CASE 3545: Application of JOHN
. ...__._ YURONKA & ROBERT E. CHANDLER for
COMPULSORY POOLING, LEA COUNTY.
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Belcher #1 (NMOCCO No, R=3263-A)

Balance
oralice

Well Costs $ 148,781.34

Operating Cost $ 25,070.26
" June, 1972

794.93

25,865.19

TOTAL : $ 174,646.53
Plus 35% \ 61,126.29
$7235,772.82

T e o st e e i

; . TEXAS PACIFIC - 50% Working Interest
i : .

$ 117,886.42

Value of 0il Runs

(After taxes & trucking) . $ 165,476.12
May (0il & gas) - 1,708.96

$167,185.08

TEXAS PACIFIC - 40.625% $ 67,918.94

Net Deficit 49,967.47




Joint Account Statement

Belchar #1 (NMOCCO No. R~3263-A)
July, 1972

5
ct
[¢t]

Ralance

Well Costs | ) s 148,781.34

Orerating Costs $ 25,.865.19

~ .

July, 1972 B 365.27
26,230.46

TOTAL $ 175,011.80
Plus 35% 61,254.13
236,265.93

~ TEXAS PACIFIC - 80% Working Interest $ 118.132.97
'

Value of 0il Runs

(After taxes & trucking) $ 167,185.08
June (0il § gas) 2,347.39
T $169,532.47
TEXAS PACIFIC - 40.625% " 'S 68,872.57

Net Deficit 49,260.40

N




Joint Account Statement

Bolcher #1 (NMCT"0 No. R-3263-A)
Date Aupust, 1972

Well Costs . $ 148,781.34
; Cperating Costs $ 26,230.46
g; August, 1972 328.77
| ' 26,559.25
TOTAL 5 175,340.57 ;
Plus 35% . 61 36920 :
236,709 77 _
_ TEXAS PACIFIC - 50% Working Interest $_118 354,88 p
Value of 0il Runs
(After taxes §& trucking) $169,532.47
July (oil § gas) 1,634.93
e $171,167.40
TEXAS PACIFIC - 40.625% ’ | S 69.53.76 !
Net Deficit - ' . 48,818.12
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Joint Account Statanent

Beloher #1 (NMOUCO No. w-3263-A)

Well Coste

$26,559.23

Operating Costs 2
232.75

Septenber, 1972

TOTAL
Plus

~ .
‘o

w
('F'

~ TiXAS PACIFIC - 50% Working Intercst

Value of 0i1 Runs .
(Af'ter taxes & trucking)
August (01l § Gas)

$171,167.40
2,109.89

TEXAS PACIFIC - 40.625%

Net Defieit

Date Scptember, 1972

Balance

$148,781.34

_26,791.98

$175,573.32
(1.450.66
237,023.98

+$ 118,511.99

$17%,277.29

5 70,393.90

48,118.09




Joint Account Statement

flolcher #1 (NNMOCCO No. R-3263-A;

Well Costs

Operating Costs $26,791.98
October, 1972 369.20
TOTAL

Plus 35%

~ TEXAS PACIFIC - 50% Working Interest

Value of 0il Runs

(After taxes & trucking) $173,277.29
September (01l § Cas 2,644.17

TEXAS PACIFIC - u0.625%

Net Deficix

Date Qctober, 1972

[ TR
Zarlanee
Aot

$148,781.34

27,161.18

$175,942.52

01,579.88

Ny sy e~

237,522.4

$ 118,761.20

$175,921.46

$ 71,468.00

47,293.11
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Beloher #3 (NMOCCG Noo R=3203-A)

Well Costs

Oporating Costs
November, 1972

TOTAL
Plus 35%

- TIEXAS PACIFIC - 503% Working Interest

Value of 0il Runs
(After taxes & trucking)
October {0il § Gas)

TEXAS PACITIC - 40.825%

Net Deficit

Account Statanent

Date Novenber, 1972

Balance

$148,781.34
$27,161.18
271.96
27,433.14
$176,214.48
61,675.07
237,889.55

$ 118,944.78

$ 175,921.46
1,783.67 .
+ $177,705.13

s 72,192.71

46,752.07

T N R e R




Joint: Account Statement

Relcher #1 (NMOCCO No. R-3263-A)
Date December, 1972

Balance

Well Costs . $148,781.34
Operating Costs $ 27,433.14
Dec. 1972 475.30

27,908.44

TOTAL $176,689.78

Plus 35% 61,841.42

238,531.20

~ TEXAS PACIFIC -~ 50% Working Interest $119,265.60

Value of 01l Runs

(After taxes & trucking) $177,705.13
Nov. 1972 2,107.75

$179,812.88

TEXAS PACIFIC - 40.625% $ 73,048.98

Net Deficit | | 46,216.62




Joint Accounit Statement

Belcher #1 (NMOCCO No. R-3263-A)

Date Jan. § Feb, 1973

Balance
well Costs ) "~ $ 148 .781.34
Operating Costs $ 27,908.44
" Jan. 1973 341.72
Feb. 1973 278.05
’ 28,528.21
TOTAL ©$177,309.55
Plus 3%% . 62,058, 34
239,3607.89
TEXAS PACIFIC - 50% Working Inferest $119.683.94
Value of 0il Runs
(After taxes & trucking) s 179,812.88
Dec. 1972 » : 2,196.50
Jan. 1973 22065.02 $184,074.40

$ 74,780.23

TEXAS PACIFIC - 40.625%

Net Deficit 44,903.71
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Belcher #1 (MNMOCCO No. R=3263-A)
Date Januaxy & Februarv, 1972

Balance
Well Costs o $ 148,781,34
Operating Costs ' $23,305.98
January, 1972 , 230.37
February ‘ ) 352,89
— 23,890.24
TOTAL . . $ 172.671.58
Plus 35% |
233,106.63
TEXAS PACIFIiC - 50% Working Interest , i '$_116,553.32
Valuc of 211 Runs ’
(After taxes & trucking) $155,953.48
December, 1971 (o0il) 905.87
Dec. § January, 1972 (gas) 2,399.85 $ 159,259.20
TEXAS PACIFIC - 40.625% . . § 64,699.05

Net Deficit A . 81,854.27
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Belcher #1 (NMOCCO No. R-3263-A)

Well Costs
Operating Costs $23,890.24
March, 1972 485,01
April 424,89
TOTAL
Plus 35%

TEXAS FACIFIC ~ 50% Working Interest

Value of 011 Runs

(After taxes & trucking) $159,259.20
February, 1972 1,780.33

March, 1972 2,309.22

TEXAS PACITIC - 40.625%

Net Deficit

Joint Account Statement

Date March § April, 1972

Balance

§ 118,781 .34

24,800.14

$ 173,581.48
B0, 753.52

$ 234,335.00

- $ 112.167.50

$ 163,348.75

$ 66,360.43

- § 50,807.07
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' Joint Account Statement

Belcher #1 (NMOCCO No. R=3263-A)

well Costs
Operating Costs . $24,800.14
May, 1972 » 270.12
TOTAL
Plus 35%

TEXAS PACIFIC - 50% Working Interest

Value of 0il Runs

(After taxes & trucking) - $163,348.75

April, 1972 _ C 2,127.37

TEXAS PACIFIC - 40.625%

Net Deficit

Date _ May, 1972

Balance

9 140,7/01.34

25,070.26

$ 173,851.60
50, 843,06

 § 234,699.66

- ¢ 117,349.83

$ 165,476.12

- $ 50,125.16
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OIL CONSERVATION COMMISSION
P. ©. BOX 2088
SANTA FE, NEW MEXICO 87501

December 15, 1969

Mabee Royalties, Inc.
1916 First National Building
Tulsa, Oklahoma 74103
Attention: Mr. C. D. Forrest

Re: Belcher Well Xo. 1 - Order
No. R~-3263-A, Case No. 3545

Belcher A Well - Order
No. R-31388, Case No. 3726

Gentlemens
This will acknowledge receipt of your letter

of Rovember 25, 1969, together with Joint Account
Statements reflecting payocut status on the above-

Very truly yours,

GEORGE M. HATTH
Attorney
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MABEE ROYALTIES, ING. L. (g
1916 First Not!. Bldg.,
Tulso Oklchoma 74103

November 25, 1969

) Caes 759 b/
In Re: Belcher #1 (NMOCO #R-3263-A) .
Belcher A (NMOCCO #R-3388) (Caw 3726

New Mexico 0il Conservation Commission
P. J. Box 2088
Santa Fe, New Mexico 87501

Atte-r\tion: MZ'- Ac Lo POI"teI‘, J]".

Gentlemen:

We are enclosing herewith copiles of Joint Account
Statements reflecting the payout status on the ahave captioned
orders.
The Belcher #1 is for the period January, 1969 through
September, 1969, and the Belcher "A" ig froua the date of first
production through September, 1969. We trust you will find these
statements satisfactory.

Yours very truly,
MABEE ROYALTIES, INC.

BY é 3-5( (\7?6/1 e F




;' v MABEE ROYALTIES, INC.

innt Account Statement

Belcher "A" (NMOCCO No. R-3388) T S
L9 e Date  November, 1968
- , 37
I W
Balance
Well Costs %160,136.59
Operating Costs ‘ $ ' -
Sept. & Qct. 1968 2,566.76
Nov. 1968 . 699,73
: ' 3,266.49
Total | $ 163,403.08
Plus 40% ) 65,361 .23 :
| 37228,764,31
TEXAS PACIFIC - 50% Working Intevest S O saamamas
Value of 0il Runs A ‘
(After taxes & Trucking) R
Nov. 1968 (Gas only) ‘ 281,83
$ 281.83.
TEXAS PACIFIC = 40,6256% . ' . $ 114,49
Net Deficit ° ' . . $ 114,267.66
; ‘ l ’ ‘ | ) [ | - i
i ’ ,’ ‘ j |
P

|
|




Belcher "A" (NMOCCO No, R=-3388)

i
i

Well Costs
Operating Costs
Jan, 1968
Feb, ‘1969
Nyl
Total
Plus 40%

MABEE ROYALTIES, INC.

qunt Acoount Statement

Date

February, 1969

Balance

$160,136.59

$ 3,266.49

14,81
T47422
414,33

S 4,442,85

$ 164,579.4Y4

) 55,831.78 -
_ TR0

TEXAS PACIFIC = 50% Working Intercst

Value of 0il Runs
(After taxes ¢ Trucking)
Dec. 1968 (Gas only)
Jan, 1969 "
Feb, 1969 "

TEXAS PACIFIC = 40.625%
Net Deficit

$ 281.83
144,89
132.32
116.78 $___ 675,82

$___27u,85

$ 114,931.06

!
!
|
|
!
!




