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GOVERNOR
. : _ , o . _ BRUCE KING
O1L CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO WDC*’I“N'”'O"H S
P.0. BOX 2088 - SANTA FE ‘m"m‘“‘““.n ° S é
87501 : -
_ STATE GEOLOGIST
A L.PORTER,JR.
June 15, 1973 ‘ : SECRETARY - DIRECTOK
Re: Case No. 4986
 Mr. Sim Christy = Order No. R-4553
Jennings, Christy & Copple Applicant:
Attorneys at Law f
Post Office Box 1180 Dalport 0il Coxrporation
Roswell, Rew Mexico 88201 : _ :
Dear Sir:
‘Enciosed herewith are two copies of the above-referenced
cOmmissioii_ Vorder recently entered in the subject case.
Very truly yours, :
- | / : : kY : 7
% : "d}!gé:"{ C 7 ! 5
A. L. PORTER, Jr.
Secretary-Director .=
ALP/ir
Copy of order also sent to: i
Hokbs OCC x '
Artesia OCC '
Aztec OCC 3
Other Reading & Bates, Inc. - 1100 Philtower Building, 5

Tulsa, Oklahoma 74103 , , P ‘
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MR. STAMETS: Call next Case 4986,

MR. CARR: Case 4986, application of Dalport 0il
Corporation for compulsoty pooling, Chaves County, New
Mexico, |

MR; CHRISTY: Sim Christy, Roswell,xNéw Mexico,
for the Applicant, Dalport Oil Corporation, We have one
witness, Would you stand and be sworn, please?

- LEON LAMPERT,

was called as a witness and having been duly sworn according

to law, testified as follows:

DIRECT EXAMINATION

BY MR. CHRISTY:

0

Please state your name; addfess, by whom you are
emplbyed} and in what capacity,

Leon Lampert,Corpus Christy;employed by Dalpdrt 0il
Corporation out of Dallas.

Have you previously testified before this regulatory
body as a geologisﬁ and had your qualifications acqépted?
Yes, sir, |

Are you familiar with what is sought by the application
in Case 4986 and the area involved?

Yes, sir{

Would you briefly state what ié sought?

We are requesting compulsory pooling for the East half

of Section 17. This is Exhibit 1, Tha East half of
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Section i7, ié South, 31 East. Dalport has secured
a farm-out from Terra Resources of the South half,

Northeast gquarter and South half, SOutheast’quartér.
Are those your Exhibits 3 and‘4 being thewfarm-out»
from‘Tefra ‘Resources and the améndﬁeﬁt of April 10,

1973,

"Yes, sir,

And. the owners of the other two eiéﬁties in this East
half do ﬁot desire to férm-éut tO»u§ nor do they desire
to join with us in operating agreém;nt.

And you have made efforts to obtain that joinder?

Yes, sir.

MR. CHRISTY: And:I believe tlie records will reflect,

Mr. Examiner, that the title to the operating rights on

those other two eighties down to the base of the

' Glorietta are owned by Reading and Bates, and I did send

them a oopy{i

I bad information that one Mr, Stringer also claimed
an interest in the working interest in those 2 eighties,
He does not sho& of record, but I also sent him a copy
of this application,

MR. STAMETS: Mr. Christy, I believe your application
calls for a well drilled in Unit G?

MR. CHRISTY: That is correct, and I'm coming to it

now. Thank you,

1 A PSS Eavrasiab 3 78 20
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Initiélly when we filed this application we proéosed the
well in Unit G,and I notice by your Exhibit 1, it's
relocated in Unit J., Would you tell me why you feel -
Unit J would be better and, if so, why?

It's a safer location. It's:in‘acébidance with»pommission
spacing for a 320-acre unit, and J would be a much safer
lo¢at10n; we fehl; éhan originally, G,

What type of test do you:plan? o .

2600 foot Queen test. .

Thi$ will be for Queen gas?

Yes, sir.

I believe the Commission rules now provide for 320-acre

spacing in Southeast Chaves area?

Right,"

 And these lands are in Southeast Chaves area?

Right.

Who do you propose to be operator of the well in the event
the application is granted?

Dalport will be the operator.

You have had other experience in drilling Queen tests in
this area, have you not, Mr, Lampert?

Yes, sir.

And that experience is rather extensive; is it not?

A

It's ‘extensive, yes, sir,

Tell me what you would estimate the costs would be for the
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»

» 0

proposed well, and I refer y6u5to Qour Exhibit 2,

In Eﬁhibit 2 we feel that down to the casing point, the
cost would be $25,060, If we decided to complete it or
if production is indicated, an additional $16,0§8 would
be the cost of this coméletién.;giving ﬁs a téta; of
$41,118 which is an estimate; but_it should be fairly -
clqse.\ a |

Based on your experience of other Queen wells in the
area? | |

That's fiaht.

Tell me about any overhead costs that would happen in the
drilling and on thé-@roduction of the well.

Ws normally charge a rate on ih#t APL Form df'$$00 for

a drilling well; and then in %he operating contract, we
hdrmaliy charge $75 per month for the overhead plus
fie1d>expense like the pumper's expense, étc.

Direct expense? : |
Direct expensé.

Is that a customary charge in this area?

It's lower than customary.r

Do you feel there is a risk factor involved in the
drilling of this well?

From my past experience, ves,

There is a substantial risk factor; is there not?

P

Yes.,

kb b A B SIS 1
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‘MR, CHRISTY: At this point, I'd like to call the
Commisﬁion's attention to the laws of i9?§, Chapter 250,
effective March 30, 1973, which as the Examiner knows,
does provide for risk factors up to 200 percent of the
non-conser.ting owners' share in the event he does not
elect to prepay his proposed costs.
(By Mr, Christy) Do you have an opinion as to whether
or not the granting of this application will permit the
owner of each tract in the proposed area to recover and
receive his fair and just share of the gas and associated
hydgocarbons‘underneath his lands?
It will, sir,
This is all one lease, is it not, a Federal lease?
It's one base lease, right.
One base lease, Is there anything else I failed to
ask you that you think would be of interest to the
Commission in connection with the consideration of this
application? :
I don't think of a thing, |
Were Exhibits 1 and 2 prepared by you or‘under your
direct supervision?
Yes, sir,

MR, CHRISTY: That's all.

)MR. STAMETS: How about 3 and 4?

MR. CHRISTY: They are not prepared by him. They

4 P B 5 1 Sy o e ©
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are letter agreements between Terra and Dalport,

CROSS=-EXAMINATION

BY MR. STAMETS:

Q

Do you have a specific percentage that you would like to
recommend as a risk factor in this area, Mr, Lampert?
Well, we thought 200 percent; but the reason being that
‘the risk in this area is great. We have drilled dry holes
just adjacent to producers; sb there is a ggeat risk
here; but we will abide by the»Commission'énruling as
far as that's concerned.

Okay. You would say that the risk is cettainly not

as much as a rank wildcat in Dona Ana County. |

We havé‘éffset producing wells updip a5d7d6wﬁaip”ahd,haa
dry holes in the paét.

MR. STAMETS: Mr.kChristy, I'm not suié*what the
éffect will be on this unit letter change ftom G to J,
whether that will take readvertisement of this case.

MR. CHRISTY:\ I don't think it will, Mr, Examiner.
The application has to do with pooling whatéever mineral
interests are in the East half, It is not jurisdictional
as to where you locate the well, That's not even provided
for in the statute we are under; and of coursa, any orde;
éoming out with J which gives the other Reading and Bates

the opportunity to join or not join or to object or to

have an innovo hearing, 1f they don't like it.

Fon btiact Uipnnrts.
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are letter agreements between Terra and Dalport,

CROSS-EXAMINATION

BY MR, STAMETS:

Q

Do you have a‘specific percentage that you would like.to
recommend as a risk factor in this area, Mr, Lampert?
Well, we thought 200‘per¢ent;‘but the reason being that
the risk in this area is great. We have driilgd dry“holes
just adjacent to producers, so there is a great risk
hére; but we will abide by the Commission's‘rniing as
far as that's concerned. h |
Okay. You would éay that the risk is certainly not
as much as a rank wildcat in Dona Ana COunﬁf,.
We have offset producfng well#iué&gévaﬁa‘dbﬁndip ahélhad
dry holes in the paét. |

MR. STAMETS: Mr, Christy, I'm not sure-wﬁat»the
effect will be on this unit letter change fromnG to J,

whether tha; will take readvertisement of this:case.

MR. CHRISTY: I don't think it will, Mr, Examiner.

' The application has to do with pooling whatever mineral

interests are in the East half, It is not jurisdictional
as to where you locate the well., That's not even provided
for in the statute we are under; and of course, any order
coming out with J which gives the other Reading and Bates

the opportunity to join or not join or to object or to

have an innovo hearing, if they don't like it.
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MR,STAMETS: Are there other questions of this
witness? He may be excused,

MR.' CHRISTY: At this time, we would like to offer

into evidence Applicant's‘Exhibits 1 through 3 inclusive,

and we have no further testimony,
MR, STAMETS: What about 4?
MR;‘CHRISTY:IOﬁe"thfough four inclusive,

MR. STAMETS: Without objection, these will be

admitted into evidence. Are there any statements in‘this-

case? We will'téke the case under advisement.

* % % % %

[ do hereby certify that the foregoing is

3 conplete record of the proceedipis. in

the Ex sr heayipy of Cass of?ft.
peardé e on ........ 8 73,

et o mree
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STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

I, JANET RUSSELL, a Notary Public, in and for the
County of Bernalillo, State of New Mexico do hereby certify

that the foregoing and attached Transcript of Hearing before

the New Mexico 0il Conservation Commission was reported by
me; gnd that the same is a true ana correct record of the

said proceedings to the best‘of'my knowledge, skiir‘and

ability,
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE.  MATTER OF THE HEARING
CALLED BY THE OIlL. CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 4986
Ordexr No. R-4553

APPLICATION OF DALPORT OIL
CORPORATION FOR COMPULSORY
POOLING, CHAVES COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on June 6, 1973,
at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

N 'NOW, on this 15th day of June, 1973, the Commission, a

quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being

fully advised in the premises,
FINDS:

voiw.—{1): _That due public notice having been given as required
by law, the Commission has jurisdiction of this cause and the

subject matter thereof.

{(2) That the applicant, Dalport Oil Corporaticn; seeks
‘an order pooling all mineral interests in the Queen formation
underlying the E/2 of Section 17, Township 12 South, Range 31
East, NMPM, Southeast Chaves {u3en Gas Area, Chaves County, .
New Mexico.

(3) That the applicant has the right to drill and propcses
to drill a well in Unit J of said Section 17.

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

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and failr share of the gas
'in said pool, the subject application should be approved by
pogling all mineral interests, whatever they may be, within saiqg
unit.

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

,.
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Case No. 4986
Oorder No, R-4553

L

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

-|{well costs out of production.

(8) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional 100 percent thereof as a reasonable charge
for the risk involved in the drilling of the well.

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

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

(11) That $75.00 per month should be fixed as a reasonable
charge for supervision (combined fixed rates); that the operator
should be authorized to withhold from production the proportionate
share of such supervision charge attributable to each non-consent-
ing working interest, and in addition thereto, the operator’
should be authorized to withhold from production the proportionate
share of actual expenditures required for operating the subject
liwell, not in excess of what are reasonable, attributable to :
each non-consenting working interest.

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

{(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before September 15, 1973, the order pooling
said unit should become null and void and of no effect whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, in
the Queen formation underlying the E/2 of Section 17, Town-
ship 12 South, Range 31 East, NMPM, Southeast Chaves Quec<n Gas
Area, Chaves County, New Mexico, are hereby pooled to formt a
standard 320 acre gas spacing and proration unit to be dedicated
to a well to be drilled in Unit J of said Section 17.
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PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the 15th day
of September, 1973, and shall thereafter continue the drilling
of said well with due diligence to a depth sufficient to test
the Queen formation;

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the 15th day
of September, 1973, Order (1) of this order shall be null and
void and of no effect whatsoever;

' PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Commission and

show cause why Order (1) of this order should not be rescinded.

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

(3) That after the effective date of this order and at
least 30 days prior to commencing said well, the operator shall
furnish the Commission and each known working interest owner
in the subject unit an itemized schedule of estimated well
costs.

(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as pro-
vided above shall remain liable for operating costs but shall

not be liable for risk charges.

(5) That the operator shall furnish the Commission and each
known working interest owner an itemized schedule of actual well
costs within 90 days following completion of the well; that if
no objection to the actual well costs is received by the Com-
mission and the Commission has not objected within 45 days

-following receipt of said schedule, the actual well costs shall

be the reasonable well costs; provided however, that if therxe

is an objection to actual well costs within said 45-day periocd
the Commission will determine reasonable well costs after public
notice and hearing.

{(6) That within 60 days following determination of reason-
able well costs, any non-consenting working interest owner that
has paid his share of estimated costs in advance as provided
above shall pay to the operator his pro rata share of the
amount that reasonable well costs exceed estimated well costs
and shall receive from the operator his pro rata share of the
amount that estimated well costs exceed reasonable well costs.,
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(7) That the operator is hereby authorized to withhold
the following costs and charges from production:

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of

~ estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, 100 percent of the
pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has nct paid his share
of estimated well costs within 30 days from
the date the schedule of estimated well costs
is furnished to him.

(8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced
the well costs. -

(9) That $75.00 per month is hereby fixed as a reasonable
charge for supervision (combined fixed rates); that the operator
is hereby authorized to withhold from production the proportionate
share of such supervision charge attributable to each non-
consenting working interest, and in addition thereto, the
operator is hereby authorized to withhold from production the
proportionate share of actual expenditures reguired for operating
such well, not in excess of what are reasonable, attributable
to each non-consenting working interest. .

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

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

be withheld from production attributable to royalty interests.

(12) That all proceeds from production from the subiect
well which are not disbursed for any reason shall be placed in
escrow in Chaves County, New Mexico, to be paid to the true
owner thereof upon demand and proof of ownership; that the
operator shall notify the Commission of the name and address-
of said escrow agent within 90 days from the date of this
order.

A et
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(13) That jurisdiction of this cause is retained for the
entry of such furthex orders as the Commission may deem neces-
sary. : ' :

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

. "
1/ R. TRUJILLO, Chairman

SEAL
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DALPORT OIL CORPORATION
3471 FiRsT NATIONAL BANE BLG. D
DALLAS, TEXAS 75202

NOV - 51973
OlL CONSE;Rr\‘I*gTFI:SN C?M?:f

New Mexico 0Oil Conservation Commission {/7jy P ’
Post Office Box 2088 fz' €2}i§f

Santa Fe, New Mexico, 87501

November 1, 1973

Re: Order No., R-4553 -
No., R-4553-A

Gentlemen,

In accordance with the above. orders,
Dalport '0il Corporation ‘commenced drilling our
Terra-Federal No. 1, Unit G, Section 17, T-12-8,
R~31-E, Chaves County, New Mexico, July 19, 1973
and completed August 4, 1973.

Attached is a copy of the well costs in )

~the-amocunt- o0f '$32;,945.05 ‘and-a copy of the Operating

Contract which was negotiated with J. Frank Stringer
et al, the owners of a 3/8th interest.

Reading and Bates 0il and Gas Co., Tulsa,
Oklahoma, owner of a 1/8th working interest, are the
only non-consenting owner. By copy of this letter,
we are sending them a copy of the well costs.

- We believe that we have complied w1th all
the requirements of the above orders, but if any
additional information is regquired, we would appreciate
your advice.

