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MR. NUTTER; We will call Case 5267.

MR. DERRYBERRY: Case 5267, application of Mark
Production Company for compulsory pooling, Eddy County,
New Mexico.

MR. KELLAHIN: Tom Kellahin of Kellahin and Fox,
Santa Fe, New Mexico appearing on behalf of the Applicant,
Mark‘Pfoduction Company, and I have one witness to be sworn.

(Whereupon, the Witness was duly sworn.)

CURTIS V. MEWBOURNE

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

(0] Would you please state your name, by whom employed
and in what capacity?

A I'm Curtis W. Mewbourne; I'm president of the Mark
Production Cpmpany.

Q Mr. Mewbourne, have you previously testified beforg
this Commission? |

A I have.

Q Have your qualifications as an expert been accepted
and made a matter of record?

A They have.
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0 Are you familiar with the facts surrounding this

particular application by Mark Production Company?

A Yes, I am.

MR. KELLAHIN: Mr. Examiner, please, are the
witness's qualifications acceptable?

MR. NUTTER: Yes, they are.
BY MR. KELLAHIN:

Q Mr. Mewbourne, will you please refer to what has
been marked as Applicant's Exhibit Number 1, identify it
for us, and state briefly what Mark Production Company is
seeking?

A Exhibit 1 identifies the proration unit consisting
of the east half of Section 1, 18 South, 26 East, Eddy
County, New Mexico. The 320-acre unit is outlined in green/
The land outlined in yellow refers to certain fee tracts
within this proration unit.

Q What interests have been voluntarily committed
to your unit? Let me state this differently: What interest
is not committed to your unit?

A All of the interest within the east half of
Section 1 has been voluntarily committed except for 1.154
net acres.

MR. NUTTER: What was that figure again?
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A (Continuing) 1.154 net acres, being a one-
fortieth interest underlying the yellow acreage on the
Exhibit. This is further broken down into two owners, each
owning one-fortieth, I'm sorry, each owning one-eightieth.
That percentage of the unit is 0.36 percent of the 320-
acre unit which has not voluntarily agreed to pool.

Q Who are the individuals who have not voluntarily

agreed to the pooling?

A Sir?

0 Who are the individuals, their names?

A Mr. Robert Brown and Mr. Nelson Colyer.

0 Would you state again for me what interest Mr.

Brown owns, what perxcentage interest of the total?

A Yes, Mr. Brown owns .572 net acres, or 0.18 per-
cent of the proration unit.

Q aAnd, for Mr. Colyer?

A The same,

0 Would you please refer to what has been marked as
Applicant's Exhibit Number 2 and identify it?

A Exhibit 2 is a structure map on top of the Atoka
pay. I'm sorry, on top of the Atoka marker. The pay in
the area is the Morrxow sand, and this structure map is
drawn on top of the Atoka markexr, in the area.
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This Exhibit shows the proration unit outlined in
yellow, being the east half of Section 1 located on the
northeastern end of the Atocka-Penn Field, the nearest pro-
duction being in the north half of Section 12, a completed
well by Felmont.

Q Please refer to what has been marked as Exhibit 3,
and identify it

A Exhibit 3 is a cross section, marked "A" showing
two wells, A-1 and A-2 which may further be identified on

the structure map, A~l1 being a Felmont Well in the south-

west quarter of Section 1ll; A-2 being the previously mentiored

Felmont Well in the northwest quarter of Section 12; A-3

on the cross section being the location in the east half

"of Section 1. " The well identified as A-1 in Section 11 is

a rather good well, completed in two Morrow zones, the
Morrow A zone having 26 feet of net pay, the Morrow B zone
having 14 feet. These zones flowed with flow rates of
between 3 and 7 million a day in open flows of 12 million
and 15 million per day. The well in the north half of Sec-
tion 12, identified heré as A-2, has significantly poorer
porosity development with net pay of 12 feet in the A 2zone
and 4 feet in the B zone, a calculated open flow of 1.9
million per day, and flow rates of 1 to 1.8 million per day,
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significantly poorer. I wculd identify that as an edge
well in this field.

Q In your opinion, Mr. Mewbourne, is the risk factor
here a high-risk or low-risk area?

A I would identify it as a high-risk area for
several reasons, one being that Morrow sand is the primary
and only objective here, being unusual in producing charac-
teristics and rather difficult to interpret. Secondly,
the cross section showing the deterioration in the net pay
and porosity on the edge of the field, and I would definitely
élassify this as an edge lovation.

Q Do you have a recommended risk factor to be
assessed against the non-consenting interest owners?

A I would recommend 200 percent.

Q Would you please refer to what has been marked as
Exhibit 4 and identify it?

A Exhibit 4 is completion information on the two
wells listed on the cross section, showing the producing
characteristics and the test datum on the two wells upon
the cross section.

Q Please refer to what has.been marked as Exhibit
5 and identify it?

A Exhibit 5 is an authority for e#penditure on the
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proposed well in the east half of Section 1, showing an
estimated drilling cost to the casing point of 234
thousand dollars, a completion cost of 169 thousand, and a
total cost completed of 403 thousand dollars.

Q What do you anticipate to be your cost of super-

vision to be charged back against the non-consenting owners?

A On a monthly basié?
Q Yes, sir.
A Normal for this area would be $175 per month for 3n

overhead and supervision figure for a producing well.

Q Will Mark Production Company be the operator?
A Yes, sir.
Q Do you desire to be designated the operator?

a We do.

Q Please refer to what has been marked as Exhibit 6
and summarize what information is contained in these attach-
ments?

A Exhibit 6 represents our effort to obtain approval
from Mr. Nelson Colyer to pool his interest in this well.
It reflects letters, felephone calls, leases furnished him,
various attémpts to obtain a vdluntary pooling agreement
which was unsuccesstul.

Q | Please refer to what has been marked as Exhibit 7
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R and summarize what this Exhibit contains?
A Exhibit 7 reflects the same information with

respect to Mr. Robert Brown. We were also unsuccessful in
obtaining approval from Mrx. Brown.

Q In your opinion, Mr. Mewbourne, will the approval
of this application be in the best interest of conservation,
% the prevention of waste; and the protection of correlative

; rights of others?
f‘f A Yes, it will.

Q Were Exhibits 1 through 7 either prepared by you
directly or compiled and prepared under your direction and
supervision?

A Yes, sir, they were.

MR. KELLAHIN: I move the introduction of Exhibité
1 through 7, and their inclusive parts.
* MR. NUTTER: Applicant's Exhibits 1 through 7
| will be admitted into evidence.

{(Whereupon, Applicant's Exhibits 1

thrOugh 7 were admitted into evidence.)

MR. KELLAHIN: That concludes our Direct Examina-
tion.

CROSS EXAMINATION

— || BY MR. NUTTER:
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Q Mr. Mewbourne, you are seeking a 200 pexrcent risk
factor, and $175 a month operating charges for Qverhead?

A Yes, sir.

Q I notice in your correspondence nere witn Mr.
Colver, you directed several leirters to him and sent a
lease to him to execute, at such address, however, it appears
that you have only one reply from him and he offers o go
ahead and execute a lease, but e wants a 50 percent royalty?

A That is correct, which was unacceptable.

Q And, that was unacceptable to you, so that was the
end of your negotiaticns with him?

A Yes, sir, we were unable to establish any furthex
negotiations.

Q I notice several letters directed to Mr. Brown,

but I don't see any reply from him.

A He refused any reply, sir.

Q I see, so you don't know what e wants then?

A He just refuses communication of any type.

Q I see, and those are the only outstanding interest

in the entire 3207

A Yes, sir, the balance of the interest is owned by
the heirs of a large family, all other interest was leased,
and the efforts of the relatives to negotiate with these
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people where listed were unsuccessful.
0 So undex your proposal these people would become
small working-interest owners in the well?
A Yes, sir.
MR. NUTTER: Are there any further questions of
Mr. Mewbourne? He may be excused.
MR. MEWBOURNE: Thank you.
MR. NUTTER: Anything further, Mr. Kellahin?
MR. KELLAHIN: No, sir.
MR. NUTTER: Does anyone have anything they wish
to offer in Caée 5267?

We will take the Case under advisement.
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CASE 5267

STATE OF NEW MEXICO )
) SS.
COUNTY OF SANTA FE )
I, RICHARD L. NYE, Court Reporter, do hereby certify
that the foregoing and attached Transcript of Hearing before
the New Mexico Oil Consexvation Commission was reported by

me, and the same is a true and correct record of the said

proceedings, to the best of my knowledge, skill and ability.

EdCHAsz L. NYE, cérfft Reporter

{ L) hsreby eertity

3 eoiplete record ofthat the foregoing 1e

the bProceedings
the Exasiner heari &
o Rxa ?;/or Case No. 2, ;7

............

.........................

Now Wexioo 011 Consarvat163“&3@57::?::“
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| FELMONT OIlIL CORPORATION :r 0 80x 2266 + MIDLAND, TEXAS 79701 » 915 682-5231

August 9, 1974 l

“‘"“-v-n.—.,..»." .

Mark Production Company
330 Citizens Bank Building e
Tyler, Texas 75701 ‘ LT S0

e

PR

Attention: Mr. Curtis Y. Mewbourne

Re: Mark Production Company
#1 Federal "B"
E/2 Sectfon 1, T18S, R26E
Eddy County, Hew Mexico

Dear Sir:

We have recefved this date, your letter of August 5, 1974,
enclosing an invoice for Felmont's share of the captioned well -
and AFE for same,

Felmont 011 Copporatfon has recently finished the drilling of
two Morrow tests within the same field as your captioned well, Our
wells have been drilled, completed and placed on production for
approximately $225,000, whereas your AFE states a cost of 403,000
plus dollars. You have also requested an advance payment of our
share of thifs well without giving an immedfate spud date or notice
of rig availability or copies of any pooling designation. Your
letter also refers to an Order of the 011 and Gas Commission from
the State of New Mexico, whereby you state that the advance payment
prodedure has been set by the Commission and verbally, you have
advised our Mr. Joe M{ller that if we elected to go non-consent
that the Comaission has set a 300% penalty. We have not been advised
or notified of any forced pooling hearings in regard to our interest.
In order that we may completely evaluate our position in this property,
as outlined by you as to the penalty provisions, please s¢iid us copies
of the 011 and Gas Commissfon orders as well as justification for
the unreasonable high AFE,

Felmont 011 Corporation is an old established reputable firm and
only tn rare instances, where there have been a great number of
operators, have we been requested to furnish advance money, our credit




Mark Production Company L
August 9, 1974 A g Lo
Page 2 L o Nt

a ‘-‘1 ‘i; :'"l ‘;; V:E Y | ! ‘:}‘ "3 315‘;‘
{s extremely good, and then only within 20 days prior to actual drilling
commenced on said well., Of course Felmont, as always, will abide with
the rules of governmental agencies involved.

Very truly yours,
FELMONT OIL CORPORATION

T ogma @7 o

" T. Verne Dwyer
Vice President

TVD:dc

cc: 011 and Gas Commission
State of New Mexico




STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

Oll. CONSERVATION DIVISION

POST CFFICE BOX 2088

BRUCE KING
GOVERNOR STATE LAND OFFICE BUILDING
T SANTA FE NEW MEXICO 87501
L”igéﬁﬁoe February 9, 1979 (505) 8272434

Mr. J. V. Fritts
P. O. Box 868
Roswell, New Mexico 88201

Re: Case No. 5267
Order No. R-4831

Dear Mr. Fritts:

I have received your application for hearing on
certain matters pertaining to the above-referenced case.
However, it appears that there may be some dispute as to
record title and lease ownership of the five acre tract
involved. The Division has no authority *o adjudicate
titles or make determinations of ownership, but if you
can come to an agreement with the operator, Mark Produc-
tion Company, or obtain a court decree, as to your interest
in this tract, I can proceed to docket this case,.

