is Spepifically understood and agreed that the

- following wells are deemed to be o0il wells and are to be re-

tained by Seller and are to be operated by Seller as such:

H. G. Moberly (a) #1

W. H. Rhodes (b) #1

W. H. Rhodes b) #2 -

W. H. Rhodes (b) #3 -
6.

Either party shall have the right to drill a well
on any forty acre tract (based on legal subdivisions) on said
lands (provided, however, Buyer may not drill to a depth in
excess of 4,000-feet) but, except upon demand of the 0il and
Gas SUpervisor, neither party shall have the right to drill
a well for the purposé of producing from the presently known
producing horizons above 4,000 feet from the surface of the
ground on any forty acre tract (based on legal subdivisions)
on which there is then an existing oil or gas well which is

producing from a horizon above 4,000 feet from the surface of

the ground,



7.

For the purposes of this agreement the production
from any well shall at any given time be considered pre-
doﬁinantly oil when the value of the oil then being produced
from such well at the current posted mérket price at the

well exceeds the current market value at the well of the

.gas then being produced from such well, and the production

from any well shall at any given time be considered pre-
dominantly gas when the current market value at the well of
the gas then being produced from such well exceeds the Value

of the oil then being produced from such well at the current

-posted market price at the well.

8.

As to any of the seventeen wells transferred to

ﬁ”'5 .Buyef hereunder whose production may hereafter become pre-

N demihantly 0il, Buyer shall immédiately discontinue produc-

ing’suéh well and promptly notify Seller of such occurrence

" and Seller shall have the Tight within thirty days after

recelpt of such notice to take over the ownership and oper-
ation of such well upon payment to Buyer of $4,411.00, vhere-
upon title to such well and any equipment which is necessary
for its operation and located at such wéll shall be trans-
ferred to Seller and such well shall thereafter Be subject
to operation by Seller under the provisions of this agréément,
including but without limitation, paragraph 12,

1f for any reason Seller should not elect to‘take

over such well, then it shall be retained by Buyer and re-

-8~



main its property, and be subject to operation by Buyer under
the provisions of this agreement; including but without
1imitation, paragraph 4.

9.

(a) As to any well which may hereafter be drilled
by Buyer vhose production is or becomes predominantiy oil,
Buyer shall immediately discontinue producing such well and -
notify Seller of such occurrence and Seller shall have the
right within thirty days after receipt of such notice to
take over the ownership and operation of such well upon the
payment to Buyer of Buyerfs cost‘of drilling and_compléting
such well, whereupon titlé to such well and equipment per-

_ tihent thereto shall be transferred to Seller, and such well
shall thereafter be subject to operation by Seller under the
proviéions of this agreement, including, but without lim-
itation, paragraph 12,

| (b) If for any reason Seller should not elect to
take over such well, then it shall be retained and operated
by Buyer until the gross value of o0il, at The Texas Company's
posted price of such oil at the well, and gas, the gross
value of gas being determined at the current market value '
thereof at the well;, less royalty and taxes, produced by
Buyer from such well shall equal 150 ﬁercént of Buyer's cost
for drilling and equipping such well, whereupon titlevto
such well and equipment pertinent thereto shall be trans-
ferred to Seller, and such well shall thereafter be subject
to operation by Seller under the provisions of this agreement,
including, but without limitation, paragraph 12.

-9~



10. .

As to any of the four wells in paragraph 5 hereof,
whose production may hereafter become predominantly gas,
Seller shall immediately discontinue producing such well
and notify Buyer of such occurrence and Buyer shall have
the right within thirty days after receipt of such notice
to take over the ownership and operation of such wéll upon
payment to Seller of $4,411°00 whereupon title to such well
and equipment pertinent thereto shall be transferred to
Buyer, and such well shali théreaftervbe subject to operation
by Buyer under the provisions of this agreement, including,
but without limitation; paragraph 4.

If for any reason Buyer shall fail to exercise
‘thisvright,'then Seller shall have the right either to con-
tinue operatihg the well under the provisions of this agree-
ment, including, but without_limitation; paragraph 12, or at
its-option to plug, abandon and salvage such well.

11.

As to any well which may hereafter be drilled by
Seller, the production from which, in any stratum at or above
4,000 feet below the surface, 1s or becomes predominantly
gas, Selier shall have the right to plug, abandon, and
salvage such Qell, or at its option to offer to transfer
such well to Buyer upon payment to Séller of $4,411;00, and
upon such offer made with offer of delivery of proper trans-
fer of said well Buyer shall be obligated to accept same and

pay said consideration; upon payment of which consideration

-10-
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such wéll shall become the property of Buyer and thereafter
be subject to operation by Buyer under the provisions of
this agreement, including, but without limitation, para-
graph 4. It is understood in this connection that at the
time of the offer and transfer of said well the well shall
be equipped with tubing and shall be in substantially as
good operating condition as the sevénteeﬁ wells provided to
be taken over by Buyer under this agreement.

12.

It is understood that all gas as and when produced
from depths above 4,000 feet below the surféce'of the ground
shall be.the property of Buyer, and, when such gas 1s pro- |
duced by Seller, it shall be tendered to Buyer at available
pressures at the outlet of the well or at the outlet of the.

trap serving such well, but Buyer's failure to take delivery

of any such gas shall not prohibif Seller from producing the
vell in order to produce its oil, proViding same is operated
under applicable regulations.
13.
Except where Seller ﬁlugss abandons and salvages
a well in accordance with paragraph 10 or paragraph 11 hgre-
of, either party shall have the right to acquire from thé
other party a well and the equipment therein .at the net
salvage value of such equipment when any such well is pro-
posed to be abandoned by the other party.
» 14,
Notwithstanding anything herein contained to the
contrary, it is understood that, before Seller shall be re-

-11-



quired to tender any well to Buyer because the'production
from such well is or has beédﬁe predominantly gas, Seller
shall have the right to plug back, deepen, redrill, or carry
on such other remedial work in such well as Seller may desiré,
in an attempt to cause the wéll?s peruction to become pre-
dominantly oil. In the event Seller, as to any such well,
plugs back, deepens, redrills 6r carries on such other
remedial work in such well in an attempt to cause the'well‘s

prodUction to become predominantly oil, Seller shall have the

right to discontinue such work at any time it desires to do

so and to then tender said well to Buyer in its then existing

" condition.

In like manner and notwithstanding anything herein
contained to the contrary, it is understood that, before

Buyer shall be required to tender any well to Seller, as

" hereinabove provided, because the production from such well

is or has become predominantly oll, Buyer shall have the
right to plug back, deepen, redrill, or carry on such other
remedial work in such well as Buyer may desire in an attempt
to cause the well's production to become predominatly gas. ,
In the event Buyef as to any such well plugs back, deepens,
redrills or carries on such other remedial work in such well
in an attempt to cause the well's production to become pre-
dominantly gas; Buyer'shall have the right to discontinue
such work at any time it desires to do so and to then tender

said well to Seller in its then existing condition.,

-12-



15, |

Seller agrees to pay the reﬁtals due to the United
States or to the State of New Mexico applicable to any lands
included in Exhibit "A" which are covered by a Federal or
State lease, except such rentals as under the terms of any
unit agreement then in effect are solely gas rentals, i. e.,
the lands to which such rentals apply are determined by the
Secretary of the Interior to be valuable only for storagevgr
production of gas (including césinghead gas) at a depth of
4,000 feet or less, vwhich gas rentals Buyer shall pay.
Buyer agrees to reimburse Seller for such portion of the net |
rentals paid by Seller to the United States or to the State
of New Mexico applicable to any lands included in Exhibit ®av
vhich are covered by a Federal or State lease as the value of
the gas production marketed from such lands during the lease
year in question bears to the aggregate value of the gas
production and the oil production marketed from such lands
during such lease year; provided, however, that if neither
gas production nor oil production was marketed from such
lands during such lease year, then the reimbursement by Buyer
to Seller shall, in the case of lands subject to any unit
agreement be of one-half the rental applicable to such landé
paid by Seller, and in the case of lands not subject to a
unit agreement; be of 25¢ per acre. "Net rentals" means
rentals paid to the extent that they are not credited against
royalties. In case of lands as to which a unit agreement is
in effect, gas productidn or oil production mafketed from
lands means gas production or oil production marketed which

-13-



under the unit agreement is allocable to the lands in
question.
16.