Belcher "A" (NM0CCO No. R-3388)

|

well Costs
- Cperating Costs
Mar. 1969
May,'lgqi
Total
Plus 40%

MABEE ROYALTIES, INC, '

qunt Account Statement

Date May, 1969

TEXAS PACIFIC = 50% Working Interest

Value of 0il Runs

(After taxes & Trucking)

Mar, 1969 (oil & gas)
Apr’. 1969 b "

TEXAS PACIFIC y 40.625%
Nat Defic%t

j
|

Balance
$_l§01136.59 )
A 1 LA Or :
w """Y‘DU\J
513,99
367.44
361.52
5,685,80
$ 165,822,39
, 66,328,936 _
$ 232,155.35
'$ 675,82
17,743.94

2,028.58

§.216.075,67
$  8.307.14

i
$ 107,768.53

H

|
|
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Belcher "A" (NMOCCO No. R~-3388)

Well Costs

Operating Costs
June, 1969

Total
Plus 40%

MABEE ROYALTIES, INC. . vy

Joint Account Statement oo

$ 5,685.80
. B42,73

TEXAS PACIFIC - 50% Working Interest

Value of 0il Runs .
(After taxes § Trucking) -
May, 1969

TEXAS PACIFIC - 40.625%

Net Deficit

$20,448,34

1,685.40

’

- Date June, 1969

Balance

- $.150,1 36,59

6,328,523

©$166,u65,12
66,586,056 _ _
$233,051.17 -

‘e $1185.825.88

“$ 22.133,7u

$_8.991.82

$107,533.75




MABEE ROYALTIES, INC.

Joint Account Statement

Belcher "A" (NMOCCO No. R-3388)
: - - Date  September, 1969

Balance
Well Costs ' $160,136,59
Operating Costs . : $ 6, 328.53 ‘
July, 1969 , 619,27 .
Aug., 1969 214.50
Sept. 1969 471,09 . o
) - 7,633.39
Total "'$167,769.98
oo Plus #0% : , , 67,137,99 ;
B $234,877.97 -
TEXAS PACIFIC ~ 50% Working Interest o © - $117.438.99
Value of 0il Runs "
(After taxes & Trucking) - $22,133.74
June, 1969 o 2,201.54
: July, 1969 - - 1,663.78
Aug., 1969 ©+"1,795,57 $ 27,734.63
TEXAS PACIFIC - 40.625% . L $ 11,291,57
Net Deficit ' ' ' - $106,147.42
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MABEE ROYALTIES, INC.
1916 Fiest Natl, Bldg., =
Tulsa Qkiahome 74103 : 4\7 /
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-
>
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March 4, 1969 ov"‘ VV\

In Re: Belcher #1
{(MNMOCCO No. R-3263-A)

New Mexico 0il Conservation Commission

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

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

Gentlemen:

We are enclosing herewith copies of Joint Account
Statements reflecting the payout status on the above captioned
order from the time we took over the operation of this property
on July 1, 1968 through December, 1963. We trust that the form
in which these statements are presented is satisfactory to you.

It is our intention to continue furnishing you copies of these
statements in order that you may be fully advised as to the status
of this account as provided under your above order number.

Yours very truly,

P

é. ‘\A. \?«Wq}l
C. D. Forrest

CDR/je
Encl.
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A o MABEE ROYALTI®S, INC.

At

‘ ‘ Joint Account Statement

Belcher #1 (12M0CCO No. R=3263-A)
Date _ January, 1989

Rzlance , o
2aldies ;

Well Costs i - $148,781,34

AR Operating Costs (% 7,167.28
I January, 1963 ‘ ¢ . 381.85
' 7,548.91

TOTAL o $156,330,25
Plus 35% 54,715.59

,
- QULIk . ‘k/'_ o o @. .
. [ e e . o ~ Mt
[o7EN Y i -
‘ L 'fr;",) S . QN ~ e ;
. | - : [on -

- ! . [ o

o : by

] i \1.
: o= ;
: ~= :
: P g
i oy
. — :
: . « .

| l ;

: g o '

I a $211,045.84
TEXAS PACIFIC - S0% Working Interest ) . $ 105,522.92 L
i . X , -~
: Value of 0il Runs . ;
‘ (After taxes & trucking) $142,834,94 o
{ December, 1968 - 3,905.50 ‘ oo

! _ , $ 46, 7uQ Ll

TEXAS PACIFIC - 40.625% ‘ ' $ 18 988.10 .
. . M }

Net Deficit | § 86,534.62
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MABEE ROYALTIES, INC,

' V Joint Account Statement

" Belcher #1 (NMOCCO No. R-3263-A)

Well Costs

Operating Costs $ 9,159.99
“"Oct. 1968 _ (2,222.37)
Nov. 1968 677,92
Dec. 1968 : 552,72

TOTAL
Plus 35%

TEXAS PACITIC - 50% Working Interest

Value of 0il Runs

(After taxes & trucking)
Sept. 1968

Oct. 1968
Nov. 1968

TEXAS PACITIC « 40.625%

1,985.63
2,751.72
6,705.59

Net Deficit

$ 31,392.00

Date - December, 1968

Balance

$148.,78] .34

7,167.26

$155,9u8.60

54,502
$210,530.61

$ 42,834,9u

$_105,265,30

$ 17,401.69

$ 87,963.61




MABEE ROYALTIES, INC,
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v "Joint Account Statement

" Belcher #1 (NMOCCO No. R-3263-A) .

- Well Costs

Operating Costs ' $4,247.14
Sept. 1968 : . 4,912.85

. Plus 35% ) W

TEXAS PACIFIC ~ 50% Working Interest

Value of 0il Runs . )
(After taxes & trucking) $ 28,998.34
August, 1968 . '2,393,66

- TEXAS PACIFIC - 40.525%

‘Net Deficit

g N VN e o i o R 14 w8 oy o
e "
AL
PN -

PSS AL R

Date _ Septemher, 19R%

. Balance_

$_31,392,00°

T N P N

\\\

§ 106,610.40

% 12,753.00

. § 83,857.40

B i

e pnan eac e m
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et . : . MABEE ROYALTIES, INC. , QO !
I | -
: . ‘(Q.v !
! ’ ) ' Joint Account Statement N " |
! . f < . :
= : : ; N ,
| - Belcher #1 (NMOOCO No. R-3283-A)  ° . N £
!\ . . Date  August, 1968 :
: :
| - o : ;
i . Balance E
| !
; Well Costs $148,781,34 |
Operating Costs $ ‘ f
: to July 1, 1968 ' 3,276.84 f
: July, 1968 ‘ : 650,71 = 4!
; August, 1968 . 318.59 4,247,14 i
‘ TOTAL ' : : $153,028,48 i
: ) Plus 35% 53,559,927 {
3 o , 206,588.45 :
‘ : [
. - }
TEXAS PACIFIC - 50% Working Interest $103,294,23 {
|
Value of 0il Runs to June, 1368 I
(After taxes & trucking) $23,496.64 :
June, 1968 3,491.27 - 1
July, 1968 : ©2,010.44 $ 28,998,34 ' i
. ;
]
TEXAS PACIFIC - 40.625% $ 11.780.58 ;
Net Deficit ' L . $ 91,513.65




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

- IN THE MATTER OF THE HEARING
 CALLED BY THE OIL CONSERVATION

li COMMISSION O NEW MEXICO FOR

THE PURPOSE OF CONSIDERING:

CA8E No. 3545
Order No. R-3263

. APPLICATION OF JOHN YURONKA AND
- ROBERT E. CHANDLER FOR COMPULSORY
- POOLING, LEA CQUNTY, NEW MEXICO, i

ORDER OF THE COMMISSION
c SION: i

: This cause came on for hearing at 9 a.m, on April 5, 1967,
ﬁat Santa Fe, New Mexico, before Examiner Daniel $. Nutter.

: NOW, on this__2/th day of June, 1967, the Commission, a :
. quorum being present, having considered the testiwmony, the record, ;
. and the recommendations of the Examiner, and being fully advised
iin the premises,

FINDS:

§ {1} That due public notice having been given as required by §
. law, the Commission has jurisdiction of this cause and the lubjccti ?
. matter thereof. i

} (2) That the applicantas, John Yuronka and Robert E. Chandler,
| seek ~n ~~der pooling all mineral interests in the Blinebry, Tubb,
i Drinxa.d, and Paddock Poole in the SW/4 8W/4 of Section 7, Town-
. ship 22 South, Raiyae 38 East, NMPM, Lea County, New Mexico, for
tho production of oil. }

i (3) That the applicants also seek the pooling of all mineral
' interests in the Blinebry and Tubh Gas Pools in the 8/2 8W/4 and
”ux/% 8W/4 of said Section 7 for the production of gas.

i
i

Y (4) That the applicants have the right to drill and propose
ito drill a well in the S5W/4 SW/4 of said Section 7 to test any
:and all formationa hetween the surface of the ground and the base
. of the Drinkard formation or to 7400 feet, whichever is lesser,
but excluding in any event, the Granite Wash formation.




~ Pules and Regulations for the Blinebry Gas Pcol, Lea County,

fentire SW/4 of said Section 7 is presumed to be productive of i
gas in the Blinebry foxmation.

" of said Section 7 ims not productive of gas in the Blinebry forma-
“tion,

‘]Bllnobry Gas Pool underlying the §/2 on/e &LGQ CAT a8/ 9n/§ 533

" said Section 7 to form a non-standard 120-acre gas proration unit
‘when the entire §W/4 of said Section 7 is presumed productive o2

' gas from said poel would not avoid the drilling of unnecessary
‘'wells, or protect correlative rights, or prevent waste and should,
. therefore, be denied without prejudice to the right oi the appli-
. cants or other owner of an interest in the above-mentioned quarter
. section to request the Commission to pool all mineral interests
'in the Blinebry Gas Pool in the entire 8W/4 of said Section 7.