As I read your application, the issues appear to be
whether you or your predecessor in interest was ever
furnished with an itemized schedule of estimated well
] costs and with an itemized schedule of actual well costs,

' whether you were therefore afforded the opportunity to

pay your share of well costs in lieu of paying out of pro-
duction, and whether the risk factor of 200% should be
applied to your working interest share. If this is not
comprchensive, please let me know as soon as possible.

If you could also let me know when your title problems
are resolved, I can docket this case immediately.

Very truly yours,

LYNN TESCHENDORF
General Counsel

L'T/fd

ce: Jason Kellahin
Mark Production Co.




L. R TRUJILLO

OIL CONSERVATION COMMISSION CHAIRMAN
, LAND COMMISSIONER
STATE OF NEW MEXICO ALEX J. ARMLIO
P. 0. BOX 2088 - SANTA FE MEMBER
87501 STATE GEOLOGIST

A.L. PORTER, JR.

SECRETARY - DIRECTOR
July 30, 1974 ™

Re: CASE NO, 5267
ORDER NO. R-4831

Mr. Tom Kellahin
Kellahin & Fox
Attorneys at Law
Post Office Box 1769
Santa Fe, New Mexico Mark Production Company

Applicant:

Dear Sir:

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

Very_truly yours,

D
o LR, 0

F 7
A. L., PORTER, Jr.
Secretary-Director

ALP/ir
Copy of order also sent to:
Hobbs OCC X

Artesia OCC X
Aztec OCC '

Other Mr. Robert A. Brown, General Delivery; Fletcher, Okla.
Mr. Nelson Collier, 1605 Bixby, Ardmore, Oklahoma 73401
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

i IN THE MATTER OF THE HEARING i
4 CALLED BY THE OIL CONSERVATION '
- COMMISSION OF NEW MEXICO FOR

THE PURPOSE OF CONSIDERING: ’ |

| CASE NO. 5267
| Order No. R-4831

| APPLICATION OF MARK PRODUCTION
COMPANY FOR COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on July 10, 1974,
at Santa Fe, New Mexlco, before Examiner Dzniel S. Nutter.

| NOW, on this day of July, 1974, the Commission, a
I quorum being present, guving 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 matter thereof.

(2) That the applicant, Mark Production Company, seaks
an order pooling all mineral interests in the Pennsylvanian
formation underlying the E/2 of Section 1, Township 18 South,
Range 26 East, NMPM, Atoka-Pennsylvanian Pool, Eddy County, New

Mexico.

(3) That the applicant has the right to drill and proposes
to drill a well at a location 990 feet from the South line and
990 feet from the East line of said Section 1.

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

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rightr, and to afford to the owner of each
3l interest in said unit the opportunity to recover or receive
3l without unnecessary expense his just and fair share of the gas
‘ in said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, within said

unit.

(6) That the applicant should be designated the operator
of the subject well and unit.
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! (7) That any non-consenting working interest owner should
. ba afforded the opportunity to pay his share of estimated well
costs to the oparator in lieu of paying his share of reasonable
well costs out of production. | |

4 i (8) That any non-consenting working interest owner that
i i does not pay his share of estimated well costs should have

' i withheld from production his share of the reasonable well costs
i plus an additional 200 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 objant 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
B ii 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,

T R T R S e

(11) That $175.00 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-
congenting working interest, and in addition thereto, the
operator should be authorized to withhold from production the
proportionate share of actual expenditures required for operating
the subject well, not in excess of what are reasonable, attributable

to each non-consenting working interest.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason should be placed in
ascrow to be palid to the true owner thereof upon demand and proof

of ownership.

(13) That upon the fallure of the operator of said pooled
: unit to commence drilling of the well to which said unit is
. dedicated on or before November 1, 1974, the order pooling said

‘ unit should become null and void and of no effect whatsoever.

| IT IS THEREFORE ORDERED:

i (1) That all mineral interests, whatever they may be, in
the Pennsylvanian formation underlying the E/2 of Section 1,
Township 18 South, Range 26 East, NMPM, Atoka-Pennsylvanian Pool, ,
Eddy County, New Mexico, are hereby pooled to form a standard !
Il 320-acre gas spacing and proration unit to be dedicated to a well
i to be drilled at a location 990 feet from the South line and 990
feet from the East line of said Sectijon 1.
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é commence the drlliling of said well on or before the lat day ;
- of November, 1974, Order (1) of this order shall be null and |

' void and of no effect whatsoever;

i completion, or abandonment, within 120 days after ccmmencement
' thereof, sald operator shall appear before the Commission and
i show cause why Order (1) of this order should not be rescinded.

 uanit an itemized schedule of estimated well costs.

' mission and the Commission has not objected within 45 days

L =3~
© Case No. 5267
© Order No. R-~4831

PROVIDED HOWEVER, that the operator of said unit shall

i commence the drllling of said well on or before the lst day i
' of November, 1974, and shall thereafter continue the drilling r
- of said well with due diligence to a depth sufficient to test
' the Pennsylvanian formation;

PROVIDED FURTHER, that in the aevent said operator doass not

PROVIDED FURTHER, that should said well not be drilled to

(2) That Mark Production Company is hereby designated the
oparator of the subject well and unit.

(3) That after the effective date of this order and within
30 days prior to commencing said well, the operator shall furnish
the Commission and each known working interest owner in the subijed

(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
¥nown 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-

following receipt of said schedule, the actual well costs shall
be the reasonable well costs; provided however, that if there
is an objection to actual well costs within said 45-day period
the Commission will determine reascnable well costs after public

notice and hearing. ;

(6) That within 60 days following determination of reason-
able well costs, any non-congenting working interest ownsr 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
recaeive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

t
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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 reasonabla well costs
attriputable 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.

i (B) As a charge for the risk involved in the
i drilling of the well, 200 per cent of the :
i pro rata share of reasonable well costs {
d attributable to each non-consenting working
i interest owner who has not paid his share of
i estimated well costs within 30 days from the
i date the schedule of estimated well costs is
| furnished to him.

i charges withheld from production to the parties who advanced

iJ
é% (8) That the operator shall distribute said costs and
i
i the well costs.

5 (9) That $175.00 per month is hereby fixed as a reasonable

i charge for supervision (combined fixed rates); that the operator

¢ 18 hereby authorized to withhold from production the proportionate
! share of such supervision charge attributable to each non-

| congenting working interest, and in addition thereto, the operator
is hereby authorized to withhold from production the proportionate
share of actual expenditures required for operating such well,

not in excess of what are reasonable, attributable to each ncn-
congenting working interest.

Ry AR A i

(10) That any unsevered mineral interest shall be considered
a seven-eighths (7/8) working interest and a one-eighth (1/8)
i royalty interest for the purpose of allocating costs and charges
! undexr 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 subject

i wall which are not disbursed for any reason shall be placed in
i escrow in Eddy County, New Mexico, to be paid to the true owner
thereof upon demand and proof of ownership; that the operator
shall notify the Commission of the name and address of said
escrow agent within 90 days from the date of this order.

(13) That jurisdiction of this cause is retained for the
entry of such further oxders as the Commission may deem neces-

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

R. TRUJILLO, Chairman

ALEX J. ARMIJO, Member

~
‘{“ - (//5(3(;’&&.-- w

A. L. PORTER, Jr., Memb

7~

¥ SBecretary

ar/




MARK PRODUCTION COMPANY

330 CITIZENS BANK BUILDING
TYLER, TEXAS 75701
TELEPHONE (214} 597-355!

PN
i ’cgl 'r‘lr\\\", r'
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s
Ol CONSER\//\ 1008 (O‘v‘ A,

Santa re

CURTIS W. MEWBOURNE
PRESIDENT

August 6, 1974

New Mexico 0il Conservation Commission

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

Case No. 52Q1::>
er No. R-4831

Re

Gentlemen:

To comply with the Order of the Commission in Case No. 5267, you
will find attached an itemized schedule of the estimated well
costs for the #l Federal "B", located in the E/2 of Section 1,
T-18-S, R~26~E, Eddy County, New Mexico.

These estimated well costs have becn furnished to each known
working interest owner with a request that each participate in
the well and pay his share of the estimated well cost to the
operator.

Very truly,yours

urtis W. Mewbourne
CWM:Bid

Attachment




AUTHORITY FOR EXPENDITURE
MARK PRODUCTION COMPANY - #1 FEDERAL "B"
ATORA (PENN) FIELD
E/2 SECTION 1, T-18-S, R-26-E
EDDY COUNTY, NEW MEXICO

ESTIMATED COST TO CASING POINT:

Survey and stake $ 200
Road and location 8,000
! Surface damages and clean up 2,000
Drilling: Footage - 9600' @ $13.35 128,160
Daywork - 4 days @ $2,500 ' 10,000
- 1 day @ $2,400 . : 2,400
Sample logging unit -~ 14 days @ $140 . 1,960
Cement and camenting services 6,130
Conduction pipe - 200' of 16" @ $12.29 2,458
Surface casing - 2000' of 8-5/8" @ $9.00 18,000
: Mud and chemicals and brine 25,500
! Drillstem tosty - 3 @ $1,350 4,050
; Geologlcal servicaos 900
Drilling overhead 1,450
Production supervision 1,050
Logging 5,700
Legal services 3,750
Equipment rental 1,000
Welding 300
Travel Expense 450
Trucking 1,800
New Mexico Tax € 4% . 9,010
v $234,268
ESTIMATED COMPLETION COSTS:
Producing casing ~ 9700' of 4-1/2" @ $7.00 67,900
Cement and cementing services 5,000
Corrolation log and perforating 2,425
Temperature survey and BHP 400
Treating 6,833
Equipment rental 750
Welding 400
Completion unit : 3,000
Tubing - 9600' of 2-3/8" @ $2.50 24,000
Float equipment and centqplizers 850
Packer 1,580
Tank battery and flow lines 10,000
Wellhead . 5,478
Stakpack - 750 BTU 13,200
Completion overhead and supervision 2,100
Roustabout work, lines and connections 3,750
Legal services : " 500
Miscellaneous 1,000
. 5 Rig anchors 213
| Safety control valves 1,460
i Travel Expense 400
’ Dehydrator 9,200
Trucking 2,100
New Mexico Tax @ 4% 6,500
169,009
TOTAL $403,277
APPROVED:
CONPANY : MARK PRODUCTION COMPANY
BY: BY:

DATE: ' DATE

[RR—




» Docket No. 19-74

Dockets Nos. 20-74 and 22-74 are tentatively set for hearing on July 24 and
August 7. Applications for hearing must be filed at least 22 days in advance

of hearing date.

DOCKET: EXAMINER HEARING ~ WEDNESDAY -~ JULY 10, 1974

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

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

ALLOWABLE: (1) Comsideration of the allowable production of gas from
seventeen prorated pools in Lea, Eddy, Roosevelt, and Chaves

Counties, New Mexico, for August, 1974;

(2) Consideration of the allowable production of gas from five
prorated pools in San Juan, Rio Arriba, and Sandoval Counties,

New Mexico, for August, 1974.