It is understood that Seller's rights in the 1ahds
_included in Exhibit "A" which are covered by Federal leases
were obtained under and by virtue of operating agrééménts (the"
term "operating agreements" as used in- this paragraph includes
any supplements or amendments thereof), and that in cases
where Seller holds legal title to such a Federal lease it
does so subject to the terms and conditions of the appiicable
operatihg agreement. If at any time Seller desires to sur-
render its éperating agreement as to any lands included in
Exhibit ﬂA"'which are covered by a Federal lease, it shall
first offer to assign said operating agreement as to such
lands to Buyer, and in connection therewith (if it holds legal
‘title thereto) to assign the lease involved, as to such lands,
to the Buyer subject to the terms and conditions under which
Seller holds such lease. Unless Buyer within 15 days after
such offer accepts such assignment (thereby assuming all ob-
ligations under said operating agreement as to the lands
covered by the assigrment thereof) Seller shall be free to
surrender saild operating agreement as to the lands in |
queStion and in connection with such surrender (if it holds
legal title thereto) to‘assign, as to said lands, the
Federal lease involved to whoever is then entitled under
the operating agreement to receive such assignment, or to
release sald lease as to such lands to the United States,
It is understood and recognized that such surrender of the

-14-



operating agreement will destroy Buyer's rights in respect
to the lands affected by such surrender. This agreement
shall teminate as to any lands as to which Seller assigns
to Buyer the applicabie operating agreement as aforesaid or
as to which Seller surrenders said operating agreement as
aforesaid. Any assignment or surrender of a lease under
the provisions of this section shall be made subject to
approval by the Secretary of the Interior.
17. |

The provisions of this contract shall extend to
and be binding upon the heirs, successors, and assigns of
the parties hereto, providing, however, that same may be as-
signed to a Trustee as security under a mortgage without the

necessity of the Trustee assuming any of the obligations

hereof,

18,
This agreement shall become effective only when
(a) 1t has been approved by the Secretary of the Interior,
which approval is hereby requested; and (b) a unit agreement
in the form, a draft of which has been initialled by the
parties hereto (or said form as it may be amended by mutual
consent of the parties hereto), has become effectiVe_with
the apbrovalvof the Secretary of the Interior as’to,the lands
described in Exhibit "A"}which are within the Rhodes Unit
Area as defined in sald draft; but when conditions (a) and
(b) have been fulfilled the effective date of this agree-
ment shall for all purposes, as between the parties hereto,
be deemed to be Jamuary 1, 1944. Notwithstanding the
~15-



Secretary's approval of this agreement, nothing herein shall

be deemed to alter or revoke any of the terms or conditions‘

of any Federal lease upon any of the lands described in

Exhibit "A" or to affect any of the operating regulations

applicable to any such lease.

EXECUTED IN QUADRUPLICATE THIS _ 13th  day of

March

(SEAL)
ATTEST:
s/ J. B. Duke

s 1944

Assistant Secretary
(SEAL)
ATTEST:
_ s/ Geos L. Bubb

Asst. Secretary.
(SEAL)
ATTEST:

s/ L. G. Etchison

Asst-Secly

(SEAL)
ATTEST:

s/ J. E. Franey

APPROVED AS TO FORM:

-16=

THE TEXAS COMPANY

By s/ J. S. Leach

Vice President
COLUMBIAN CARBON COMPANY

By s/ Reid L. Carr

President.

AMERADA PETROLEUM CORPORATION

By _s/ Allmand M. Blow

Vice-Pres.,
SELLER
EL PASO NATURAL GAS COMPANY

By s/ C. C., Cragin

BUYER
APPROVED AS TO TERMS:

0.K, 3/16/44 C. B. Williams




STATE OF TEXAS
COUNTY OF HARRIS

On the 22 day of __ March R 194 4 _, before me

personally appeared J. S, Leach , to me personally
known, who, being by me duly sworn, did say that he is
the ~ Vice President of The Texas Company and

that the seal affixed to the foregoing instrument is the
corporate seal of said corporation and that said instrument
was signed and sealed in behalf of said corporation by
authority of its Board of Directors, and said __J. S. Leach
acknowledged said instrument to be > the
free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal on this the day and year first
above written. (SEAL)

s/ J. R, Haley
_ _ _ ' Notary Public, in and for ‘
My Commission expires: Harris County, Texas. J. R. Haley

_June 1, 1945

- STATE OF _NEW YORK )

COUNTY OF NEW YORK

" On the _31st_ day of March » 194 4 , before
me personally appeared Reid L. Carr s to me

- personally known, who, being by me duly sworn, did say that

he is the President of Columbian Carbon
Company and that the seal affixed to the foregoing instru-
ment is the corporate seal of said corporation and that said
instrument ‘was signed and sealed in behalf of said corporation
by authority of its Board of Directors, and said

Reid L. Carr acknowledged said instrument to be the free
act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal on this the day and year first
above written.

- (SEAL) | s/ Lyman J. Potter
: Notary Public, in and for -
New York County, NeW'York o
My Commission expires: Lyman J. Potter
Notary Public Kings Co #74, Reg. #87-P-6
March 30, 1946 Cert. filed in N.Y.Co Clk's #78,Reg. #50-P-6

Commission Expires March 30, 1946

-17-



STATE OF Qklahoma )

COUNTY OF_Tulsa

On the _7th day of April 194 _4 , before me
personally appeared  Allmand M. Blow ., to me personally known,
who, being by me duly sworn, did say that he is the

Vice-President of Amerada Petroleum Corporation and
that the seal affixed to the foregoing instrument is the
corporate seal of said corporation and that said instrument
was signed and sealed in behalf of said corporation by
authority of its Board of Directors, and said Allman M, Blow
acknowledged said instrument to be the
free act and deed of said corporation.

 IN WITNESS WHEREOF, I have hereunto set my hand
and affixed my official seal on this the day and year first
above written.,

(SEAL) s/ Lucille Bradley
- Notary Public, in and for

__Tulsa County _ Okla.
My Commission expires ' . ' i

Jan, 15, 1948.

STATE OF TEXAS g
COUNTY OF EL PASO
On the 13th day of _ March. s 194 4 , before me
personally appeared Co, C. Cragin ,» to me personally
known, who, being by me duly sworn, did say that he is the
Vice President of E1 Paso Natural Gas Company,

and that the seal affixed to the foregoing instrument 1is the
corporate seal of said corporation and that said instrument
was signed and sealed in behalf of said corporation by
authority of its Board of Directors, and said

C., C. Cragin acknowledged said instrument to
be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand
and affixed my official seal on this the day and year flrst
above written,

s/ Mary C. McGurn
Notary Public, in and for
El Paso County, Texas.

My commission expires:
MARY C. McGURN (SEAL) .
Notary Public, In And For El Paso County, Texas
My commission Expires:June 1; 1945

~18-
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EXHIBIT "B"

ATTACHED TO AND MADE A PART OF AGREEMENT DATED _ March 13, 1944,

BY AND BETWEEN THE TEXAS COMPANY, COLUMBIAN CARBON COMPANY AND

AMERADA PETROLEUM CORPORATION, AS SELLER, AND EL PASO NATURAL
GAS COMPANY AS BUYER

C. C. Cagle (a) No. 1 (Lease No. 41665), located
1650¢ from South line and 1650' from West line of
Section 9, Township 26 South, Range 37 East, Lea

County, NewMex:Lco°

©

C. C. Cagle (a) No. 2 (Lease No. 41665), located
99071 South and 990! West of the Northeast Corner
of the NW of Section 9, Township 26 South, Range
37 East, Lea County, New Mexico.

C. C. Cagle (b) No. 1 (Lease No. 41665), located
' 660" from West and 1980' from South lines of Sec-
tion 15, Township 26 South, Range 37 East, Lea
County, New Mexico.

C. C. Cagle (b) No. 2 (Lease No° 41665), located
; Center of SW: of SW of Section 15, Township 26
South, Range 37 East, Lea County, New Mexico.

W. T. Lanehart No. 1 (Lease No. 41516), located
1320" from North and East lines of Section 29,

Township 25 South,; Range 37 East, Lea County; New
Mexico. :

H. G. Moberly (b) No. 1 (Lease No. 41666), located

' Center of the NE} of the NE} of Section 21, Town-
ship 26 South, Bange 37 East, Lea County, New :
Mexico.