&8¢ction 7 may be productive of oil from any cr all of the Blinebry,
- Tubb, Drinkard, and Paddock formations.

fprotcct correlative rights, and to afford the owner of each
‘interest in the 8W/4 BW/4 of said Bection 7 the cpportunity to
‘recover or receive without unnecessary expense his just and fairs

‘"unitg who have not agreed to pool their interests.

‘Section 7 is not productive of gas in the Tubdb rormation.

‘NE/4 SW/4 of said Section 7 may be productive of gas from the
* Tubb formation.

-
CASE No, 3545
Order No, R-3261

(5) That there are interest owners in the proposed spacing

{(6) That Rule 5{A) of Order No. R-1670, adopting Special

New Mexicc, provides that a standard gas proration unit in the

. Blinebry Gas Pool shall be 160 acres.
{

(7) That in the absence of evidence to the contrary, the §

(8) That the evidence does not establish that the NW./4 $W/4

19) That the pooling of all mineral interests in th&

/A o3 /A 3 AN, wen Sa

(10) That the evidence indicates that the NW/4 SW/4 of said

(11) That the evidaence indicates that the 8/2 SW/4 and the

(12) That the evidence indicates that the 8W/4 8W/4 of said

(13) That to avoid the drilling of unnecessary wells, to

‘share of the oil in the Blinebry, Tubb, Drinkard, and Paddock
‘formations, all mineral interests, whatever they may be in said
/formations, within the 8W/4 SW/4 of said Bection 7 should be poolcd.




-3~
CASE No. 3545
Order ¥, R-2263

(14) That to avoid the drilling of unneceasary wells, to

ke corrslative rights and +o affard the owner of earh

gu.\u.vs.n. CoaTSAGva Ve A avisvery

interest in the §/2 SW/4 and the NE/4 SW/4 of sald Section 7 the

. opportunity to recover or receive without unnecessary expense
 his just and fair share of the gas in the Tubb Gas Pool, all
- mineral interests, whatever they may be in the Tubb Gas Pool,

within the 8/2 sW/4 and NE/4 5W/4 of said Section 7 should be

. pooled.

(1s) That the applicants should be designated the operators

| ~of the subject well and units.

{16) That any non-conmanting working intersst ownsr should
ol com®W

f?be afforded the oprortunity to vav his share ~f asrimebad 017
i costs to the operators in lieu of paying his share of reasonable
. well costs out of producticn.

(17) That any non-consenting working interest owner that
' does not pay his share of estimated well costs should have with-

ihcld fiom production nis share of the reasonable wall costs plus
ran additional 35% thereof as a reasonable charge for the risk
. lnvolved in the drilling of the well.

{1R) That any non-conmenting interest owner should be
| afforded the opportunity to object to the actual well costs

ihut that said actual well costs should be adopted as the
i reagonable well costs i{n the absence of such objection.

{(19) That following determinaztion of reasonable well costs,
. any non-consenting working intersst owner that has paid his share
- of estimated costs should pay to the operators any amount that
i reasonable well costs exceed estimated well costs and should
recnivo from the operators any amount that paid estimated well
cost- exceed reasonable well costs.

(20) That $50.00 per month for each completed productive

zono should be fixed as the rearonable cost of opearating the

-ubjcct wel)l and each non-consenting working interest owner
should be assessed with his share of such cost, to be paid out

?of production,

,
3l

(21) That all proceeds from production from the subilect
‘well which are not disbursed for a.’+ reason should be placed in
‘escrow to be paid to the true owner thereof upon demand and
'proof of ownership.
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CASE No. 3545
Order No. R-3263

IT IS THEREFORE ORDERED:

(1) That the applicants® request to pool all mineral

interests in the Blinebry Gas Pool in the S$/2 SW/4 and NB/4 8W/4
- of Bection 7, Township 22 South, Range 38 East, NMPM, Lea County,

New Mexico, is hereby denied without prejudice to the right of

. the applicants or other owner of an interest in the EW/4 of said
- 8ection 7 to request the Commission to pool all mineral interests
.~ in the Blinebry Gas Pool in the entire EW/4 of said Section 7.

(2) That all mineral interests, whatever they may be, in

© the Drinkard, Paddock, Blinebry, and Tubb Pools underlying the
. SW/4 SW/4 of Section 7, Township 22 South, Range 38 East, NMPM,
" Lea County, New Mexico, are hereby pooled to form a 40-acre oil
' spacing unit for each pool to be dedicated toc a well to be

© &zilled in =aid quarter-quarter section.

e

(3) That all mineral interests, whatever they may be, in

~ the Tubb Gas Pool underlying the $/2 SW/4 and the WE/4 SW/4 of
' Bection 7, Township 22 South, Rarge 38 East, HMPM, Lea County,

'New Mexico, are hereby pooled to form a 120-acre non-standard

‘ gas proration unit for said poo) to be dedicated to the above-
' described well; provided however, that the SW/4 SW/4 of sald

. Section 7 shall not be simultanecusly dedicated to an oil well
and a gas well in the Tubb forwation.

(4) That Jchn Yuronka and Robert E. Chandler are hereby

9ideaignatad the operators of the subject well and units.

(5) That the operators shall furnish the Commission and
each known working interest owner in the subject unit an itemized

! schedule of estimated well costs within 30 days following the date
- of this order.

(6) That within 30 days from the date the schedule of

. estimated well costa is furnished to him, any non-consenting
© working interest owner shall have the right to pay his share
" of estimated well costs to the operators 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 provided

i above shall remain liable for operating costs but shall not be
" liable for risk charges.

(7) That the operators shall furnish the Commission and cach§
‘known working intereast owner in the subject units an itemized
schedule of actual well costs within 30 days following completion
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of the well; that if no objection to the actual well costs is
received by the Commission and the Commission has not objected
- within 60 days following completion of the well, the actual well
“comts shall be the reasonable well coste; provided however, that
. {f there is an objection to actual well costs within said 60-day
. period, the Commission will determine reasonable well costs after
" public notice and hearing. -

; {8) That within 30 days following determination of reason-

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

" hag paid his share of estinated coste in advance as provided nbovci

- shall pay to the operators his pro rata share of the amount that

. reasonahle well costs exceed estimated well costs and shall

- receive from the operators his pro rata share of the amount that .
estimated well coats exceed reasonable well costs, %

(9) That the operators are hereby authoriz~sd to withhold tho’
following costs and charges from production:

(A} The pro rata shire of reasconable well coste
atrriputsble 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 astimated well costs is
furnished to him.

(B) As = charge for the risk involved in the drill-
ing of the well, 35% of the pro rata share of
reasonable well costs attributable to each ;
non-consenting working interest owner who has j
not paid his share of sstimated well costs i
within 30 days from the date the schedule of
estimated well costs is furnished to him. ;

g (10) That the operators shall distribute said costs and
! charges withheld from production to the parties who advanced
the well costs.

y
i
i
i

! (11) That $50.00 per month for each completed productive zone;
. is hereby fixed as the reasonable cost of operating the sudbject ;
ffwull, and the operators are hereby authorized to withhold from |
| production the proportionate share of such cost attributable to ;
' each non-consenting working interast.

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

{13) 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.

{14) That all proceeds from production from the subject well

which are not digbursed for any reascn shall be placed in escrow
- in Lea County, New Mexico, to be paid to the true owner thereof
‘upon demand and proof of ownership; that the operators shzil
- notify the Commission of the name and address of said escrow
-~ agent within 90 days from the date of this order.

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

' entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year heroinabovcg

| designated,

STATE OF NEW MEXICO
OIL C $¥ON COMMISEION

o

N

/ @M .
. - /j
A.Eﬁfyponwza, Jr./ Member & Becretary

.

]




C

BEFORE THE OIL CONSERVATION COUMMISSIONM

AT rhrIT M
OF THE STATE OF NEW MEXICO

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

CASE No. 3773
Order No. R-3263-A
and R-3388-A

APPLICATION OF MABEE ROYALTIES, INC,., ‘
AND YURONKA AND CHANDLER, FOR AN

AMENDMENT TO ORDERS NOS. R-3263 AND

R~3388, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSICN

BY THE COMMISSION:

This cause came on for hearing at 8 a.m. on May 22, 1968,
at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this__29th day of May, 1968, the Commission, a
guorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
mattex thereof.

(2) That by Order No. R-3263, dated June 27, 1967, certain
mineral interests were pooled to form a number of proration units
to be dedicated to a certain well, all as set forth in said order.

{(3) That Order (4) of said Order No. R-3263 designated
John Yuronka and Robert E. Chandler as the operators of the
subject well and units.

(4) That by Order No. R-3388, dated March 13, 1968, certain
wineral interests were pooled to form a number of proration units
to be dedicated to certain wells, all as set forth in said order.

(5) That Order (4) of said Order No. R-3388 designated
John Yuronka and Robert Chandler as the operators of the subject
wells and units.

e 2SS
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Order No. R-3263-A
and R-23883-A

(6} That the applicants, Mabee Royalties, Inc., and Yuronka
and Chandler, seek the amendment of said Orders Nos. R-3263 and
R-3388 to designate Mabee Royalties, Inc., as operator of the
subject wells and units.

(7) That all owners of working interests in the afore-
mentioned wells and units have agreed to the designation of
Mabee Royalties, Inc., as the operator of said wells and units.

{8) That Orders Nos. R-3263 and R-3388 should be amended
to designate Mabee Royalties, Inc., as operator of the aforesaida
compulsorily pooled units.

IT IS THEREFORE ORDERED:

(1) That Order (4) of Order No. R-3263 is hereby amended to
read in its entirety as follows:

"(4) That Mabee Royalties, Inc., is hereby designated the
operator of the subject well and units.” '

(2) That Order (4) of Order No. R-3388 is hereby amended to
read in its entirety as follows:

"(4) That Mabee Royalties, Inc., is hereby designated the
operator of the subject well and units."”