R P

[EECERPT ALY

CASE 3608: (Reopened) (Continued from the June 19th Examiner Hearing)

KB 3 3 8

in the matter of Case No. 3608 being reopened pursuant to the provisions
of Order No. R-3282, which order established temporary rules for the
Carlsbad Permo-Penn Gas Pool, Eddy County, New Mexico, including a
provision for 640-acre spacing. All interested parties may appear

and show cause why said pool should not be developed on 320-acre

spacing units.

ot N Ay

CASE 5265: Application of David Fasken for an unorthodox locztion and a non-

’ standard proration unit, Eddy County, New Mexico. Applicant, in the
above-styled cause, seeks approval for the unorthodox gas well loca-
tion of a well to be drilled to the Morrow formation at a point 1664
feet from tha North line and 660 feet from the East line of Section 1,
Township 21 South, Range 26 East, Eddy County, New Mexico. Applicant
further seeks approval for a 281.3-acre non-standard proration unit
for said well comprising all of Lots 1 through 8 of said Section 1.

i CASE 5266: Application of David Fasken for an unorthodox location, Eddy County,
- : New Mexico. Applicant, in the above-styled cause, seeks approval for
g an unorthodox gas well location for a well to be drilled to the
! Morrow formation at a point 1300 feet from the South and West lines
§ of Section 29, Township 20 South, Range 25 East, Cemetary-Morrow
i Gas Pool, Eddy County, New Mexico, the S/2 of said Section 29 to
: . be dedicated to the well.
A .
\ CASE 5267: Application of Mark Production Company for compulsory pooling, Eddy
\ County, New Mexico. Applicant, in the above-styled cause, seeks an
order pooling all mineral interests in the Pennsylvanian formation
underlying the E/2 of Section 1, Township 18 South, Range 26 East,

o

; \ Atoka-Pennsylvanian Pool, Eddy County, New Mexico, to be dedicated

; } to a well to be drilled at an orthodox location 990 feet from the

; \ South and East lines of said Section 1. Also to be considered will
\
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(Case 5267 continued from Page 1)

CASE 5269:

CASE 5270:

CASE 5271:

be the cost of drilling and completing said well and the allocation
of such costs, as well as actual operating costs and charges for

supervision. Also to.be considered is the designation of applicant
as operator of the well and a charge for risk involved in drilling

said well.

Application of Anadarko Production Company, General American 0il
Company of Texas and Shenandoah 0il Corporation for four waterflood
projects, Eddy County, New Mexico. Applicants, in the above-styled
cause, seek authority to institute four cooperative waterflood projects
by the injection of water into the Grayburg-San Andres formation in
Township 17 South, Range 30 East, Grayburg-Jackson Pool, Eddy County,
New Mexico as follows:

Project No. 1: Anadarko's Loco Hills "A" Federal lease by the
conversion of four weiis in Sections 10 and 15 to water injection;

Project No. 2: Anadarko's Loco Hills "B" Federal lease by the
conversion of three wells in Section 9;

Project No. 3: General American Parke "F" lease by the conversion
of one well in Section 10;

Project No. 4: Shenandoah's Parke "B" lease by the conversion
oY two wells in Section 15.

Application of Union 0il Company of California for a unit agreement,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
approval of the Estacado Unit Area womprising 1280 acres, more or less,
of State and fee lands in Township L4 South, Range 35 LEast, Lea County,

New Mexico.

Application of Texaco Inc. for compulsory pooling, Eddy County, New
Mexico. Applicant, in the above-stylcd cause, seeks an orider pooling
all mineral interests in the Morrow formation underlying all of
Section 33, Township 24 South, Range 26 East, White City-Ponnsylvanian
Gas Pool, Eddy County, New Mexico, to be dedicated to applicant's
White City Com. Well No. 1 in Unit F of said Section 33.

Application of Merrion & Bayless for compulsory pooling, Rio Arxiba
County, New Mexico. Applicant, in the above~styled cause, seeks an
order pooling all mineral interests in the Dakota formation underlying
the W/2 of Section 13, Township 24 Newvth, Range 6 West, Rio Arriba
County, New Mexico, to be dedicated to a well to be drilled at a
standard location for said unit in Unit F of said Section 13. 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 supervision. Also to be considered is the
designation of applicant as operator of the well and a charge for
risk involved in drilling said well.
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(Case 3110 continued from Page 3)

CASE 5274:

the Washington Ranch-Morrow Gas Pool, Eddy County. New Mexico, to
provide for fixing the total allowable natural gas production from
sald pool to an amount equal to reasonable market demand and to
the capacity of the gas transportation facilities. Also to be
coneidered will be the adoption of special rules and regulations
for saild pool including a provision for allocating the allowable
production among the wells in the pool. NOTE: This case will be
continued to the first Examiner Hearing in January, 1975.

Southeastern nomenclature case calling for the creation, abolishment,
and extension of certain pools in Lea, Eddy, and Chaves Counties,

New Mexico.

(a) Create a new pool in Eddy County, New Mexico, classified as a
gas pool for Wolfcamp production and designated as the Black River-
Wolfcamp Gas Pool. The discovery well 1is Amoco Production Company
Herren Federal Gas Com Well No. 1 located in Unit K of Sectiomn 7,
Township 24 South, Range 27 East, NMPM. Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 27 EAST, NMPM
Section 7: SW/4

(b). Create a new pool in Lea County, New Mexico, classified as a gas
pool for Morrow production and designated as the Cooper-Morrow Gas
Pool. The discovery well is the El Paso Natural Gas Company Cooper
Federal Well No. 1 located in Unit F of Section 21, Township 24 South,
Range 36 East, NMPM. Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 36 EAST, NMPM
Section 21: N/2

(¢) Create a new pool in Eddy County, New Mexico, classified as a gas
pool for Morrow production and designated as the Malaga-Morrow Gas
Pool. The discovery well is Phillips Petroleum Coispany Malaga A Well
No. 1 located in Unit % of Section 2, Township 24 South, Range 28 East,
NMPM. Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 28 EAST, NMPM
Section 2: W/2

(d) Abolish the Bell Lake-Pennsylvanian Gas Pool in Lea County, New
Mexico, described as: .

TOWNSHIP 23 SOUTH, RANGE 33 EAST, NMPM
Section 36: SE/4

TOWNSHIP 23 SOUTH, RANGE 34 EAST, NMPM

Section 30: All
Section 31: All
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(Case 5274 continued from Page 4)

TOWNSHIP 24 SOUTH, RANGE 33 EAST, NMPM
Section 1: NE/4

TOWNSHIP 24 SOUTH, RANGE 34 EAST, NMPM
Section 6: NW/4

{e) Create a new pool in Lea County, New Mexico, classified as a gas
pool for Atoka production with a provision for 160-acre spacing units
and designated as the Bell Lake-Atoka Gas Pool. The discovery well
1s the Continental 011l Company Bell Lake Unit Well No. 2 located in
Unic N of Section 30, Township 23 South, Range 34 Easx, NMPM. Said
pool would comprise:

-

TOWNSHIP 23 SOUTH, RANGE 34 EAST, NMPM
Section 30: SW/4

(f) Create a new pool in Lea County, New Mexico, classif:ed as a gas
pool for Atoka production and designated as the South Bell Lake-Atoka
Gas Pool. The discovery well is the Continental 0il Company Bell Lake
Unit 1 Well No. 4 located in Unit F of Section 6, Township 24 South,
Range 34 East, NMPM. Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 34 FAST, NMPM
Section 6: W/2

(g) Create a new pool in Lea County, New Mexico, classified as a gas
pool for Morrow production with a provision for 160-acre :pacing units
and desighated as the South Bell Lake~Morrow Gas Pool. Tle discovery
well is the Continental 0il Company Bell Lake State 3 Well No. 5 located
in Unit G of Section 1, Township 24 South, Range 33 East, NMPM. Said
pool would comprise:

TOWNSHIP 23 SOUTH, RANGE 33 EAST, NMPM
Section 36: SE/4

TOWNSHIP 23 SOUTH, RANGE 34 FAST, NMPM
Section 31: SW/4

TOWNSHIP 24 SOUTH, RANGE 33 EAST, NMPM
Section 1: NE/4

(h) Extend the North Bagley-Pennsylvanian Pool in Lea Couuty,41ew
Mexico, to include therein: ;

TOWNSHIP 12 SOUTH, RANGE 33 EAST, NMPM

Section 6: NE/4
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(1) Extend the Black River-Pennsylvanian Gas Pool in Eddy County,
New Mexico, to include therein:

TOWNSHIP 24 SOUTH, RANGE 26 EAST, NMPM
Section 12: SW/4

(j) Extend the Burton Flat-Morrow Gas Pool in Fddy County, New Mexico,
to include therein:

TOWNSHIP 20 SOUTH, RANGE 28 EAST, NMPM
Section 27: N/2

(k) Extend the Cabin Lake-Strawn Pool in Eddy County, New Mexico, to
include therein:

TOWNSHIP 22 SOUTH, RANGE 30 FAST, NMPM
Section 1J: W/2 NE/4

(1) Extend the Cemetary-~Morrow Gas Pool in Eddy County, New Mexico,
to include therein:

TOWNSHIP 20 SOUTH, RANGE 25 EAST, NMPM
Section 8: All

(m) Extend the North Dagger Draw-Upper Pennsylvanian Pool in Eddy
County, New Mexico, to include therein:

TOWNSHIP 19 SOUTH, RANGE 25 EAST, NMPM
Section 17: N/2

(n) Extend the Eagle Creek-San Andres Pool in Eddy County, New Mexico,
to include therein: '

TOWNSHIP 17 SOUTH, RANGE 25 EAST, NMPM
Section 13: W/2 sW/4

Seztion 28: SW/4

Se:tion 29: §/2

(o) Extand the Hat Mesa~Morrow Gas Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPM
Section 10: E/2 .
Section 11: W/2

(p) Extend the loco Hills Queen-Grayburg—-San Andres Pool In Eddy
County, New Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 29 EAST, NMPM

Section 23: NE/4 NE/4
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(q) Extend the Red Lake-Pennsylvanian Gas Pool in Eddy County, New
Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 27 EAST, NMPM
Section 18: N/2

(r) Extend the Rocky Arroyo-Canyon Gas Pool in Eddy County, New Mexico,
to,include therein:

TOWNSHIP 22 SOUTH, RANGE 22 EAST, NMPM
Section 4: S/2
Section 5: §/2

(8) Extend the Townsend-Strawn Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 16 SOUTH, RANGE 35 EAST, NMPM
Section 9: N/2 and SE/4

(t) Extend the Twin Lakes~San Andres Pool in Chaves County, New Mexico,
to iaclude therein:

TOWNSHIP 8 SOUTH, RANGE 28 EAST, NMPM
Section 36: SW/4 SE/4

(u) Extend the North Vacuum-Abo Pool in Lea County, New Mexico, to
Include therein:

TOWNSHIP 17 SOUTH, RANGE 34 EAST, NMPM
Section 16: SE/4

(v) Extend the Vada-Pennsylvanian Pool in Lea County, New Mexico, to
include therein: :

TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMPM

Section 11: NW/4
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AUTHORITY FOR EXPENDITURE
MARK PRODUCTION COMPANY ~ #1 FEDERAL "B"
ATOKA (PENN) FIELD
E/2 SECTION 1, T-18-S, R-26-E
EDDY COUNTY, NEW MEXICO

ESTIMATED COST TO CASING POINT:

! Survey and stake $ 200
/ Road and location 8,000
! Surface damages and clean up 2,000
§ Drilling: Footage -~ 9600' @ $13.35 128,160
: Daywork ~ 4 days @ $2,500 10,000
i - 1 day @ $2,400 2,400
i Sample logging unit - 14 days @ $140 1,960
! Cement and cementing services 6,130
Conduction pipe - 200' of 16" @ $12.29 2,458
Surface casing - 2000' of 8-5/8" @ $9.00 18,060
i Mud and chemicals and brine 25,500
i Drillstem tests - 3 @ $1,350 - 4,050
i Geological sexvices 900
i Drilling overhead 1,450
{ Production supervision 1,050
| Logging 5,700
Legal services : 3,750
Equipment rental : 1,000
Welding ) 300
Travel Expense 450
Trucking 1,800
New Mexico Tax @ 4% . 9,010
$234,268
ESTIMATED COMPLETION COSTS:
Producing casing -~ 9700' of 4-1/2" @ §$7.00 ' 67,900
Cement and cementing services 5,000
Corrolation log and perforating 2,425
Temperature survey and BHP 400
Treating 6,833
Equipment rental © 750
Welding 400
Completion unit 3,000
Tubing - 9600' of 2-3/8" @ $2.50 24,000
Float equipment and centralizers 850
Packer 1,550
Tank battery and flow lines 10,000
Wellhead 5,478
Stakpack - 750 BTU 13,200
Completion overhead and supervision 2,100
. Roustabout work, lines and connections 3,750
Legal sexrvices 500
Miscellaneous 1,000
Rig anchors 213
Safety control valves 1,460
Travel Expense 400
Dehydrator 9,200
Trucking 2,100
New Mexico Tax €@ 4% 6,500
D [T e sy 169,009
" WA a $403,277
! TOTAL m@y‘(ﬁof GUBIT NO. fm ‘
APPROVED:! CASE NO.__ & A67 B
COMPANY : MARK PRODUCTION COMPANY
BY: BY:

DATE: DATE:
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Nelson Collier
1605 Bixby
i Ardmore, Okla. 73401

Mark Production Company
330 Citizens Bank Building
Tyler, Texas 75701

Attention: Mr., Curtis W. Mewbourne

Centlemen:?

I wish to acknowledge receipt of your letter of
February 6, 1974, relative to lease in Seetion 1,
. T=18=S, R=206~E, Eddy County, New Mexico.

- Since you staté in previous letters that I am the

.. only interest not under lease in this sectifn , and
:~ am holding uv drilling action Mark Production Ce.

~ wishes to take in this area, I will conclude & lease
" gpecifying 4 (one-half) foyalty interest, (no eash

. bonus), covering my small holding.,

"As you have stated in your letters, my fradtional
"interest is of no significent financial value, Therefore,
"the type lease requested above would not now or later be
.any $ipancial burden to Mark Production Co.

Yours truly,

Nelson Collier

BEFORE EXAMINER NUTTER

OIL CONSERVATION COMMISSION
M& &jEXHlB!T NO. é

CASE NO._ 5249




February 6, 1974

Mr. Nelson Colliex
1605 Bixby :
Ardmore, Oklahoma 73401

Dear Mr. Collier:

Wa would appreciate hearing from you as to what terms you would
accept in a lease in Section 1, T~18-S, R~26-E, Eddy County, New
Mexico. Mark Production Company 1is prepared to drill a well in
the very near future if we can conclude the leasing of your owner-

ship.

Our records show you to own 1/80th of the minerals in uix emall
tracts., We would certainly appreciate it if you would contact us
either by a collect telephone call or by mail, so that wa might
conclude an oil and gas lease which is acceptable to you.

Vexy truly-ypurs,

Curtis W, Mewbourne

CWMiBid




December 27, 1973

Mr. Nelson Collier
1605 Bixby
Ardmore, Oklahoma 73401

Dear Mr. Collier:

We would like tg have your cooperation in concluding the leasing
activity in the area on which wa have furnished you an 0il and

Gas Lease. We would like to begin preparations for the drilling
of a wall and would like to obtain soma agreement from you on the

011 and Gas Lease.

Wa realize that it is a small interest and of minor economic value

to you, but your cooperation would enable us to move forward to

drill a well, which would benefit you and the other members of !

your family. %
§

Pleage let us hear from you regarding the terms under which you
will execute the 0il and Gas Lease we have furnished you. Either
call us tollect or write us here at this office, whichover you
prefer, We would appreciate hearing from you.

Very truly yours,

Curtis W. Mewbourne

Bjd




Novemboxr 1, 1973

Mr. Nelson Collier
1605 Bixby
Ardmore, Okxlahoma 73401

Dear Mr. Collier:

I would 1like to ask you to reconsidexr your decision about executing the 0il
and Gas Lease in Section 1, T-18~S, R-26~E, Eddy County, MNew Mexico. I can
cexrtainly appreciate that such a small interest does not seem such a large
sum of money, but we are proceeding to make plans to drill a well in Section 1
and would like to ask your coopexation in concluding the leasing matters.

Your interest of 1/80th in the six lots represents only a very small portion,
but, nonetheless, it is delaying the preparations for drilling the well. We
have leasas fxom the othex members of the family and thair heirs as well as
the Swearingen Group, and we certainly hope that you will consent to giving
us a lease on your interest.

I would be pleased to discuss this matter with you by telaphone oxr in pexson
if it will be any help in your decision.

Very tauly yours,

Curtis W. Mawbourne
CwMiBjd

Attachments




MARK PRODUCTION COMPANY

330 CIVIZENS BANK BUILDING

CURTIS W, MEWBOURNE
PRESIDENT TYLER, TEXAS 75701
TELEPHONE(214) 597-3351

October 23, 1973

Mr. Nelson Collier
1605 Bixby
Ardmore, Oklahoma 73401

Dear Mr. Collier:

The attached 0il and Gas Lease and bank draft represent your interest

in Section 1, T-18-5, R~26-E, Eddy County, New Mexico. We have previously
leased the other members of the Swearingen group and their heirs and
relatives. We would appreciate your executing the lease, having it
acknowledged on the back side, and attaching it to the draft which should
be placed in your bank for collection. We have also attached an extra

copy of the lease for your files.

Your interest in the subject acreage is very small, and we would appreciate
your cooperation in executing this lease.

Very truly yours,

(:2;44414i :27?<1¢x'7é;paén¢//

Curtis W. Mewbourne

CWM:Bjd
Attachments
Ardmore, Oklahoma
October 26 ’ 2973
Gentlemen:

I wish to acknowledge receipt of above letter, with
attachments, which are inclosed, unsigned.

I have not signed any lease for several wears with 1/8
royalty interest, and would not at present sign a leasg any where
at. less than 1/L reyalty interest., This is not to say that I
would sign this particular lease even at 1/4 royalty interest
at this time. Fr nkly, I cannot say at the moment gust what my
requirements would be., Thank you anyway for your interesf.

Y\ﬁfgev\Qﬁﬁxxﬁ&z
Nelsdn Collier
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Treducers il Ner, (3 Year losae) 1007 {(FIVE YRAN PAID UI' LEASK) Jal p'.": ’C: ,
‘ all-Poerhangh Prese
OIL AND (AB LEASE , Keswell, New Misico
e Aoy of ’ Octobear l.._j_s, betworn

TIS AQRTEMENT made thls ...e..22nd
NELSON.COLLIEB.

O I T TP PP PP

;

— 1

Lessor {whether one or more}, whose addrees fa1. .lGDS,Bixby.,-.Ai:dmore,..ﬂklahoma....l&dm

and oo MARK.. PRODUCTION . COMPANY -

¥
TEN..ANDa.NO/lO0.-‘-::‘.-.‘.7..—...-.-95:-4‘---'-------’*—--‘—-—--—~—"—--"---'-—~--'-----'-' Dollars

Q0. hand paid, of th altica herein provided end of tjé agreements of Lessco herein contalned, heredy granta, lesses and lels ane .
4.19.00 ) hand e ° Tveabh tilling and mining for and producing o!l' and gas, Iulni pipe lines, dyildiag

clusively unto Levice for the purpose of Investigating, exploring, prospecting,
roads, tanks, power atalions, telephone lincs and other steuctures thereon 'aqgl on, over and acroes lands owned or clalmed by Lessor adjacent and contiguens

therelo, Lo produce, save, lake care of, treat, transport,” and own said producir. and housing its employees, the following described 1a8d b8 oo e
Eddy County, .._.Neu_Me.#‘tic-n to-wits

Lesses, WITNESBETH:

1, Fawsor In conafderation of ...

- i
Township 18 South, Range 26 East, N.M.P.M. :
Section l: Tracts 213, 215, 216,.222, 243, 249, said Tracts being

out of the Fairchild Farm Land asfrecorded in plat records of the

ounty, New Mexico
2 1, Without urer?rgkl \otx\e C(%‘?ml;i(“gg.'%qum%n or c:XU'Mion st ahy time ol‘drllllng or other development operations and/or to the dlicovery, doo
velopment or ¢ceaation at any time of production of oil or gkas and without fuither payments than the royalties herein provided, and noilwithstanding any.

thing elie herein contained to the contrary, this lcase shall be for a term of five years from this date (calied “primary term”) and as long thereafter as oll
or gaas is produced from said land or land with which eaid land Ia pooled herdunder.

; 2
3 $. The royaltics to be paid by Lcssce, are: (8} on oll, one-cighth of that produced and saved from aaid iand, the ssme to be delivered at the wells or (o the
! ccedit of Lesror into Lhe pipe line to which the wells may be connected: Lessce may from time to timc purchase any royaity il In i posscssion, paying the
markel price therefor prevailing for the field where produccd on the date of purchase; (b) on gas, including casinghead gas or other gasecous substance, pro-
duced from aaid land, and sold, or uscd off the premisca or for the extraction of gasoline or other product thercfrom, the market vafue at the well of ones
cighth of the a3 40 sold or used. provided thal on xas sold at the wells the toyslly shall bes onccighth of the smount realited from auch aale; while there (s &
Kas well on Lhis lease of on acrcage pooled therewith but gas fs not being sold or uscd, Lessce may pay or tender as roysity, on or before ninety (90) days
after the dJate on which srid well is shut in and thereafter at annual inlcrvﬂ;‘_the sum of $1.00 per acre, and if such payment {s made or tendered, this lenae .
shall not terminate and it will be considered that gas ia being produced from this lcase in paying quantitics. Payment or tender of sald shut-in gas royalty )
may b made by the ¢heek or draft of Lessce mailed or delivered 2o the partles entitled thercto on or before the date ssid payment {3 due. Lessce shall have
free use of ¢il. Res, ¢onl and water from said land, except water from Leesir's wells, for all cpecrations hereunder, and the roysily on oll and gas shall

be compuled after deducling any 8o uacd, .

[ .