H. G. Moberly (b) No. 2 (Lease No. 41666), located
' Center of the NW3 of the NE} of Section 21, Town-
ship 26 South, Range 37 nast Lea County; New
Mexico.

M. L. Parker No. 1 (Lease No. 41668), located
660" South of North line and 660' East of West.
line of Section 29, Township 26 South, Range 37
East, Lea County, New Mexico,

W. H, Rhodes (a) No. 1 (Lease No. 41652) , located
990! South of North line and 330! West of East
line of NE} of NW; of Section 22, Township 26
South, Range 37 East, Lea County, New Mexico.

(Continued)
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EXHIBIT "B" (Continued) Page 2.

Rhodes (a) No. 2 (Lease No. 41652), located
1650! from South and 1650! from East lines of Sec-
tion 22, Township 26 South, Range 37 East, Lea
County, New Mexico.

Shepherd (a) No. 1 (Lease No. 41667), 1ocated

330! from East line and 2310' from North line of
Section 6, Township 26 South, Range 37 East, Lea
County, NeW'Mexico.

Shepherd (a) No. 2 (Lease No. 41667), located
Center of SWk of NW: of Section 6, Township 26
South, Range,37 East Lea County, New Mexico.

Shepherd (b) No. 1 (Lease No. 41667), located
2310' North of South line and 330' East of West
line of Section 5, Township 26 South, Range 37
East, Lea County, NeW'Mexico.

Shepherd (b) No. 2 (Lease No. 41667), located .
330! South of North line and 990! West of East line
of SE} of Section 6, Township 26. South, Range 37
East, Lea County, NeW'Mexico.

Shepherd (b) No. 3 (Lease No. 41667), located .
990! South and 990! West of the Northeast corner
of Section 5, Township 26 South, Range 37 Bast,
Lea County, New Mexico.

Shepherd (b) No. 4 (Lease No. 41667), located
1320' North and 1320! West of the Southeast corner
of Section 5, Township 26 South, Range 37 East,
Lea County, New Mexico.

State of New Mexico "Y" Lease Well No. 1 (Lease No. 80650),

located 660' North and 1270' West of the Southeast
corner of the NE} of Section 16, Township 26 South,
Range 37 East, Lea County, NeW'Mexico.
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————
0. 17 INDIAN, ALLOTTER Ok TRISE NAMEB

7. UNIT AGRECMENT NaAME

8. FARM OR LBASE NAME, WELL MO,

Rhodes 'B' Federal # 7

0. ARCWBLL NG,

@ TYPK OF WORK
DRILL DEEPEN [
b. TYPK OF WELL
orL aAs atNoOLE MULTIPLE
WELL WELL OTRAER ZONE LONEK
2. NAMK OF OPERATOR
Meridian 0il Inc.
3. ADORESS AHD TBLBPHONE NQ.
P.0. Box §1810 Midland, Texas 79710-1810 915-688-6943
a clearly and la accordance with any State requirements.®)

10. FicLo aNo POOL, OX WILDCAT

Rhodes Gas—Poal- \} *SR

4. LOCATION OF WELL (Repo ocaty
At suriace
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i

,,‘C
%’u*
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PROPEATY OR LRARE LINE, ¥T
(Also to nearest drig. unit Hne. if any)

330

19. rroPOSCD DEPTH

160

20. ROTARTY OR CABLK TOOLS

18. DISTANCE FROM PROPMOSED LOCATION®
TO NEAREST WELL, DRILLING, COMPLETED,
OR APPLIED FOR, ON THIS LRASE, FT.

Unk.

3150

Rotary

22. APPROX. DATE WORK WILL ETART®

21, ELEVATIONS (Show whether DF, BT, GR, etc.)

Upon Approval

2994°

PROPOSED CASING AND CEMENTING PROGRAM

73,
8IZT OFr ROLE ORADS, SIZR OF CASING WEIGHT PIR FOOT BITTING DEPTH QUANTITY OF CEMENT
12 1/4" 8 5/8" 28# 550! 300 sxs;ﬁQULATE
7.7/8" 4 1/2" 11.6# 3150" 650 sxsiTIE BAC}
Not in Potash Area Approval for drilling only -~ CANNOT produce
. R until Non-Standard Location is a oved.
Not in Prairie Chicken Area nt ppr‘i{; ?Cf’
Hydrogen Sulfide Plan is attached TR A
Notice of Staking submitted on October 6, 1995 . ‘_rjr;
— "
Contact Person: Donna Williams, 915-688-6943 - o
o 26HRG ==
OPER.OGRIDNO. _ A | B — M
.= <
PROPERTYNO. __ /2 & X e g
mo e
pooL CODE__ B 225
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aoino. 30 025~33 247
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DATE

Tme
*See Instructions On Reverse Side
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A
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i BUREAU OF LAND MANAGEMENT

U. LEASE DEBIGNATION AND SERILAL NO

LC 030174- 8
APPLICATION FOR PERMIT TO DRILL OR DEEPEN 0. 1 INDIAN, ALLOTTEN OX THIBE NauR
TYPE OF WORK
DRILL @ DEEPEN D 7. UNIT AGRREMENT NAME
b. TYPX OF WELL
?\-l:x.t. ?VA:LL OTHER :(':r‘co:“ ;‘OUNL: truE 8. FARMOR LEASR NAME, WELL 1O,
2. NAME OF OPERATOR Rhodes 'B' Federa] # 4
Meridian 0il Inc. 9. AnwalLNo.
3. ADORESS AND TBLEPHONE NO, .
P.0. Box £1810 Midland, Texas 79710-1810 915-688-6943 FIELD AND POOL, OR WILDCAT
4. nc:l"r::)z:;r wrELL (Report location clearly and in accordance with any State requirementa.®) Rhodes Gas Panl \/ g Q
2418* FSL & 553" FEL : » T1. aRC., T, R, M., OR BLE."
AND BURVEY OR AREA
At proposed prod. zone Z[n( .{’ \f
: 41 27 , T26S, R37E «
14. DISTANCE IN MILES AND DIRKCTION FRON NEKAREAT TOWN OR POAT OFFICE® 12. COUNTT Ok PARISH | 13, BTATE
6.8 miles south of Jal, New Mexico Lea NM
10. DISTANCE FROM PROPUSZED® 16. NO. OF ACRES IN LEASK 17. NO. OF ACRXS ABSIGNXD
LOCATION TO NEARERY 553* TO THIS WELL
PROPERTY OR LEASE LINE, v 160
(Also to nearest drig. unlt llne, 1f any)
18. DIBTANCE FROM I'ROTOSED LOCATION® 19. PROPOSED DEPTH 20. ROTARY OX CABLE TOOLS
TO NEAREST WELL, DRILLING, COMPLETED,
OR APPLIED FOR, ON THIS LEASE, FT, Unk. 3150 Rotary
21. BLXVATIONS (Show whether DF, RT, GR, ete.) 22. APPROX. DATE WORK WILL BTART®
2980 Upon Approval
23. PROPOSED CASING AND CEMENTING PROGRAM
S1ZE OF HOLE ORADE, 5128 OF CASING WEIGHT PER FOOT SBETTING DEPTH QUANTITY OF CEMENT
12 1/4" 8 5/8" 28# 550" 300 sxs WCULATE
7.7/8" 4 1/2" 11.6# 3150 650 sxs . TVE BACK)
Not in Potash Area Approval for drilling only -- CANNOT produce

until NOn-Standard Location is approved.
Not in Prairie Chicken Area

Hydrogen Sulfide Plan is attached
Notice of Staking submitted on October 6, 1995 RSe
Contact Person: ponna Williams, 915-688-6943 Zb » R ey “
OPER. QGRID NG.. 495 .
eroperTY No. 1 160F oz
poOL CODE__ B AL (D R
EFF. DATE /A‘ b/l L
oo, 30025 33249

IN ABOVE SPACE D! ROPOSED PROGRAM: 1f proposal is to decpen, give data on present productive zonc and proposed new productive zone. If peoposal is to daill or
deepen directionally, gife pertinedt data on subsurface locations and measured and truc vedtical depths. Give blowout preventer prograam, if any.
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f16:xED U»/L/@—————- e Requlatory Compliance