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

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

DAVID F. CARGO, Chairman

GUYTON B, HAYS, Member

A. L. PORTER, Jr., Member & Secretary




TeExas PacriFric Oi1r CoMPANY
BOX 747
DaLras, TExas 7221
February 26, 1968

788 TIRELITY UNION TOWER

L. B. JEFFERS =
MANAGER OF PRODUCTION SERVICES

Yuronka & Char‘idier

120-C Central Building UG
Midland, Texas 79701 o
e

v
Re::  Belcher #1
Section 7, T22S, R38E
Lez County, New Mexico

Gentlemen:

N NI i b S S e 5+ e

We have received a copy of your letter of February 23, 1968
4 addressed to Mr. A. L. Porter, Jr. with the New Mexico Qil
Conservation Commission, in which you present information

; concerning the above referenced well,

It is noted that you have submitted a schedule of costs incurred
in the drilling of this well and referred to the fact in your letter
that all invoices have not yet been received. To assist us in a
detailed review of these well costs it is requested that you for-
ward a copy of each invoice which supports the charges shown
on your schedule,

Your early attention to this request will be appreciated.
Yours very truly,

TEXAS PACIFIC OIL COMPANY
s K J \W7E MAIR OFFor
’ : Ry
L. B. Jefferg/

oduction S;&BVF(ESB ?3 A & 36

Manager of
- LBJ:la

cc: Mr. A. L. Pecerter, Jr/




JOHN YURONKA Ca i
OFFICE N1} 4.6223

CONSULTIN ‘
NSULTING PETROLEUM ENGINEER . RESIDENMCE MU 3.4879
120-C CENTRAL BUILDING AREA CODE 918 ”

N ')
MIDLAND. TEXAS 79701 YH“ R e

st 2%
February 23, 1968 i3 s

Hr, 4. L. Porter, Jr, "
New Mexico 0Oil Coansarvation Commission
P, 0. Box 2088

Santa Fe, Hew blexico 87501

Kes Yuronka & Chandler
Belcher #1 1n Unit N,
Sec, 7, I-22-3, h-38-L,
7 R P

[P & DN JpNp Tmnes Blmmaed mm
Lua Wity y U s naaLy

? Dear Mr. Porter:

i Attached are the Actual ilell Costs on the captioned well as of

: Februgry 22, 1968, as required by {i0GC Order o, 12=3263 and

; it should be noted that these costs are not complete as all of
the invoices have not vot baen received, ihen all costs are
available, a supplement will be forwarded and the entire sum
noted,

Alg0 attached are tha monthly operational costs from ilovember,
1967, through Januvary, 1968, &s yebt, a tabulation has not been
nzde of completion and operational costs to show the amount
attributable to the forcaed-pooled interescs, iwhen all of this
has been determined, the above-mentioned supplement will de-
note tnis figure, Shown below 1s the oil run on the lease to
Fabruary 1, 1965, and its value:

Het 01l Het Value
Luns, Gross (After Taxes
Bbhls, Yalus & 'frucking)
. Hovember, 1967 324,01 & 988,23  § 873,97
Decenber 705,38 2,158.48 1,909.29

| January, 1968 1,032,17  _ 3,203,001  _2,835.40
7,061,563 6,349.72 3 5,618.66

& casinghead pas contract is now being negoituted and it is
felt that agreement will be reached in the very near future.

Vory truly yours,

NN

Jomn Yuronka

CC w/ittachments - Texas Pacific 01l Company




7300' @ $4.65 per foot (includes mud) 3 23,384455

Rotary Rig Day ‘¥ork 912.51

Sample Sacks 232413

¥ 34,329.19

Other Intanzibles:

Location and Surface Damages $ 367.30

Prapare Location and Koads 2,083,.80

Insurance 216,25

Drilling Title Opinion 352432

Logging 5,317.20

Supservision and Overhead 500,00

Cement, Services and Equipment 44512472

Perforating and Treating 12,944.38

Pulling Unit Services 6,802,12

Rental Eguipment 1,859.66

I Dugl Completion Equipment 1,706.60
d=seallananns Services 35253425
Miscellaneous Bquipment 549453
? 40,465,13
LOTAL LHIANGIBLLS 3 ‘159291432
TANGIBLE COSTS

Casi Tub ¢ Line P

1288' of 9*558" Surface Casing $ 457701,

T410' of 7" Casing 21,113.52

13500! of 2" Tubing 9,330.04

4951 of 2" Line Pips 117,12

Dugl Completion Wellhead @ 2,621 ,41

ed Tank Battery

2 Hi-500 Welded Tanks, Separator, Trester stc, 3 12,948.95
TOTAL TANGIBIES 3 50,901.18
TOTAL WLLI GOSTS @ 126,195.50

PUMPING UNIT INSTALLATIONS
Drinkard = Lufkin 228 Pumping Unit v/base,
elsctric motor, electrify lease,
sucker rods and subsurface pump ) 12,473 .66
Tubb - Sucker rods and subsurface pump only
(all statements not yet received) 9 3,170,94

ACT:}AL Wl COCJ'TS
as of
February 22, 1968

YURONVA AND GHAIDILH
Belcher #1
6560 FS & WL of Section 7,
T-20-3, k=38-E,
Lea County, ilaw lexico

THTANGIBIE GOSTS

Drilline Costs:

Nl oo
(N A A

~Jdhn Yuronkd

\pm‘lu/ ¢ Chupellonr

Lobert L, Chandler




JOHN YURONKA

SULTIN OFFICE MU 4.6222

CONSBULTING PETROLEUM ENGINEER RESIDENCE MU 3.4578
120-C CENTRAL BUILDING AREA CODE 218

MIDLAND. TEXAS 79701

December 1, 1967

YURONKA AiID CHANDLER
Belcher #1
OPul ATIONS STATEMENT
November, 1967

Degeription ‘ Amount

Robert H, Shields = Contract Pumper for & 25.00

11/20 +a 11/30
Yuronka & Chandlsr = Overhead Charge 16,67

John Yuronka -~ lileage & Mealas for 104,72
Drilling & Completion Supervision

Robert &, Chandler - Mileage & Meals for 25,10
Contract Negotiations

¢ 171.49

Copiesa of above invoices furnished upon request.

Qolo Ursronba

JBhn Yuronkh

Rod 5. Chardly

Kobert LK, Chardler




Invoice o,

JOHN YURONKA
CONSULTING PETROLEUM ENGINEER
120.C CENTRAL GUILDING
MIDLAND, TEXAS 79701

Jamuary 1, 1968
YUHOHGA AND CHAIDLER
Belcher #1
OPEIATIONS STATLSIAWHT
Deconber, 1967

Dogeription

Robert iI. Shiolds =~ Gontract Puiper &

Yuronka « Chandler - Ovorhoead Charye

John Ywronka - Mileage 4 Moals for
Unit Installation

nobert &, Chandler - lilleayoe « lMeals
for Observation of Pressurae
Build-up

Hew Moxlco Llectrie Sorvice Company-
Bleoctric Powsr for Unit

OFFICE MU 4.6223
RESIDENCE MU 3-4879
AREA CQOK 0(8

Lnount
3 80.10

50,00

42.84

37.50

11.45

¥ 221,49

(ol Urondha

John Yuronka

Iloburt s, Chandlor




JOHN YURONKA
OFFICE MU 4-8223
CONSULTING PETROLEUM ENGINEER RESIDENCE MU 3.4579
120.C CENTRAL BUILDING AREA CODK 18
MICLAND. TEXAS 79701

February 1, 1963
YUROMA oD CllaNDLER
Balcher #1

OPZRATIONS STATELBNT
January, 1968

Invod o Descrintion _ Amount
Robert H. Shields = Contract Pumping v 75,00

Yuronka & Chandlar - Ovorhead Charge - |
Pull Month on Drinizzard and Tubb
fron 1/10 83433

John Yuronlka - liloagze, Meals and
liotel for Tubb Completion 51,59

Robert B, Chandler - ilez;rs, Meals and
Motol for Dual Complotion Super-~
vision & Inspoction of Commingled

Tank Battery with MI0CC 62.43 :
New lloxico Zloctric Sorvieo Company -
Electric Power for Unit : 51,09
S 324.04

Johh Yuronka®

/?M{( 25 Chas il

Robert i, Chandler




JOHN YURONKA
CONSULTING PETROLEUM ENGINEER RESIOENCE MU 3.4579

QFFICE MU 4-8223

120-C CENTRAL BUILDING AREA CODE %18

MIDLAND. TEXAS 79701

Decembsr 13, 1967

Mr, &, L. Porter, Jr. L
New Mexico Cil Conssrvatlion Commisslon Sop?
P. 0. Box 2088 ;

Santa Fe, New liaxico 87501

Re: New Mexico 01l
Conservation
Conmission Order
No. R = 3263

Dear Mr, Porter:

Pursuant to the cadtioned order, lMr, Robert &, Chandler and
myself have praceeded to drill a well in ths S¥/4 /4 of
Section 7, T-22-3, R-38-K, Les County, Huw Mexico, A Form
C-10/, was subnitted and approved on the Belcher #1 for an
allowable in the Drinkard, affective November 20, 1947,

The above-mentioned order raquires that actual well costs

be submitted within 30 days after the complotion of the

well, If the abovae dzte is to be considered the completion

date by the Hew Mexico 0il Conservation Commission, actual

well costs will have to be snbmitted by Decenmber 20, 1957,

Howaver, if thls is done, this cost figure would be incom-

plate as all invoices have not been received as yet and the

tank battery is now in the process of bsing built., In addi-

tion, it is planned to at least dual complete the viell in the

Tubb and nerforations have bheen submitted to the OCC Hobbs

Distetet Office for approval before filing an applicatidgAfdr QF FICH 0
dusl completion, This anticlpated dusl completion will involve ‘
costs that could not be included if a figure is to be submitted

by December 20, 1967. Therefore, a 30 day extension is *hfetelS Ax 8 us

to submit actual well costs as required by Order No, R ~ 3263, -

Pleagse advise as soon us possible on this matter,

Very truly yours,

Gob U

John Yuronka

GC: Toxas Pacific 0il Company




TEXAS Pacirico Orr, COMPANY
BON 747

DAanLAs. PENAS 73221

March 18, 1968

RIVERSIDE 1-3033 2700 FIDELITY UNION TOWER HLDG.

1 LA
Yuronka & Chandler ﬂ(’ Yy ;
12¢-C Ceniral Building { <
Midlani, Texas 7970

Re: Beleher #1
Section 7, T223, R38K
Lea County, New Mexico

Genilemen:

Cn February 26, 1968 we wrote a letler to you requesting
information on the above -eferenced well,

You will recall that this request resulies {rom your schesfule of

well costs submittel to the New Mexico Oil Conservation Commission
and we regucsted copies of the invoices which supported this tabula-
tion of well costs. We have not reccived the information rcequasted
and again ask that you forwar? the necoeszary information to permit
our company to be properly informecd on the cost of drilling and
completing this well.