4. Loraee, At {L option, ia hereby given the right and power to pool Yr combine the aercage covered by this lease, or any portion thereol as to oll
and gas, vr cither of them, with other Iand, lease or lcascs in the immecdinte ticinity thercof o the exient, hercinafter stipulsted, when In Lossee’s fudament
it is necoranry or adviaable Lo <do 80 in ordee properly to explore, or to develop and opcrate asald leased premiscs in compliance with the spscing. rules of
the New Mernico il Cotrervation Conimisaivy, or other Inawful authorily or when to do so would, §n the judgment of Lesace, promote the ¢onscrvation of ¢ll
and xan in aod undee and that may be profuced (rom snid premiscs. Units pobled for oil hercunder shall not substantinlly cxcced 40 acres cach In area.
and unita pooled fur sas hercomder ahall not sulstantinlly oxeced In aren 640 ncrea each plus a tolerance of 107, thercof, provided that should governments
al authority having jurladiclion preacrilie or permit the creation of units Jargef Lhan thosc apecificd, unita thereafter crcaled may conform substantislly in size
with thoae preacriied by gavernmental regulativns. Lessce under the provisiont hercofl may pool of combine acreage covered by (hfs lease, or any portien
ther=of as abiove proavided as to uil in any one or more strala and as to gas In Ahy one or more strata. The unita formcd by poolink as to any stralum or sirata
aced not conform in alre ar arca with the unit or unita [nto which the lcase Ia pooled or combinied an to any other siratlum or strata, and oil units need
not conform as to aren with wan unita, The pooling In onc or more instanceh sholl not exhaust the rixhta of the Lessce hereunder to pool this lease of
purtfona thervcof fnto other unfta, Learca ahall file for record [n the appropridte recorda of the county [n which the leascd premises are situated an instrument
deavpiliing and dealanaiing the poehed acreage an-a poafeld vidt, Feasce may nt it eleclion exerclae ita pooling  optlan afler commenélng opriatlona for of
candeting an ot ar yes well un the Teared gaemiaes, and the paoled unft mny Inelude, bul (438 nol reipilresd o dnclude, Jand or leasen upnn which a weil
eapnbile of yroduclig ol ur gas T paylbg quantitics hne thetetnfura been completed or apon whivh opreatlona for the -iflllinn ol a well for oll or ges have
theeetufore v cammnie . Opraations for Arillieyg on e productton of oll or gas from any parl of e posted unit which inclidea all or & portfon of 1he
lunyg cavered by this lease reguniliers of whether auch operatlons for drilling were counmenced or auch production wae sccurerd before or afler the execution
of this instrument or the lastriment deatgnating the pooled unit, ahall he conablered Ka operationa for driiling on or produclion of ofl or gas from land cavered by
thie tcane whether o not the well or wella be lucated on the premisca covered by thia leane, and the entire acreage constituting asueh unit or units, as to ofl and gas,
or cither of them, as hercin provided, shall Le treated for all putposes, exeepl the payment of voyaltiea on production from the pooled unit, as £ the same
were included [n this lease. For the purpose of compuling the royaltics to which owners of royallica and payments out of production and each of them, shall
be entltled on production of olt and gas, or cither of them, from the pooled unit, there shall be allocateéd to the land covered by thls lease and Included in
said unil a pro rata portion of the oil and gas, or either of them, producid !iom tho pooled unit after deducting that used for operatlons on the pooted units,
Such allocation 3hall be on sn acrcage basis—that {s to soy, there shall be allocated to the acreage covercd by this lease and included in the pooled unit
that pro rata portion of the oil and gns, or either of them, produced from the ‘pooled unit which the number of surface acres covered by this lease and
included in the pooled unit bears to the tolal number of surface acres included in the pooled unit. Royaltics heteunder shall be computed on the portion of
such production, whether it be oil and gas, or eithcr of them, 20 allocated to tAv land covered by this lcase and [nciuded In the unit just ss though such
praduction were {ram such land, The producltion from an oil well will be convidered production from the tease or ol pooled unit from which It ta producing
end not as production from a gas pooled unit: and production from a gas wéll will be conaidered as production from the lesse or gas pooled unit from
which ft Is producing and net from an oil pooled unit. In addition to the fotexoing, Lcssce at its option is hercby given the right and power i?Giv lime

H to time 1o commit said Iand or any part or fermation or mineral substance cofered hereby Lo any <coperative or Ll Bilie. el of Pléiv of dévelopmeént and
: opceation, and 10 any modifications thercof, which have been approved by the New Mexico Oll Conservation Comr :ion or other lawful governmenial
In such cvent, the royally paysble to Lessor hercunder shall be ¢bmputed and paid on tha basis of th. uii_or gas allocated o such land under

: authority.

i the lerme ol any such sgreement or plan of operation, which brais shall be the same by which the royally due the United Staled or the State of New
i Mexico i compuled and paid. ‘This lcasc ahall not cxpire during the life of fuch agrecment or plan and shall be subject to the terms thereof and aseid
: sureement or plan ol oueration shall be filed with the New Mexico Oil Constrvation Commission, or other lawful aulhority, and Lessce shall record $n
the County in which the leancd premisca are sftunted, an Inatrument du:riblpz such agreement or plan of operalion and reflecting the commitment therelo,

and the same may be recorded cither before or after the complition of welle.y

|3 .

lisced on aniid Jand, or from land pooled therewith, bul Lwace {8 then enganed
sje thereon within 60 daya prior to the exsl of the prinary terms, the lease shall
eemnin in furca 8o lung as operations on anid well or for driiling or rowarking of sny atdditional well are proarcuted with no ceasation of more than €0 cons
tecutive daya, and if they reanlt o the productlon of ol or gns a0 long ereaftde na oll or gan (s praducet feom anld fanid, or from Inanid pooled thercewlth, If
after the capiratiun of the primary term of thia leane and after ofl or gan is produced from snhd 1and, o¢ from lanid pooled therewith, the production thereof
i should ¢ense from any cauav, thia leaac shall nol terminate if Lessce commences operationa for drilting or reworking within 60 days after the cessation of
! such production, but shall rvmain in force and e{fcct 80 long as such opcrations are proaccuted with no cessntion. of more than 60 conaccutive days, and
{f they result in the praduction of ail or kns, so long t\hereafter as oil or gas is produced from enid land, or from 1and pooled therewith. Any pooled unit
! deafznatal by Lessee Inaccordance with "0 terms hereaf, may be disaolved by Leasce by instrument filed for record {n the sppropriate records of the county
{n ‘~vhich the leared premines are situsted ot any time after the completion of a dey hole or the ceasntion of production on said unit, In the event a well or
wells producing oil or gas in paying auantitics should be brought in on adjncent land and within 660 fect of snd draining the lcase premincs, or land pooled
there~ith, Leasce axrceew to dritl auch offsct well or ‘wells as a reasonnbly prutdent operator would drill under the same or simllar circumstances. Lessce may
st any time cxccule and slcliver to Leraor or place of record a zelenne or releases covering any porlion or portions of the above described premises and
thercby surrender this lcuae as 1o such portion or portions and be relieved of ell obligations as to the acreage surrendered.

i 6. 3¢ at the expiration of the primary term oll or was {s nol belng. pr
3 in drilling’ of rewnrking operutiona therean, or ahail haye completal o dey he

6. Iamnce shall have the richt at any time during or after the expiration of this lcénse to remove all property and fixtures placed by Lessee on aald jand,
- fncluding the right to draw and remove el casing., When required by Lessor, Lesaco will bury all pipe lines Lelow ordinary plow .depth, and no well shall be
drilled within two hundred feet of any reaidence or barn now on eald Jand without Leasor's conscnt,

~ - . N

7. Tha rights of vither party hercunder may be assigned fn whele or In pnrt, and the provisions hercof ahall extend to their helrs, successors and asalgny
but no chanye or divislon in ownorship of the Innd or roynllics, however accomplished, shnll operate to enlarge the obligations or diminish the rights of
Lesace; and no chane or division in such aownerahip shall be binding on Lcadee until thirty (30) dnys after Leasee shall havo been furniahed by registered
! U. S, mall at Leanee's principal place of busineas with a certilicd copy of redorded instrument or instruments evidencing same. in the evant of Assignment
hereol in whole ur fn part linbility for breach of any obligation hercunder shall rest excluaively upon the owner of this lease or of a portion thereu! who
commita auch beeach. I aix or moro partica become entitled to royalty hércuniler, Leasco may withhold payment thercof unlese and until furnished with o

recordable inatrument excented by all such partica deaignating an apgcent to roecive payment for all, .

§

8. Tho Yreach by Leasco of any olilikation arisiog hercunder shall not woglt a forfelture or terminatlon of this leasc nor cause a terminatlon or revision

of the oninte created herehy nur ho grounds foe cancellntion hereof in whoale or [n part. In the:event Lessor considera that operatlonrs are not Al any time
telng condustist in compliunce with thie lcaae, Lesaor shall notify Leasce in writing of the facta relled upon aa constituting & bdreach hercof, and Lewsee, I
ta default, shall have alay days alter receipt of ‘auch notice (n which to commence the complinnce with tha oblizations {niposed by sirtue of \his {Astrument.
After the divcovery of ot e xan in paying quantitics on eald premises, Lessco shall develop the acreaze retalned hercunder as. a reasunably prudent operator
but in dischreging thin obligation (L ahall in no. event be required to delil more than one well per forty (40) ncres of the arca retained hercundee and capadle
of producing ofl In paying quantitivs and one well per 640 acros plus an acreago tolerance not to exceed 109 of 640 acres of the area retained hereunder

and ¢apablo of producineg wne in paying auantitica.
9. Tasaor herely wareants and axreea o defend the titlo to #ald Inmil amd n‘:rcm that Lesace nt {ta optlon miny discharge any tax, mortiage or other lien
upan aald fand elthee in whate ar in paet,-and {0 avent Leaace doea ao, it shall he aulivogated to such len with the right (o enforce same and apply royalties

acceutng herentaler townrd antinfying snme, Without Impalement of Leaace’s zight uniter (he warranty In event of falluro of title, 1t s axron) that {€ Lessor
owny an inteccet I the afl or gus un, In or under aald Jond less thun the eatire fee almple eatnte, then the royaliica to bo palil Leesor shall be redured

: prupurtionately, Stoall any one ur more of o partica named as Lessore fall o oxceuto this leane, it shall nevertheless be blnding upon the patly or parties
execuling tho sainv, : : :
30, Bhould Temwe Do pizevented from complylog wilth any expreas or Iniblied ¢ovenant of this leans, from eonducting drlillng or reworking operatlons

i thereun ur from 3 smluclok wil ur goa Wherefrony by reanon of acarcity of or Inphllity 1o ohtaln or to _uro cquipnient or mateelal, or by opcrativn ol foree

: majeare, sny Fedoral ar atste law ar any order, rule or. rexulntinn of ‘gaveraimenlal authorily, then while so pravenivd, Leasse's n\n\lutlon o comply with aveh
covenant shall b csapentiad, anl laasve whall not e Hable [a damnxen for fallire (o comply therawltht and this lonss shall be exlended whils and so lon
a4 Lesace fa prevorted by sy such cavuae from conducting «elliing_ or reworkjne opceatluns on. of from producing oll o xes from the leased yromises) -n‘
tha time while Jassce fs au prevented shall not Le euunted axalnsl Lesave, anylhing In this leass (¢ the sonirary notwlihstanding,

IN WITNEES WIHEREOY, this fnstrument So exesuled on the date firad {bon wrilten,

1
B i
N Nalson Collierx
I Laesor ‘ Lowooe
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Tebruaxy &, 1971

i ¥z. Robert A. Szown
: Fletcher, Oxlahoma 73541

Dear Mx. Srown:

we have previcusly furnished you an oil and gas leasa coveriag your
1/80th interest in six small tracts in Section 1, T-18-5, R-26-8,
Eddy County, Nei® Mexico. We have attempted to telephone you and
also to contact you by mail without results.

¥e would appreciate your reviewing the oil and gas lease, and if it
is acceptable to you, pleasa exacute it bhefore a notary pudblic and
place the bank draft in your bank for collection. If you have any
question whatsoever regarding this lease, please telephona our office
collect or contact us by mail.