(Thix spuce for Federal or State offlce use)
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.
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DATE Mg . A
*See lastructions On Reverse Side AE I AR

Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to aay depart-nent or ageacy of the
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GALLEGOS 1AW FIRM PHONE: 505/983-6686

| 460 'St. Michaels Dr.
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IMPORTANT
THE INFORMATION CONTAINED IN THIS FACSIMILE MESSAGE IS
CONFIDENTIAL AND INTENDED SOLELY FOR THE USE OF THE INDIVIDUAL
OR ENTITY NAMED ABOVE. IF THE READER OF THIS MESSAGE IS NOT THE
INTENDED RECIPIENT, OR THE EMPLOYEE OR AGENT RESPONSIBLE FOR

DELIVERING IT TO THE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED

THAT ANY DISSEMINATION, DISTRIBUTION, COPYING, OR UNAUTHORIZED
USE OF THIS COMMUNICATION IS STRICTLY PROHIBITED. IF YOU HAVE
RECEIVED THIS FACSIMILE IN ERROR, PLEASE NOTIFY THE SENDER
IMMEDIATELY BY TELEPHONE, AND RETURN THE FACSIMILE TO THE
SENDER AT THE ABOVE ADDRESS VIA THE UNITED STATES POSTAL

SERVICE. THANK YOU.
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- GALLEGOS LAW FIRM

A Professional Corporation

460 5t. Michael’s Drive
Building 300

Santa Pe, New Mexico 87505
Telephone No. 505-983-6686

Telefax No. 505-986-1367 ’
T:lefax No. 505-986-0741 March 21, 1966 MICHAEL J. CONDON

HAND-DELIVERED
William J. LeMay, Director

New Mexico Qil Conservation Division
2040 South Pacheco Street
Santa Fe, NM 87505

Re:  Application of Doyle Hartman and Margaret Hartman dba Doyle Hartman, Oil
Operator, and James A. Davidson for () de novo hearing, (ii) order
authorizing discovery, (iii) withdrawal of Administrative Order NSL-3633, (iv)
denial of Meridian application, (v) and redefinition of Rhodes Gas Pool
boundary

Dear Mr. LeMay:

Thank you for your letter of March 19, 1996 sefting this matter for an examiner
hearing. Our preference is to be placed on the docket on May 2, 1996 in Sania Fe. We
will direct discovery requests fo the Division hearing examiner shortly.

With respect to your proposed caption and advertisement notice, we would
recommend an amendment deleting reference to the Rhodes “B” Federal Well No. 4 in
Section 27. We have not objected to that well, nor did we intend by our application to
challenge the treatment afforded the Rhodes *B* Federal Well No. 4 by the Division. Our
only concern with respect to Administrative Order NSL-3633 involves the Rhodas “B"
Federal Well No. 7. | would suggest that the notice be amended as follows:

Application of Doyle Hartman and Margaret Hartman dba Doyle
Hartman, Oil Operator, and James A. Davidson for redefinition of the
Rhodes Gas Pool boundary and for withdrawal of Administrative Order
NSL-3633 which granted an unorthodox well location to Meridian Olf
Inc., Lea County, New Maxico. Applicant seeks redefinition of the boundary
of the Rhodes Gas Pool pursuant to Division Rule 5d to include the Rhodes
“B" Federal Well No. 7 of Meridian Oil Inc. located 330 feet from the North
line and 1470 foet from the West line (Unit C) of Section 26, Township 26
South, Range 37 East. Applicent further seeks withdrawal of Division
Administrative Order NSL-3633 which approved an unorthodox well location
to-Meridian Oil inc. in the Rhodes-Yates-Seven Rivers Oil Pool, the above-
described Rhodes *B" Federal Well No. 7 located 330 feet from the North line
and 1470 feet from tha West line (Unit C) of Section 26, located in Township
26 South, Range 37 East. Said area is located approximately 7 miles south-
southeast of Jal, New Mexico.
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William J. LeMay
March 21, 1996

Page 2

| would appreciate clarification regarding the procadure which will be followed at the
Examiner Hearing regarding the burden of proof. Although Hartman and Davidson are the
applicants who sought the de novo hearing, Meridian shouid shoulder the burden of proof
at the hearing in its attempt to justify its request for approval of an unarthodox location for
the No. 7 well. As we pointed out in our Application, Meridian still has not provided any
substantive evidence supporting its requested treatment of the No. 7 well as an unorthodox
location or as a gas well in an oil pool on 40-acre spacing. . The Division has never made a
finding on either issue. Meridian should have the burden of justifying its application. Had
the Division set this matter for haaring initially, as it should have, Meridian would have the
burden of proof on these issuas.

| recognize that Hartman and Davidson will have the burden of supporting the
application to the axtent that it seeks redefinition of the Rhodes Gas Pool boundary. If the
burden of proof the Division intends to employadrfferemburden of proof aliocation at
hearing, please let me know.

FIOI

Thank you for your considaaﬁoh and attention to this matter.
Very truly yours,
'GALLEGOS LAW FIRM, P.C.

MJC:sa

fxc.  W. Thomas Kellahin
William F. Carr
Donna Williams
Leslyn Swierc
Doyle Hartman
James A. Davidson
David Catanach
Michael Stogner
Rand Carroll
Jerry Sexton
Carolyn Sebastian

ioc.  J.E. Gallegos
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OIL CONSERVATION DIVISION

NEW MEXICO ENERGY, MINERALS
& NATURAL RESOURCES DEPARTMENT Sent . N Moxico 7505

March 19, 1996

J. E. Gallegos

Michael J. Condon

Gallegos Law Firm

460 St. Michael’s Drive-Building 300
Santa Fe, NM 87505 T ’

RE:  Application of Doyle Hartman and Margaret Hartman dba Doyle Hartman, Oil Operator, and
James A. Davidson for (i) de novo hearing, (ii) order authorizing discovery, (iii) withdrawal
of Administrative Order NSL-3633, (iv) denial of Meridian application, (v) and redefinition
of Rhodes Gas Pool bounda:y

Dear Messrs. Gallegos and Condon:

matter for a de novo hearing. However, the Commission will refer this matter to the Division and

direct the Division to set this matter for an examiner hearing and! direct the Division to stay _

Administrative Order NSL-3633 pending the outcome of such hearing.,Discoyery requests should

be directed to the Division hearing examiner. y % . %Z; o Z sl
| G | $2 55 il apud Eoollufft

The first available examiner hearing, given thé y’notice period, is April 18th in Farmington. «

May 2nd is the next hearing date in Santa Fe. Please inform Florene Davidson (Phone # 827-7132)%

of your preference. Unless we hear from you otherwise, this matter will be captioned and advertised £

as follows: e,

Application of Doyle Hartman and Margaret Hartman dba Doyle Hartman, Oil
Operator, and James A. Davidson for redefinition of the Rhodes Gas Pool boundary
and for withdrawal of Administrative Order NSL-3633 which granted unorthodox
well locations to Meridian Qil Inc., Lea County, New Mexico. Applicant seeks a
redefinition of the boundary of the Rhodes Gas Pool pursuant to Division Rule 5 to
include the Rhodes “B” Federal Well No. 7 of Meridian Oil Inc. located 330 feet from the
North line and 1470 feet from the West line (Unit C) of Section 26, Township 26
South, Range 37 East. Applicant further seeks withdrawal of Division Administrative
Order NSL-3633 which approved two unorthodox well locations to Meridian Oil Inc. in
the Rhodes-Yates-Seven Rivers Oil Pool, the Rhodes “B” Federal Well No. 4 located
2418 feet from the South line and 553 feet from the East line (Unit I) of Section 27 and
the above-described Rhodes “B” Federal Well No. 7 located 330 from the North line and
1470 feet from the West line (Unit C) of Section 26, both wells located in Township 26
South, Range 37 East. Said area is located approximately 7 miles south-southeast of Jal,

New Mexico.



J. E. Gallegos
March 19, 1996
Page Two

Hartman, as applicant, will be responsible for giving the appropriate notice in this case.

If you have any questions regg}'ding this matter, please feel free to contact the Division.