Your immediate atiention to this -equest will be appreciated.
Yaurs very truly,

TEXAS PACIFIC OIL COMPANY

N MAAIN Sy e e
WRIGINAL SIGNFR BY uﬁ/\l:\t SH R N EPRS
L B oJcFsns

L. B. Jeffers 988 HAR 13 AHS 36

LBJ:la

cc: sv. A. L. Porter, Jri
New Mexico Oil Conservation Commission
P, O. Box 2u88
Santa Fe, New Mexico 87501




Hareh 18, 1963

My, iiobart lrackbill

Texas Pacific 011 Conpany o

P, O. Box 747 B Ham 21 Py ozo
Ugllas, Texas 75221

Dear Mr, Brackbill:

Well #1 located in Unlt 4, Section 7, T=22-5, R-38«k, Lea County,
Hlew Maxico, as psr the request of Mr. L. 8. Jeffers in g latter
datod February 26, 1908, These Actual Well Costs nrc in the order
shown on the tabulation as of February 22, 1968, és you know, we
have no aontrol owver ths prsparation of these involces by the sup~-
pliars and oconsequently, we are forwarding coples of cdditional ine
voleas received since February 22, 1968, in order that you wizhé
have the total completion costs of the Belgsher Well (1, In addition,
we are forwarding the Uperational Statements from lovembar, 1967, to
Fobruary, 1968, and shall also furnish you a copy of the Operational
Statemsnt for barch, 1968, when it has been prepared,

Also attachad is a Division Order by Adniral Crude 01l Company for
exeontion by Texas Pacific 04l Company. Even though Texss Pacifilo
does not have an intereat in the well at thls time, the purchascr
1s requiring that it be alynéd by TP before any funds can be dig-
bursed, The purchaser has furtner informed us that these funds can
be digbursed next week if Texas Pacific amd a majority of the in-
torests execute theas DLiviaion Orders for Admiral to receive thom
by the early part of next week. Therefors, it would be greatly ap-
preciated if you would give this matter your prampt attention, re-
turning the exsouted copy to us amd retalning the other for your

b of 11050

During the recent force-pooling hescing, it was indicated that TP
might be contemplating the possibility of farming out their 50%
Laasehold Interests to 7400' to us on the 120 sores that have been
coverad by the recent haarings on the Belcher Leass. I have been
informed that such a recommendation has been forwarded from your
Midland Offiod. Skould TP wish to discuss thle matler with us prioy
to arriving at a decision, pleaso contaot us. In ths neantime, an
AFE and Operating Agreement will be submitted within a week per
Hew Hexioco Oil Conservation Commission Ordexr lHo, R~3388,

Yory truly yours,

AORTRN

John Yuronks
sas 04l Conservation Commigsion
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SPECIALIZING IN:

DEPOSITIONS, HEARINGS, STATE MENTS. EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 SIMMS SLDG. © P. O. 80X 1€92 @ "HONE 243.6691 @ ALRUQUERGUE, HEW MEXICO

BEFORE THIS

New MEXICO OIL CONSERVATION COMMISSION

Sante Fe, New Mexico
April 5, 1967

LXAMINER HEARING

IN THE MATTER OF:

Application of John

Robert 5. Chandler for compulsory

pooling, Lea County,

CASE NUMBER
3545

Yuronka and

New Mexico.

BEFORE:

DANIEL S. NUTTER, Examiner

TRANSCRIPT OF HEARING
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NEW MEXICO OIL CONSERVATION COMMISSION

EXAMINER HEARING

SANTA FE ,

HEARING DATE

APRIL 5,

REGISTER

1967

TIME:
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9 A.M.

-
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DAN NUTTER: The Hearing will come to order, please.

pa

o

g The first case this movning will be Case 3545.

[+]

g MR. HATCH: Application of John Yuronka and Robert
<l % 3% E. Chandler for compulsory pooling, Lea County, New Mexico.
b > Yo

z g
o $ % ME.. KELLAHIN: Jason Kellahin, Kellahin and Fox,

28 b3

<UD - ]

JUS. = w £

e @ 3w Santa Fe, appearing for the applicant. We have two witnesses.
j S rj So

[@ B} EE

< v ga .

<o 28 I probably will only use one of them, but we'll have them
. E 2

g w o<
iii : %é both sworn.

e < Zu DAN NUTTER: If all the witnesses that will

P ;4 Eg

- g §; testify will be sworn, please.

a2 = 3
o — G Oy

= & df MR. RUSSELL: John F. Russell, Roswell, New Mexico,

@ gg appearing on behalf of Texas Pacific 0il Company. I have
f — z ;Z
jad =5h .
© = 3 A% three possible witnesses and I will have them all sworn, at

ay g 23
<= | 3 foril

this time.

(Witnesses sworn.)

(Whereupon, Texas Pacific's Exhibit Numbers 1
through 9 were marked for identification.)

JOHN YURONKA

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

DIRECT EXAMINATION

BY MR. KELLAHIN:

Q Would you state your name, please?

A My name is John Yuronka, Y~u-r-o-n-k-a.
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Q wWhat business arc you engaged in?
A I am in ilie consuliing husiness and also oil

operator.

Q What is your profession?
A Fetroleum engineer.
] llave you worked as a petrolewmn cngineer in the

State of New Mexico?
A Yes, sir.
Q Have you testified hefore the 0il Lonservation
Commiss.on and made your gunalifications a matter of record?
A Yes, sir.
Mit. KELLAHIN: Arxre the witness's qualifications
acceptable?
MH. NUTTER: Yes, they are.
Q (By Mr. Kellahin) Mr. Yuronka, are you one of

the applicanis in Case Number 3545%?

A Yes, sir, 1 am.

Q Would you state briefly what is proposed in this
applicavion?

A We propose to forcc—-pool down to 7400 reet on the

soulhwest quarter of the southwest gquarter covering the
Paddock, the Blinebry, the Tubb and the Drinkard formations.
Q Referring to what has been marked as Bxhibit

Number 1, would you jdentify that exhibit, please?

e
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A kExhibit 1 is merely a land plat of the area
involved with 120 acres colored on it showing the farm-out
we have received on a fifty per cent working interest. The
forced-pooling that is occurring would he on the southwest

: ot
2

quarter of the southwest quarter of that section, wiiich is
Section 7, Township 22 South, Range 38 kast, Lea County,
New Mexico.

MR. NUTTER: You mentioned that you are seeking
an order force-pooling the southwest southwest of this
section. The application was for the southwest southwest
or in the alternative a particular 120 acres. Does this mean
that you are seeking ithe southwest southwest, only?

MR, KELLAHIN: No. Let me bring that ocut, Mr.
Nutter.

MH. NUTTER: Okay.

Q (By Mr. Kellahin) Mr. Yuronka, are you familiar

with the producing formations in the vicinity of this well

location?

A Yes, sir, I am.

Q Is the Paddock productive in this area?
A Yes, sir.

qQ What is it productive of?

A Oil.

Q Ave you familiar with the spacing pattern?
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. A Yes, sir, 40 acres.
S
§ Q With the Blinebry, whatl is it productive of in this
z
S
r area?
&
x 2g . . ..
2 52 A It is productive of oil and gas.
> LOJS . ,
z zv , . . '
% ;§ Q As to o0il, what is the spacing?
T z 3: A 40 acre.
s 23
] w 9
v 3% . .
~ $ 228 Q As to gas, whal is the spacing?
2 . N
s §; A 160.
- " -
. § &3 . .
oL = %d Q You mentioned in your previous testimony only 40
T - . a - I3 . 0
— £ 82 acres and the application asked for the pooling of 120 acres
as Lz
¢ — s 0
= g =% for gas, is that correct?
w 7
: ° o
a : g8 A Yes, sir.
— b4 3%
= I 4%
<~ I 22 Q Now, was il your intention, then, to seek a force-
a> ¢ g3
- 3 jodi] . . Y s
pooling order insofar as the Blinebry for gas for 120 acres?
A Yes, sir.
Q What is the situation as to the other 40 acres in | i
the tract?
A The other /40 acres contains a producing well
- from the Tubb formation which is owned jointly by Texas

Pacific 0il Company, the Bauerdorf Estale and W. P, Prentiss.

Q Do you own any interest in the other 40 acres?
A No, sir, I did not.
Q You don't?

A No, sir.
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Q Is it productive in the Blinebry?
A When the well was originally drilled, it was
oh, I don't

originally completed 1in the Blinebry. It made,

know the exact amount of 0il. J would say it would be in

the neighborhood of 15,000 barxrels of.oil and then they

deepened it to the Drinkard and treated it and obtained a
potential test. Al the time —— may I clarify this a little
further, please -- at the time this was done, this was done

by Mr. Olsen. Mr. Oisen owned this property at the time.

Texas Pacific came into possession of this property when
they purchased Olsen 0i1 Company. They went down to the
Drinkard and obtained a potential test.

1 have been unable to find any production reccerd

from the Drinkard formation, itself. Then they plugged back
and completed in the Tubb formation from which the well is

now producing.

Q Is it producing gas from the Tubhb?

A No, sir. It is an 0il well. It is classified as
an oil well.

Q What is the spacing on the pubb as Lo gas and as
o oil?

A The spacing as to oil in the Tubb is 40 acres, and

the gas is 160.

Q So your request insofal as gas is concerned, would




pe the same 8s for the Tubb &s for the plinebry, 18 that

v
r4
g
- Z right?
F;
e -
z A Yes, SiY.
. S
> Qe w . . . . s
% 82 Q As to the prinkard, 15 jt productive nf oil oOr
= o»
g ;E gas Or both?
<0 B 2%
B uZ A 1t is productlive of oil and the spacing is 40
. % 23
s 228 acres.
¥ 33
v % . . . .
, - : T3 Q And has there been a 1ong production history 1in
- 8 g5 !
SO T A this particnlar area?
cin S £8
bt = . & .
— g g A Yes, S1Y, there has bheen.
o
& £ ki
= 8 %2 Q In all four of these zones?
. o
. EE
:;- z 4¢ A Yes, Sir.
— L 2z
— < g,z_ X . . .
- 2 ég Q Is it a practice to complete 1n more than one zone?
ac § 238
- & =%
A Yes, SirY.