Yours very truly,

DALPORT“OEL?@WRATIEJN ] /W
/

L, Todgd, Jr. ;

WLTIr/fm

Enclosure

cc: Reading & Bates 0il & Gas Co.
Philtower Building,
Tulsa, Oklahoma 74103
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ALPORT OIL CORPORATIO’
3471 FIRST NATIONAL BANK BLDG,
DALLAS, TEXAS 75202

BEIE

,”1

_ JOINT OPERATIONS “U\/ 5673
PAGE MONTH ) LEASE
L July & dugust, 1973 Terra-Federal #) OlL CONSERVAT CONSERVATION ¢ <o
REFERENCE . DESCRIPTION AMOUNT TOTAL
372 Bearing Service & Supply Co., Inc, Arxtesia, NM N
Inv 43412, 7/1473, 127-03 852.71 |
384 WEK Drilling Co, Inc, Roswell, NM 5
: Inv 7-05, 7/26/73 126-02 14,340.57
© 385 ‘american Coldset Corp, Dallas, Texas, .
Inv Ko, 09000, 7/27/73 126-51 423.80
. 386 Bearing Service & Supply Co, tesia, NM ;
" lav 48450, 7/23/73 ) 127-03 16.14
Inv 48460, 7/24/73 127-03 4,027.59 )
Inv 48461, 7/24/73 127-03 293.36 '4,337.09
- 387 Foster Testers, Inc, Odessa, Texas
' Inv 939, 7/23/73 - 126-61 508.56
| 388 Halliburton, Duncan, Okla. e
_ Inv 653905, 7/19/73 -~ 126-62 871.72
I 389 {ilford Pipe & Supply Co, Tatum, NM
. Inv 1931, 7/28/73 . 127704 1,562.65
390 sudco, Inc. Hobbs, NM | -
) Inv 1988, 7/24/73 © 126-52 930.22
: , ;o
398 Halliburton Services, Duncan, Okla. :
' Inv 631122, 7/23/73 126-62 1,572.92
400 The P.:hfinder Co., Houston, Texas )
Inv 7937-15, 7/31/73 = 127-02 126,22
I 401 Sweatt Construction Co, Loco Hills, NM _
Inv 6600, 7/31/73 126-36 . 74.88
Inv 6598m 7/31/73 ° - .126-30 74.88 :
Inv 6599, 7/31/73 126-30 149,76 . 299,52
403 Standard Corp, Artesia, New Mexico . ' s '
Inv 17243, 7/31/73 - - 127-04 £40.10
404 T & C Rental Tool Co., Denver City, Texas o
Inv 1070, 8/3/73 126-63 X59.84
406 The Western Co., Fort'Wbrth,'Téxas : )
Inv 74708, 7/26/73 126-63 . 420.00 . _
Inv 74709, 7/26/73 126-63 : 626.56 1,046.56
407 Mack Chase, Inc, Artesia, NM
Inv 73623, 7/30/73 126-63 662,26
413 Bearivg Service & Supply Co Inc, Artesia, New rHex.
Inv 48882, 8/24/73. - 127-06 99.47
416 Core Laboratories, Inc, Dallas, Texas
Inv 88119, 7/22/13 126-71 252.10
423 Bweatt Construction Co, Locc Hills, NM

Inv 6639, 8/7/73 126-30

31,718.56
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ALPORT QiL CORPORATIO!
347% FIRST NATIONAL BANK BLDG.
DALLAS, TEXAS 75202
JOINT OPERATIONS
PAGE MONTH LEASE '
1 July & August, 1973 | T Tecra-Federal il
. REFERENCR ODESCRIPTION AMOUNT TOTAL
DIVISTON OF INTEREST
Cawex Ine : 50% L ~15,859,.28
J. Frank Stringer T.08125% 2,478.01
Dr. Csmes C. vomack . 3.125% 991.21
Ldwin S. Maver, Jr. 12.50% 3,964.82
J. A&. March, IIIX 6.250% ) 1,982.41
Cuv 4. Swartz 7.8125% 2,478.01
Reading & Bates "12.5% 3,964.82
31,718.56
. lw
Y
. ’1_}
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JLPORT OIL CORPORATIOI
3471 FIRST NATIONAL BANK BLDG.
DALLAS, TEXAS 75202 | .
JOINT OPERATIONS ’ ; _
TPAGE MONTH LEASE ganfa Fe
L Septembeyx, 1973 Terra-Federal #1l
REFERENCE DESCRIPTION AMOUNT YOTAL “
426 Dalport 0il Corp.- Regular Acct., Dallas, Texas 1
Operating Expense for June, July & August, 1973, :
i as ‘per- contract - 901-03 ' 57.75
126-71 " 500.00 ‘
| 440 Sweatt Construction Co., Loco Hills, N.M. 1
‘ Inv. #6662, 8-16-73 18.72 126-30 ; ;
i Inv._#6683, 8-21-73 224.64 126-30 ) 243.36
' ﬁ59 West Engineering Co., Hobbs, N.M. . -
Inv. #773-12, 8<30-73 162.59
Inv. #873-9, 9-15-73 89.86
Inv. #873-106, 9-15-73 173.06 ;26-53 ' ‘ 425.42 -
1,226.53 S .
:PS
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'ALPORT OIL CORPORATIO'
3473 FIRST NATIONAL BANK BLDG,
DALLAS, TEXAS 76202
JOINT OPERATIONS
PAGE MONTH LEASK
1l September 1973 Terra-Federal #1 ,
REFERENCE ’ DKSCRIPTION AMOUNT TOTAL
Division of Interest
Camex Inc. 0% 613.26 |
J. Frank Stringer 7.8125% 95.82
; Dr. James C. Womack 3.125% 38.33
J.. A, March III 6.25% 76.66
Guy A. Swartz . 7.8125% 95.82
Reading & Bates 12,.5% 153.32 A
1,226.53
-
t A
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- oIl CONSER\’.E!:IE)”};EOM}_-‘
Sl S JOINT OPERATING CONTRACH: /¢

d

'

w 19 73. by and between

. THIS MEMORANDUM of agreement wmade and entered into this the.....22 50y of...... JULY

.Jo Frank Stringer 7.8125%
Dr, James c._.y{omackk 3.1250%
Edwi; S. Mayer, Je, 12,5000%
J. A, March III 6.2500% -
7.812

Guy A, Swartz

~ _ , 37.5000%
(hereinafter called Non-Operators whether one o more) and... Palport 011.- Coxpox ation
'3471 Pirast National Bank Bldg., Dallas, Texas 75202

‘(huéimfter called Operator),

! o . WITNESSETH: o
tor and Non—QPera;qrg yaﬁécﬁvgly are_ the owners of the oil, gas and mineral lease or leases, or of the undivided
ched and made a part hereof for all insofar as such len,sial or leases t:vfer the land

. WHEREAS, Operato N :
interests thersin, described in’ Exhibit “A” hereto atta
described in Exhibit “A" hereto attached, which lease or leases insofar as the described is covered thereby are hereinafter referred to as
*Joint Leases”; and it is the desire of the parties hereto that Operator shall be in charge of development operations under said Joint Leases in
accordance” with agreements and provisions hereinafter contained:

: NOW, THEREFORE, in consideration of the premises and the mintual covenants and sgreements herein contained, the parties hereto
sgree as follows: . i

f. GENERAL DUTIES OF OPERATOR: :Operator shall have, subject to the terms, provisions and limitations hereinafter expressed,
exclusive charge, control and supervision of all operations of every kind to be conducted on the Joint Leases for the development, production,
treating, bandling and marketing of oil,’ gas and ‘other minerals therefrom as well as the payment of all reritals, royalties, taxes and other
charges which may arise or become due or payable in connection with such operations. - .

FETe s e e 0 CHARGES TQ JOINT  ACCOUNT:  Overatar. shall. chargs the Joint Account with all costs and experises incurréd in connection with
the operation of the Joint Leases as heréin contemplated, charges to be made in accordance with the “Accounting Procedure” hereis attacked
as Exhibit “B” and made a part hereof for all Furpmc The charges made to the Joint Account as provided herein shall be borne by the par-
ties hereto in the proportion that the inferest of each of the parties in the Joint Leases bears to the total of the interests in the Joint Leases of
the parties hereto. - o
~  3.:RECORDS: ' Operator shall keep an accurate record of the Joint Account hercunder showing the cost and expenses incurred and
charges Made and- all credits and: returns made and received.. which record shall be available ‘at all reasonable times for the consideration,
examination and inspection of each of Non-Operators ‘and ‘its duly authirized representatives. :

R s T LN e & . P ST T i . ST £

4. MONTHLY STATEMENTS: On or before the last day of each calendar ‘month, Ope : >
detailed statement of investments made and costs and expenses incurred against and credils;and receipts- made and’received:for the  Joint
Account during the ‘preceding ‘calendar; month. Any "éxceptions to 'the statement as rendered by:Operator must be made by- Non-Operators
years from receipt thereof, and if no exception is made within that time, the statement shall be" conclusivefy considered as
¢ physical propeity to inventory as-provided for in Exhibit “B.”” Each of Non-Oper-

serator shall furnish to each’of Nof:Operators a

within two (2 T and i
correct; but this provision shall not preévent adjustments o

¢ ators agrees-to pay. to Operator at. né;l lexag. . . oeesieeieanndts proportionate’ part of all expenditures made for the Joint *
(‘x Account by Operator:in_connection with!i nents ccount of and the operatiori, maintenance. and supervision of said Joint Leases here-.
rators)iint Irdm tifrie to time 'in the leases: described in ‘Exhibit “A’ hereto attached. Currently

under, based upon’ such Non-Operators!jinte from™time fo. "in the: leases™ ibed in ‘Exhib

J € -fifteen—€15)-days after receipt of the monthly statements herein; provided to be rendered by Operator.
portionate part of the.amount due Operator es shown by such statements. The amount properly charge

3¢ ator sh die and payable at the expiration of fifteen—(15)-days from receipt of each monthly statement a
! ) until paii rate offive per cent.(5%) per annim, which interest on its delinquericies each'Non-Operator heretc severally: agrees to. pay
3 b\ Operator ‘af the' place above designated:iEach Non-Operator grants to Operator a'lien on its interest in"the Joint Leases, the production’ there-
H from and gll fixtures, improvements and: personal property now. or hereafter located thereon to secure the payment of its proportionate part of
all investraents made for and costs and expenses against the Joint Account hereunder in operating and devéloping the Joint Leases hereunder,

3 3 ionato-pert-of-ali-statements -rendered

which lien may be enforced as any other mortgage lien. Sho
0?9 -as_horein_provided within the- fifteen- (15)- days-bersinabove-stipulated,-Operator—shall ha ; tory-such
lefanl A forocl R ol P i def

-Operator agrees to pay its pro-

ble in each statement and due to Oper-
ment and shall bear interest thereafter

o1y 1t

e T s 495 15 1.

_ 5. DRILLING ‘AND DEVELOPMENT OF LEASES: Operator is authorized to drill at the expense of the Joint Account any well on the
Joint Leases required to meet the offset end reasonable development obligations, and all express obligations under the Joint Leases, and sny well
necessary in order to prevent the expiration or termination of any Joint Lease, without first securing the authority and aporoval of Non-

Operators. . )
Operator shall ‘secure the written approval of Non-Operators before incurring against the Joint Account any item of expense, which

item itself is in excess of $51000u00, except in the drilling, equipping and completion of a well covered by the mext preceding
paraﬁraph or in the diilling, ngmppmg and completion of a well as to which, notice has been given as provided in the next succeeding {aara-
graph and with respect to which well no Non-Operator has given notice that it does not desire to participate in the cost and expense of drilling.

- Before Operator commences operations at the cost of the Joint Account for- the drilling of any well on the Joint Leases other than wells
required to meet the offset and reasonable development obligations, and the express obligations under said Joint Leases, or wells necessary in
order to prevent the expiration or termination of any Joint Lease, it shall give ten '(10) days' written notice of its intention to commence
operations for the drilling of the well to each of the Non-Operators, and should eny Non-Operator or Non-Operators notify Operator, within
five(63- days of the mailing to it or them of the notice, that it vr they do not desire to participate in the cost and expense of drilling, com-
pleting and equipping the well, the costs and E_xi;er_lseg thereof | shall be barne by the Operator and the Non.Operators, if any, not giving the
fiotice,- each bearing that portion of the cost which its interest in the Joint Leases bears to the total of the interests therein of Operator and
Non-Operators participating in the dnl!]gg of the well; and if all' Non-Operators give such notice, Operator may drill, complete and e%ui the
well at Operator’s cost and expense; provi ed, however, before any Non-Operator w(-;ho elects not to participate in the cost and expense of n‘ﬂing,
completing, end equipping the well shall be entitled 1o ‘any portion of the production therefrom Operator and the Non-Operators, if any, who
participate in the cost of drilling, oomﬁletmg and equipping the well shall have the right to receive and shall receive currently out of the net
proceeds of the sale of the portion of the production from the well belonging to each Non-Operator who does not participate in' the cost and
' expense of drilling, completing, and equipping the well, double thé amount of that portion of the cost which wouﬁi have been borne by the
non-participating Non-Operator, under:the provisions hereof, Had it participated in such cost and expense. The proceeds of the sale of the

i specified portion of the production shail be allocated between Operator and Non-Operatars, if any, who participate in the drilling of the well

i n proportion to their interest in the Joint Leases. The cost of opersting such well or of yeworking samg shell be borne by the Joint Account.
; If the well is a dry hole, tho salvage therefrom shall be owuned by the Operator and Non-Operators, if any, participating in tao drilling there-

of in proportion to their seversl interests in the Joint Leases,

o
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. Operator shall have the right itself to drill or all wells drilled at the expense of the Joint Account, or to let the drilling theref to

a responsible coritractor. Should Operator elect to drill any well itself, it may either charge the Joint Account with the actual cost of drilling

and equipping the well, in accordsnce with the provisions of Exhibit “B,” or may itself pay the actual cost of drilling the well and chnrge

1o the Joint Account, as the cast of drilling, an amount equsal to the contract price per foot and for day work for drilling the well on the basis

(/) of the contract price per foot and for day work prevailing in the immediate area, or which may be ogmined from a responsible drilling ‘con-

I\ tractor, at the tine the well js drilled. In either event, the cost of equipping the well shall be on the basis provided for in Exhibit “B,” hcreto

attached. Operator shall notify Non-Operators, in writing, prior to the commencement of operations on any well drilled at the expense of the

\ Joint Accoynt, which Operator drills itself, as to whether Operator will driil the well on the basis of actual cost or on a contract basis, and if

5 on a contract basis, the notice shall state the price per foot and for day work. If the Non Operators do ot object in writing to Operator within

i 75" h-ve—({’) days of the notice, it will be conclusively considered that the price per foot and for day work stated in the notice is satisfactory. Should

g ;5 Non-Operators, or any of tl:em. object in writing within said five {5) days to such price per foot and for day work, then, if Operator and Non-

erators cannot sgree upon the price to be charged, such price shall be determined Ly arbitration in accong;nce with the provisions of Section

X\ 15 hereof. When cost (‘f the well drilled by Operator is charged on the contract basis, Operator assumes all risks in connection with the drilling

of the well which would customarily be assumed by an independent contractor had the drilling of the well been let to an independent  con-
tractor, except-that-Operator- shell-not-essume any-loss,: risk, damage or -liability ‘resulting from :the-well -blowing out;- cratering, or -riinnin
wild, except injury to Operator’s equipment and to Operator's agents, servants and employees; but all loss, risk, damage or liabilily rot-assum

by-Operator-shell-be—borne-by-the Joint Account. Where the cost of the well drilled by Operator is not charged on a contract basis, but on the
basis of actual cost, Operator assumes noiie of the risks incident to the drilling of the well, but the risks shall be borne by the Joint Account.

6. MARKETI
other minerals 'p

to the rsmiv"e

NG OF PRODUCTS: ~_ Subject to the provisions of Section 7 hereof, Operator is given authority .to market all oil, gas and
. oduced from the Joint Leases and: accruing to' thé parties héreto; and, upon the sale of same, the piirchasér thereof sholl pay
i , parties hereto the proceeds of sale in proportion to edch respective party's interest in the oil, gas or other niinerals produced;
i howerver, should any Ndn-Operator hereunder beé in arrears.in i ments to Operator as herein provided, Operator. shall have the
g right upon demarid to receive from the pirchaser of the production’s Neon-Opérator’s portion ‘of ‘the proceeds, ‘anid ‘apply the proceeds on

amounts in arrears. In this connection, it is specifically understood that each of the parties hereto will sign the usual customary division order
or orders covering its respective portion of the production and warranting its title thereto. Subject to the provisions of Section 7 hereof, Oper-
ator, if it desires to do so, but without any oblisgtiofi so to dn, may take all the cil, gas and other minerals produced from the Joint Leeses,
and’in such event it shall credit of pay each Non-Operator for its interest therein as follows: ) i

?) On oil, the current posted field s;.-ice of Operstor, per barrel of 42 U. S. gallons each, for crude oil of like grade and quahty pre-

vailing for the field where produced on thé date of respective runs to pipe line; provided, however, should Sentor not post a price for oil
prodmugced in said field, theqpthe average of the current field prices per tml, of 42 U. S. gallons each, posted for crude oil of like grade and

- quality for said field prevailing on the respective dates on which runs are made t0 Pipe NI Of it )
and :

or their successors, or stuch ones of said companies or their successors as may be purchasing oil in the field where the premises are located and
posting field prices therefor, ‘

{b) For natural gas or other gaseous or vaporous substance produced from the Joint Leases and used by Operator for the extraction
.of gasoline or other products, the current imarket value at the wells of sich Non-Operator’s interest therein, the natural gas®or other gaseous
or vaporoiis substance to.be measiired and’ the inarket value to be determined in a manner then prevailing in the ikdustry. Each Non-Operator
cover the sale of its interest'in thé natural gas or other gaseous or vaporous substance so utilized by Operatcr.

{c) For gas of any kind when not used for the extraction of gasoline or other product by Operator, each Non-Operator’s proportionate
part of the market value thereof at the well. ‘ . _

(d) For other minerals, each Non-Operator’s proportionate part of the reasonable market valus thereof at the well or mine.

‘Operator may apply the proceeds accruing to nny"Non-Opefnwr from the sale of its interest in the production from ‘the Joint Leases on
or may 8 )

_its indebtedness Operator incurred under the provisions hereof.