Very truly yours,

% Curtis W. Mewbourne

CwM:Bid
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Dacember 27, 1973

Mr. Robert A. Brown
Flatcher, Oklahoma 73541

Dear Mx., Brown:

We aro attempting to conclude the leasing in the area which we have con~-

tacted you regarding an 0il and Gas Lease, We hava leassas for virtually

all of tho members of your family, and we would appreciate your executing
the 04l and Gas Lease which we have furnished you before a notary and

placing the bank draft in your bank for collection.

Wo roalise that it is a small interest, but we would cortadnly appreciate
your cooperation in congluding this mattor so that ws might wove forward
to making plans for the drilling of a well,

We hope that your Christmas was & wanderful one, and we wish you the best
in 1974,

¢ Very txuly yours,

sy

1A R

Curtis W. Mewbourne

Bjd
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November 28, 1973

Mr. Robart A. Brown

Fletoher, Oklahoma 73541

Dear Mx. Brown:i -

In the latter part of October, wa mailed you an Oil and Gas Leoase¢
with a bank draft attached covering your interest in Section 1,
T-18-S, R=-26-E, Eddy County, New Mexico. We have not heard from
you regarding this lease and have been unable to reach you by
telephone. The purpose of this letter is to be sure that you

received ouxr earlier correspondence.

We would appreciate your executing the original lease before a
notary and placing the bank draft, whkth the executed lease
attached, in your bank for collection.

Should you have any questions regarding this mattex, please call
us. .

Very truly yours,

Curtis W. Mewbourne

Bjd
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Ootobex 23, 1973

Mrx. Nolson Colliex
1605 Bixby ,
Ardmore, Oklahoma 73401

Dear Mr. Collier:

The attached 0il and Gas Lease and bank draft represent your intersst

in Section 1, T~18-~S, R-26~E, Eddy County, New Mexico. We have previously
lrased the other members of the Swearingen group and their heirs and
relatives. We would appreciate your executing the lease, having it
acknowledged on the back side, and attaching it to the draft which should
be placed in your bank for collection. We have also attached an extxra
copy of the lease for your files.

Your interest im the subject acreage is very small, and we would appreciate
your cooperation in exeouting this lease.

Very txuly yours,

Curtis W. Mewhourne

cWd s B3

Attachmentcs

SAME LETTER 701 Robert A. Brown '/
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DProducere. 6o Iev, (8 Year Lenae) 10-37 (FIVR YEAR TAID UP LEABE) Feim 143
. Poorbasgh P
OIL AND GAB LEASE A
THIS AGREEMENT made this .. 22nd day of..L Qctober 10.23., beiveen
—BORERT AL _BROWN . ® e 1
Lessor (whether ons or more}, whoee adirees 01 oo Fletcher,..Cklahoma.... 23541
and .. veeem MARK . PRODUCTION .COMPANY st cesees Lesise, WITNESSETH)

o om e pem ra o oo o o Dollars

qu.‘.“'—"'—"‘--"-‘-“""""'-"‘"""—""-‘""‘?'

1, Lessor [n constderatton of ... TEN..AND..NO/Z1Q0=x:

(8‘.1.0...00.....-...‘.-...) 1n hand pald, of the royaltlca hereln provided snd of o -o sgreementa of Ieasce hereln contalned, hereby grants, lerses and les ex-
elutively unlo Losace for Lhe purpoas of inveallgating, exploring, proepecting, deilling and mining for and produting oll and gua, laying plpe lines, building
roads, tanks, power atatfons, telephone lines and other structures thereon and on, over and acroes Jande owned or ¢lalmed by Lossor adjacant and contiguous

therele, o produce, sava take care of, ireal, lransport, and own sald produclrn, and housing Ha employees, \he following descrided land Ia
Edagy. County, ——New. Mexico to-wits

Township 18 South, Range 26 East, N.M.P.M. |

. &f preducing oll In paylng auantitles and one well

Section 1: Tracts 213,215, 216, 222, 243, 249, said Tracts being out of
the Fairchild Farm Land as recorded in plat records of the County Clerk of

Edd ounty, New Mexi'co :
2. Without reference lx lhcc <ommX1‘cmcnl. prosccutlon or ccssatlon at any tiine of driliing or other development operstions and/or to the dlscovery, de-
velopment or ccssation at any time of production ol oil o¢ xas and without further psyments than the royaltics hereln provided, and notwithstanding any-

thing else hercin contained to the contrary, this lcnse shall be for & term ol five years from this date (called “primsry term”) and as long thereafter as oil
or gas s produced from sald land or land wilh which ssld land {s pooled hereunder. :

! .

3. The royaltics to be nald by Lcesace, aret {a) on ofl, one.cighth of that produced and snved from sald land, the ssme to be delivered st the wells or to the
erodit of lcstor (nto the pipe line to which the weils misy be connceled; Leance mny from lime to time purchase any royalty oll in itsa pesscssion, paying the
marhel price therefor prevaiilng for the field where produced on the date of purchaac: (b} on gas, Including casinghead gas or other gaacous substance, pro-
duced from said Iand, and sobl, or uscd off the preavisca oc for the exteaclion of xnaoline or other product’ therefrom, the merket value st the well of onee
cighth of the gns 40 fold or used, provided Ihal on gas sold at the wells (he royally shall bo onc-clihth of the amount realized fzem such sale; while there U a
ass well on this lease or on aceenge pooled theeewith but gas le not belug eold or uvacd, Lesace may pay or tendee as royalty, on or before ninety (80} days
alter the date o which snidd well (s shut In and therealier at annual intervaly the sum of §1.00 per acre, and If such poyment {a made or tendered, this lcase
shall not terminate and it wHi e conatdered that gas {s belng produced from this lease {n paying quanlities, Payment or tender of sald shutin gas royalty
niay be made by the cheek or draft of Lovsce minilidd or dolivered to the partics entitled thereto on or before the dato said psyment ls due. Lessce shall have
free uso of oil, sas, ¢oal and water from sald land, cxeept water from "Lossor's wells, for all operatlons hereunder, and the royalir on oll and gas shall

be computed after deducting any so uacd, H .

4, lowsee, at It optinn, ta hercby miven the zight and power to pool oF combine the nerenge covered by this lesse, or any portlon thercol as to ofl
and gas, or cither of them, with other Iand, leane or lennes in the immediate viclnity thercol (o the extent, hercinsflter atipulated, when In Lessce’s judgment
(L o neconnary of advisalile to do so In arder properly Lo caplere, or to develop and onceate arld lcased hremises Ia compliance with the spacing rules .of
the New Mexleo Onl Cotrervation Conimisaion, or other las:ful authority or when to do so would, In the judgment of Lessce, promole the conservation of oil
and xas In and uniler and hinl may Le prodiuced from anld premiscs, Units pooled for ofl hercunder ahall not substantinlly cxcced €0 acres cach in area,
and unita peoted fur gan hercunder abnll not aubetautinly cxceed n arca 640 acrea each plus a tolerance of 109% thercol, provided that should governments
al authority having juriadiction preacribe or permit the ercation of unita larger, than those speelticd, unila therealler ercaled may conform substantially In size
with thoae prescriicd by guvernmental rekulations, Lessce under the provislona hercol mny pool or combine acrcage covered by this lease, or any portion
thereof as above provided ns Lo 2 [In any one or morc etratn and ns to gns In dhy one or more strala. The units formed by pooling as to any siratum or strats
necd nol conform (n site or arca with the unit or units into which the leade is jruoled 0F comuined &3 10 aiy Ollici dWallin ©f ariala, ano o uniie hieve
nut conform as lo arca with gas unlla, The pooling In one or more Inatances shall not exhaust the rights of the Lessce hercunder to. pool this lease or
portions thercof $nlo other units, Leaace ahall file fur record In the appropriate rccords of the county in which the lcancd premiscs are situsted ar Instrument
deseribing and designating the peoled acrcage 23 a pooled unit, Lesace moy at {la clection cxercise its poollng option  after commencing operations for or
completing an ofl or ras well on the Jeaaced premiscs, and the pooled unit may Include, but it fs not required to Include; 1and or ‘leases upon which a well
enpnhle of producing oll or gas [n payink quantiticsa haa theretofure heen compleled or upon which operations for the drilling of a we!l for oIl or gas have
theretnfore Leen canimenced. Qperations far drliding un or productinn of oil or gps from any part of the pooled unit which includes all or a portion of the
tanid covered Ly thia teane roegnrnidtfoss of whether auch oncratinns for driiling were commenced or aueh produclion was sccured before or after the execution
of thin (natrument or the Inatrument dealgnating the pooled unit, shall be conaidored as operations for drilling on or production of oil or gas from land covered by
thia Jeane whether or not Lhie well or wella Le lotated an the premines covered by this lease, and the entire acrcage constituling sueh unit or units, as to oil and gas,
or cither of them, ne herein provided, shall Le treated for all purpoecs, excepl the payment of royaltica on produciion from the pooled unit, as §f the same
were Included In Lhia leane. Yor the purpuse of computing the roynltiea to which nwners of royaltics and payments out of preduction and cach of them, shall
bo entitled on production of oil and gaa, or cither of them, {rom the pooled unft, there ahall be atlocated tu Lhe land covercd by this icase and included in
anid unit & pro rata portiun of the oil and gas. or cither of them, produccd from tho puoled unit after dedycting that used for operations on the pooled units.
Such allocation shall Lo on an acreakc baain—that fs to sny, there shall be allocated to the acrenge covered by this lease and included In the pooled unit
(hat pro rata portion of the oll and sxas, or either of them, produced from the. pooled unit which the numb>r of surface actcs covered by this lecae and
Included in the poaled unlt buars to the total niumber of aurface ncres Included in the pooled unit. Royalties hereunder shall be computed on the portion of
such praduciion, whether {t he oll and gas, or cither of them, 40 alloeated to the Jand wrered by thie lease and fnetuded in the unit Jusl as though such
production were trom sueh Innd. The produetion frem an ol well will be considered production from the lcnse or oll pooled unit from which it ia producing
and nul ae produniivn fioa & jub puuiad S0 and pradustien fram o a gan well will be conatdered a8 produclion from the lense or gas pooicd unil from
which [t {s prealucing snd nat feam an ofl pooted unit. In additlon to the fofeguing, lcasce at its opntion is hereby slven the right and power from time
o time to commit anid Innd &r any part or furmatiun or minera} aubstance. covered herchy to any coopernlive or unit agrecrnent or plan of development and
operation, and 1o any mexdificationa thercof, which have heen approved by thk New Mexico OIl Cons¢rvation Commission or othér lawful governmental
authority, In auch cvent, the royalty pnyalie to Leasor hereunder ahall e computed and pald on the bnais of the oll or gas eitocated to such land under
the terme of any such aurcement or pinn of operatlon, which Loale shall be the anme by which the royalty due the United Siaves or the State of New
Mexico fo computed and paid. This leane shall not explre during the lifa of auch ngreement or ptan and shali be aubject to the terma thercof and said
agre~ment or plan of aperntion ahell be (iled with the New Mexlco O Consorvation Commission, or other lawful suthority, and Lesasee shall record in
the County In which the Jensed premiscs arc sftuated, an inslrument doscribing such agreement or plan ol operation and refiecting the commilment therelo,

and the same mny be recorded either before or after the completion of wells, !