Q Is that the reason you have applied for a forced-
pooling order aficeting cach of the jndividual zones?
A Yes, Sir.
Q which zZCaes do you apticipate you would complete
) ) in,werethis orday granted?
A That is hard to say until you actually drill the
well and see which well is the best. we will anticipate

possibly @ triple completion.

Q phat is what you would be hoping for, js this

correct?
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.

A Yes, sir.

Q Now, have you made any study of the econcmics
of drilling in this area?

A I have.

Q Referring to Exhibit Number 2, would you identify
that exhibit, please? It's a multiple page lxhibit on

economics, is i1 not?

' A Yes, siv, it is.
Q Would you discuss that exhibi¢?
A This exhibit is a brief sunmary of the prospectis

of the 120 acres involved here with the first well being
drilled in the southwest quartcer of the southwest quarter.
The acreage, bthe 120 acres is colored in red and consists
of the south half of the southwest quarter and the northeast
gquarter of the southwest quarter of Section 7, Township 22
South, Range 38 Kast. ‘this contounr map is on top of the
Blinebry formation. If you will note on these wells, for
instance, the location south of the proposed initial
location in the southwest quarter of the southwesi, there
is a "B.T." This is a Blinebry-lubb completion. It is a
dual completion. "The wesl location of this well is

"B.G." This is a Blinebry gas well and the well previously
nentioned the other 0 acre, lLhe other well on this 160, 1

have a "B.T.D." fThis denotes aStecupted completion in the
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Blinebry, the Tubb and the Drinkard, all three formations

2
)
g being tested. As you can see further on down the line, if you
Q
v
I will notice Unit C in Section 18-22-38, that's a Tubb-Drinkard
o 1
v
b §g
< 55 completion, "TD"; the location east of that is a Drinkard
g ;E completion. The one south of it is a Drinkard~Tubb completion,
g 22
e WX .
£ 3y and o forth on down the 1line.
N w 95 q e . .
z §§ Q That does show all the multiple completions in the
ey & 03
oo < 3z°* .
SR T area, does it not?
ERE -
U Z w N .
s & Zw A Yes, sir.
30 ;, Eo
: o
—_ £ g Q Turning to the second page of the exhibit, what
ad SRR {
= i 35 _
gg S oz information is contained on that?
Q P
1 ¢ X
b— =N 4 ¥ . .
as i gg A What we have done, is obtained the four nearest
— ¢ g
— - ]
o B
~ i % producing wells in each formation and obtained some production
D ¥ g3
. — s =g

history on them. ‘The first one is the Paddock 0il Pool. For
instance, the Fina-Butler Number 1 we have cumulative
production to 1-11-66 of 43,723 barrels of oil. We show the
production for the first seven months of '66, we show the total
and cumulative as of 8-1-66. We have done, as I mentioned, we

did this with all four wells, the four closest wells to our

proposed iInitial location.

On the bhottom, we have made it an estimated per

well recovery of the four wells, only the four wells involved

in this particular situation, by running decline curves on

them, and we came up with an estimated primary recovery of J

e S
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45,000 barrels per well, The API, as of -— they publish a

map every so often showing recovery on a per well basis in
the pool in the Perwian Basin as of 1-1-63 ;— I believe this
was 3,000 barrels per care, which makes it 120,000 barrels for
the field, is the figure used, or lthe figure the API nsas.

Q¢ Would you go on to the next page now and discuss
it?

A Well, the next page, may I say the next two pages
concerning each individual well here, we went to the
Commission files and obtaincd a completion record on each
individual well. Then anything that was in the Commission
files in regard to workover was recorded, and as you can See,
the Fina-Butler Number 1 is there and the other four wells
covered on the previous page. Or the three wells, excuse me.

Q Now, as‘to your next page of the exhibit, Mr.
Yuronka, what does it show?

A Well, perhaps I can summarize this kriefly rather

than going through each formation. We followed the same

procedure in the other three formations involved, the Blinebry|,

the Tubb and the Drinkard,‘in getting the cumulative
production history, cstimated per well recovery that we did
and the API figure. We made no, if you will note, we made
no estimate in regard to possible gas reserves in the well

either in the Blinebry or +tho Tubb, And, of course, we have
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the individual well history for the wells in the Blinebry,

the Tubb and the Drinkard.

n the basgis of this information, did you

£
“
Q
-
o

reach any conclusions?

A Yes, sir. If I may just explain the entire
exhibit here and perhaps this will answer the question. We
made up AFE's dual tubing list at the time we were first
thinking about this project. The dval tubing list was based
on the dual tubing 1list in the Tubb and the Drinkard since
they were the two lower formations, and the Pzddeeck and
Blinebry for the other well.

In other words, we estimated that perhaps we might
want to drill two wells on each 40 acre tract to try to take
advantage of the produclivity of each formation. Now, as I
say, we have an AFE for the Paddock and Blinebry on the dual
tubing list. We haveone on the Tubb and Drinkard.

Then thce last nage is an economics page in regard
to reserves and probable payout. Now, if you will recall,
we n.de an estimate in regard to what reserves were ior
each of the four wells, the nearest offsets, plus the figures
that the API had for these particular formations. We came
up with the figure shown. We estimated reserves rather as
being whalt we show here for each individual formation. These

are less than the ultimatc recovery that we predicted in the
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{wfoueréilsﬂand what was shown by the API.

We have also gone ahead and tried to estimate
some sort of a payout on these wells. If you will check the
production on these w=wclis, very few of them -- well, let me
say it this way, rather, -- the average daily production on
these wells are approximately ten or twelve barrels a day.
We used fifteen barrels of o0il per day for each formation
to estimate a payout. On this basis, the Paddock and Blinebry
dual tubing less completion, as you can see, would have a
payout of 47.6 months. We estimate a ratio of income to
investment of 2.63 to one. We followed the same procedure
on the Tubb and Drinkard, came out with the péyout of 54.8
months, ratio of income to investment of 2.5 to one.

Then at the bottom of the puge, I make & ratio of
income investment on all four zones if the 40 acre tract were
developed in the manner we considered here, and this turned
out to bde a ratio of iﬁeome to investment of 2.39 to one.

Q Does that indicate, then, that there are adequate
reserves to justify drilling in this area?

A Yes, sir.

Q As to the puyout, have you changed your estimate
as to the payout time subsequent to previous conversations

with other companies?

A We had discussed this with several companies and
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our original estimate was somewhat higher. None of them
agreed wiith us; consequently, we revised this downward to

what it is at present.

Q By higher, you mean a shorter payout period?
A Yes, sir.
Q On the basis of the information you obtained from

these adjacent wells, was that the basis for the revision of

your figures?

o 23
g
[+4]

w

9]

-

=

-

Q What interest do youw own in this area, Mr. Yuronka,

vou and Mr. Chandier?

A

A Wfe have obtained a farm-out from the Bauerdorif

IEstate who own forty~five per cent working interest, and
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W. P. Prentiss who owns a five per cent working interest;
totaling fifty per cent.

Q Who owns the other fifty per cent working interest? %

i~d

A Texas Pacific 0il Company.

Did you give an estimate on your well costs there?
Yes, sir.

- Does it appear on the exhibit? 5

Yes, sir.

On the basis of the economics, as you have

o o = )

discussed it, can you afftord to drill on a fifty per cent

interest?

A Not on a fifty pex cent interesti alone.
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Q Is that the reason you ave asking for a focred-
pooling order?

A Yes, sir.

Q In the event a forced-pooling order is euntcred,
are you requesting that any risk factor be included?

A Yes, sir.

o what would 55 thie vasis ol the risk factor in this
area?
A Although the oil is there, 1 think the history of th

four pools involved is known, however, we also know

that the pools are in a stage of depletion. The Paddeock,

a unit has heen formed in the Paddock by Humble. The
Drinksrd, Gulf has a unit in the Drinkard. The Blinebry and
the Tubb are essentially gas pools, although there is oil
produced in them.

Consequently, although you have four possible pays
here, the payout, because of the depletion stage of the
reservoir, is long.

Q Does this, in your mind, constitute some risk
on the part of any operator who drills a well in this area?
A Yes, sir.
Q What would you consider %o be an adequate risk
factor to be included in the order?

A Well, the statute only provides for 150 per cent.




¢

g
¢
LI
R =
a2
ao
=
'
=,
(=]
[ —
T
(o]
(= -]
-

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 SIMMS BLDG. » P.O. BOX 1092 @ PHONE 243.6691 ® ALIUQUERQUE, NEW MEXICO 87101

1205 FIRST NATIONAL BANK EAST ® PHONE 256-1294 & ALBLQUERQUE, NEW ME

X1CO 87108

PAGE 15

fortunately that is the

We would like to have more, but un

only thing we can request at ihis time.

Q But your risk factor, as 1 understand you, 1is
based on the economics of the situation--

A That's right.

Q —— as to whether you will get a payout or not, is
this carrect?

A Yes, sir.

Q Are there any particular risks in drilling in
this area?

A No, sir.

Q Just the normal risk of drilling a well and hoping
for production in a provén arga?

A No, sir, none that I know of.

Q Mr. Yuronka, you cwn fifty per cent working
interest, as 1 understand it, under a farm-—out agreement?

A Yes, sSir. |

Q Have you made any attempt to negotiate with Texas

Pacific 0il Company for drilling of a well on this tract?

A Yes, sir.

Q Have you had any success .in your negotiations?
A No, sir.

Q Would you then, for the benefit of the Examiner,

outline just what has occurred in the past in connection with

e




PAGE 16

0 -

your éfforts to form a drilling unit for this prospect?

A In July of 1965, Mr. Bolen -~ 1 met Mr. Bolen one
day on the street in Midland, Mvr. Frank Bolen, who is land
man for Texas Pacific in their Midland offics.

Q Is he present here at the Hearing today?