7. TAKING PRODUCTS IN KIND: Despite the provisions of Section 6 above, each Non:Operator, at its_election, after giving
Operator written notice of'its intention so to do, shall have the right and privilege of receiving at any time in kind its portion of the
oil, gas and nther minerals produced #nd saved from the Joint Leases, Such production shall be delivered to the Non-Operator involved
into the pipe line or lines to which the well or wells on the Joint Leases may be connected or into storag¢ tanks furnished by the Non-
Operator. Each Non-Operator shall bear any extra expense incurred by Operator in delivering in kind Non-Operator's portion of the
production from the Joint Leases.

- 8, INSURANCE—COMPLIANCE WITH LAWS AND REGULATIONS: Operator shali carry Workmen's Compensation insurance on
its employees engaged in the joint operations, and in conducting operations hereunder shall comply with the Fair Labor Standards Act and all
other applicable Federal and State laws, and applicable rules and regulations of Federal and State governmental agencies having jurisdiction.

" 9. NON-OPERATORS' RIGHTS AND PRIVILEGES: Esch Non-Operator shall have the following specific rights and privileges:

! (=) Access to the Joint Leases at all reasonable times to inspect the operations hereunder.

g (b) The right to irispect the logs, samples, and cuttings from any and all wells drilled hereunder and to receive copies of the logs.
(c) The right to. in and aodit at all reasonable times the Operator's books, records and invoices pertaining to any matter of

a ting arising h m‘ .,.‘ ’ A
10, .LIABILITY OF PARTIES; The Joint Leases shall not be operated hereunder as a partnership venture, and the liability of the parties
: hereunder shall be several and not joint or collective. Each party 1 be responsible only for its bbﬁgatiom as set out herein and shall be
i lisble ¢nly for its proportionate share of the cost of operation hereunder. Nothing herein shall be construed as an l’xﬁmem or transfer of
i the leases or an interest therein as between the parties hereto. Operator shall use reasonable diligence to pay all payable under the
lesses which Operstor is required to pay hereunder, but Op: shall not be liable in damages to Non-Operators or any of them for failure

to pey promptly end properly anyrenni ntal payable under such leases.

11. RIGHT OF PARTIES TO-WITHDRAW OR ASSIGN: Any party hereto shall have the right, at any time when it is not indebted in
any emount to s e proyisions hereof and when there is not existing to suy lessor or lessors or their succesesis in interest
sny obliga any further drilling upon _the leases affected by this contract, to be relieved of all unaccru ’od'obl'g:liml under this agree-
ment by assigning to the other parties hereto in p ’ﬁurﬁon to the intérests then severally held by them in the Joint Leases all of the interest
of the party desiring to be relieved of unaccrued obligations in and to the Joint Leases, free and clear of sll liens and encumbrances and

- relinquishing all of its rights hereunder. Should the other parties desire not to accept an assignment, they shall join with the &cny’ desiring
to relieve itself of unaccrued obligations in releasing the Joint Leases. If the other parties desire to accept an assignment, they shall have the
right at their election either to: -

(a) Purchase the interest of the withdrawing party in all casing, material, equipment, fixtures and personal property belonging to
the Joint Account at its fair secondhand value, less the cost of salvaging same; or .

(b) Retain such casing, material, equipment, fixtures and personal property and pay to the withdrawing party five per cent (5%)
per annum on the value of the casing, material, equipment, fixtures and personal property, which value shall be the depreciated value
from year to year, less the estimated cost of recovering the casing, material, equipment, fixtures and personsl property, and, ‘when the
leases are finally abandoned, deliver 1o the withdrawing party its part of the material, casing, equipment, fixtures and personal property; or

() Deliver to the withdrawing party an emount of casing, material equipment, fixtures, and personal property of like kind as that
retained and of a value equivalent to the interest of the withdrawing party in the casing, material, equipment, fixtures. and personal
property involved less the cost of salvaging them. .

A IR AN 33 st e 1

Each party hereto owning an undivided interest in the Joint L eases waives any and all ri%ilu it may have to partition the Joint Leases
and have set aside o it in severalily its undivided interest therein. Before the sale, by any party hereto of its interest in the Joint Leases, or
any of them, the other parties hereto shall: be given-the refusal thereof at the price offered in good faith by a third party, and shall have the
preferred right to purchase.st the price stated, which right shall be exercised within five (5) days after reecipt of written notics of the offer
made by a third party, Should more than ona party hereto exerciss tha preferred right to purchase, the inlerest in the Joint Leases shall be
assigned to them in proportion to their several intorests than held in 1lin Joint Teason. ‘This provision shall not apply in the avent of salo 10 a
:;llm:l‘ml vl. |hﬂ.llmh-|l lm‘ successor comipany of sy party heeto, o 0 Vha sale by o praty bt of s intaest in tha Foim 1 eases as o part of

1 sate b all e poels, -

18 MESIGNATION OF OPERATURRAND APPOINTMENT OF $UCCESSON:  Should Uperntor or any _successor opevator hereinyler
i dissolve, liquidate or terminate its corporate existenco or scll or other wise  dispose of its interest in the Joint Leases it shall thereupon cease
| to be Operator hersunder. Operator or any successor operator may resign its duties as Oporetor hereunder with the consent of the majority
i in interest of the parties hereto. Should Operator or any successor oper ator, for any cause ceaso 10 bo Operator hereunder, the parties hereto
(including the successor or successors In interest of Operator) by vote of the majority in interest of the parties shall elect and desigriate another

B : agrees upon. demand of Operator from time to time to execute and deliver to Operator the form of division order then in use by Operator to

e e iy 43 e s




é\(“

75" upon five () days' written

)5

Operator from among the parties hereto to act as rator hereunder, provided if there are only two parties to this contract and their interests
are equal the Non-Operator shall have the right and option to become OPerator. Should Operator or any successor operator hereunder resign
as Operator, its'rights, titles and interests in the Joint Leases shall be unaffected by such resignation and that party shall thereupon become one
of the Non-Operators hereunder and shall thenceforth be bound by the terms and provisions hereof as a Non-Operator. Any party hereto
designated as Operator to succeed the Operator herein named shall therevpon succeed te all the duties, powers, obligations, rights and author-
ity given to the Operator herem.named with respect to all operations of every kind thereafter coniducted on the Joint Leases for developing and
managing the leases and p! , treating, handling and marketing of cil, gas and other minerals therefrom, as well as the payment of
rentals, royalties, taxes and other charges which may arise or become due in connection with operations.

_..13. FCRCE MAJEURE: In the event of any party hereto being rendered unable, wholly or in part, by force majeure to , out its
obligations under- this contract, other than the Obli&;_goﬁ to m!.k_e;ments‘oimﬁddnu_dﬂ_heteunder,.itgﬂagreed t.li:t upon su"cz party's

giving notice and reasonably full “pariicilars of force majenre in writing or by telegraph to the other parties hereto within a reasonable time
:ét.elxl' btl;e‘::;tenﬁe;c% of thethc:ugn;_enlied'ppézfx, then thbeili obligations of I:he Fany giving tﬁe notice, so far as they are aff;cted by force majeure,
uance used, iod; j

a8 possible be remedied with o]l reasone bl dci' sp:lt!cyh.m. ty o0 cu ut for no longer period; and the cause of the force majeure shall so far
The term “force majeure"” as employed berein shall meen acts of

des, irisurrections, riots, epideraics, landslides, lightning, ear

dx;tuqunm e[xglo‘s_t ns, breakage or ié‘éiglei';’; 0.
- Py ‘n ! '

God, strikes, lockouts or other industrial disturbances, acts of the public .

quakes, fires, storims, floods, wasbouts, arrests and restraints

tons, ! age or accids ychinery ‘o lines ‘of pipe, freézing of wells or lines of pipe, :

‘any other causes, whether of the kind herein enumerated of otherwise, not reasonably within ‘
9. term shall likewise iviclude (a) in those instances where any. party hereto is required to
e Tol y ; s o1 licenses to enable it to fulfill its obligations hereunder, the inability of the perty to scguire

or the delays on the part of the party n acquiring, at reasonablé cost and after the exercise of reasomable diligence, the servitudes, right of !

v;ay grants, permits or licenses; and (b) in those instances where any party hereto is required to furnish materials znd supplies for the purpose :

3d constructing ‘or . maintaining facilitics to énable the party to fulfill its obligations hereunder, the inability of the party to acquire, or
t.he.iy;'n‘l:li‘ligeomed the l::ﬂy in acqu:{:n%, ln! reasonable cost fnm‘l a:‘ter the exeonf:ise' of regisonable diligence, the mnftexiab and supplies aald
party secure, or the delays in securing, after the exercise reasonable diligence, permission from an vernmen

agency to use materials and supplies which thie party may have in its possession. e v & :
-~ It is undérstood and agreed that the settlement of strikes and Jockouts shall be entirely within the discretion of the party having the
gllgiﬂﬂ. , and that the above mentioned requirement that any force majeure shall be remedied with all reasonable dispatch shall not rﬁmn

"hm@e":h:fmvwmb!lmdmcﬁthedmnndudoppodngpumwhenmchcmxrni:inadvinbleinthediacnﬁm the

14. NOTICES: All notices herein provided for shall be mailed or sent to Operator at... DAL1A8, Texas

R

obtain eervitudes, right of way gratts:

and to Non-Operators as follows:
o T, Frank Stringer P.0.Box 3037, San Angelo, Texas 7690, B

Suite 8, Medical Arts Bldg.,San Angelo,Texas 76901

XA Ui

.. Dre. James C. Womack
. Edwin S, Mayer, Jr. P.O. Box 1741, San Angelo, Texas 76901

. J. A, March III 2509 Nasworthy Drive, San Angelo, Texas 76901

Guy A. Swartz  P.O. Box 3037, San Angelo, Texas 76901
at - C
“ |
. SO and §

15. ARBITRATION: Isi

e - of disagreemen |iemtxons hereunder which cannot be settled amicably, then,

RORE it P Ak g B R O R R Y e T TR O

board of three arbitrators.. Non-Operators agree to appoint one erbitrator; and Operator agrees to appoint one arbitrator. Such ‘sppointments

shall be made within ten. (10) days after the notice is given. Should either Operator or Nom-Operators fail or. refuse to appoint an arbitra-

tor_within the time specified, the party or parties hereto appointing an-arbitrator, upon -five -(5) days' written notice to the’ party or parties

failing or refusing to appoint an'erbitrator, may spply 1o the person who is the judge then semior in office of the District Court of the United
eral court of similar jurisdiction for the appointment of

such second arbitrator,:and in such case the person 80 appointed. shall act a3 a second oT y

by the two so appointed. All isinterested practical oil operators. Pending a decision of the board of arbitrators, the

ies hereto shall reniain bound by the express terms hereof. and all decisions rendered by a majority of ths board of arbitrators shall
parties heveto, and adjustments be made in conformity with their award.

16. TERMUnless tenmnated by agreement of all parties heren, this contract shall continue in force and effect as long as the Joint Leases,
or_nnyohheng,ren_nininforcemdeffect.
17. PARTIES BOUND: This contract shall be binding upon the parties berato and their heirs, successors and assigns. All parties hereto
are referred to in the neuter gender, 73 ‘
EXECUTED in..GUplicate originals this the—.......day of _PUGUSE LA D 1902

Rsl\smtuofAm’eriu having jurisdiction for the the Southern District of Texas or any federal c ' s
 Southern Distaict of arbitrator, The third arbitrator thall be chosen promptly

NON.OPERATORS

DALPORT OIL CORPORATION

BY ). ol

orEpATOR
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STATE OF NEW MEXICO

Wt e et

COUNTY OF CHAVES

EXHIBIT "A"

Landa covered by Joint Operating Contract dated
July 25, 1973, between J. Frank Stringer et al and
Dalport 01l COtpout.ion are u follows:s

Townahip 12 South,, Range 31 ant. NMPM

Section 17 Eagt 1/2
oonuinxng 320 ae:«. wore ox uu

.
>

[




% NI

PR N

; N [ RN MW
e N Recommended the
M= 601 ROSS.MARTIN COMPANY Council of Pottobum
TULSBA, OKLAHOMA 7410} Accountonts Socleties of
North Americo

EXHIBIT " B"

Attached to and made a part of .. Joint ope:ating.(:on:zmhm
eocporoeien—datcd .mly -25.»4973

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS
1. Definitions .
“Joint Account” shall mean the account showing the charges and credits aceruing because of the Joint Operatioris
and which are to be shared by the Parties.
“Joint Properti"’ shall mean the real and personal property subject to the agreement to which this Accounting
Procedure is attached.
“Joint Operations” shall mean all operations necessary or proper for the development, operatwn, protection and
maintenance of the Joint Property. :
“Operator” shall mean the party designated to conduct the Joint Operations
“Non-Operators" shall mean the parties to this agreement other than the ‘Operator.
“Parties” shall mean Operator and Non-Operators.
“Material” shall mean personal property, equipment or supphes acqun'ed or held for use on the Joint Property

" “Controllable Material” shall be defined as set forth under the subparagraph selected below:

A, [)a Material which at the time is so classified in the Material Classmcatxon Manual as most recently rec-
ommended by the Council of Petroleum ‘Accountants Socxetles of North America.

B. [] Material whxeh is ordinarily so ;classxﬁed and controlled by Operator in the conduct of its operations.
List shall be furnished Non-Operators upon request.

2. Statements and Billings
" Operator ‘shall bill Non-Operators on or before the last day of each month for their proportionate share of costs
and expenses for the preceding month. Such bills will be accompanied by statements reflecting the total charges
and credits as set forth under the subparagraph selected below:
A. [X) Statement in detail of all charges and credits to the Joint Account.
B. [] Statement of all charges and credits to the Joint -Account, summarized by appropriate classifications
‘ indicative of the nature thereof. »
Cc. K1 Statement of all charges and credits to the Joint Account, summarized by appropriate classification
indicative of the nature thereof, except that items of Controllable Material and unusual charges and
credits shall be detailed.

3. Advances and Payments by Hon-Operators

e Non-Operators

Each. Non—Operator shall pay its proportion of all bills within fifteen ( 15) days after receipt. If payment is not
.made within such time, the unpaid balance shall bear interest monthly at: ‘the rate of ten per cent (10%) per annum
or the maximum contract rate permitted by the applicable usury ‘laws in’the state in which the Joint Property is
located, whichever is the lesser.

4. Ad;ustments

Payment of any ‘such bills shall not prejudice the right of any Non-Operator to protest or-‘question the correctness
thereof; provided however, all bms and statements rendered to Non- Opesrators by Operator during any calendar
year shall conclusively be presumed to be true and correct after twenty-four (24) months following the end of
any such calendar year, unless within the said twenty-four (24) month: period a Non-Operator takes written
exception theretoc and makes claim on Operator for adjustment. No adJustment favorable to Operator shall be
made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of the Joint Property as provided for in Section VII. ‘

5. Audits

A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit
Operator’s accounts and records relating to the accounting hereunder for any calendar year within the twenty-four
(24) month period following the end of such calendar year; provided however, the making of an audit shall not
extend the time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph
4 of this Secticn 1. Where there are two or more Non-Operators, the Ndn-Operators shall make every reasonable
effort to conduct joint or simultaneous augdits in a manner which will result in a minimum of inconvenience to the
Operator. Operator shall bear no portion of the Non-Operators’ audlt cost incurred under this paragraph unless
agreed to by the Operator. :

8. Approval by Non-Operators

Where an approval or other agreement of Non-Operators is expressly req'ured under Paragraphs §5A, 5B, 6A and
8 of Section II, Section III, Section V, Section VI, and Paragraph 4 of Section VII, of this Accountmg Procedure and
if the’ agreement to which this Accountmg Procedure is attached contains no contrary provxsxons in regard thereto,
the Operator shall notify all Non-Operators and the agreement or approval of a majority in interest of the Non-
Operators shall be controlling on' all Non-Operators.
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S : . DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

1. Rentals and Royalties
Lease rentals and royalties paid by Operator for the Joint Operations,

2. Labor
A. (1) Salaries and wages of Operator's employees directly employed on the Joint Property in the conduct of

Joint Operations.

(2) Salaries of first-level supervisors in the field if such charges are excluded from overhead rates in Option
A of Section III.

(3) Salaries and wages of technical employees temporarily asslgned to and directly employed on the Joint
Property if such charges are excluded from overhead rates in Option B of Section III. :

(4) Salaries and ‘wages of technical employees elther temporarily or permanently assxgned to and du'ectly
employed in the operation of the Joint Property if such charges are excluded from overhead rates in
Option C of Section III.