§. If at the expiratfon of the primory term ofl or gas s not being produced on safd land, or from land pooled therewith, but Lessce fs then engaged
In drilling or reworking operatlons thercon, or ehatl have completed a dry. hoje thereen within 60 dnys prior to the end of the primary terms, the lcaze shall
remain In forco vo long aa oncratinna on sald well ar for drilling or reworking of any odditional well are prosccuted with no ccasation of more than 60 cone
sccutive doys, and If they reault in the nroductinn of oll or gos so long thercalter ns oil or xns is produced from said land, or from land pooled therewith. If,
wfter the expiration of the primnryiterm of this teane and after oil or gas Iy produced from snid lard, or from Jand pooled therewith, the production thereof
should ¢case from any cause, this leauc shall not terminatle If Lessce commentes operalions for drilling or reworking within 60 Jaya ofter the ccssation of
such productlon, but shall remnin in force and effect so long as such operntions are prosccuted with no ccssation of more than 69 =onsccutive days, and
it they rasuit [n the productinu of oll or gas, &6 long thereafter a3 oil or gas {8 produced €rom sald lsnd, or from land pooled therev:ith. Any pooled unit
dealgnated by Lcasce in accordance with the terms hercof, may be. dissolved by Leasce by instrument filed for rceord In the appropriate records of the county
in which the lcared premises are situated at any time after the completion  of a dry hole or the cesaation of production on #ald unit. In the event a well or
wells producing oil 6r gas in paying auantitics should be brought In on adjscent land and within 6§60 feet of and draining the lease premiscs, or land pooled
therealth, Leasce ageecs to delll auch offsct well or wells as a reasonably prudent opcrator would drill under the sante or simllar circumstances. Lessee may
at any time exccule and deliver to Leasor or place of record a relcase or releases coverlng any portion or portions of the above deveribed premises and
thercby surrender this Ierao s to such porlion or portionas and be relleved of all obligations as to the acreage surrendered.

6. Lessce shall have the right at any ‘UIme during or after the expleation of this lense to remove all property snd fixtures placed by Letsce on aald land,
{ncluding tha right 10 deaw and remove all casing. When requlred by Lessor, Licrsco will bury sll pipe lincs below ordinary plow .deplh, and no well shall be
drilled within two hundred fcal of any resldence or barn now on anid Iand without Lessor’s consent.

7. Tho rights of cither pnrty hercunider mny be aarlgned In whole or. in pnrt, and the provisions hereol shall extend to thelr heird. succcraors and anaigns
Lul no chenpe vr dividdon In uwnership of the lan oe royaitics, however accompliahed, shall opcrate to enlarge the obligations or diminfsh the rights of
Leasie; and no chavge ve disiaiun In such ownerahlp shall bo bindink on Lenace: until thirly (30) days afler ILcasee shnll have been furnished by registored
1. 8. mall at Leanee's prloelpal place of bicincan with a certlfled ¢opy of redorded inatrunient or {nstruments cevidencing same. 3n the cvent of amsignment
hereal In wholo e fn part liability for breneh of any abligatlon heecunder shall reat exclualvely unon the owncee of this leane or of a porlion thereof who
cummits auch Lreach, M alx or muro parties hecome entitled Lo royalty hercunyder, Leanco may withhold payment thercof unlcas and until furnished with o
recordable [natrument eacented by all such pariles destgnnting an agent (o rocelve payment for all,

8, Thae breach by Leasco of any ohligatlon arisfng hercunder ahall not work a forfeiture or termination of this lcase nor caune a termination or revislon
of the cslnta ercata] hereliy nor lie groumle for cancellation hereol In whole or ‘In part, In the event Leasor conalders that opcratlons are not at any. time
belnk condurted {n compliance with this leare, Lesaor shall notlfy Ledace in writing of the facts relied upon ns conatituting a breach hereof, and Lewsce, §f
fn default, shall have alxty days afier receint of such notlee In which lo commenco the complisnce with the obligations Impeted by virwue of this Instrutaent
Alter tho dlecovery of vil ar unas in payink quantitice on sald premlsce, Lessco ahall develop the acrcare retained hereunder as a reasonably prudent operstor
but In dinchsrglng thia cblntation b shall 0 no ovent be requlred to drlll more than one well per forly (10) acres of the arca retained hercunder and capabla

per 640 acros plus an acrengoe ltolerance not to cxceed 109 of 640 mcres of the area retalned hereunder

and capablo of prafucing wue fn payling quantitics,

9.  T4asne herehy warrants and sagrecs lo dofend tha Utte to aafd lanil ahd agrees that Leasce at {ts optlon may discharge any tax, morigage or other lien
upon aald Jand elther fa whole or [a part, and In eveal Leasce doca ae, [t ahall be subrogated to auch len with the right 1o enforee same and apply royaltios
sccrulng hercnnmider toward aatisfying same, Withnut impalement of Lessce’s rlght under the warranty In event of fatlure of title, It {s agreed that {{ Lessor
owns an lulercat In the vl wr gas on, In or under snld land lesn than the entlre fee simple eatate, then the royaitics to be pald Lescor shall be reduecd
projpartionately, Should any une or more of the partles named aa Lessors fal] to exccuto this lease, It thall nevertheless de binding upon the party or parties

execuling the smine,

16, Hhould Leaste be provented from complyling with any express or Implicd. eovenant of thls leane, trom conducting deilling or zeworking operations
therean or from rmluclmr nll ur gas Lherefram hy teanon of aearcity of or Innbilllty to obinaln or to use enudnmeat or materin), or by operatlon of foree
meajcure, any Fedits) or atnta Jaw or any order, rule oe regulntinn of yovernmental authorlty, then while so prevented, Lessee's obdgatlon 10 comply with such
covenant shall he wapenlad, and fcasce shall nob be linble In damages for falluro Lo comply therawlthl and this lcane shnll be extended while and so long
as Lraset le previ atad by sny sueh caune from conducting fetlling_or reworkine operations on or feom preducing oll or gas from Lhe leased premlses) and

the time while Lemica [0 su prevented shall not be counted sxainal Lesace, anything In this-Josse Lo Lthe conlrary notwithatanding,
IN WITNESB ‘NNYEREOF, this Insteument fa execuled on the data first above wrlitan,

s o 80}

' ._ A Robert A, Brown

s

Laseer ’ . ‘




KELLAHIN AND FOX

ATTORNEYS AT LAW
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JASON W. KELLAHIN POST OFFICE B0OX 1769
ROBERT E.FOX SANTA FE, NEW MEXICO 87501
4 ° TELEPHONE 982-4315
i W.THOMAS KELLANIN

AreAa CODE SO5

May 24, 1974

s -
i ) £ % . . iy ﬁ
fll[ A0 B0 1974 Iw;
i H
f {‘.‘2) . e !_jj
y Oil Conservation CommissionU™ CONSERVATION &hivi:
of New Mexico Santy Fo i
P, 0. Box 2008 -
Santa Fe, New Mexico 87501 p" : = 257
Re: Mark Production Company
Application
Gentlemen:
I am enclosing the original and two copies

of the application of Mark Production Company
for compulsory pooling in Eddy County, New Mexico.

Please set for hearing fox July 10, 1974.

Very truly vouys,
()’\A \%

W. Thomas Kellahin

WTK: ks
Enclosure

cc: Mark Production
w/ encls.

DOCKET MAILED

g 7$’




BEFORE THE T e e

OIL CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION Cmi. P20 S 26 /
OF MARK PRODUCTION COMPANY FOR

COMPULSORY POOLING, EDDY COUNTY,

NEW MEXICO.

APPLICATION

COMES NOW MARK PRODUCTION COMPANY, and as provided
by Section 65-3~14, New Mexico Statutes 1953, as amended,
applies to the 0il Conservation Commissiop of New Mexico
for an order pooling all the mineral interests in and
under the E/2 of Section 1, Township 1§“South, Range 26
East, N.M.P.M., Eddy County, New Mexico and in support

therenf would show the Commission:

1. Applicant is a working interest owner in the
E/2 of Section 1, Township 18 South, Range 26 East, Eddy

County, Mew Mexico.

2. Applicant has obtained voluntary agroemcn?;izz}étﬂjbﬁd

pooling from all but the following: «____

s =’ 6/7 7

(a) Robert A. Brown
General Delivery ﬂL&xL

N }(} Fletcher, Oklahoma 133541
: 4% , ;
A \.:i" (b) Nelson Collier bizf\f SKET MAIED
Q \ ")-. 1605 Bixby “n“-, T'?" “"_.“ e
‘ XyB Ardmore, Oklahoma 73401 v LS
\ e ““rfkhm=mv‘wy*“

That each nonconsenting 1nterest owner has 1/80th
interest underlying Tract 213, 215, 216, and 222
each of which contains five acres more or less
within the unsurveyed area of the Fairchild Farm

land.




3. As reguired by the nrovisions of Commission Rule
104, applicant provoses to dedicate the E/2 of Section 1,
Township 18 South, Range 26 East, N.M.P.M., BEddv Countv,
New Mexiao, to the well. | |

4. Applicant requests that it be desianated operator
of the pooled unit requested above.

5. Applicant proposes to drill a well to test the

Atoka-Pennsylvanian Pool at an orthecdox well location 980

—

feet from the South linz and 990 feet from the East line

=
Soam

in Section 1, Township 18 South, Ranage 26 East, N.M.P.M.,

[

Eddv County, New Mexico.

6. Applicant has been unable to obtain voluntary
agreement for the pooling of the unpooled interests indi-
cated in paragraph 2 above, and in order to avoid the drill-
ing of unnecessary wells, to protect correlative riaghts, and
to prevent waste, the Commission should pool all interests

in the spacing or proration unit as a unit.

WHEREFOPRE, applicant respectfullv requests that the
Commission set this matter for hearing before the Commis-
sion's dulv appointed examiner, and that after notice and
hearina as required by law the Commission enter its order
poq;ingwgll,interest_ungg;}vinq the E/2 of Section 1, Town-

ship 26 South, Range 26 East, N.M.P.M., Eddvy Countv, New

" ST SN
o

B

~~Mexico, and desianating applicant operator of the pooled

unit,; toagether with provision for applicant to recover its
costs out of production including a risk factor to be

determined by the Commission and with provisions for the

-2




the payment of operatina costs and costs of supervision
out of production to be allocated among the owners as
théir interest may appear and for fuxther orders as may

be proper in the premises.

Respectfully submitted,

; MARK PRODUCTION JCOMPANY

BY -
KELLAHIN & FOIX
P. O. Box 1769
{ Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT
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_ BEFORE THZ 0IL cowssavar:

=/ - OF THE STATZ OF Nz Mzxrco
TN THE MATTER OF THZ HEamIne
CALLZD BY THE OIL CONSZRVATION

GR9) COMAXSSION OF NEZW MEXICO PoR

THE PURPOSE OF CONSIDEZRIN

iG:

APPLICATION OF MARK PRODUCTION COMPANY
FOR COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO. ,

ON COMMISSTON

A<

CASE NO.

5267
M"’“‘ _---_-——.
Oxdar ¥o. R~
"‘*——q

K553/

BY THE COMMISSTION:

This causge came on for j
at Santa Fao New Mexico,

-2

NOW, on tais

2aring at 9 a.pm.
bafora Examiner Daniel S. NUtter

day o July

July 10, 1974
on

e .
a quorum L21ng presant, ha
and the recommandations of
in tha premises,

(1) what dque
law, the Commissio

BN % PN
matier thereor,

(2)

pudblic notice ha
n haa jurisdictio

That the applicant

& ~=r

seeks an order

Pennsylvanian formation

f i 1l-
of Section

ving basn given ag
n of this cause and

ving considerad the
ths Examiner, and

Mark Production Company
— 2aLX PYrc

pcoling all mineral inte

undexlying the

+ Township 18 South

’ l9jf, the Commissio
testimony, the reag
baing fully advisag

N

e

r
Lo Ye)

rests in the

E/2
wh

» Range 26 East

N¥pr, Atoka-Pennsylvanian pool

Mexico.