Director

cc:  W. Thomas Kellahin - Attorney for Meridian Oil Inc. -
William F. Carr - Attorney for Texaco Exploration and Production, Inc.
Donna Williams - Meridian Oil Inc.
Leslyn Swierc - Meridian Oil Inc.
Doyle Hartman, Oil Operator
James A. Davidson
David Catanach - OCD
Michael Stogner - OCD
Rand Carroll - OCD
Jerry Sexton - OCD, Hobbs



BEFORE THE
OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION

OF DOYLE HARTMAN AND MARGARET
HARTMAN D/B/A DOYLE HARTMAN, OIL
OPERATOR, AND JAMES A. DAVIDSON
FOR EXTENSION OF THE RHODES GAS
POOL BOUNDARY, AND CONTRACTION

OF RHODES OIL POOL BOUNDARY IN
SECTION 26, T26S, R37E, LEA COUNTY,
NEW MEXICO, FOR WITHDRAWAL

OF ADMINISTRATIVE ORDER NSL-3633
ONLY INSOFAR AS IT GRANTED AN
UNORTHODOX WELL LOCATION TO
MERIDIAN OIL INC., FOR ITS RHODES NO.
“B” FEDERAL WELL NO. 7, LEA COUNTY,
NEW MEXICO, AND FOR DENIAL OF
MERIDIAN’S APPLICATION FOR APPROVAL
OF AN UNORTHODOX WELL LOCATION.

MOTION FOR DISCOVERY
Applicants Doyle and Margaret Hartman, d/b/a Doyle Hartman, Oil Operator,

(“Hartman”) and James A. Davidson (“Davidson”), pursuant to NMSA 1978 § 70-2-8 (1995
Repl.) and Rule 1211 of the OCD Rules and Regulations, hereby request that the Division
authorize applicants to serve interrogatories and requests for production on Meridian Oil
Inc. in connection with this Application, and to take depositions of Meridian representatives
in preparation for the hearing in this matter presently scheduled for May 2, 1996. As
grounds for this Motion, Hartman and Davidson state as follows:

1. Meridian initiated this controversy by filing an application for

administrative approval for an unorthodox location for its Rhodes “B” Federal No. 7 well



(“No. 7 well”) in Section 26, T-26-S, R-37-E, Lea County, New Mexico on December 21,
1995. The matter was referred to Michaél Stogner, an OCD examiner.

2.  Meridian sought administrative approval for the unorthodox location
for the No. 7 well based upon alleged “topographic problems due to power lines, pipelines,
etc.”

3. Notwithstanding the record objections by Hartman, Davidson and
Texaco requesting that Meridian’s application be set for hearing, the Division granted
Meridian’s application by Administrative Order NSL-3633 issued February 28, 1996.

4, Numerous procedural irregularities burdened the initial process of the
OCD review and subsequent grant of administrative approval to Meridian. These problems
were graphically detailed in Hartman's and Davidson's Application to the Oil Conservation
Commission for De Novo Hearing on Meridian's application, for Order Authorizing
Discovery, withdrawal of Administrative Order NSL-3633, Denial of Meridian application,
and Redefinition of Rhodes Gas Pool boundary to include Meridian’s Rhodes “B” Federal
No. 7 well. Hartman and Davidson incorporate that pleading herein by reference. The
procedural irregularities and infirmities in the OCD approval process included:

(@) Meridian’s failure to provide proper notice under applicable
rules to Hartman, Davidson and Texaco regarding its original application;

(b)  Meridian'’s failure to give proper notice under applicable rules
to Hartman, Davidson and Texaco of the change in and amendment to the original
application which occurred at some point during the application review process under facts

not fully disclosed to applicants;



(¢) Meridian’s failure to provide any evidentiary support for its
request for administrative approval or its allegation that the unorthodox location was based
upon “topographic problems”;

(d) Meridian's failure to apprise the OCD that it had previously
attempted to secure the agreement of Texaco and Oryx authorizing Meridian to drill a well
in the SW/4 of Section 23, until Meridian leamed that Hartman, Davidson, et. al., not Oryx,
owned the operating rights as to the Dublin Federal lease in Section 23;

(e) the Division's determination to consider Meridian’s application
administratively, without affording Hartman, Davidson and Texaco a hearing on the merits
of the application, notwithstanding objections of record by Hartman, Davidson and Texaco
to Meridian’s proposed application;

1)) the occurrence of ex parte communications between Meridian
and the OCD regarding the substantive merits of Meridian’s application, which contacts or
communications may have occurred after Hartman, Davidson and Texaco filed their
objections of record to the Meridian application;

(g9) Meridian’s failure to apprise and inform the OCD that recently
acquired geological information, as well as actual production in the affected area of Section
26, including the NW/4 where Meridian's No. 7 well is located, indicates that that area
should be assigned to the Rhodes Gas Pool, not the Rhodes Oil Pool; and

(h)  The Division's determination to grant Meridian’s application
without any finding or evidentiary determination supporting the approval of an unorthodox

location for the No. 7 well based upon alleged “topographic problems.”

3



5. On March 15, 1996, Hartman and Davidson filed their Application to
the Commission seeking a de novo hearing on and denial of Meridian’s application,
seeking withdrawal of Administrative Order NSL-3633, requesting discovery, and seeking a
redefinition of the Rhodes Gas Pool boundary to include the No. 7 well.

6. By Order dated March 19, 1996, the Commission referred the
Application of Hartman and Davidson to the Division and directed the Division to set the
matter for examiner hearing, staying Administrative Order NSL-3633 pending the outcome
of such hearing. The Commission has not withdrawn Administrative Order NSL-3633. The
Commission ordered that discovery requests be directed to the Division hearing examiner.

7. Hartman and Davidson seek by this application, inter alia, the
withdrawal of Administrative Order NSL-3633. That Order should be withdrawn for several
reasons. First, the procedural irregularities and due process violations referenced in
paragraph 3 render the Order void. Second, Meridian did not and cannot support its
application for administrative approval of an unorthodox location for the No. 7 well based
upon “topographic problems.” The No. 7 well could have and should have been drilled in
an orthodox location. Third, Meridian’s actions in connection with its application constitute
a blatant effort to circumvent problems with the location of the No. 7 well (i.e. inadequate
acreage to dedicate to the well), an attempt to avoid the need for a hearing requesting
approval for a non-standard proration unit, an attempt to avoid the obvious need to seek
redefinition of pool boundaries, and an improper attempt to avoid penalty provisions and

production limitations which should apply to the operation of the well. Finally, Meridian’s



conduct represents an attempt to deprive applicants of their real property interest in
recoverable gas reserves under their Dublin lease located in the SW/4 of Section 23.

8. Since much of the information which relates to this issue is solely
within the knowledge, custody and control of Meridian, Hartman and Davidson require
discovery from Meridian in connection with this administrative proceeding. Hartman and
Davidson are entitled to know the process by which Meridian's application came to be
drafted and submitted to the OCD, then subsequently amended, the identity of the person
or persons involved in the change, why the change, which is a highly substantive change
relating to the application, was never communicated to Hartman and Davidson throughout
the application process, and why Meridian failed to give proper notice of the application.
Hartman and Davidson are also entitled to know the nature and extent of communications
between Meridian representatives and the OCD regarding the Meridian application and the
approval process.

9. Administrative proceedings must confoom to the fundamental
principles of justice and due process requirements. This requires that the administrative
process authorize pre-trial discovery under appropriate circumstances such as exist here.

In_re Miller, 88 N.M. 492, 542 P.2d 1182 (Ct. App.) cert., denied, 89 N.M. 5, 546 P.2d 70

(1975).

10.  Discovery procedures are expressly authorized under NMSA 1978 §
70-2-8 (1995 Repl.), which authorizes the Division to subpoena witnesses and to require
the production of books, papers and records in any proceeding before the Commission or

the Division. See also Rule 1211 of the OCD'’s Rules and Regulations.



11.  Hartman and Davidson request that the Division authorize Hartman
and Davidson to take depositions of Meridian employees Leslyn Swierc and Donna
Williams. Ms. Swierc and Ms. Williams have been identified in prior correspondence and
documents as Meridian employees who were involved in and had responsibility for the
prosecution of Meridian’s application for administrative approval of the unorthodox location
for the No. 7 well. These depositions will be scheduled at a mutually convenient time in
Midland, Texas, substantially prior to the May 2, 1996 hearing.