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary “allowances paid to
the employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this
Section II and Paragraph 1A of Section III; except that in the case of those employees only a pro rata por'uon
of whose salaries and wages are chargeable to the Joint Account under Paragraph 1A of Section III, not more
than the same pro rata portxon of the benefits and zllowances herein’ provided for shall be charged to the Joint
Account. Cost under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage
assessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section II and Paragraph 1A of Section III. If percentage assessment is used, the rate shall be based on the

Operator’s cost experience.
C. Expendxtures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator’s labor cost of salaries and wages chargeable to the Joint Account under Paragraphs .
2A and 2B of this Section II and Paragraph 1A of Section IIL
D Reasonable personsl expenses of those employees whose salaries and wages are chargeable to the Joint Ac-
count under Paragraph 2A of this Section II and for which expenses the employees are reimbursed under
Operator’s usual practice.

3. Employce Beneﬁts o
Operator s ‘clifrent cost of established plans for employees group life”insurance; hospitalization, pension, retire-
ment, stock purchase, thrift, bonus, and other benefit’ plans of ‘a like nature; applicable to Operator’s labor cost
chargeable to the Joint’ Account under Paragraphs 2A and 2B of this Section II and Paragraph 1A of Section III
shall be chargeable as indicated in the subparagraph selected below:
A. [ ] Operator’s actual cost.
B. [}a .Operator’s actual cost not to exceed fifteen per cent (15%).

4. Matenal
Matenal purchased or furnished by Operator for use on the Joint Property as provided under Section IV. So far
as it is reasonably practical and consistent with efﬁcxent and economical operation, only such Material shall be
purchased for or transferred to the Joint Property as may be required for immediate use; and the accumulation of

surplus stocks shall be avoided.

5. Transportation

Transportation of employees and Material necessary for the Joint Operations but subject to the following limita-

tions:

A, I Matenal is. moved to the Jomt Propetty from the Operator’s warehouse or other properties, no charge shall
be made to the Jomt ‘Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point where like material is normally available, unless

: agreed to by Operator and-Non-Operators.

B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall bé made to the
Joint: Account for a distance greater than the distance to the nearest reliable supply store, recognized barge
terminal, or railway receiving point unless agreed to by Operators and Non-Operators. No charge shall be made
to the Jou_at Account for moving Material to other properties belonging to Operator, unless agreed to by Operator
and Non-Operators.

C. In the apphcatlon of Subparagraphs A and B above, there shall be no equalization of actual gross trucking
costs of $100 or less.

6. Semcec

A. The cost of contract services and utilities procured from outside sources other than services covered by Para-
graph 8 of this Section II and Paragraph 1B of Section III. The cost of professional consultant services shall
not be charged to the Joint Account unless agreed to by Operator and Non-Operators,

B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV.

1. Damages and Losses to Joint Property
-All costs or expenses necessary for the repair or replacement of Jomt Property made necessary because of damages
or losses incurred by fire, flood, storm, theft, accident, or other cause, except to the extent that the damage or loss
could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall
furnish Non-Operators written notice of damages or losses incurred as soon as practicable after a report thereof
has been received by Operator.

8. Legal Expense

All costs and expenses of handling, investigating, and settling litigaticn or claims arising by reason of the Joint
Operations or necessary to protect or recover the Joint Property, including, but not limited to, attorney’s fees,
court costs, cost of investigation or procuring evidence and amounts paid in seitlement or satisfaction of any such
:litigation or claims; provided, (a) no charge shall be made for the services of Operator’s legal staff or other reg-
‘ularly employed personnel (such services beéing considered to be Administrative Overhead under Section III),
unless agreed to by Operator and Non-Operators, and (b} no charge shall be made for the fees and expenses of
-outside aitorneys unless the employment of such attorneys is agreed to by Operator and Non-Operators.

9. ‘Taxes
‘Al taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the

Partles.
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11. Other Expenditures

- tion II.or by combining all three of said items under the rates provided for in Paragraph 2 or 3 of this Sectlon III,
. as indicated next below: .

" The eost and expense of services from outside souices in connection with matters- of taxa’uon traffic, accounting or

:_in the above selected Paragraph of this Séction III unless such cost and expense are agreed to by Operator and Non-

/& rata po 'on of the cost of maintaining and operating a production office known as Operators ........ Lieerearann

~ -

e 1S

Net premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties.

In the event Joint Operahons are conducted in a state in which. Operator may act as self-insurer for Workmen's
Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election, include
the risk under its self-insurance program and in that event, Operator shall include a charge therefor on the follow-

ing basis:

Any other expendnture not covered or dealt with in the foregoing provisions of this Section II, or in Section III,
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations.

II. INDIRECT CHARGES

Operator may charge the Joint Account for indirect costs either by use of an allocation of district- expense 1tems plus
the rate for administrative overhead, and plus the warehousing charges, all as provided for in Paragraph 1 of this Sec-

OPERATOR SHALL CKARGE)NDIRECT COSTS TO THE JOINT ACCOUNT UNDEFR THE TERMS OF: E
[ 1 Paragraph1l. (District Expense, Administrative Overhead and Warehousing) .
] -Paragraph 2. (Combined Rates - Well Basis)
[ ] Paragraph 3. (Combined Rates - Percentage Basis)

matters before or involving govemmental agencies shall be”consxdered as included in the overhead rates provided for

Operators as a direct charge to the Joint Account
THE OGVERHEAD RATB'S PROVIDED FOR IN ANY OF THE PARAGRAPHS SELBCTBD ABOVE
A, [7] shall k] shall not mclude salaries’ and personal expenses of first-level super\nsors in the field.
B. [ ] shall f¢] shall not include salanes, wages and personal expenses of téchnical employees temporanly as-
signed to and directly employed on the Joint Property.
C. [ ] shall K] shall not include salaries, wages and personal expenses of technical employees either tempo-
rarily or permanently assigned to and directly employed in the operation of the Joint
Property.
District Expense, Administrative Overhead and Warebousing /
nf

District Expense

perator shall charge the Joint Account with a pro: rata portion’’of the salarics, weages and- ewpences
rator’s p_rodu‘ctron superintendent and other employees serving the Joint Property and other pro Tties
of the Operator in the same operating area, whose time is not allocated directly to the properties, a pro

office located at or near
(or a comparaple office if locatlon changed), and necessary sub-offices (if any), mamtam g-for: the conven-
ience of the abbye-described ofﬂce, and all necessary camps, including housing. facilitips” for employees ‘if
required, used in ® mnnection with the operatlons of the Joint Property and other ppoperties in the same

- operating area.” Thesgxpense of, less any revenue from, such facilities may, at the optfon of Operator, inciude
depreciation of investmient or a fair monthly rental in licu of depreciation. Such g¢ifarges shall be apportioned
{0 all properties served oh some equitable basis consistent with Operator’'s accgdnting practice.

B. Administrative Overhead
Operator shall charge admuustratxve verhead to the Joint Accoun t the following rates, which charge shall
be in lieu of the ‘¢cost and expense of all“effices of the Operator pot. covered by Paragraph 1A ‘of this Section
11, including salaries, wages and expensel\of personnel assigned to such offices. Such charge shall be in addi-
tion to the salaries, wages and expenses of employees of Opefator authorized to be charged direct as prowded
in Paragraphs 2 and 8 of Section II. Such charge shall be“made on the basis indicated below, either (1) well
basis or (2) percentage basis, at the rates shown thergdnder.

(1) [ ] Well Basis

RATE PER WELL PER MONTH

DRILLING WELL RATE
(Use Total Depth)

Wel Depth Eech Well First Five

PRODUCING WELL RATE
{Use Current Prcdvcing Depth)

Next Five

AH Welis Over Ten

(2) [ ] Percentage Basis
PERCENTAGE BASIS

Development: 7
......................... Percent ( %) of the cost of development of the Joint Property eMclusive of costs pro-

vided undep’Paragraph 8 of Section II and all salvage credits.
Operat

......................... Percent {( %) of the cost of operating the Joint Property exclusive of cdgts provided
ungér Paragraphs 1 and 8 of Section II, all salvage credits, the value of injected substances pu
g€condary recovery and all taxes and assessments which are levied, assessed and paid upon the
interest in and to the Joint Property.
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2. Combined Rates - Well Basis

[

Operator’s

C.
/&17 { ] Included indistrict expe
‘ [ ] No charge either direct or indirect

{ 1 Percentage basis

e : \ o
= ; \ e

\\
Operator shall charge the Joint Account for the services covered by Paragraph 1 of this Section III on the basis
indicated below:

RATE PER WELL PER MONTH

DRILLING WELL RATE , nowcmo WELL RATE
(Use Total Dapth) { (Use Cursont r.u.a-. Depth)
Well Depth Esch Well Fiest Five All Wells Over Ten
N v 1+ LS - $500.00C : 75,00 - - 73=00 79,00

S bined Rates Percent.geBurs
Operator shalt-alarge the Joint Account for the services covered by Paragraph 1 of this SectienrTIT on the basis
mdlcated beIOW‘
PERCENTAGE BASIS
A Deve10pment )
..................... . Percent (%) of the ; st_of ds ment of the Joint Property exclusive of costs pro-
vided under Paragraph 8 of Section II 3 11 sal cred1ts
B. Operating: \\

. Pevee ( %) ‘of the cost of operat!mg th\Jom y excluslve of costs prov:ded
under_Pareg aphs 1 and 8 of Section II, all salvage credits, the value of Hjeeted substances purchased for
; ndary recovery and all taxes and assessments wluch are levied, assessed amd~peid upon the mineral

interest in and to the Joint Property

4. Applrcahon of Adrguinistratx /6 Overhead or Cornblned Rates - Well Basis

The following limitation tructlorls and charges. shali "'ply in the application of the rates as provided under 7V
either Paragraph 1B (1) or Paragraph 2 of this SectloniIII

A. Charges for dnllmg wells shall begin on the date each well is spudded and terminate on the date the dnlhng or
completion rlgxls released, whichever is later, except that no charge shall be made during the suspension of

drilling operations for fifteen {15) or more consecutwef days

B. The status of wells shall be as follows: |
yducin; "gas wells, injection wells for recovery operatrons. water supply wells utrhzed for waterflood-
B i -calt water.disposal wp]le ‘shall.he cnnsgderod the same as nroducmg oil wells. = .

(2) Wells perma ,,tly shut down but on whxch pluggmg operations are deferred shill be dropped from the
well schedule at’ the time the shutdom is effected.! Any well being plugged or produced during any
portion of the month shall be considered as a producmg well for the entire month.

(3) Wells bemg pligged back, drilled deeper, converted to a source or input well, or which are undergoing
any type: of workover that requires the use of a dnllmg rig or workover rig capable of drilling shall
be consxdered the: same as: drilling wells

(4) _Temporarlly shut<down wells, which’ are not’ produced or worked upon for a. penod of « fiill calendar
month, shall not be:incliided in the well schedule, provrded -however, weils shut .in by govemmental
regulatory body shall be included in: ‘the well schedule only in the event the allowable production is
transferred to some other well or wells on the Joint Property. 'In the event of a unit allowable, shut-in
wells shall be counted in determmmg the charge hereunder for such month'if said wells contribute allow-
able prod..lctlon that’ is’ ’etually produced during such month from one or more unit wells as a result of
allowabletransfer, in n in the unit allowable or other circumstances, but the total shut-in well count
shall be limited to th minimum number of shut-m wells necessary to provide the contributed allowable

‘ actually produced durmg the month, .

(5) Gas wells shall be mc]uded in the’ well schedule 1fé dlrectly connected to a permanent sales outlet even
though tem 4ranly shut in due to overproductmn or failure of purchaser to takethe allowed production.

(6) Wells con"'f éted 'in muluple horxzons, shall be considered as a producing well for each separately pro-
ducing ho?i'lzon, providing each completion is consrdered a separate well by governmental or other state-
wide regulatory authority.

C. The well rates’for producing wells shall be applied to the individual "leases; provided that, whenever leases
covered by thls agreement ‘are operated as a unitized pro;ect the well rates shall be applied to the total
number: of producmg wells, irrespective of individual leases.

D. The well rates shall be adjusted as of the first day of April each year following the .effective date of the
agreement to which thlS Accounting Procedure is attachéd. The adjustment shall be comiputed by multiplying
the rate curréntly in use by the percentage increase or decrease in the average weekly earnings of Crude
Petroleum and Gas Production Workers for the last calendar year compared to the preceding calendar year
as shown by “The Index of Average Weekly Earnings! of Crude Petroleum and Gas Production Workers”
as published by the United States Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian
Index as pubhshed by the Dominion Bureau of Statxstlcs, as applicable. The adjusted rates shall be the
rates currently in use, plus or minus the computed adjustment.

5. App f Administrative Overhead or Combined Rates - Percentage Basis

ermining charges on a Percentage Basxs under Paragraph iB or—Paragraph 3 of this
de-all costs in connectlon with ¢ gdrilling, Geepening or any remedial
D g Crew and equnpment also, prehmmary expenditures

bandoning when well is not completed as a

p : nsion of fixed assets anc¢ any

BT pro;ect clearly discernible as a fixed asset, except MaJor Constructron as defin

Section III. All ofher costs shall be considered as Operatmg

Major Construction Overhead V

For the construction of compressor plants, water stations, secondary recovery systems, drilling and production

platforms, salt water disposal facilities, and other such projects, as distinguished from the more usual drilling

~
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and producing operations, Operator in addition to the Administrative Overhead or ComLmed Rates provided for in
Paragraph 1, 2 or 3 of this Secton III shall either negotiate a rate prior to beginning of: constructlon or shall charge
the Joint Account with an additional overhead charge as follows:

A. Total cost less than $25,000, no charge.

B. Total cost more than $25.000. but less than $100,000, ....... S % of total cost ;
. C. Total cost of $100,000 or more, .......... L I % of the ftirsi $100,000 plus ...... D N % of all over $100,000 : ‘
of total cost.

Tota) cost shall mean the total gross cost of any one project. For the purpose of this paragraph the component parts
of a single project shall not be treated separately and the cost of drilling wells shall be excluded.

7. Amendment of Rates

The specific rates provxded for in this Section III may be amended from time to time by, mutual agreement between :
the Parties hereto if, in practice, the rates are found to be insufficient or excessive. ’ t

i
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IV. BASIS OF CHARGES TO JOINT ACCOUNT : |

: i : |

Subject to the further provisions of this Section IV, Operator will procure all Material gnd services for the Joint '
Property At the Operator's opt:on, Non-Operators may supply Material or services for the Joint Property. 3 i i
. Purchases % o . e
Material purchased and service' procured shall be charged at the price paid by Operator after deductxon of all
discounts actually received. [ '

2. Material furnished from Operators Warehouse or Other Properties
A. New Material (Conditior "A”) i
TeXC pt lme pipe, shall be priced on a maximum carload: and/or barge load wexght basis B

regardless of quantity ‘transferred and equalized to the lowest prevailing' prﬁce f.0.b. railway receiving 1

point ‘or recognized barge terminal nearest the Joint Property where such Matenal is normnlly avail-

able effective at date of transfer.

(2) Lie pipe shall be pnced at_the current replacement cost effective at date of transfer from a rehable
supply - ‘store* nearest the Jaint: Property. where such Material is normally avmlable if the movement is
less than 3( 000 ‘ds 1f 'the movement is 30,000’ pounds or more, it shall ke priced on the same
basis as: casmg and tul;nng ‘under Subparagraph (1) of this. paragraph. ;

(3) When the Operator has equalized actual hauling costs as provided for in Paragraph 5 of Sectmn I,
Operator is permntted to include tén cents (10¢) per hundred-weight on all tubular goods furnished :
from his stocks in lieu‘of loading and unloading costs sustained. ;

(4) Other Material shall be priced at the current replacement cost of the same }kmd of Material, efiectnre
at date of movement’ and f.o.b. the supply store or railway receiving point nearat the Joint Property
where Material of the same kind is normally available, :

L (5) The Joint’ Account‘spall not be credited with cash discounts applicable to xgrxces provided for in this | |

Paragrapn '2 ot Section’ Iv. ‘ ' '

B. Used Matenal (Condition “B» and “C”™) %

(1) Material in sound afd serviceable condition and suitable for reuse thhout recondmonmg, ‘shall ' be

. classified as Condition “B” and priced at seventy-five per cent (75%) of the current price of new
Mate mal §
(2) Material which is not sultable for its original function untxl after recondltxomng shall be furmshed to
: the Joint Account under one of the two: methods defined below: l
(a) Classified as Condltlon “B” afnd pnced at seventy-ﬁve per cent (75%) of the current price of new
Material. The cost of reconditioning shall be absorbed by the Operator of the transferring property.

(b) Classified as Cond:{tlon “C” and priced at fifty per cent (50%) of curre%nt price of new Material.
The cost of reconditioning also shall be charged to the receiving proberty, provided Condition
“C” value, plus coa of reconditioning, does not exceed Condition “B” value.