A Yes, sir. I asked him if Texas Pacific had any
acreage to farm out and he mentioned this particular tract.
It rang a bell with me because when I was with Texas Pacifie,
1 remember this particular lease because it was the first
time I had ever filled out a triple completion AFE »ith
Texas Pacific, The reason I was told at the time that it
was never drilled is that no operating agreement could ever

be reached between texas raciric and the other iifity per cent
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working interest. Consequently, the well was never drilled.
‘fexas Pacific actually stacked the location to
drill a well here in this particular location in April of

1961, and I believe there's a form on file in the Commission

on it. So consequently, when Mr. Bolen mentioned this lease,
it rang a bell and I went ahead and did some checking in
regard to production and the possibiiities of obtaining a
farm-out and the various circumstances involved in obtaining
one.

I then talked to Mr. Bolen over the telephone and

we verbally agreed to a farm-out which I submitted to Texas
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Pacific. He felt that the farm—odt wéuldrbe accepted by the
company. A few days later, I was informed that the engineering
department was somewhat opposed to farming out this acreage
and a report would be submitted by the engineering depariment
with my farm-out request to the Dallas office in regard to
this prospect.

1 inquired of Mr. Bolen whether I could go ahead i
and show the prospect and he gave me verbal authorization to
do so. The prospect was sold on the basis of what the farm-ouk
agreement was between myself and Texas Pacific.

Q This was just a verbal agreement, though?

A Yes, sir. Consequently, oh, I tried to keep in

touch with Mr. Bolen on the progress of the processing of
my farm-out agreement and also inform him that the prospect
had been sold. Finally, he notified me that Texas Pacific
decided not to farm the thing out. There had been a change

in management and they were going to make a study of the area

and determine what tc do themselves before they would make

any further decision on farming out in the area.

Now, the client of mine who took the prospect,

asked me to approach the Bauerdorf's and Mr. Prentiss in

regard to sslling their fifty per cent interest in the well

that is presently producing. We contacted them and tried

to work something out with them, but they would not. We were




L7

"ul.."
S
ad>
a
=
]
=
a
|
[ W—
<
ad
]

e, CONYENTIONS

~

SPECIALIZING IN: OEPOSITIONS, HEARINGS, SYATE MENTS, EXPERT TESTIMONY, D,AfL

1120 SIMMS BLDG. ® P.O. BOX 1092 ® PHONE 243.6691 @ ALBUQUERQUE, NEW MEXICQ 87101
1205 FIRST NATIONAL BANK EAST ® PHONE 256-1294 ® ALBUQUERQUE, NEW MEXICO 87108

PAGE 18

so far apart on pricé“that_zf was just unreasonable io even

try fto pursue it.

MR. NUTTER: That's the Tubb well?

A Yes, sir. That is the presently producing well.

Q (By Mr. Kellahin) That's noi involved in this
Hearing?

A Right. Mr. McCain informed me at the time —— Mr.

McCain is the representative that 1 have heen in contact
with for the Bauerdorfs and the¢ Prentiss -- he informed me
that rather than selling, they would consider a farm-out on
the other 120 acres.

‘Q bid you submit a farm-out to Mr. McCain?

A After I was turned down by Texas Pacific, or
after 1 was informed by Texas Pacific that they would not farm

this acreage out, I then submitted a farm-out request to Mr.

McCain.
Q Has that been marked as an exhibit?
A That is Exhibit 3, I believe.
Q What was the result of this submission of the

farm-out agreement?

A As you can see, this is dated August the 21st, 1965.
I did not hear again from Mr. McCain until a telephone
conversation on January the 26th, 1966. At that time he

called me and asked me if I were still interested in the
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~ farm-out and I told him yes. He said he would talk to Mr.
Prentiss and the Bauerdorf Estate and attempt to obtain a
farm-out. I did not hear again from Mr. McCain unitil May

of 1966, when he called me and informed me that they would
consider a farm-out. However, the terms originally proposed
in this letter of August 21st were not gquite acceptable to
them. The part in question was Bauerdorf and Prentiss to
retain -~ they felt that they should have a little more than
a one sixteenth proposed.

Consequently, we discussed this over the phone. I
discussed it further with Mr. Chandler and we finally agreed
on a farm-out.

Q Referring now to what has been marked as Exhibit
4, is that a farm-out agreement?
A Yes, sir. This is the farm-out agreement that was

originally agreed to and signed by the participating parties.’

Q That's dated June 23, 1966?

A Yes, sir.

Q By its terms it teriminated on October the 1lst of
196672

A Yes, sir, that's right.

qQ Has that farm-cul agreement been cxtended?

A It was extended one time to November the 1st, with

an extension of depth rights to 7400 feet at this time. Then
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this is Euﬁping a little bit ahead but because of
circumstances involved, we did notf have the thing ready to go.
e could not come to agreement with Texas Pacific.
Consequently, Mr. McCain, by gentleman's agreement, stated
that we had this farm-out and we went ahead and pursued this
and tinally got the amendment to the operating agreement,
which is exhibit, what is dated February 24th.
MR. NUTTER: That's Exhibit 59
Q (By Mr. Kellahin) Exhibit Number 5 did extend

the farm-oui agreement, is that correcti?

A Yes, sir.
Q Have you had a further extension?
A The agreement as it stands right now is, we have

the rights to 7400 feet, but excluding the Granite Wash. It
is based on two conditions, (a) acceptance of title, this
is contained in the last full complete paragraph on page 1,
on one of two things, either the date on which we accept
title or (b) the date on which we receive a favorable order
on our forced-pooling hearing whichever is the later date.
Now, we have, as mentioned, we have 120 days to do
this. If the title has been accepted, although there is some
question about it, some work will have to be done on it to

complete it for proper use as a title for drilling.
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The »ther prospect, the other condition involved,

is this force-pooling hearing. As mentioned, we have 120

days. 1If we receive our favorable order on this hearing, if
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< 5% we accept the order as provided by the Commission, we have
P-] o8 !
A
¥ x¢
. 0§ =3 120 days to drill a well. If we do not drill this well in
- s 3= Y
L. é ;a
S that time, we pay Mr. Prentiss a figure of $500 and the
N o =)
bt % £8
Lt ) 2
«s ¢ £3 Bauwerdorfs figure a sum of $4500 is forfeit money.
U S :
Lo AL : * <
R E &3 MR. NUTTER: Well, Mr. Yuronka, I am not clear
-i.:;.»; v; (i):' .
O ~N 9
e 2ol ncre Who arce yeu fereed-nanling?
cg « §z * -~
Lo % =%
g ¢ o 3 03
— £ 8: A Texas Pacific.
22 = %3
w M¥ N
EE S 53 MR. NUTTER: You have the consent of the Bauerdoris
a8 a9
] o <
. o3 )
== i ge and the Prentisses?
Pt 2 <
= 5oz .
e~ 1 % A Yes, sir.
[-C) 2 88
oy — | S =2

M. KELLAHIN: By way of explanation, Mr. Nutter,
this is the basis on which he has then attempted to negotiate
with Texas Pacific. We're laying the foundation to show what h

had and what he's proposing to them.

MR. NUTTER: Don't you have a farm-out from Texas

Pacific?
A No, sir.
MH. KLELLAHIIN: No, sir. I am going into that next.
MR. NUTTLR: Oh.
W (By Mr. Kellahin) MNow, let's go back to the

original farm~out agrecement which you obtained 1n June of 1966,
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Did you again approach Texas Pacific at that

Mr. Yuro..4a.

point?

A When we received final approval of the farm-out
agreement from Bauerdorf and Preatiss, we submitted this
farm-out to Texas Pacific on July the 27th of 1966. We kept
fairly close contact on the progress of it. Ve understand it
was shuffled back and forth belween Midiand and Dallas for
several revisions of figures and possible approaches to the
situation. We were also informed by Mr. Bolen that it would
be recommended out of thé Midland office that the farm-out
be accepted.

On September the 12th, we were informed that Texas

Pacific had declined our farm-out, our farm-out submittal, as

proposed to them and as contained in the agreement with the

Bauerdorf Estate and W. P. Prentiss,.

Q Did you ask Texas Pacific for a farm-out?

A On that day it was turned out, which is Exhibit 6,
is a farm-out request to Texas Pacific, dated September 12,
1966, requesting their fifty per cent working interest on the
same basis on which we obtained the other fifty per cent from
the Bauerdorf Estate and W. P. Prentiss.

Q You say that is BExhibit Number 67

A I believe that's what it is, yes, sir.

) Did you obtain a farm-out from Texas Pacific at
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F_;hat point?
A Nao, sir. They said they would not farm out their
fifty per cent working interest.
Q Now, Mr. Yuronka, did anyone else attempi to make
an agreement with Texas Pacific on the basis of your farm-out?
A Weli, with this, in turning down this farm-out,
the two farm-outs, one was the submittal, and the othexr the
request, Texas Pacific indicated the desire to participate
in drilling a well on this location. Consequently, we went
ahead and -- well, let me back up -- even before Texas Pacific
had turned down the farm-out request on their fifty per cent
working interest, we had shown this to just one or two people
in regards to the possibility of them driliing the well. When
Texas Pacific turned it down, that gave us, of course, the
clear picture of what was involved and we finally got
Fundamental 0il Company to accept our fifty per cent working
interest, pending negotiations with Texas Pacific on an
operaiing agreement.

Q Now, was Fundamental, to your knowledge, able to
make an agreement wilh Texas Pacific?

A I believe Exhibit 7 is a letter written by Mr.
Sidney E. Glenn, representing Fundamental 0il Company. This
letter covers a conversation between Mr. Glenn, Mr. Woolfolk

and Mr. Bolen in regard lo negotiating the operating agreement
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and Mr. Chandler and myself sat in on this conversation, and
if I may, I would like to read this letter.

Q Befo"e you do that, were you and Mr. Chandler both
present at the time this conference was held?

A Yes, sir.

Q Dees the letter as it is writien fairly state what
did occur at the conference?

A Yes, sir. If I may read the letter.

"I am outling below the events as they occurred
regarding nogotiations with Texas Pacific 0il Company commencin
on or about October 6, 1966, for an operating agreement on the
Belcher Lease covering the S/2 SW/4 and the NE/4 SW/4 of
Section 7, Township 22 South, Range 38 East, Lea County, New
Mexico.