12.  Hartman and Davidson also seek authorization from the Division to
serve interrogatories on Meridian. A copy of the proposed First Set of Interrogatories is
attached as Exhibit A. The interrogatories seek basic information regarding the No. 7 well
and Meridian’s application for administrative approval for that well, including the
identification of documents and files in Meridian’s possession, custody and control which
relate to the well and the application process, and the identification of all Meridian
personnel involved in the administrative application process related to the No. 7 well.

13. Hartman and Davidson finally request that the Division authorize
service of requests for production on Meridian and require that Meridian produce books,
papers and records relevant to this proceeding. A copy of the proposed request for
production is attached hereto as Exhibit B. Hartman and Davidson seek production of all
Meridian’s documents related to correspondence and communications with the OCD on its
application for administrative approval, background documents related to the alleged
“topographic problems” which formed the alleged basis of Meridian’s initial administrative

application, all Meridian files and documents related to the No. 7 well, as well as Meridian’s
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1995 attempt to develop the SW/4 of Section 23 in which Hartman and Davidson own an
interest.

14. Hartman and Davidson request that Meridian be ordered to respond to
the discovery requests within twenty (20) days in light of the May 2, 1996 hearing date.

156. The requested discovery is limited in nature to that information
necessary to aliow Hartman and Davidson to support their Application presently scheduled
for hearing May 2, 1996. Hartman and Davidson reserve their right, based upon discovery
from Meridian, to request additional discovery from individuals or entities who may be
identified during the discovery process.

WHEREFORE, based upon the foregoing points and authorities, Hartman
and Davidson respectfully request that the Division authorize applicants to secure
discovery from Meridian, take depositions of Leslyn Swierc and Donna Williams, and
require Meridian to serve responses to the attached interrogatories and requests for
production on or before April 22, 1996.

Respectfully submitted,
GALLEGOS LAWFIRM, P.C.

o Mide} G

. J. E. GALLEGOS
MICHAEL JYCONDON
460 St. Michael's Drive - Bldg. 300
Santa Fe, New Mexico 87505
(505) 983-6686
Attomeys for Applicant




CERTIFICATE OF SERVICE

| hereby oert'? 3%\& | have caused a true and correct copy of the foregoing to
be hand-delivered on this day of March, 1996, to the following counsel of record:

William F. Carr, Esq.

Campbell, Carr & Berge, P.A.

110 N. Guadalupe, Suite 1

Santa Fe, New Mexico 87501

Thomas W. Kellahin, Esq.
Kellahin & Kellahin

117 N. Guadalupe

Santa Fe, New Mexico 87501

and mailed to:

Donna Williams
Meridian Oil, Inc.
Post Office Box 51810

Midland, Texas 79710-1810 W /’[ 2 '

MICHAEL J. co§DON




BEFORE THE
OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION

OF DOYLE HARTMAN AND MARGARET
HARTMAN D/B/A DOYLE HARTMAN, OIL
OPERATOR, AND JAMES A. DAVIDSON
FOR EXTENSION OF THE RHODES GAS
POOL BOUNDARY, AND CONTRACTION
OF RHODES OIL POOL BOUNDARY IN
SECTION 26, T26S, R37E, LEA COUNTY,
NEW MEXICO, FOR WITHDRAWAL No.
OF ADMINISTRATIVE ORDER NSL-3633
ONLY INSOFAR AS IT GRANTED AN
UNORTHODOX WELL LOCATION TO
MERIDIAN OIL INC., FOR ITS RHODES

“B” FEDERAL WELL NO. 7, LEA COUNTY,
NEW MEXICO, AND FOR DENIAL OF
MERIDIAN'S APPLICATION FOR APPROVAL
OF AN UNORTHODOX LOCATION.

HARTMAN’S AND DAVIDSON’S

FIRST SET OF REQUEST FOR PRODUCTION
OF DOCUMENTS TO MERIDIAN OIL INC.

Doyle and Margaret Hartman d/b/a Doyle Hartman, Oil Operator and James
A. Davidson (hereinafter collectively "Hartman"), pursuant to NMSA 1978 § 70-2-8 (1995
Repl.), Rule 1211 of the OCD Rules and Regulations, and SCRA 1986, 1-026 and 1-034,
hereby request that Meridian Qil Inc. (hereinafter "Meridian") answer, in writing and under
oath, each of the following interrogatories within twenty (20) days after service of this First

Request for Production.

Exhibit A



DEFINITIONS

Definitions for the following terms used in this First Set of Request for
Production of Documents are as stated:

A "Meridian" means Meridian Qil Inc. and includes any and all
predecessors, successors, and their present or former officers, directors, agents,
employees and all other persons or entities acting or purporting to act on behalf of any of
them. Further, "Meridian” also includes parent corporations, subsidiaries and affiliates and
their present or former officers, directors, agents, employees, and all other persons or
entities acting or purporting to act on behalf of any of them

B. "Document(s)" has the same meaning as in SCRA 1986, 1-034
including, inter alia, (1) all written, printed, typed, recorded or graphic matter, (2) all film,
videographic and photographic matter, (3) all tapes or other reproductions of sound or
auditory material, (4) computer files, disks, databases, tapes, inputs:or outputs, however
stored, generated, produced or reproduced, (5) any other matter or medium from which or
on which information or images may be or is transcribed, stored, and/or retrieved; and (6)
all non-identical copies of a "document".. "Document(s)” also includes, inter alia, any code,
software, index, key or other information or material necessary or helpful to retrieve,
interpret, and/or understand such documents or the information, images, and/or
representations contained therein. "Document(s)" further includes, inter alia, all such
materials whether or not such materials were intended or planned for distribution or

dissemination to persons outside of the organization generating, creating or storing the

materials. "Non-identical copies” means, inter alia, all reproductions or other versions of a



"document”, however made, of the original "document’, and which have notations,
markings, interlineations, comments, images, or other material not appearing on the
original.

C. "Communication" means any contact or transfer of information
between two or more persons or organizations and shall include, inter alia, (1) written
contact by such means as letter, memorandum, telegram, telecopier, or by any other
document, (2) oral contact by such means as face-to-face meetings, voice mail, or
telephone conversations, (3) electronic contact by such means as electronic mail, E-mail,
modem or computer, or (4) any form of actual or attempted transmittal or transfer of
information or images.

D. "Concerning" includes, inter alia, referring to, alluding to, responding
to, relating to, connected with, commenting on, in reference of, about, regarding,
discussing, noting, showing, describing, mentioning, reflecting, analyzing, constituting,
evidencing, or pertaining to.

E. “Identify", when used with respect to a person, means to provide the
person's (1) full name, (2) business address and employer, (3) job title, (4) business
department and (5) telephone number.

F. “"Identify", when used with respect to a document, means to provide
(1) the title of the document, (2) a description of the subject and contents of the document,
(3) the date of the document, and further means to (4) identify the author, and (5) identify all

recipients of the document.



G. “No. 7 Well" means the Rhodes “B” Federal No. 7 well located in
Section 26, T-26-S, R-37-E, Lea County, New Mexico.
REQUEST FOR PRODUCTION
REQUEST NO. 1: Please produce all documents concerning or related
in any way to the alleged “topographic problems” referenced in your application for
administrative approval of an unorthodox location for the Rhodes “B” Federal No. 7 well
dated December 21, 1995.

RESPONSE:

REQUEST NO. 2: Please produce all files and documents concerning
the application for administrative approval for the No. 7 well.

RESPONSE:

REQUEST NO. 3: Please produce all documents, including well files,
analyses, drainage estimates and evaluations, AFEs, requests for and justifications for
management or other internal authorizations or approvals for, and reserve calculations

concerning the drilling and location of No. 7 well.



RESPONSE:

REQUEST NO. 4: Please produce ail files and documents concerning

your attempt to drill a gas well in the SW/4 of Section 23 during 1995, including but not
limited to any and all documents concerning communications with Texaco Exploration
and Production, Inc. (“Texaco”) and/or Oryx Energy Company (“Oryx").

RESPONSE:

REQUEST NO. 5: Please produce all personal files of Leslyn Swierc
and Donna Williams concerning the No. 7 well.

RESPONSE:

REQUEST NO. 6: Please produce all expense report sheets for Leslyn
Swierc and Donna Williams for the period October, 1995 through February, 1996

pertaining in any way whatsoever to either Meridian's application for administrative

e



approval for unorthodox location filed December 21, 1995, or concerning the No. 7 well

itself.