(3) Obsolete Material or Materxal which cannot be classified as Condition “B” ior Condition “C” shall be
priced at a value commensurate with its use. Material no longer suitable for its original purpose but
usable for some other purpose, shall be priced on a basis comparable with’ that of items normally used
for ‘such other purpose {

(4) Material mvolvmg erectxon costs shall be charged at applicable percentege ofithe current knocked-down
price of new Material. ;

3. Premium Prices -
Whenever Material is not readlly obtainable at prices specmed in Paragraphs 1 and 2 of this Section IV because
of national emergencies, stnkesgor other unusual causes 6ver which the Operator’ has no control, the Opera?tor
may charge the" Jomt Account for the required Material at the Operator's actual cost incurred in procurmg such -
Material, in makmg it suitable for use, and in moving it to the Joint Property, provided, that notice in wntmg
is furnished to Non-Operators: of the proposed charge prior fo billing Non-Operators ffor such Matena! Each
Non-Operator shall have the .1ght by so electing and notifying Operator within 10 days after receiving notice
from Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to

: Operator.

i 4. Warranty of Material Furnished by Operator i

i Operator does not warrant the Material furnished. In case of defective Material, credlt shall not be passed

! to the Joint Account until adjustment has been received by Operator from the manufacturers or their agents,

5. Equipment and Facilities Furnished by Operator |

£ A. Operator shall charge the Jomt Account for use of equipment and facilities atirates commensurate with
cost of OWnershxp and operatzon Such rates shall include cost of maintenance, repaxrs other operatmg
i expense, insurance, taxes, depreciation, and interest on investmrent not to exceed six per cent (6%) per
annum, provided such rates shall not exceed those currently prevailing in the immediate area within which
the Joint Property is located In lieu of rates based on costs of ownership and operatlon of equipment, other
than automotive, Operator may elect to use commercial rates prevailing in the area of the Joint Property
less 20%; for automotive equipment, rates as published by the Petroleum Motor Transport Association
may be used. Rates for laboratory services shall not exceed those currently prfevailing if performed by
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outside service laboratories, Rates for trucks, tractors and well service units may include wages and ex-
penses of operator,

B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge,
C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

V. DISPOSAL OF MATERIAL -

The Opeérator may purchase, but shall be under no obligation to" purchase, ‘interest of Non-Operators in surplus ;
Condition “A” or “B” Material. The disposition of surplus Controllable Material, not purchased by Operator, shall
be agreed to by Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk and
; scrap Material either by transfer or sale from Joint Property. _
| 1. Material Purchased by the Operator or Non-Operators.
Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account
! for the month in which the Material is removed by the purchaser.
: 2. Division in Kind :
Division of Material in king, if made between Operator and Non-Operators, shall be in proportion to the respective
interests in such Material.: The Parties will thereupon be charged individually with the value of the Material
received or receivable. Proper credits shall be made by the Operator to the Joint Aeccount.

3. Sales to Outsiders , . , ‘
Sales to ‘cutsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the
net amount collected by Overator from vendee. Any claim by vendee related to such sale shall be charged back

to the Joint Account if and when paid by Operator.

V1. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

! Material purchased by either Operator or Non-Operators or divided in kind, unless agreed to by Operator and Non-
- Operators shall be priced on the following basis:
1. New Price Defined . : ,
i Nevi price as used in this Section VI shall be the price specified for new Material in Section IV.
"~ 2. New Material -
New Material (Condition “A”), being new Material procured for the Joint Property but never used, at one
hundred per cent (100%) of current new price (plus sales tax if any).
3. Good Used Material ’
Good used:Material (Condition “B”), being used Material in sound and serviceable condition, suitable for reuse ° i
without reconditioning: . , - :
A. ‘At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or .
B. ‘At sixty-five per cent (65%) of current new price if Material was originally chsrged to the Joint Account
as secondhand at seventy-five per cent (75%) of new price, :
4. Other Used Material
Used Material (Condition “C”), at fifty per cent (50%) of current new price, being used Material which:
A, Isnotin _sound”and serviceable condition but suitable for reuse after reconditioning, or
B B. Is serviceable for original function but not suitable for reconditioning.
= | 5. Bad-Order Material 4
: Material (Condition “D”), no longer suitable for its original purpose without excessive repair cost but usable for '
some other purpose at a price comparable with that of items normally used for such other purpose.
6. Junk Material
Junk Material (Condition “E”), being obsolete and scrap Material, at prevailing prices.
7. Temporarily Used Material
When the use of Material is temporary and its service to the Joint Property does not justify the reduction in
price as provided for in Paragraph 3B of this Section VI, such Material shall be priced on a basis that will leave
a net charge to the Joint Account consistent with the value of the service rendered. :
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VII. INVENTORIES

The Operator shall maintain detailed records of Controllable Material.

1. Periodic Inventories, Notice and Representation : §
At reasonable intervals, inventories shall be iaken by Operator of the Joint Account Controllable Material. i
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any . :
inventory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of .
Non-Operators to be represented at an inventory shall bind Non-Operators to accept the inventory taken by
Operator.

9, Reconcilintion and Adjustment of Inventories
Recdnciiiation of inventory with the Joint Account shall be made, and a list of overages and shortages shall be
furnished to the Non-Operators, - Inventory adjustments shall be made by Operator with the Joint Account for
overages and shortages, but Operator shall be held accountable to Non-Operators only for shortages due to lack

of réasonable diligence.

3. Special Inventories » u

Special Inventories. may be taken whenever there is any sale or change of interest in the Joint Property. It.shall ;

& be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest ;
HE takes place. In such cases, both the seller and the purchaser shall be governed by such inventory.

3 4. Expense of Conducting Periodic Inventories »
: The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by

Operator and Non-Operators.

— —
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EXHIBIT “C*

Attachod to and made a part of that certalin Operating Agreement
dated_July 254873 . batwaen Dalport. ;; Coxporation

as Operator, and __J, Frank Stringer et al

ag Non-Operator, Oporatox shall at all timu during the texrm
of thie Agreenent, carry xnauraneo to protect the parties hereto
as follows:

1. Workmen's Compensation and occupational disease insurance
as required by the laws of the state or states in which
operatione will be conducted and employer‘'s liability
incutance with a limit of not less than $100, 000.

2. CQmpre'hensive ganeral pub].ic uabu‘ty Lnsurance. excluding

: producta liability inaurance. with limits of not less thans
'$;00 000 applicable to bodily injury, sickness or death of
any one person and $300.000 for more than one person in any
" ‘one accident, and $100,000 for loss of or dawage to property

in any one accident and $100,000 aggregate limit applicable -

to all loss of or damqo to propexty auring the policy
' pe:iod.

3. Automobuo public liabuit.y insurance covoxinq all suto-
wotive equipment used in perforwance of work under this.
Agx'eement with limits of not less thani : §100,000 applieabln
to bodily injury, aicknesa or death of an; one person and
$300 000 for more than one person in any one accident, and
$50,000 for loss of or damagc to property in any one
aecidont.

If automotive equipment uwned is owned excluoi.vely by
Operator, no charge will be wade to the Joint Account for
prewiums for this coverage except as provided in Swtion
I\h Paxag:aph 5 of the Accounting Procedure.

o300




‘BRIAN W. COPPLE

LAW OFFICES OF

JENNINGS, CHRISTY & COPPLE /’7» /0
JMES T.JENNINGS 1012 SECURITY NATIONAL PANK IUILDING )
sSiM'B. CHRISTY ~™ P.O0.80X {180 ) :

ROGER L.COPPLE ROSWELL, NEW MEXICO 88201

ROéER‘I’ G. ARMSTRONG

June 22, 1973

{New Mexico 0il Conservation Commission
‘P. O. Box 2088
Santa Fe, New Mexico 87501
_Re: Order R-4553
fGéhtlemen:
We are enc1031ng herewith a copy of a letter from
our cllent Dalport 011 Corporation- to Reading & Bates

‘in accordance with your Oorderxr’ R-4553 attached to this
letter is Exhibit 2 in Case 4986.

Respectfully,

AJ’EI_\]NINGS, CHRISTY & COPPLE

BY.

g5t

TELEPNONE 6228432

: Aoy
7 S. B. Christy 275”

'sBC/jy
‘Encl.

cc: Dalport 0il Corporation
' (Mr. Lampert)

5
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DALPORT OIL CORPORATION

P
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June 19, 1973

Mr, R, C, Little
Reading § Rates .
1100 Philtower Building
Tulsa, Oklahoma 74103

Re: NMOCC Order #R-4553
Compulsory Pooling
E 1/2 Sec. 17, 12S-31E
Chaves County, New Mexico

Dear Sir:

In accordance with the above commission order, we are
enclosing estimated drilling costs of our proposed #1 Terra-

Federal, to be located approximately 2310' FNL and 1980' FEL,

Sec.. 17, 12S-31E. _As. record title owner of one half of the .
acreage under this 320 acre unit, you can Join in the dr111-
ing-of this well by paying to us or escrowing one half of
the drilling costs within 30 days of receipt of this letter.
Final payment will be in accordance with Order R-4553.

Your ‘acceptance or rejection of this request to join in the
drilling of this well should be in accordance with Order
R-4553 _

Very truly yours,

Leon N, Lamperf :
LML:chw
cc: Mr, Sim Christy IV

P. O, Box 1180
Roswell, New Mexico 88201

RSP S —
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 ESTIMATED DRILLING'COST
DALPORT OIL CORP. #1 TERRA-FEDERAL
' SEC. 17, 12S=-31E
CHAVES COUNTY, NEW MEXICO y
Drilling - Rotary Test i
Location and roads - 36,500 E )
2708 at s4.75/8e.  daes
3001 of 8-5/8" surface casing o ‘
at $2.70/ft. o 485
, Ceméntipg surface --200255> ‘ i: ,,,,, 700 :
; ‘ Mud and water '_5/ff/f//’i ' ‘. 800 B 3 T '_;
50' core and Tig time™ . o R -1,000. | B
1 DST ana'rig time . - , 1,000
Gémﬁa-s&hic log | 1,000
supervision - | 250 ‘_
" Miscellaneous - | 500 |
" Subtotal o | E R $ 25,060
‘_anfletion»~ . -<i
' Workover rig - 5 days S $ 2,100
" Anchors : - 250
Casi;ghead - used - 275
‘Tubinghead - used 219
Water o 250
2650' used 2-3/8 tubing at 85¢/ft 2,253
2700' new 4" J-55 at $1.6C/ft 4,320
Cemeﬁting long striﬁg, 275 sacks 1,000
Seating nippie, valfes, perforations 150
1000 gallon acid job ‘ 700
Sand;fracture, 20,000 gallons water, | v
. 25,000% sand 3,500
; Supervision | 250 ' ' ;
‘ Clean location ‘ 3090 %
Miscellaneous 500 %
Subtotal $k16,058 i
TOTAL $ 41,113 ;

Overhead - Combined Rate $500.00/drilling well;
$75.00 per month/well



LAW OFFICES
o OF
HORTON & WERNER
ATTORNEYS & COUNSELORS AT LAW
. 408 ORTIZ. N.E )
ALBUQUERQUE, NEW MEXICO 87108
z TELEPHONES 268.1611 OR 268.0825 (0 ,
ALBUQUEROQUE ASSOCIATE

"BenJAMIN K. HORTON » 4
KarL T. WERNER & QUINCY D. ADAMS

June 21, 1972

Mr, Emery Armold

O1il Corservation Commission
1000 Rio Brazos Road

Aztec, New Mexico

Re: Federal 2-1l Dakota Gas Well
New Mexico Lease Number 03384690
Froctional:Section H, T28N, RI3W
San Juen County, New Mexico

Deor Mr. Amold:

in reply to your request for five coples of Form C-104, Change of Operator for the abovae-
-nmlod well, | wish to advise you thet | already whmmod these forms fo Mr, Nutter in *

Sonia Fe. &n in cate they havs bsan w#ha&, ! om sbmitting o new origlnal and four |

.. We are awaiting the New Mexico Oil Conservation Commission's decislon to
amend Order ¥ R-1814 1o provide for the dissolution of the 344.28-acre. non-standard unit,
This unit comprises all of partial Section 1] plus Lot 4 and the SW/4 SW/4 or parﬂcl Scc-
tion 12, T28N, RI3W, Basin-Dakota Pool, Son Juan County, New Mexico. | have ap
plted for the creation of o 275.36-acie ma-lfondord unit comprising ol of partiol Sccﬁan
11 only to be dedicated fo my Fadoml well #2. This wos heard by Mr. Nutter, the ex-
aminer on May 9, 1973 as case 4968 ‘ ,

If you need any further Infomﬁon, pioase call me collect. As we have been working now
over six months frying to get the 2-If onfo production, | have also received my purchase -
contract from £l Paso Natural Gas ond the FPC, but | connot get U.5.G.S. opproval un~
til Order 'R-ISM has been omended.

“Your cooperation and ossisfcnca are upprbc!of_cd.

With kindest regards,

%ﬂmﬁﬁw

BK Hig
cc: Mr, Dan Nuttex

P.S. The U.5.G.S, gave my Famington operator oger'\'f’,"Mr. Doyle Baxter, a pemit to
rework this well, which we are now doing.

T
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JENNINGsS, CHRISTY & COPPLE

JAMES T. JENNINGS 1012 SECURITY NATIONAL BANK BUILDING TELEPHONE 822-8432
SIM'B.CHRISTY I¥ P.O.BOX 1180 Anea Coot 508
ROGER L.COPPLE

ROER L.COPPLE | ROSWELL,NEW MEXICO ?;JITNW [,\ /]r% \

ROBERT G. ARMSTRONG » Ju ly 17, 3 c \

OMNM
New Mexico 0il Conservation ComxsﬂbrﬁONS[RvAT:ﬁS\! cor

Sanfo
P. 0. Box 2088
Santa Fe, New Mexico 87501

!y E. {‘:1‘:‘ \1')
\s B e

Re: oOrder R-4553
E% Sec. 17, Twp. 12 S., Rge. 31 E.
Chaves County, New Mexico -

Gentlemen:

For your files we enclose herewith two letters, one from
Reading & Bates 0il and Gas Co. of July 11, 1973, and one from
J. Frank Stringer of July 12, 1973, relative to participation in
the drilling of a test well on the captioned pursuant to Order
R-4553, which is a compulsory pooling oxrder.

“As you will note, Reading s Bates have. elecbed to go_"non-
consent" for their 25% interest and J. Frank Strlnger, et ai,
have elected to pay their part of the drilling costs under the
submitted AFE for their 75%.

As the record will reflect, there is no evidence in the
Chaves County records of the interest of J. Frank Stringer, 100%
of the operating rights being shown as owned by Reading & Bates.
By carbon copy hereof we are asking Mr. Stringer to furnish us
the assignment of the 75% interest in these operating rights to
him and his co-tenants, together with evidence that the same has
been recorded in the County records and approved by the BLM.

We understand that our client Dalport is furnishing to
- Stringer, et al, the Qgpratlng_Agreement at an appropriate time,
and a copy will ke furnished to the Commission upon execution.

Respectfully,

JENNINGS, CHRISTY & COPPLE

SBC:pv By < T
cc: Dalport 0il Corporation /s, B. Christy IYC] —
{Dallas)

cc: Dalport 0il Corporation (Corpus Christi)
cc: Reading & Bates 0Oil and Gas Co.
“cc: J. Frank Stringer

ot g A i

A AL Erd e




J. FRANK STRINGER

Ol PROPERTIES
T P. O. Box 3037
. : SAN ANGELO. TEXAS 76901

PHONX 949.8300 - : JU1y ] 2’ ] 973 | E@Eﬁé%? .

: : JuL 18 KNB
Mr. Leon M. Lampert S
Da]port 0il Corporatlon - » OIlL CONSERVATION COM
1134 The 600 Building , _ : , Santa-Fe
Corpus Christi, Texas 78401 '

BOULKYARD e

RE: Dalport 011 Corporation No. 1
Terra-Federal, Section 17,
125-31E, Chaves County, N.M.

Dear Mr. Lampert:

I have contacted. my par;ners in regard. to joining Dalport in dr11]1ng and

7] Fegard 't well. They ‘have app ;

~esti rilling cost of $25 4g‘est1mated comp]etton‘cost of
$16;058 in connection with the dr1111n and completion of the subject we]].
They have stated that they will pay their prorata part. Qur partners and
their interests in this tract are as follows:

J. Frank Stringer P. 0. Box 3037, San Angelo, Texas 76901 15.625%

Dr. James C. Womack Suite 8, Hedical Arts Bldg., San Angelo, ' 6.25%
Texas 76901

Edwin S. Mayer, Jr. P. 0. Box 1741, San Angelo, Texas 76901  25.00%
J. A. March, III 2509 Nasworthy Drive, San Angelo, Texas 12.50%
Guy A. Swartz P. 0. Box 3037, San Ange1o,‘fexas 76901 15.625%

We understand that Reading & Bates who own 25% is riot joining in this venture
and will probably go under the penalty clause.