Eddy

County, New
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(3) “Yhat the applicani has the righi to drill and proposes
at am location 990 feet from the South

to drill a well /1ine and 990 feet from the East line of said 4
~Section T

(4) 2hat there are intoresht ownevs in the proposad proration

1nlt who have not agresd to pool thalr interests.
(5) That to avoid the drilling of unnacessary wells, to

g:ﬁtect correlaﬁive rights, and to afford to the owner of each
“aterest in sald unit the opportunity to recover oy receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
»ooling all mineral interests, whatever they may be, within said
-n1t |

the applicant should be designated the operator

ol
it

- {6) The
the subjiect well and unit.
(7} . That any non-consenting working interest owner should

afforded the opportunity to pay his share of estimated well

L
S
1

costs to the operator in lieu of paying his share of reasonable

w2ll costds oult of production.

A

(8)~'That any non-consanting workzng‘interest owner that
ices rnot pay his share of estimated well costs should havé
withheld from production his share of the reasonable well costs
p;us an add 1tlond1;&§51ktcgnﬂﬁ as a‘reasoﬁable charge for th
sk hvo’v ed in the drilling of the well.

{9) That any non~¢on ing interest ownex should be

forded the opportunlty to object to the éctual wall costs but
1at actual well costs should be adlopted as the reasonable well

.

'sts in the absence'of such’ objection. ’ ' :

(1L0) Thdc following deLLLmlnatlon of reasonable well costs,

.~ non-—-consenting working interest ownex that has paid his

~axe of estimated costs should pay to the oparator any amount

(8

e

[ede

Ly

agoilable well cosis exceed estlunzted well costs and
wnuld receive from the oparator any e:nuh\ that paid estimated

“11 caosts excead reasonable well costs.

(=
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Casa No.
Order DdNo. R

TR £ h A gt S e et
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i unit to commence drilling of the well to which said unit is

N
X ? (11) That /’?;f’ per month should ke fixed as a reason-
ig g apble charge for suparvision (combhined fixed rates); that the
zi ; operator should be auvthorized to withnold from production the
i
f; é proportionate share of such supsrvisicon charge attributable to
! i
% % each nron-consenting working interest, and in addition thereto,
5 i , E ,
. § | the operatoxr shbuld b2 authorized to withhold from production
g the proportionate share of actual expenditures required fox
§ opérating the subject well, not in excess of what are reasonableg
é attributable to each non-~consenting working interest.‘. |
é (12) That all proceeds from production f£from the subjeét
§ well which are not disbursed for any reason should be placed
% in escrow to be.paiq to the true owner thereof upon demand and
% proof of ownéfshipi
%, a (13) That upon the failure of the operatcr of said pooled
4
2

b}
(Ja

. dedicated on or before gﬂgﬂgé;‘ﬁ / ZZZ?‘_, the orderxr
' ses

i

3 ; pooling said unit should become null and void and of no effsct
5 ii wnatsoever.
¥ i IT IS THEREFORT ORDERED:

d AT

(1) That all mineral interests, whatever they may be,

in the Pennsylvanian formation undeilying the E/2

[3 X rd N
of Section 1 ° , Township 18 South, Range 26 East , NMPHM,

; Atoka—Pénnsylvahian Pool . Eddy County, New Mexico('

are hereby pooled to form a standaxrd acre gas spacing

and proration unit to be dedicated to a well to be'drilléd-
at anmfcadhelE®x location 990 feet from the South line and 990
feet from the East linc of said Section 1. . .

LDROVIDED HOWEVER, that the operalor of said unit shall

LAt At it e W ner

commence the drilling of said well on or before the /J¢p dav

of ~JM3HA£QZZ$ﬁ¢*_ , 1973, and shall thereaftexr continue the

deilling of said well with due diligence to a depth sufficient to

NS S 0 AR bk b e At L A A S MR

rivet e ma

tast the Pennsylvanian formation;

PROVIDED FURTHER, that in the event said

;
o
o}
b ]
2
3
[ns
2
[
83
s}
)
L/
o]
Q

commence the drilling of said well on or before the /g day

of M@anker, 1978, Order (1) of this oxder

void and of no effect whatsoever:

4]
;—r
[
=
]—l
C
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=3
fod
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H
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Case DNo.
Qrd=2r No. R

vave

:o- - .
(11) that P/ 73 per month should be fixed as a reason
able charge for suparvision (combired fixed rates); that the

from production the

[o7)

operator should be authorized to withnol

—

proportionate share of such supzervision charge attributable to

- s Aty o

i each non-consenting working interest, and in addition thereto,
the operator should ke authorized to withhold from production

th

(i

proportionate share of actual expenditures required for

i
{ . . . . . - -
! operating the subject well, not in excess of what are reasonable

(12) That all proceeds from production from the subject

wall which are not disbursed for any xeason should be placed

in escrow to be paid to the txue owner thereof upon demand and
proof of ownership.’

! (13) That upon the failure of the operatcer of said pooled.

it unit to commence drilling of the well to which said unit is

© dedicated on or before ﬂa&mé;&a Z Z?ZZ‘, the ords

K

i, pooling said unit should become null and void and of no effact
ii wnatsoever.
¥ IT IS THEREFORZ ORDERED:

(1) That all mineral interests, whatever they may be,
', Yy o

in the Pennsylvanian formation underlying the E/2

» y) . .
of Section 1 ° , Township 18 South, Range 26 East , NMPHM,

Atoka-Pennsylvanian Pool r Eddy County, New Mexico{'
are hereby pooled to form a standaxd acre gas spacing

and proration unit to be dedicated to a well to be drilled
at anygceshhaREX location 990 feet from the South line and 990
feet from the East line of said Section 1. . .

N AR o bk AW g a Wil

Lt Soten ) s 1oy Vea'no

PROVTDED HOWéVER, that the operator of said unit shall
commence the drilling of said wall on of before the Zitag* day
of A/n‘uqflax' , 1973, and shall thereafter continue the
drilling of said well with due diligence to a depth sufficient to

Pk Ao N N e/ 8 e b v 3

cMruan e aarr e y e

test the Pennsylvanian formation;

v A

PROVIDED FURTHER, that in the event said opcetakor dony nol

L S S,

coruience the drilling of said wall on or befora thoe ”An: day

of M&Lﬂ(' 1978, Order (1) of this ordor shall be null and

void and of no effect whatsoever;

I AL R bt b B ey
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cemoletion, or abandonmant, within 120 days after compencenent

w— e o

tnaraof, said operator shall appsar before the Comaission and

stow cause wnhy Order (1) oI this order snould not bz rescinded.

(2) That Mark Production Company is hereby designate

s

the Commission and each known working

L] s SO A
5

5 unit an itemized schedule of esiimated

T (4) That within 30 days from tha date the schedule of

I T
r

estimated wall costs is furnishned to him, any non—consenting

working interest owner shall have the right to pay his share

e et e e e

cf estimated well costs to the operator in lieu of paying his i

share of reasonable well costs ocut of production, and that any

e ¥ g alak
vl W

e on s AYe

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

ng costs but shall

s
]
H
O
=
Q

s
W
h"
]
12
I.l-

3 ! vided above shall remain liab

not be liable for risk charges.

[ A

(5) That the operator shall furnish the Commission and each

e R

known working interest owner an itamized schedule of actual wall

[ N
ih

costs within 90 days following completion of the well; that

B e T P PO

no cbjection to the actual weil costs is receilved by the Com-—

mission and the Commission has not objected w1th1n 45 days

following receipt of said schedule, the ac;ual well costs shaTl

= P e SIYL iy A Snfemament & by

be the reasonable well costg, nrovid 2 however, that if there
is an objection to acPuaT well costs within said 45~day period

1

the Cormission will determine reasonable wall costs after public

A A R T S T R SRR A AN R o

notice and bea ng.

T T T PRI M e

T AL Sttt W wnans 5 P Mt

(6) ‘'That within 60 days following determination of reason-

.t

able wall costs, any non—-consenting working interest owner that

has paid his share of estimate provided

]

cests in advance a

fu
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—-5—
s Case MNo.
Order Nao. R-
\ - N
i above shall pay to the operator nis pro rata share of the amount
i !
i : , : ; i
. that reasonable well costs excezd estimated well costs and shall
: !! receive from the opzrator his prxo rata share of tne amount that
ﬁ estimated well costs exceed reasonable well costs.
§ © (7) That the opsrator is hereby autnorized to withholad
; the following costs aand charges from prcduction:

(A) The pxo rata shara ¢f reasonable well costs
attributable to each non-consenting working
interest ownar who has not paild hkis share of

: estimated well costs within 33 days from the
: o
; o date the schedule of estimatad well costs is
< . |
t furnished to him.
: (B) As a charge for the risk involved in the
| drilling of the well, Wf the pro rata
il ' . .
4 share of reasonable well costs attributable
i to sach non-~counsenting working interest
owner who has not paid his sharz2 of astimated
i well costs within 30 davs from the date the
@ schedule of estimated well costs is furnished
ﬁ to him.
; ; ! (8) That the operator shall distribute said costs and
1] i .
B charges withheld from production to the parties who advanced
8
4 3 : '
B ¥
% ! the well costs.
i ! T
5 my = - 3 1 £ 3 -
5 {(9) That ‘ rer month is herxedby fixed as a reasonahl
!’z ———
i : - ¢ s vt s ges
3 !; chavge for supexvision (combined fixed rates); that the oparator
4 i . . ‘ ‘
& ;v is hereby authorized to withhold from production the proportionate
£ ; ‘ . ‘
] 3 . - . . . .
i i share of such suparvision charge attributable to each non-
i : consenting working interest, and in addition thercto, the operator
Y o .
H 2 . ‘1 - . .
1 it is hereby authorized to withhold from production the proportionate
¥ H
¥ i . . . . -
i ;. share of actual expendituraes reqguired for operating such well,
I 1
i i
: {i not in excess of what are reasonable, attributable to each non-
i il consenting working interest.
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5 (10) Tkhat any unsevered mineral interest shall be considered
: i ) »
% a ceven-eighths (7/8) working interest and a one-2ighth (1/3)
4
1
{t royalty interest for the purpose of alilccating costs and charges
i
: H
: 1 under the terms of this oxder.
i ;.‘ > 1 A g )3 : T 4
{ F . (11) That any well costs or chargsas which are to be paid
i out of production shall be withheld conly from the working ‘
i
i: . ~ . s . - :
1l interests share of prodauction, and no cosits or chargas shall
o : .
g be withheld from production attributable to royality interests. .
(12) That all proceeds from production from the subject {
well which are not disbursed for any reascn shall be placed in
escrow in _ Eddy County, MNew Mexico, t¢ be paid to thz true owne
li thereof upon demand and proof of ownership; that the operator
1 shall notify the Commission of the name and address of said
H .
4
j} escxow agent within 90 davs from the data of this oxder.
; :
i - {13) That jurisdiction of this czuse is retained for the
3 entry of such further orders as the Commission may dsem necessary.
i .
3 DONE“at Santa Fe, New Mexico, on the day and year hereinabove
i: designated.
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