RESPONSE:

REQUEST NO. 7: Please produce all documents concerning or related
to any communication between Meridian and the Oil Conservation Division (“OCD"),
and/or any OCD agent, employee, representative, atttorney or hearing examiner

pertaining to the application for administrative approval for an unorthodox location for

the No. 7 well.

RESPONSE:

REQUEST NO. 8: Please produce all documents, including well files

and administrative files pertaining to the Lineberry “B" Federal No. 1 well which you

drilled in the N/2 of Section 26, T-26-S, R-37-E.

RESPONSE:



REQUEST NO. 9: Please produce all documents or files concerning the
location of the oil/gas contact in Section 26, T-26-S, R-37-E, Lea County, New Mexico.

RESPONSE:

REQUEST NO. 10; Please produce all documents and files concerning

the boundary between the Rhodes Oil Pool and the Rhodes Gas Pool in T-26-S, R-37-

E.

RESPONSE:

REQUEST NO. 11: Please produce all survey plats concerning the No. 7
well.

RESPONSE:

REQUEST NO. 12: Please produce all documents concerning or

depicting any and all locations which you staked for the No. 7 well.



RESPONSE:

Respectfully submitted,
GALLEGOS LAW FIRM, P.C.
By

J.E. GALLEGOS
MICHAEL J. CONDON
460 St. Michael's Drive, Bldg. 300
Santa Fe, New Mexico 87505
(505) 983-6686
Attorneys for Applicants

CERTIFICATE OF SERVICE

I hereby certify that | have caused a true and correct copy of the foregoing to
be hand-delivered on this day of March, 1996, to the following counsel of record:

William F. Carr, Esq.
Campbell, Carr & Berge, P.A.
110 N. Guadalupe, Suite 1
Santa Fe, New Mexico 87501

Thomas W. Kellahin, Esq.
Kellahin & Kellahin

117 N. Guadalupe

Santa Fe, New Mexico 87501

and mailed to:

Donna Williams

Meridian Oil, Inc.

Post Office Box 51810
Midland, Texas 79710-1810

MICHAEL J. CONDON



BEFORE THE
OIL. CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

IN THE MATTER OF THE APPLICATION

OF DOYLE HARTMAN AND MARGARET
HARTMAN D/B/A DOYLE HARTMAN, OIL
OPERATOR, AND JAMES A. DAVIDSON
FOR EXTENSION OF THE RHODES GAS
POOL BOUNDARY, AND CONTRACTION

OF RHODES OIL POOL BOUNDARY IN
SECTION 26, T26S, R37E, LEA COUNTY,
NEW MEXICO, FOR WITHDRAWAL NO.
OF ADMINISTRATIVE ORDER NSL-3633
ONLY INSOFAR AS IT GRANTED AN
UNORTHODOX WELL LOCATION TO
MERIDIAN OIL INC., FOR ITS RHODES

“B” FEDERAL WELL NO. 7, LEA COUNTY,
NEW MEXICO, AND FOR DENIAL OF
MERIDIAN’S APPLICATION FOR APPROVAL
OF AN UNORTHODOX LOCATION.

HARTMAN'S AND DAVIDSON’S
FIRST SET OF INTERROGATORIES

TO MERIDIAN OIL INC.

Doyle and Margaret Hartman d/b/a Doyle Hartman, Oil Operator and James
A. Davidson (hereinafter collectively "Hartman"), pursuant to NMSA 1978 § 70-2-8 (1995
Repl.), Rule 1211 of the OCD Rules and Regulations, and SCRA.’1 986, 1-026 and 1-033,
hereby request that Meridian Oil Inc. (hereinafter "Meridian") answer, in writing and under
oath, each of the following interrogatories within twenty (20) days after service of this First

Set of Interrogatories.
DEFINITIONS

Definitions for the following terms used in this First Set of Interrogatories

Exhibit B



are as stated:

A "Meridian" means Meridian Oil Inc. and includes any and all
predecessors, successors, and their present or former officers, directors, agents,
employees and all other persons or entities acting or purporting to act on behalf of any of
them. Further, "Meridian" also includes parent corporations, subsidiaries and affiliates and
their present or former officers, directors, agents, employees, and all other persons or
entities acting or purporting to act on behalf of any of them.

B. "Document(s)" has the same meaning as in SCRA 1986, 1-034
including, inter alia, (1) all written, printed, typed, recorded or graphic matter, (2) all film,
videographic and photographic matter, (3) all tapes or other reproductions of sound or
auditory material, (4) computer files, disks, databases, tapes, inputs or outputs, however
stored, generated, produced or reproduced, (5) any other matter or medium from which or
on which information or images may be or is transcribed, stored, and/or retrieved; and (6)
all non-identical copies of a "document”. "Document(s)" also includes, inter alia, any code,
software, index, key or other information or material necessary or helpful to retrieve,
interpret, and/or understand such documents. or the information, images, and/or
representations contained therein. “"Document(s)" further inciudes, inter alia, all such
materials whether or not such materials were intended or planned for distribution or
dissemination to persons outside of the organization generating, creating or storing the
materials. "Non-identical copies" means, inter alia, all reproductions or other versions of a

"document”, however made, of the original "document', and which have notations,



markings, interlineations, comments, images, or other material not appearing on the
original.

C. “"Communication" means any contact or transfer of information
between two or more persons or organizations and shall include, inter alia, (1) written
contact by such means as letter, memorandum, telegram, telecopier, or by any other
document, (2) oral contact by such means as face-to-face meetings, voice mail, or
telephone conversations, (3) electronic contact by such means as electronic mail, E-mail,
modem or computer, or (4) any form of actual or attempted transmittal or transfer of
information or images.

D. "Conceming" includes, inter alia, referring to, alluding to, responding
to, relating to, connected with, commenting on, in reference of, about, regarding,
discussing, noting, showing, describing, mentioning, reflecting, analyzing, constituting,
evidencing, or pertaining to.

E. "Identify”, when used with respect to a person, means to provide the
person's (1) full name, (2) business address and employer, (3) job title, (4) business
department and (5) telephone number.

F. "Identify”, when used with respect to a document, means to provide
(1) the title of the document, (2) a description of the subject and contents of the document,
(3) the date of the document, and further means to (4) identify the author, and (5) identify all
recipients of the document.

G. “No. 7 Well” means the Rhodes “B” Federal No. 7 well located in

Section 26, T-26-S, R-37-E, Lea County, New Mexico.



INTERROGATORIES

INTERROGATORY NO. 1: Please identify the person or persons

responding to these interrogatories.

ANSWER:

INTERROGATORY_ NO. 2: Please identify all Meridian agents,

representatives or employees involved in the drafting, preparation, and submittal of the
request for administrative approval for the unorthodox location for the No. 7 well from
the time the No. 7 well was first contemplated through February 28, 1996.

ANSWER:



INTERROGATORY NO. 3: Please identify all Meridian agents,

representatives and employees involved in the decision to drill the No. 7 well at the
present drill site and location.

ANSWER:

INTERROGATORY NO. 4: Please identify all Meridian agents,
representatives and employees with knowledge of the alleged “topographic problems”

which form the basis of your request for an unorthodox location for the No. 7 well.

ANSWER



INTERROGATORY NO. 5: Please identify all Meridian agents,

representatives and employees who had contact with any representative of the New
Mexico Oil Conservation Division in connection with the application for administrative
approval for the unorthodox location for the No. 7 well from October, 1995 through the
present.

ANSWER:

INTERROGATORY NO. 6: Please identify every agent, employee or
representative of the OCD with whom you had contact concerning your application for

administrative approval for an unorthodox location for the No. 7 weil.

ANSWER:



INTERROGATORY NO. 7: Please identify every location you

considered or staked for the No. 7 well. For each such location, state the reasons why
you finally decided upon or rejected such location.

ANSWER:

INTERROGATORY NO. 8: Please identify all Meridian agents,

employees, and representatives involved in communications with Texaco and Oryx
during 1995 regarding the possible development of, and drilling by Meridian of a gas
well in, the SW/4 of Section 23, T-26-S, R-37-E, Lea County, New Mexico.