Please forward to us at the approprxate time the Operating Agreement for s1gna-

tures
Very truly yours,
L Psree L é">*7?/¢/
J. Frank StFinger
i
JFS:cr

cc: All Partners
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RiANiNe & u.fis

READING & BATES Bil AND BAS £0.

r’ .n

GENERAL OFFICE: PHILTOWER BUILDING, TULSA, OKLAHOMA 74103 CABLE ADDRESS: REBAT-T

July 11, 1973

Dalport O_il Corporation
1134 The 600 Building
Corpus Christi, Texas

Attention: Levh M. Lampert

Re:

Dear Mr. Lampert:

JUL 18 1873

OlL CONSERVAT!ON COMM
anfa Fe

NMOCC Order #R-4553
E/2 Section 17- IZS 31E
Chaves County, New Mexico

Pursuant to the above captwned comm1sszon order and following receipt of
your letter dated June 19, 1973 transm1tt1ng a copy of an ATE, please be
adv1sed that Reading & Bates hereby makes’ 1ts election to assurre a -
non-consent position with regard to participation in the test well to be

drilled pursuant to said order.

We shall, however, expect to be proVi&éd with all well reports, data and
the schedule of actnal well cost following completion of the well,

HER:pah

Yours truly,

' READING & BATES OIL AND GAS CO.

D. L. Potter, | ;/;/(_‘

Vice President

en g




= LAW OFFICt S oF
JENNINGS, CHRISTY & COPPRLE

JAMES TY.JENN!NGS 1012 SECURITY NATIONAL BANK BUILDING TRLEPHONE S22-8432
SIM O.CHRISTY IX ' P.O.BOX 118C o Ana CoX 508
OGER L.COPPLE ——
:nomia " COPPLE ROSWELL, NEW MEXICO 88201 D S (L—: 'f,- V?F
ROBERT G. ARMSTRONG June 27, 1973 L 4
JUN 28 1973
v ‘ Oll. CONSERVATION CoMM.
New Mexico 0il Conservation Commission Santa Fe

P, 0. Box 2088
Santa Fe, New Mexico 87501

Re: Order R-4553
Gentlemen: .
We are enclosing herewith Registered Return Receipt by -

Reading & Bates, dated June 21, 1973, in connection with our
transmittal to you of June 22, 1973.

Respectfully,

JENNINGS, CHRIS OPPL
ﬁyRISTY & COPPLE

SBC:pv

EnIC.

‘cé: Dalport 0il Corporation
(Corpus Christi)
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‘Porket Ho. 15-73

DOCKET: EXAMINER HEARINCG ~ WEDNESDAY -~ JUNE 61,1973

9 A.M, - QIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

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

ALLOWABLE: (1) Consideration of the allowable production of gas for July,
1973, from seventeen prorated pools in Lea, Eddy, Roosevelt
and Chaves Counties, New Mexico;

(2) Consideration of the allowable production of gas from nine
prorated pools in San Juan, Rio Arriba, and Sandovdl Counties,
New Mexico for July, 1973.

CASE 4982: Application of Brunson and McKnight for a unit agreement, Lea
County, New Mexico. Applicant, in the above-styled cauge, seeks
approval of the 0jo Chiso Unit Area comprising 5,120° acres, more
or leaa. of Federal and State lands in Township 22 South, Range 34
East, Lea County, New Mexico.

CASE 4983: . Application of Gulf 0il Corporation for simultaneous well dedication
and non-standard locations, Lea County, New Mexico. Apnlicant, in
the above-styled cause, seeks approval for the simultaneous dedica-

. tion of two wells to a standard 640-acre gas proration unit com-
prising all of ‘Section 35, Township 21 South; Range 36 East,
Eumont Gas Pool, Lea County, New Mexico, said wells being the W. A.
Ramsgay (NCT-A) wells Nos. 20 and 7 at non-standard locations in the
~center of Unita E and N, respectively, of said Section 35.

CASE 4749: (Reopened)

In the matter of Case No. 4749 being reopened pursuant to the pro-
vieions of Order No. R-4338, which order established special rules
and regulations for the Humble City-Strawn Pool, Lea County, New
Mexico, including a provision for 80-acre proration units. All
interested parties may appear and show cause why said pool should
be developed on other than 40-~acre units.

CASE 49B4: Application of Monsanto Company for a dual completion, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks! authority
to dually complete its Miller Federal Well No. 1 located'in Unit G
of Section 3, Township 21 South, Range 27 East, Eddy County, New
Mexico, in such a manner as to produce gas from undesignated Atoka
gas pool and from the Burton Flat-Morrow Gas Pool through the
casing-tubing annulus, and tubing, respectively.

: CASE 4967: (Continued and readvertised from the May 9, 1973 Examiner Hearing)

Application of John M, Etcheverry for dissolution of a standard
& ; proration unit and the creation of two non-standard proration units,
‘e i Lea County, New Mexico. Applicant, in the above~styled cause, geeks




Examiner Hearing - Wednesday ~ June 6, 1973 Docket No. 15-73
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CASE 4985:

" CASE 4986:

CASE 4987:

CASE_4988:

N CASE 4989:

(Case 4967 continued from page 1) . » é

the dissolution of the standard 160-acre -proration unit comprising
the SW/4 of Section 29, Township 14 South, Range 34 East, West
Tres Papalotes-Pennsylvanian Pool, Lea County, New Mexico,: dedi-
catad to the Mark Production Company Etcheverry Well No. 1lilocated
in Unit L of said Section 29, and the creation of two non-itandard {
80-acre proration units, one comprising the N/2 and the other the ' i
S/2 of the SW/4 of gaid Section 29; the first unit would be dedi- :
cated to the aforesaid Etcheverry Well No. 1 and the second unit . {
would be dedicated to a well proposed to be drilled in Unit M of i
said Section 29. ) B i

- : - b
Application of Union 04l Company of Cal 1:6?513 for a unit dgreement, b
Lea County, New Mexico. Applicant, in the above-styled caise, seeks

approval of the Pipeline Deep Unit Area comprising 3,862 acres,

more or less, of federal lands in Townnhip 19 South, Range 34 East,

Lea County, New Mexico.

Application of Dalport 0il Corporation for compulsory pooling,

Chaves County, New Mexico. Applicant, in the above-styled cause,
seeks an order pooling all mineral interests in the Queen formation
underlying the E/2 of Section 17, Township 12 South, Range ‘31 East,
Chaves County, New Mexico, to be dedicated to a well to be drilled
in Unit G of said Section 17. Also to be considered will be the

cost of drilling safd well, a charge for the risk involved, a
provision for the allocation of actual operating costs, the estab-
listment of charges for supetviaion of said well, and the designation
of applicant as operator.

Application of Texaco Inc. for down-hole commingling, Lea County,
New Mexico. Applicant, in the above-~styled cause, seeks authority
to commingle production frcm the Blinebry, Tubb, and Drinkard Oil
Pools in the wellbore of its A. H. Blinebry Well No. 20 located

in Unit E of Section 20, Township 22 South, Range 38 East, Lea
County, New Mexico.

Appltcation of Texaco Inc. for down-~hole commingling, Lea County,
New Mexico. Applicant, in the above—-tyled cause, seeks authority
to commingle preoduction from the Tubb and Drinkard 01l Pools in
the wellbore of its A, H. ‘Blinebry Well No. 28 located in Unit A
of Section 29, Township 22 South, Range 38 East, Lea County, New
Mexico.

In the matter of the hearing called by the 01l Conservation Commission
upon its own motion to consider the amendment of the general rules
governing prorated gas pools in Northwest and Southeast New Mexico

as promulgated by Order No. R-1670, as amended. Rule 15 of the afore~
said general rules would be amended to provide that 1if a well is
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Docket No. 15~73

DOCKET: EXAMINER HEARING - WEDNESDAY - JUNE 6, 1973

9 A.M. ~ OIL CONSERVATION COMMISSION CONFERENCE ROOM,

STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

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

ALLOWABLE:

CASE 4982:

CASE 4983: .

CASE 4749:

1) Cdnsideraﬁioﬁwéf the allowable production of gas;for July,
1973, from seventeen prorated pools in Lea, Eddy, Roosevelt
and Chaves Counties, New Mexico;

(2) Consideration of the allowable production of gas from nine
prorated pools in San Juan, Rio Arriba, and Sandoval Counties,
New Mexico for July, 1973. B

Application of Brunson and- McKXnight for a unit agreement, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks
approval of the 0jo Chiso Unit Area comprising 5,120 acres, more
or less, of Federal and State lands in Township 22 South, Range 34
East, Lea County, New Mexico. ~
Application of Gulf 0il Corporation for simultaneous well dedication
and non-standard locations, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks approval for the simultaneous dedica-

. tion of two wells to a standard 640-acre gas proration unit com-
" prising all of Section 35, Township 21 South, Range:36 East,

Eumont Gas Pool Lea County, New Mexico, said wells being the W. A.
Ramsay (NCT-A) Wells Nos. 20 and 7 at non-standard locations in the

" center of Units E and N, respectively, of said Section 35.

(Reopened)

CASE 4984:

CASE 4967:

In the matter of Case No. 4749 being reopened pursuant to the pro-
visions of Order No. R-4338, which order established special rules
and regulations for the Humble City-Strawn Pool, Lea County, New
Mexico, including a provision for 80-acre proration units. All
interested parties may appear and show cause why said pool should
be developed on other than 40-acre units.

Application of Monsanto Company for a dual completion, Eddy County,
New Mexico. Applicant, in the" above~sty1ed cause, seeks-authority
to dually complete 1its Miller Federal Well No. 1 located in Unit G
of Section.3, Township 21 South, Range 27 East, Eddy County, New
Mexico, in such a manner 8s to produce:gas from undesignated Atoka
gas pool and from the Burton Flat-Morrow Gas Pool through the
casing-tubing ammulus, and tubing, respectively.

(Continued and readvertised irom the May 9, 1973 Examiner Hearing)

Application of John M, Etcheverry for dissolution of a standard
proration unit and the creation of two non-standard proration units,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
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(Case 4989 continued from page 2)

CASE 4966:

overproduced in an amount exceeding six times its average monthly
allowable for the preceding twelve months (or, in the case of a
néwly connected well or a well in a newly prorated pool, six times
its average monthly allowable for the months available), it shall
be shut in during that month and each succeeding month until it

is overproduced in ‘an amount less than six times its average
monthly allowable, as determined above.

Rule 15 woiild be further amendéd to permit the Secretary-Director
of the Commission to grant a pool-wide moratorium of up to three
months on the shutting in of gas wells during periods of high
demand emergency if a significant number of the wells in the pool
are gsubject to being ghut in. -

(Continued from the May 23, 1973 Examiner Hearing)

Application of Read & Stevens, Inc. for compulsory pooling, Chaves
County, New Mexico. Applicant, in the above-styled cause, seeks an
order pooling all mineral interests underlying the N/2 of Sec-

tion 36, Township 12 South, Range 30 East, Chaves County, New

“Mexico, to be dedicated to a well to be drilled to the Queen

formation in Unit B of said Section 36, in the Southeast Chaves
Queen Gas Area. Also to be considered will be the cost of
drilling and completing said well and the allocation of -such

costs as well as actual operating costs and charges for super-
vision. Also to be considered is the designation of applicant

as operator of the well and a 200 percent charge for risk involved
in drilling said well. .
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EXHIBIT 2

"BSTIMATED DRILLING COST

S
i Heaving Date__

DALPORT OIL CORP. #1 TERRA-FEDERAL

SEC. 17, 12S-31E

CHAVES COUNTY, NEW MEXICO

Drilling - Rotary Test
Location aﬂ& roads
2700 at $4.75/ft.°

300' of 8-5/8" surface casing
at $2.70/ft.

Cementing surface - 200 sx
Mud and water

50' core and rig time

'1 DST and rig time

. Gamma-sonic log

Supervision
Miscellaneous -

Subtotal

Completion

Workover rig - 5 days

Ahchors

CaSingHead - used

Tubinghead - used

Water

2650' used 2-3/8 tubing at 85¢/ft
2700° new 4%" J-55 at $1.60/ft
Cementing long string, 275 sacks
Seating nipple, valves, perfqrations
1000 gallon acid job

Sand fracture, 20,000 gallons water,
25,000# sand ' ‘

Supervision
Clean location
Miscellaneous

Subtotal

TOTAL

Overhead - Combined Rate $500.00/drilling well;

$75.00 per month/well

$ 6,500
12,825

485

700 .

800
1,000

1,000 .
1,000

250

500

$ 2,100
250

275

210

250
2,253
4,320
1,000
150

700

3,500
250
300

- 500

RS A

$ 25,060

$ 16,058
$ 41,118
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March 9, 1973 BLFORE EXAMINER STAMETS

| LVATION COMMISION
ST pumr o, 3
palport Oil Corporation CASENO.__ 7 _
1134, The 600 Building | ‘ L JEe
Corpus Christi, Texas 78401 Submitted by B

Pl
Heaaring Dote

Attention: Mr. Leon M. Lampart b

Re: Option to Drill and
‘Farmout Agreement )

- West Caprock Area (1402)
Chaves County, New Mexico

Gentlemen:‘

Without expressing any warranty’of‘title,’eitherrex-
press or implied, Terra Resources, Inc., (hereinafter referred
to as "Terra"), is the owner of all the leasehold interest in
the following described oil and gas leases, covering lands in
Chaves County, New Mexico to-wit: :

perra Lease No. 1402-15451

 0il and Gas Lease dated October 1, 1962, from

" ‘The United States of America, Lessor, to Hazel M.

- Huckabay, Lessee, bearing Serial No. NM-0314228
and covering,:among other lands, the following-

" described lands: S T n

- Pownship 12 South, Range 31 East:

- Gection 17: S/2 SE/4 and S/2. NE/4
Section 21: S/2 NW/4 and N/2 :NE/4 and
" s/2 sw/4 and N/2 SE/4
Section 28: S/2 NW/4 and N/2 NE/4 and
S/2 SW/4 and N/2 SE/4

containing 800 acres, more Or less

’

~ The abové-desgribed lease, insofér as it relates to
the land particularly described above, is hereinafter referred
to as "Earned Lease." o ;

You have expressed to representatives of Terra your
desire to acquire a part of the interest of Terra in the
Earned Lease for and in consideration of the perfoxmance of

5416 SOUTH YALE AVENVE ] TULSA, OXLAHOMA 74133 / PHONK [918) 463-5740

Y
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“completea for production; oxr if dry,
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Gertain operations subject to the terms and provisions here-

inafter set forth.

Subject to your acceptance and approval in the manner
hereinafter provided, Terra proposes the following agreement:

I.

A. " In consideration of the promises and of the premlses
herelnafter set forth, you have the option and right to commence
or cause to be commenced on’ or before April 1, 1973, actual drill-
ing in a well for oil and gas in the center of E/2 Section 17,
Township 12 South, Range 31 East, Chaves County, New Mexico (here-
inafter referred to as "initial test well") and therafteér con-
tinue such drilling with due diligence and in a workmanlike
manner in accordance with good oil field practice until said
test well shall have been drilled to a depth of 2,700 feet below
the surface of the ground at the well site or 75 feet below the

- base of the Queen Sand, whichever is the lesser depth.

B._ The 1n1t1a1 test well shall be drilled, tested and
»lugged and. abandonﬁd and

the premises restored, at your sole cost, risk and expense, and f‘
Terra shall never be liable for--any such cost, risk or expense. . .
Said test well shall be completed pursuant to the terms hereof
within 60 days from spud date.-

C. 1In the event the initial test well is drllleq and -
completed as a well capable of producing oil and/or gas in pay-

- ing ‘quantities, in compliance with and subject to all conditions,

covenants and agreements herein set forth, Terra forthwith shall
execute and deliver to you an assignment of all its operating
rlghts or working interest under, but not record title to, the
S/2 'SE/4 and S/2 NE/4 Sec. 17-12S-31E as to all depths from the -
surface of the ground to the base of the Queen Sand reserving
to Terra free and clear of all cost and expense except applicable
taxes which may be assessed against the same, an overriding royalty
of three percent (3%) of all oil, gas and other hydrocarbon sub-
stances which may be allocated, produced, saved and sold from
said assigned acreage under the Earned LeaSe and any extensions
or renewals thereof, together with the right to elect to exchange
such overriding royalty interest for an undivided interest in
such acreage as hereinafter provided. The overriding royalty
reserved to Terra shall be in addition to and not inclusive of
any overriding royalties now existing on said Earned Lease.

e P SR 4
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D. After you shall have been reimbursed from. the
gross proceeds derived from the operations of the initial
test well for all of the "chargeable expenses" incurred by
you in drilling, completing and- ‘operating same, Terra shall
have the right to elect to exchange its overriding royalty
interest for an undivided twenty-five percent (25%) interest
in, to and under Earned Lease as to said assigned acreage,
burdened only with a proportionate part of all presently exis-
ting overriding royalty payable under Earned Lease as to said
assigned acreage. °Any such election by Terra shall be confirmed
by notice in writing to you and such exchanges shall be effective
on the first day of the calendar month next following “the date
of such payout. Forthwith following receipt by you of notice
of the election by Terra to make such an exchange, yo"ehall
execute and deliver to Terra an a551gnment of an undivided
twenty-five percent (25%) interest in, to and‘under Earned ,
Lease as to said assigned acreage as provided above, and Terra
shall execute an appropriate instrument to extinguish its over-

rldlng royalty interest. "Gross proceeds" as ysed herein shall . -
" include the value of all oil, gas and other minerals produced, -

sold or removed from said initial test well, together with the
value of any material salvaged, sold or removed from the test
well. "Chargeable expenses" as used herein shall 1nc1ude ali
of the cost and expense of every nature incurred by ‘you in con-.

nection with (1) the drilling, coring, testing, completlng, equlp—l

ping, and operating the initial test well and the storlng and

shipping of o0il, gas and other minerals produced from the initial - - -

test well, and (2) all lessor's royalty, all presently exist-
ing overriding royaltles and the overrldlng royalty ihterest
reserved to Terra in the 320-acre proration unit. Durlng the
payout period of initial test well, you shall submit to Terra,
on or before the last day of each month, a detailed statement of
the gross proceeds received and chargeable expenses ‘incurred
during the preceding calendar month and advise of the remaining
balance of recoverable costs.