ANSWER:



INTERROGATORY NO. 9: Please describe in detail how the C-102 form

which you originally submitted in connection with your December 21, 1995 application
for administrative approval for an unorthodox location for the Nof 7 well came to be
amended to reflect an application for a gas well in the Rhodes Oil Pool on 40-acre
spacing. In responding to this Interrogatory, please identify:

(a)  All Meridian agents, employees and representatives involved in the
amendment;

(b)  The person or persons with the OCD involved in amending the C-
102 form; and

(¢)  The date when the amendment actually occurred.

ANSWER:



Respectfully submitted,

GALLEGOS LAW FIRM, P.C.

By

J.E. GALLEGOS
MICHAEL J. CONDON
460 St. Michael's Drive, Bldg. 300
Santa Fe, New Mexico 87505
(505) 983-6686
Attorneys for Applicants
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110 N. Guadalupe, Suite 1
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Thomas W. Kellahin, Esq.
Kellahin & Kellahin

117 N. Guadalupe

Santa Fe, New Mexico 87501
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Donna Williams

Meridian Oil, Inc.

Post Office Box 51810
Midland, Texas 79710-1810

MICHAEL J. CONDON
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HAND-DELIVERED APR 12 199

William J. LLeMay, Director

Oil Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources

2040 South Pacheco Street

Santa Fe, New Mexico 87505

Ol Conservation Division

Re: Request for Shut-In Order and Response of Texaco Exploration and
Production Inc. to Motion of Meridian Oil Inc. for Protective Order, for Denial
of Hartman's Request for a Stay of Order NSL-3633 and for a Continuance of
Hearing

Dear Mr. LeMay:

The purpose of this letter is to (1) request the Motion of Mr. Hartman for a stay of Order
NSL-3633 be granted, (2) request that the Meridian Rhodes "B" Federal Well No. 7 be
immediately shut-in; and (3) respond to Meridian's Motion for Protective Order, for Denial
of Hartman's Request for a Stay of Order No. NSL-3633 and for a Continuance of the
Hearing.

STAY OF ORDER NSIL.-3633

As you know Meridian filed an application with the Division on December 21, 1995, for
administrative approval of an unorthodox well location for its Rhodes "B" Federal Com Well
No. 7. On January 29, 1996, Meridian notified Texaco and Doyle Hartman of this
application. On February 2, 1996, Texaco filed its objection to this location with the
Division. Order NSL-3633 approved this location on February 28, 1996.
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Texaco's objection was apparently disregarded because the Division concluded that we
lacked standing to object. The Division stated that Meridian controlled the offsetting gas
rights and that "proper notification was therefore provided under Rule 104.F(3)(a) since
Meridian itself in this instance is the only affected party."

As set out below, Texaco was entitled to notice of this application, has standing to object and
once it presented its objection to the Division the unorthodox location could not be
administratively approved.

Rule 104, prior to amendment by Order No. R-10533, provided for notice of proposed
unorthodox well locations to "all operators of proration or spacing units in the unit for which
the unorthodox location is sought ..." Rule 104(F)(1). "Operator" is defined as ... "any person
or persons who, duly authorized is in charge of the development of a lease or the operation
of a producing property." (Rule 1).

Since Texaco is authorized to develop the W/2 SW/4 of Section 23, Township 26 South,
Range 37 East, it was entitled to notice of Meridian's application for unorthodox location.

Under Rule 104, as amended, the operator, or lessee of record, or unleased mineral owner
of an adjoining or diagonal spacing unit is entitled to notice of a proposed unorthodox well
location. Adjoining and diagonal spacing units are defined as "those immediately adjacent
existing spacing units in the same pool(s) as the proposed unorthodox well and towards
which the unorthodox well location encroaches." Meridian's location for its Rhodes "B"
Federal Well No. 7 encroaches on the West side of the NE/4 NW/4 of Section 26. Texaco
is the lessee of record in the NW/4 NW/4 of Section 26 (the adjacent offset operator), and
the SW/4 NW/4 of Section 26 (the diagonal offset operator) in the Rhodes Oil Pool. Texaco
is also lessee of record in the SW/4 SW/4 of Section 23 (the diagonal offset operator) in the
Rhodes Gas Pool. Accordingly under either version of Rule 104, Texaco was entitled to
notice of Meridian's application for this unorthodox well location.

Meridian provided notice to Texaco of this location. Texaco filed a timely objection. Once
there is an objection, under Rule 104 administrative approval of a proposed unorthodox
location may not be granted. Once Texaco objected to this application a hearing was
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required. At the time the objection was received the application was no longer an
administrative application because there was a dispute involving constitutionally protected
property rights. Discussions with the applicant in the context of an unopposed administrative
application may have been proper, however, when the objection was received all ex parte
communications with any party had to cease to assure fundamental fairness to the opposing
interest owners.

Division Order NSL.-3633 was entered after Texaco and Hartman had objected to it without
a hearing on these objections. Accordingly, it was improperly entered in violation of
Division rules and it must be stayed pending further hearings.

WHAT IS THE RELATIONSHIP OF THE OIL. CONSERVATION DIVISION TO
THE OIL CONSERVATION COMMISSION

On March 16, 1996 Chairman LLeMay advised that the Oil Conservation Commission will
"direct the Division to stay administrative Order NSL-3633" pending the outcome of Mr.
Hartman's application for a de novo hearing in this matter. Consistent with this letter, Mr.
Hartman has requested that the Rhodes "B" Federal Well No. 7 be shut-in. Meridian
objected to the request of Hartman for a shut-in order on April 10, 1996 stating "the Division
has not yet acted to stay administrative Order NSL-3633." Meridian continues to produce
its Rhodes "B" Federal Well No. 7 at this unorthodox location under what it calls "a valid and
effective administrative order issued by the Division."

It appears that both the Division and Meridian are ignoring the Commission's decision that .
NSL-3633 must be stayed.

In Case 11334, a similar question was presented to the Commission. After the Commission's
denial of certain issues raised by Phillips Petroleum Company, it filed a new case before the
Division in which it asked the Division to overturn the Commission's decision. Chairman
LeMay wrote Phillips on September 13, 1995 stating Phillips was requesting the "Examiner
to issue a decision overturning the Commission's Order" and advised Phillips counsel "You
have the process reversed."”
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In this case, Meridian has the process reversed. The Commission has directed the Division
to stay Order NSL-3633. The Division cannot override the Commission.

SUMMARY OF TEXACO'S ARGUMENT

Texaco has correlative rights in the SW/4 of Section 23. Texaco contends that unrestricted
production from the Meridian Rhodes "B" Federal Well No. 7 impairs these correlative
rights. Texaco received notice of this well location from Meridian and timely objected. In
total disregard of this objection and the provisions of Rule 104, the Division treated this
application as if it were one for administrative approval. The Division approved the
application concluding that proper notice of the application had been given. This approval
was apparently based on the Division's determination that Texaco was not entitled to object
because the SW/4 of Section 23 was within the Rhodes Unit Area and governed by the
Rhodes Unit Agreement. The Division did not know that this tract had never been
commiitted to the unit -- something it would have known if it had followed its own rules and
given Texaco the hearing to which it is constitutionally entitled.

Now Meridian argues that its due process rights will be impaired unless there is a hearing on
the Hartman request for an order shutting in the Rhodes "B" Federal Well No. 7. It is the
violation of the due process rights of Texaco and Hartman that have caused this dispute. For
Meridian to argue its due process rights at this stage of this dispute is simply outrageous.
Meridian again has the process reversed.

Ifit is to meet its duties under the Oil and Gas Act, the U.S. Constitution and the Constitution
of the State of New Mexico, the Division must (1) schedule a hearing before an Examiner
not previously involved in this dispute to review all pending motions, (2) stay of Order NSL-
3633 pending the resolution of the issues presented at that hearing and (3) order an
immediate shut-in of the Rhodes "B" Federal No. 7 Well until Meridian has properly
obtained an Order authorizing that well to produce.
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Very truly yours,

oA B

WILLIAM F. CARR
WEFC:mlh
cc:  Ronald W. Lanning
Texaco Exploration and Production Inc.

W. Thomas Kellahin, Esq.
Attorney for Meridian Oil Inc.

Michael J. Condon, Esq.
Attorney for Doyle Hartman and Margaret Hartman
d/b/a Doyle Hartman Oil Operator