E. In the event the initial test well is plu%éed'and

~abandoned as a dry hole after having been drilled to contract

depth, Terra shall execute and deliver to you an assignment of
an undivided seventy-five percent (75%) of its operating rights
or working interest, but not record title, in and to the Earned
Lease, INSOFAR only as said Earned Lease covers the S/2 SE/4 and
S/2 NE/4 Sec. 17-12S-31E as to all depths from the surface of the
ground to the base of the Queen Sand.

F. It is specifically understood and agreed that you
shall not earn any interest in the proration unit created for

g
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the #1 Terra Federal well located in SW/4 SW/4 Sec. 17-12S-31E.

II,

A. 1In the event the initial test well is drilled and
completed as a well capable of produc1ng in paylng quantltles,

oxr dry and abandoned, as prov1ded in ‘Paragraph I above, you shall . -

have the right and option, expiring sixty (60) days after the
initial test well has been ‘completed as a producer, shut—ln, or
dry- and abandoned, to commence drilling a-second test well at a

location in SeCtlon 21 or 28~12S-31E. The second test well shall 4
" . be drilled pursuant to the terms and conditions as provided for v
the initial test well in Paragraph I,subparagraphs A and B above.

"~ B. 1In the event the second test well is drllled and
completed as a well capable of producing oil and/or gas in pay-
ing quantities, inh compliance with and subject to all conditions,
covenants and agreements herein set forth, Terra forthwith shall
execute and deliver to you an a551gnment of all its operating
rights or working interest under, but not record title to, the
acreage committed to the 320-acre proration unit designated for.
the said second test well as to all depths from the surface of
the ground to the base of the Queen Sand, reserving to Terra free

‘and clear of all cost and expense except applicable taxes which

may be assessed agalnst the same, an overriding royalty of Three
Percent (3%) of all oil, gas and other hydrocarbon substances

which may be ‘allocated,. produced, saved and sold from said assigned
acreage under the Earned Lease and any exten31ons or renewals
thereof, together with the right to elect to exchange such over-
riding ‘royalty interest for an undivided interest in such lease

as to said assigned. acreage as hereinafter provxded. The over-
riding royalty reserved to Terra shall be in addition to and not
inclusive of any overriding royalties now existing on said Earned

Lease.

- C. A&fter you shall have been reimbursed from the gross
proceeds derived from the operations of the second test well for
all of the "chargeable expenses" incurred by you in drilling, com-
pleting and operating same, Terra shall have the right to elect
to exchange its overriding royalty interest for an undivided
twenty-five percent (25%) interest in, to and under Earned Lease
as to said assigned acreage committed to the 320-acre proration
unit designated for said second test well, burdened only with a
proportionate part of all presently existing overriding royalty
payable under Earned Lease as to said assigned acreage. Any such
election by Terra shall be confirmed by notice in writing to you
and such exchanges shall be effective on the first day of the

i
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calendar month next following the date of such payout. - Forth-
with following receipt by you of notice of the election by Terra
to make such an exchange, you shall execute and deliver to Terra
an assignment of an undivided twenty-five percent (25%) 1nterest
in, to and under Earned Lease as to said a551gned acreage  as
provided above, and Terra shall execute an appropriate instru-
ment to- extinguish its overriding royalty interest. "Gross
proceeds"” as used herein shall include the value of all oil,

gas and other minerals produced, sold or removed from said second

test well, together with the value ‘6f any material’ salvaged, sold

or removed from the second test well. "Chargeable expenses" as
used herein shall include all of the cost and expense of every
nature lncurred by you in connectlon w1th (1) the drllllng,*corlng, :

and the storlng and shlpplng “of oil, ‘gas and other mlnerals pro-
duced from the second test well, and (2) the lessor's royalty,

all presently existing overrldlng royaltles ‘and the overriding
royalty interest reserved to Terra in the 320-~acre proratlon unit. -
.During the payout period of second test well you shall submit to

Terra, on or before the last day of each month a detalled state—:iﬁ-’:'

ma’ni‘ n-F 'I‘hn n’?‘heq nror‘aodc 'r'c:rn:w‘n:sr'l aqd charganklc e@\_uevo N

curred durlng the precedlng ‘calendar month and advise of the re-._f

- maining balance of recoverable costs.

‘D. In addition, when the second test well ‘has been h
drilled-and completed for production, in accordance w1th the

"prov151ons hereof, Terra shall éxecute and deliver to you an

assignment of an undlv;ded seventy five percent (75%) of its
operatlng rights or working interest, but not record, title,

in and to all of the Earned Lease acreage within the drillsite
section, except said acreage within the 320-acre proratlon unlt,
from the surface of the ground to the base of the Queen Sand.

E. In the event the second test well is plugged ‘and
abandoned as a dry hole after having been drilled to contract °
depth, Terra shall execute and deliver to you an aSSLgnment of

"~ an undivided seventy-five percent (75%) of its operating rights

or working interest, but not record title, in and to the Earned
Lease, INSOFAR only as said Earned Lease covers acreage in the
drillsite section, as to all depths from the surface of the ground
to the base of the Queen Sand.

IIY.

A. In the event the second test well is drilled and com-
pleted as a well capable of produ01ng in paying quantities, or
dry and abandoned, as provided in Paragraph II above, you shall
have the right and option, expiring sixty (60) days after the
second test well has been completed as a producer, shut-ln, or  dry
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and abandoned, to commence drilling a third test well at a
location in Section 21 or 28-12S-31E. Said location shall
not be in same.section as the location for the second test
well, The third test well shall be drilled pursuant to the
terms and conditions as provided for the initial test well in

Paragraph I, subparagraphs A and B above.

~ B. In the event the third test well is drilled and.
completed as a well capable of producing oil and/or gas in
paying quant’txes, in compliance with and subject to all gonr-
ditions, covenants and agreements herein set forth, Terra forth—
with shall execute and deliver to you an as31gnment of all its-
operatlng rlghts or worklng interest under, but: not record tltle

nated for ‘the sald third test well as to all depths from the surfece o

of the ground to the base of the Queen Sand, reserving to Terra
free and clear of all cost and expense except applicable taxes

. which may be assessed against the same, an overriding royalty

of Three Percent (3%) of all oil, gas and other hydrocarbon sub-—
stances_which may be allocated, produced, saved and sold from'

said ass g9 led acreage’ undéexr the ‘Barned Lease. and .any . ext}ens:.ons
or renewals thereof, together with the right to elect to exchange :
such overriding royalty interest for an un61V1ded interest in ‘such
lease as to said assigned acreage as heréinafter provided. The
overriding royalty reserved to Terra shall be in addition to and
not inclusive of any overriding rOyaltles now ex1st1ng on said
Earned Lease. :

: C. After you shall have been reimbursed from the

gross proceeds derived from the 0peratlons of the third test
well for all of the "chargeable expenses" incurred by you in-
drilling, completing and operating same, Terra shall have the
right to elect to exchange its overriding royalty interest for
-an undivided twenty-five percent (25%) interest in, to and under
Earned Lease as to said assigned acreage committed to the 320~

" acre proration unit de51gnated for said third test well, burdened

only with a proportionate part of all presently ex1st1ng over-
riding royalty payable under Earned lease as to said a351gned
acreage. Any such election by Terra shall be confirmed by notice
in writing to you and such exchanges shall be effective on the
first day of the calendar month next following the date of such
payout. Forthwith following receipt by you of notice of the
election by Terra to make such an exchange, you shall execute

and deliver to Terra an assignment of an undivided twenty-five
percent (25%) interest in, to and under Earned Lease as to said
assigned acreage as provided above, and Terra shall execute an
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appropriate instrument to extinguish its overriding royalty
interest. "Gross proceeds" as used herein shall include the
value of all oil, gas and other minerals produced, sold or
removed from said 320-acre proration unit, together with the
value of any material salvaged sold or removed from the test
well. ‘“Chargeable expenses” as used herein shall include all

of the cost and expense of every nature incurred by you in
connection with (1) the ‘drilling, coring, testing, completlng,
equipping and operating the third test well and the storing

and shipping Of o0il, gas and other minerals produced from the
third test well, and (2) the lessor's royalty, all presently
existing overriding royaltles, and the overriding royalty in-
terest reserved to Terra in the 320~acre proration unit. During
the payout period, ‘you shall submit to Terra on or before the last
day of each month, a detailed statement of the gross: proceeds.
received and chargeable expenses incurred during the preceding .

‘calendar month- and advise of the remaining balance of recoverable
. costs.

D. In addition, when the third test well has been

~ drilled and completed for production, in accordance with the

provisions hereof, Terra shall éxecute and deliver to you an

~assignment of an und1v1ded seventy-five percent (75%) of its

operating rights or working interest, but not record title, in
and to all of the Earned Lease acreage within the drillsite
section except said acreage within the 320-acre proration unit,.
as to all depths from the surface of the ground to the base of
the Queen Sand. : ,

E. In the event the third test well is plugged and
abandoned as a dry hole after having been drllled to contract
depth, Terra shall execute and deliver to you an asszgnment of
an undivided seventy-five percent (75%) of its operating rights
or working interest, but not record title, in and to the Earned
Lease, INSOFAR only as said Earned lLease covers acreage in the .
drillsite section, as to all depths from the surface of the ground
to the- base of the Queen Sand.

1v.

-, A. It is understood and agreed that 320-acre proratlon
units shall be established for each test well drilled pursuant
to the terms of this agreement. The rights of Terra shall be
reduced by dividing the acreage in which Terra reserved an in-
terest by the total proration unit acreage. :

T —————— e g
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B. It is understood and agreed that any assignmehts
to be made by Terra to you pursuant to the foregoing provisions

~of this Agreement shall be made without representation of title,

either ‘express or implied, it being understood.that you shall
satisfy yourself as to the title to said Earned Lease. by your
own Lndependent examination. :

- V e .

Should you fail to reach the object depth in any test
well, due to mechanical difficulties or because of encountering
condltlona which are normally considered in the 1ndustry to be
1mpenetrab1e or whi¢h, in your opinion, would make further dxill-

ing. lmpractlcal by ordinary drilling methods, you ‘'shall have the

right, within ten (10) days after good faith alscontlnuance of
operations on the test well, to commence actual drilling of a
substitute test well on the Earned lLease premises under all the

. terms and conditions prescribed for the test well. "Such sub-

stitute well shall be treated under ‘this Agreement as the test
well. : ;

VI.

If any test well provided for herein is completed as

' a comimercial producer and Terra exercises its optlon to become

a working interest owner under the. precedlng provisions of this
agreement, or the parties hereto’ elect to drill a subsequent
test well upon sa1d jOlntly-owned Earne& Lease premlses, you

tions upon the A.A.P.L. Form 610, Model Form Operatlng Agreement -
1956, including Terra's usual spec1al provisions, -COPAS 1962 form
of Accounting Procedure with Overhead Rates acceptable in the - -

lndustry for that area. ‘

VII.

After your acceptance hereof, Terra shall continue to
pay all delay rentals payable under the Earned Lease prov1ded

that:

A. .Terra shall not be liable for error in such pay-
ment or for nonpayment due to error or oversight.
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"B, Upon being billed therefor and furnished copies
of rental receipts, you shall reimburse Terra
for 75% of such payments.

VIII.

Wlth respect to all weélls drilled by-you hereunder,
you shall comply with the well data and logglng prov1s1ons»

' -contalned in Exhxbxt "AM attached hereto.

) Ix.

In addltlon to the other 1ndemn1ty prOV151ons herela
contained, at all times while you shall have the right to con-
duct any operatlons hereunder on Earned Lease,. you agree to -
comply with the insurance provisions set forth on Exhibit "B".

x.

The parties hereto hereby agree to and hereby do elect
under the authority of Section 761 (a) of the Internal Revenue
Code of 1954 and the regulations thereunder, that this contract :
and all operations hereunder be excluded from the application of

~any and all of the provisions of Subchapter K of Chapter 1 of

Subtitle A of the Internal Revenue Code of 1954, and each of the
parties hereto agrees to execute whatever 1nstruments as may be

required to effect this lntent.
XI.

It is expressly understood and agreed that Terra shall
have the optlon and exclusive right to be exercised from time

to time and as often as de51red to ‘purchase all oil, gas, casing-_'

head gas and other minerals which may be produced and saved from

the leasehold estates to be assigned under the terms of this agree-

ment at the posted market price offered by responsible purchaser
for productlon of the same kind and guality in the area in which
said land is- located at the tlme such productlon is taken-for

purchase.

R

]
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Terra.

. parties hereto and upon their respective successors and assigns.

: please so. s;gnxfy by having the approprlate 51gnature affixed- _ R
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XII.

. You shall have no right tc assign to any third party
any of your rlghts hereunder without the wrltten consent of

XIII.
This agreement shall inure .to and be binding upon the
If the foregOLng correctly sets forth our agreement,
in the space prOVlded bélow and return one (1) copy of" thls»

letter within thirty (30) days from the date hereof or the
proposal herein contained is to ‘be deemed,w1therWﬁ..

»“-/ .

Yours very truly, .. o g
TERRA RESOURCES, INC. ‘(L}r/{,;a.f

. By
By /éy t
.C::;ﬁQ’P..Roach, Vice President

.JPR/CBF/sjd
Attachments

_ - A
ACCEPTED APPROVED THIS /J — =
;//?

‘day of o ,1973

//0 /&/r(/ﬂ‘/o LUy /é’a/

By:
(Name) | {Title)
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- ENXHIBIT “A"

(Attached to and made a part of Letter )
- (hgrceoment dated Mar. 9, 1973 between )
(Terra Resources, Inc. and Dalport 0il ) ;
(Corporatlon Chaves County, New Mexico ) . ' L s

WELL DATA AND LOGGING REQUIREMENTS

1. Terra and its eﬂoloyees and rcorcscntatxves shall at all
times have full and conplete access to said locations, wells
and the derrick floor of. any wells drilled in accordance
with this Aqrecment, and’ in connection with and durlnq the
course of 8rilling all wells;: you shall:

. (a) Use mud of sufficient gravity and Viécoeity
- . to return cuttings satlsfactory to the rep-
;rcsentatlves of Terra;

. {b)  Test or core“all SHows of 0il or gas at your
T sole cost, risk and expense as soon as en-
' countered, unless Terra shall consent that : : _
testing be deferred until saigd test well-shall T -
reach total depth° - ST

- {e) Maintain . ‘a continiious record of the darilling - R
E time for said test well commencing at the base. .~ = 7 f T e

- of surface casing and continuing at a max1mum BT B
of 10- foot 1ntervals to total depth .

() Telephone daily drilling reports to-Terra;

(e) Malntaln at the well whlle drilling and at
- Amstrat thereafter, samples of all formations
encountered between a depth at the base of
surface casing to total depth, such samples
. to be available to Terra reoresentatives at
all times; :

T . ‘ (f)'fNotlfy Terra before conducting any coring
" ‘operations, drill stem test, electrical log
survey, ox velocity survey in sufficient time
to cnable its ropresentatlves to be present to
witness such test.

2. At the approoriate’time oxr times, you shall takc or cause to
be taken the necessary action to make avarlable and, as soon as
available, promntly furnish Terra with the following in connection.
with the drilling of all test wells under this Agrecment:

ENT g

N,

T g
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- (a) Samples of all cores, fluids or gases sampled
thercxn, tocethcr with all information (includ--:
ing 2 copies of fluid and core analyses) obtain-
ed during and from the drilling of said test

well;

(b) Three (3) ficld copies and three (3) final .
~ copies of Induction Electrical Survey Log from 7 p
the base of surface casing to total depth; - S

(¢) . Three (3) field copies and three (3) final =
" copies of Gamma Ray-Sonic Log with' Caliper .
from 200 fect above Muqdy to total depth,

(d)“Three (3) field copies and ehree (3) final
copies of any other survey which you may run
-~ in said test well;

.f(e) One (1) typewrltten or vhotocopy of deta11 _
: sample log, well history, core and drlll stem

test descrlptlon,

(£) Two (2) conolete copies of olugglng report 15 R 1;;"‘4
sald test well is plugged and abandoned. R i

‘3. Upon completion of each test well, deliver samples of all
formatlons between a depth at the base of surface casing to
total depth to American Stratigraphic Company, Casper, Wyomlng,
furnlshlng Terra with rcceipts showing delivery of such sam-
ples and rececipts showing paymcnt of the processing and stor-

age charges for same.

4. All notices, reports, logs, samoles, and other informa-
tion herein provided for to be given Terra are to be made or .

'dellvered to:

_Terra Resources, Inc.
- 800 Security Life Building
. Denver, Colorado 80202 -

ATTENTION: Mr. W. W. Bell
Office Tclephone (303) 222~ 3671
Home Telephone (303) 771-0424

KRS
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( Attached™ £o and made a part of Letter. ) "
" { Agreement dated March 9, 1973, betwcen ) -

( Texra Resources, Inc. and Dalport 0oil )

( Corporation, Chaves County, New Mexlco )

INSURANCE

Operator, or its contractors, shall have the follow-
zng 1nsurance llmxts in effect: h

- (a) wOrkmcn s Compensatlon Insurance ‘and
Employer s Liability Insurance to cover
full liability under the relevant laws
of the State where worklng, and

(b)l‘Comorehen51ve General L1ab111ty Insurance
with bodily injury or death limits of
not less than $100,000 for injuries to,
or death of, any one person, not less
than $300,000 for injuries to, or death .
- of, more than one pérson resulting from
any .one accident, and property damage . . ‘ ) ,
‘limits of not less than $100,000 for each o ’ Ll DAy
accident; and . T SR

(c) Automobile Liability Insurance covering
owned and non-owned automobiles with

bodily - injury or’ death limits of not

less than $100,000 for injuries to or .
death of, any one person, ‘not less ‘than ..
$300,000 for 1n3ur1es to, or death of

more than one person resulting from any
one accident and property damage limits

of not less than $100,000 for damage to
property for each acc1dent. e
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"
LAW OFFICES OF
JENNINGS, CHRISTY & COPPLE
.- JAMES T:J:NNINGS A 1012 SECURITY NATIONAL BANK BUILDING TELEPHONE B22-8432
¢ SIM B.CHRISTY I¥ . P.O.BOX (180 eA COOK BOS
ROGER L.COPPLE ROSWELL, NEW MEXICO 882

BRIAN W.COPPLE

ROBERT G. ARMSTRONG May 14, 1973

New Mexico ‘0il Conservation Commission COMM.

% % CONSRVATION COMM.
P. O. Box 2088 Lo b8 ¢

Santa Fe, New Mexico 87501

Attention: Mr. A, L. Porter, Jr.

Re: Southeast Ch@ﬁes Area
Chaves County, New Mexico

Gentlémen:

We enclose herewith in triplicate 2Zpplication of Dalport
0il Corporation for compulsory pooling, Southeast Chaves Area,
Chaves County, New Mexico, and request that it be placed upon
the next available Examiner's Docket.

Respectfully, : L

JENNINGS, CHRISTY & COPPLE

SBC:pv
Encl.
cc: Dalport 0il Corporation

DOCKET MAILED

N £
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DALPORT O1L CORPORATION
1134 THE 600 BUILDING
CoRPUS CHRISTI, TEXAS 78401

April 10, 1973

Mr. Jim Nelson

Terra Resources, Inc. -
900 Security Life Building
Denver, Colorado 80202

Re: Farmout Agreement
West Caprock Area .(1402)
Chaves County, New Mexico

Dear Sir:

Pursuant to our telephone conversation of.Apr11 9th ‘con- .
cerning revisions "in your farmout agreement of March 9 1973

we agree to the follow1ng changes.

{1) Page 2, paragraph I- A. The commencement date w111
be June 10, 1973. _

(2) Page 9, paragraph XI. The words "gas' .and "casing-
head gas" will be deleted from this paragraph.

-If these changes are acceptable, please indicate your
agreement by. executing in the space below and returning two

c0p1es to. this offlce.
Véry tru1y yours;

Leon M. ampert

AGREED AND ACCEPTED THIS i

DAY OF APRIL, 1973 N

BEF “T f"Aa‘f'INrR SlAMETb
OlL C(/.\a RYATION COMMISSION

WWM/ZZ‘% "r/ EXHIBITNO_T

RRA RESOURCES, INC. crsENe._ WG £
By James D. Nelson Surtiriitasl iy
} Heariag Daie
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OiL CONSERVAT
BEFORE THE NEW MEXICO OIL SOMGERUATOMM comMIssIon

* STATE OF NEW MEXICO

IN THE MATTER OF THE
ABPLICATION OF DALPQRT ,
OLL_CORPORATION FOR
. COMPULSORY POOLING IN
SOUTHEAST CHAVES AREA,
CHAVES COUNTY, NEW MEXICO.

CASE NO. jé QZ )é

Nt Nt sl sl Nt Nl Vst

APPLICATION"

COMES NOW Dalport Oil Corporation (balport) and- states:
1. Dalport, under a Farmout and Assignment of opérating

Rights from Terra Resources, Inc., is the proposed operator of

—

a well to be drilled in Unit G, Section 17, Townghip-12 South,
et .

Range 31 East, N.M.P.M., Chaves County, New Mexico, within the
-—_——-—\
Southeast Chaves Area, as defined by the Commission; the well is

projected to the Queen Formation, and it is proposed that there
Sy, . .

will be dedicated thereto the E% of said section 17.

2. Upon information and belief, Reading & Bates, Inc., a
corporation, is the owner’of certain opéfatiﬁg>righté in the
NXNEY, N%SEYL of said Section 17 from the surface to the top of
the Glorieta Formatiéqﬂwhich includes the Queen Formation. |

3. The entire Ex of said Section 17 is embraced in United

States 0il and Gas Lease NM-0314228, dated October 1, 1962, presently
held by production on other lands, and the record title thereto is

owned by Terra Resources, Inc.

STV LV
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" to drill in the proposéd-area and to the proposed formation, have

the correlative rights, and to prevent waste, it is advisable that

the COmmissioh, after notice and hearing, pool all of the E% of

‘Unit. That such order effecting pooling should be upon such terms

A

" that such pooling order should make definitive provision as to

AT

BN

4. Dalport and Reading & Bates, Inc., each having a right

been unable to agree to pool their interests for said Unit to the

Queen,qumation being a common source of supply. Therefore, in

order tc avoid the drilling of unnecessary wells and to protect

8

said Section 17 for the Queen Formation as a spacing or proratiom
unit and to allocate the respective tracts within the Unit in pro-
portion that the number of surface acresqincludéd within each

tract bears to the number of surface acres included in the entire

and conditions as are just and reasonable and will afford to the

owner or owners of each tract or interest in the Unit the opportunity
to récover or receive without unnecessary expense his just and fair :
share of the o0il or gas or both, underlying the pbbleduUnit, and

.| ——

any owner, or owners, who elect not to pay their proportionate share

in advance for the pro rata reimbursement solely out of production

. . - . e

tovthefparties advancing the cost'Of development and operations,

together with an appropriate risk factor. That such order should

otherwise be entered in conformity to N.M.S.A. 65-3-14, 1953 Comp.

WHEREFORE, Dalport prays, after notice and hearing, that the

7 Commission pool all mineral interests whatever they may be in the

=% of Section 17, Township 12 South, Range 31 East, N.M.P.M., for



the production of gas and associated hydrocarbons producible from
the Queen Formatlon, and to enter an appropriate order 1n conformity
with N.M.S. A 65-3-14, 1953 Comp., including approprlate provisions

for risk factoxsfin the event the various owners do not advance

estimated drilling, completion and development costs; and for all

ap——

proper relief,.

DALPORT OIL CORPORATION

S. B. Christy IV, as-a
Member of the Firm of

Jennings, Chrlsty & Copple
P. O. Box 1180

Roswell, New ‘Mexico 88201

cc: Reading:&’.Bates;:Inc.

‘ce: J. Frank Stringer

cc: ‘Terra Resources, Inc.

S romac e
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 4986

APPLICATION OF DALPORT OII, CORPORATION

FOR COMPULSORY POOLING, C COUNTY, e )
NEW MEXICO. I e
. =i’4"'" R,--.:’" e

L S

RDER OF THE COMMISSION

THE COMMISSION:

This cause came on for hearing at 9 a.m. on June 6, R 19'7,‘3‘

order No. R-gF #5553

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

NOW, on this day of June

» 1973, the Commission,

a quorum being present, having considered the testimony, the record,

and ‘the recommendations of the Examiner, and being fully advised
in the premises, ,

FINDS:

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

law, the Commission has jurisdiction of this cause and the subject P
matter therscf, n : : : . v S N T

(2) That the applicant, Dalport 0il Corporation -,

seeks an order pooling all mineral interests in the

Queen formation underlying the E/2

of Section 17 , Township 12 South , Range 31 East .
NMPM, :S;.&:..! ‘Zsﬁ'f ﬂ,.,., M'f" Chaves County, New |
Mexico. o o o _

i

A
pote st e

S Fa




.
e = A pearaat

-2=
Case No.
Order No. R-

PO 0. it s BAoin 3 wrs s
e e n mtaa A e n Rl

eran

(3) That the applicant has the right to drill and proposes

v

to drill a well in Unitid of said Section 17 .

e Y e ¥ v

(4) That there are|interest owners in the proposed proration

unit who have not agreed to pool their interests.

v w——

{5) Thaé to avoid Lhe drilling of unnecessary wells, ﬁo

- protect correlative rights, and to afférd to tﬁe“ownef of each ;
interest in said unit the opportunity to recover or receive

without uhnecessary expense his jﬁst and fair share of‘thé gas

in said pool, the subject application should be approved by

pooling all mineral intlrests, whatever thqrmay be, within said
unit.:

(6) That the applicant should be designated the bperator

of the subject well and|unit. : o A

(7) _ That aﬁy,non—consenting'wdrking interest ownef‘shoﬁld ‘ ‘
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying His share of reasonable
well costs out of productica.

(8)  That any noh-ccnsenting working interest owner that
does not pay his share of estimated well costs should have
withheld-f:om production his share ,of the reasonable well cdété '
plus an additional l&m as a reasonable charge for the
risk iﬁvolved in the‘drglling of the well. :

(9) That any non-cansenting interest owner should be

afforded -the opportunity to object'to the actual well costs but

that actual well costs should be adopted as the reééonable well
costs in the absence of |such objection.
(10) That following determination of reasonable well costs,

any non~-consenting working interest owner that has paid his

share of estimated costs should pay to the operator any amount
that reasonable well costs exceed estimated well costs and

should receive from the |operator any amount that paid estimated

well costs exceed reasonable well costs.
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(11) That ’les ‘Q per month should be fixed as a reason-~

able charge for supervision (combined fixed rates); that the
operabor should be authorized to w1thhold from productlon the

proportionate share of such supervision charge attributable to

- each non-consenting working interest, and in addition thereto,

the operator should be authorized to withhold from production
the proportlonate share of actual exoendltures requlred for
operatlng the subject well, not in excess of what are reasonable,
attrlbutable to each non-consentlng worklng 1nterest.

(12) That all pzoceeds from production from the subject
wells which are not disbursed for any Ireason should be placedb
in escrow to be paid to the true owner thereof,ﬁponAéémand and -
\prOOE of anershiph- ,‘

(13) That upon the failure of the dpeiatorfbf said pooled -
unit to commence drilling oﬁ-the well to which said unit is

dedicated on or before

QJ
<|
fol
...l
Cu
i
£

o)
Fh
=
O
Mm
Mh

poollng said unit should chome HULL and
whatsoever.

IT IS THEREFORE ORDERED:.

(1) That all mineral interests,fWh?t?Veplfhey'may be,

in the_Queen formation ﬁhdérl?ing’the E/2

6f Section _17 , Township 12 South South, Range 31 East , NMPM,

4%« 7/( Zﬂ Q‘gg e 3 &_vc_& : Chaves County,, New Mex:.co, ;

are hereby. poo;ed to form a- standard 2 2 _acre gas spac1ng'
and proration unlt to be dedicated to a well to be drilled

in Unit ¢ of said Section 17 ‘ .

PROVIDED HOWEVER, that the operator of said unit shall

commence the drilling of said well on or before the ~Jﬁﬁ:g[ day

of :apjfkjg, , 1973, and shall thereafter continue the

[ 4
drilling of said well with due diligence to a depth sufficient to
test the _Qu ee formation;

PROVIDED FURTHER, that in the event said operator does not

cormence the drilling of said well on or before the [Jﬁ day
of :i;?é»é;r , 1973, order (l) of this order shall be null and
7 7 .

void and of no effect whatsoever:;
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PROVIDED FURTHER, that should said well not be drilled to

by

completion, or abandonment, within 120 days after commencement

B Nt

AT

‘ thereof, said operator. shall appear before the Comm1551on and

¢

T

show cause why Order (l) of this crder should not be resc1nded‘

;
(2) That palport Qil Corporation is hereby deSLgnated;
H
i

the operator of the subject well and unit.

(3) That after the effective date of this order and ‘at least;
30 days prior to commencing said well, the operator shall furnish -
the Commission and each known working intérest owner in EhéCSubject

unit an itemized schedule of estimated well costs. R

(4) That w1th1n 30 days from the-adte the schedule of
estimated well costs is furnlshed_to hlm, any non—consgnt;ng
working interest owner shall have the right to pay his shére
of EStimatéa‘well costs to the 6pera£or in liéuhof payihQéhis'
share of reasonable well costs out of production, and that any

such owner who pays his share of estimated well costs as ‘pro-

_vided above shall remain liable for operating costs but shall

not be liable for risk charges.

(5) That the operator shall furnish the Comm1351on and each
known working interest owner an itemized schedule of actual well -
costs Wlthln 90 days follow1ng completlon of the Well; ‘that if

no objection to the actual well costs is reqeived by the Com-

mission and the Commission has not objected wifhin'45'days
following(recéipt of said'schedulef the actuaihﬁeli césts.shall.
‘be the réasonabie well costs; provided however, thét iftéh%re

is an objection to actual well costs within said 45-day pe}iod

the Commission will determine reasonable well costs after bublic

notice and hearing.
(6) That within 60 days following determination of reason-

able well costs, any non-consenting working interest owner that

has paid his share of estimated costs in advance as provided

eyt
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‘above shall pay to the operator his pro rata share of tﬁe amount
that reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amoint that
estimated well costs eXceed reasonable well costs.

(7) That the operator is hereby authorized to withh@ld

the following costs and charges from production: .

i

(A) The pro rata share of reasonable well costs
attributable to each non-consenting workgng
interest owner who has not paid his shar% of
estimated well costs wiﬁhin 30 days from%the
date the schedule of estimated well cost; is
furnished to him. .

(B) As a charge for the risk involVed:inﬁtheé '
drilling of the well, ﬁL‘ of the pros rata
share of reaéonable well costs attributagle
to each non-consenting working interest %

“ownier who Has not Paid his share Of estimated
well costs ﬁithin'30 days from the date éhe
schedule of estimated well costs is furnished
to him. “‘?

(8). That the operator shall distribute said costs aéd

charges withheld from production to theAparties who advaéced

fhexwell ¢osts.!

(9) That“'lfjéﬁ per month is hereby fixed as a%reaSOnabi
~ i
charge for supervision (combined fixed rates); that the éperétor
is hereby authorized to withhold from production the proéortionate
share of such supervision charge attributable to each noﬁ—
consenting working interest, and in addition thereto, thé operator
is hereby authorized to withhold from production the proéortionate
share of actual expenditurés required for operating suchf@ell,

not in excess of what are reasonable, attributable to eth non-

consenting working interest.

e
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(10) That any unsevered mineral interest shall be considered
a seven-eighths (7/8) working interest and a 6ne-eighth (1/8)

rovalty interest for the purpose of allocating costs and charges

T T P S S g MR

under the terms of this order.

(1l)faThat any well costs or charges which are to be paid
out of preduction shall be withheld only from the working .
interestsishare of production, and no costs or charges shall
- - be withheﬁd from production attributabie to royalty interests.

(12) ' That all proceeds from production from the subject

well which are not disbursed for any reason shall be placed in

escrow infChaveS» County, New Mexico, to be paid to the true owner
thereof ﬁ%on demand and proof of ownership; that the operator '
shall notlfy the Commission of the name and address'of seidf e '5’f
escrow agent within 90 days from the date of thlS order. | | |

(13) That jurisdiction of this cause is retained for the

entry of such further orders as the Commission may deem necessary.
DONE a4t Santa Fe, New Mexico, on the day and year hereinabove

designated-

£

e RS S R R

Y TR VLSRR etk

.