"I, Sidney E. Glenn, representing the Fundamental
0il Company, indicated tenative acceptance of the drilling
prospect pending negotiations with Texas Pacific on the above-
mentioned operating agreement and requested that you arrange
a meeting for myself and Mr. Charles Woolfolk with Mr. Frank
A. Bolen, the Texas Pacific Landman in their Midland Office.
Mr. Bolen indicated TP's desire to operate the lease and
quoted a price of $500.00 for the supervision of drilling
operations and $LOUU,UU per month per well bore for

administrative overhead plus direct expenses for operations.
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Ai counfg}ed with the’ggme proposal except that the
administrative overhead would be $65.00 per month per well
bore. Mr. Bolen said that TP would insist on operations and
a compromise figure of §#82.50 per month per well bore was
reached pending the approval of my managemeni. A day or two
later, Mr. Bolen called to inform me that the $82.50 per month
administrative overliead was pev producing zZone in a well and
each company could operate for a two year period if so
desired. I felt that we could not proceed on this bhasis and
so declined the prospect.
iDuring the conversation with Mxr. Bofen, he indicate

Texas Pacific's desire to go 4o 7300 feet to look at the
possible productivity of the Granite Wash formation. Fuxther,
if this were so, they would want to rumn casing to that depth
and attempt to negotiate some type of agreement with W. P.
Prentiss and the Bauerdorf Estate on these rights but not to
attempt a completion at that time. TP agreed to pay all costs
for this additional drilling below the rights allotted in the
farm-out agreement and present Fundamental with a satisfactory
well bore for completion in any of the desired zones above.
This was deemed acceptable since no completion would be
attempted in the Granite Wash in the intial well."

qQ Fundamental did not make a deal with Texas Pacific?

A Neo, sir, they did not.

d
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Q Subsequent to that, did you attempt to get the
rights to the Granite Wash from the Bauerdorf ILEstate and from
Prentiss?
A Well, this Mr. Glenn indicated tentative acceptance
of this farm-out shortly before October lst of 1966. Ve
informed Mr. McCain of this possible acceptance pending

negotiations for an operating agreement. We waited until we

ooy

got -- until this conversation beitween Fundamental and Texas

~

¢
g

Pacific in regard to the operating agreement before we called

s

Mr. McCain back again. We requested at this time for Mr.
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g; McCain, which I have previously testified to, that we would
t
5 °: tike the rights to the Granite Wash and a time extension to
—— 9
= z
= Nuvemver 1si. Mr. MeGaln was qulte insistent uwnat the estate
a g
- &

would not, under any circumstances, farm out the Granite Wash
until there was an additional production history and further
developme’y in the area to indicate the productivity of the
Granite Wash pay.
Q Referring to what has been marked, I believe that
: y is Exhibit Number 8, is it not, would you identify that, pleass
A Exhibit 8 is a memo to Mr. Bob Brackbill with Texas
Pacific 0il Company from Mr. Bob Chandler. During the course
of these negotiations while this was going on between Texas

Pacific and Fundamental, we were in contact with Mr. Brackbill

in an attempt to try to secure agreement on this operating
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agreement. As testified to, this was not reached,

2
§ This memo by Mr. Chandler sums up the facts of the
[*]
g situation involved., If I may read them, I would like to do so,
v -
% g; or read the memo.
g %é "More developments on the above," which is the Belchalr
g oz
. E Ei i prospect, "We have lost Fundamental for the deal. As near as
X B¢ ] .
g gé we can determine from Mr. Sidney Glenn, Fundamental's represen—
F3 2 .
S éé tative in Midland, in the meeting in Mr. Frank Bolen's office
g §§ with Mr. Glenn, TP stated and operating oeverhead of 100 dollars
w o
= g éz per well bore for administrative overhead. Mr. Glenn offered
o
'éé g §§ to operate for $65 per well bore per month or agreed to a
j;; ; é% figure of $65 per month if TP wanted to operate. 1In a couple
§§ g §§ of days, Frank Bolen called Mr. Glenn and offered a compromise
= i &8

figure of $82.50 per well bore. Mr. Glenn said 0.K. we have a
deal, and then called his boss in California to advise him of
the deal made., Later the same day or next day Frank Bolen
called Mr. Glenn and said sorry, the 82.50 figure was per
completion zZone, or for a dual, double the figure previously
quoted and accepted. That is when I called you. I went back tag
Mr. Glenn and said sorry, that is TP's only deal. He then
called his hoss who said to hell with it they have changed their
minds three times already and this is just a forerunner of
what would happen if we operate with them, I think this deal

is so out of hand now that all we can do is start immediately




"I am convinced nobody in your land department is
consciously trying to sabotage this deal, but I think to avoid
misunderstandings if we find someone who will go on the deal
we have discussed and agreed to for Fundamental, we will

PAGE 28
to‘%ry to find you folks another partner.

immadiatelv out their head man in touch with you and try to

TLD
oy

get a deal between your itwo company's settled before going

~
e

to the paper work. Besides, I feel that you are very

persuasive regards explaining why the 82.50 is a good deal. I

%

R R
K R

don't anticipate too much trouble with it provided we are
talking about it from the start. We have a number of company's

whe are gualitied operators who we believe will be interested imn

being your partners, particularly since you though reluctantly
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are willing to provide for exchange of cperators if desired

every iwo year period. Maybe we can get someone on the

dotted line with you yet."

Q Now, Mr. Yuronka, in the event the Commission grantd 2
you a forced~pooling order, are you prepared to have a well
drilled on this acreage?

A Yes, sir,

Q Have you had any further conversation with Texas

Pacific 0il Company? When was your last meeting with them?

A Our last meeting was with them yesterday afternoon

in trying to work something out.
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Q Now, Texas Pacific, as I understand it, has indicategd
that they are willing %o and want to participate in iie

drilling of a well on this acreage, is that correct?

A Yes, sir.
Q Why have you not been able to agree with them, then?
; A Mr. Kellahin, I believe we skipped part of my

(5 Bet

i } Q That's what I want to get back to right now.
i“ A Would you mind repeating your question, then,
please?
Q Why have you not baer able to agree with Texas

Pacific 0il Company on the drilling of a well?

A Because of their insistence to go down and test
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the Granite Wash and complete in it if necessary and the ;

administrative overhead as set forth in their operating

agreement.

Q Now, do you own the rights in the Granite Wash?
A No, sir, we do noi.
Q What is your objection to participating in a well

which would be completed in one or more of those zones which

you do own and the Granite Wash?

A If production were obtained in the Granite Wash

and if seven inch casing were run on a well, the maximum number

of strings of tubing that you could rum in this well is three.

— -
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IT the completi;;mis obtained in thé Granite Wash, then whoever
participates in the well down to 7400 feet with four possible
pays up above will be losing at least one of these pays.

Q That is your objection to participating in the
Granite Wash?

A Yes, sir.

Q Now, as to the administrative overhead, you
indicated in your opinion it was too high. Whati is the figure
that they have given you on this?

A The figure they have given us is 82.50 per zone per
producing well,

Q Now, in the event an order is granted force-pocling
this acreage, you understand you would probably, you are

asking to be designated as operator, are you not?

A Yes.

Q What administrative costs are yon asking?

A $50 per zone per Trouucing well,

Q As I understand, you want to force-pool ag to

the Paddock, the Blimebry, the Tubb and the Drinkard?

A Yes, sir.

Q And you want to force-pool as to o0il production
a 40 acre tract at the well site and as to gas the 120 acre
you have available today for your well?

A Yes, sir.




PAGE ],
Q Then what risk factor are you asking?
A May I repeat, since the statute only allows 150

per cent, that is all we can ask. \e would prefer to have
more,

Q Now, Exhibits 1 through 9 consist of material that
was prepared by you or under your supervision or letters

pertinent to this application which are contaiuned in your

-~y

regular business files, is that correct?

O

A Yes, sir.

me we will offer in

|

M. KELLAHIN: At this ¢t
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g; evidencc Exhihits 1 through 9.
= Z MR. RUSSELL: There’s one erhibit I don't know the
= 2
e < = number. It's the letter from Mr. Glenn, I think, fo Mr.
= & '
Yuronka.
A Yes.
L MR. RUSSELL: What number is that?
MR. NUTTER: Mr. Glenn to Mr. Yuronka, dated April
1, 19677 _

. ~ ) A Yes.

MR, NUTTER: That's Exhibit Number 7.

MRR. RUSSELL: That, of course, is not correspondence
beitween either of the parties hore, and as Mr. Yuronka stated

that he was reading it. I gathered to refresh his

recollection because he said he was present and we feel that
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that is not in all respects a correét statement of what
transpired and I would like to hold up, like to object to
that item until I can put some other tesiimony on.
M. KELLAHNIN: If the LExaminer please, the
in rogayvd to thai exnibit was that Mr. Yuronka and
Mr. Chandler were present at the confercnce ithal was
held and that the letter correctly summarized what actually
occurred there. VWhether the letter be admitted or Mr,
Yuronkat's testimony as his recollection of what occurred be
admitted would be immaterial one way or the other, but
iz someone has a different recollection, why, certainly I
think they would be at liberty to present it at this Hearing.

MR. RUSSELL: What I am referring to, in holding it
up is to bring out by Mr. Yuronka whether a certain statement
in there is actually his recollection or whether it should be
something else.

Mit. NUTTER: Mr. Russell, actually this letter is
being offered now as an exhibit. However, ithis is one of
the items that he read in its entirety into the record, so
we could withhold any admission of the thing as an exhibit
alt this time.

M. RUSSKLL: That's fine.

MR, KELLAUIN: Pending cross examination we have no

objecltion to that,
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MIRR. NUTPTER: Pending cross examination. You

mentionced kxhibits 1 through 9, Mr. Kellahin. I believe we
only have eight, It is eight?

Mil. KELLAHIN: Bight, one through eight.

Mit. NUTT#IL: Applicantis pmxhibit 1 through O and
Exhibit 8 will be admitted in evidence. We will withhold any
ruling on bxhibit 7 for the time being.

(Whereupon, Applicant's Lxhibit Numbers 1 through 6
and 8 wevrc marked for identification.)

G {8y Mr. Kellanin)} Mr. Yuronka, you have mentioned
some company ycu dealt with. Was there anothexr company which
attempted to make a deal with “exas Pacific 0il Company?

A After Fundamental declined the preospect Cernell 0il
Company from Dallas indicated possible acceptance of this
situation regarding participating and drilling this well with
Texas Pacific 01l Conipaiiy.

Q To your knowledge, do you know whether they
attempted to negotiate a deal with Texas Pacific?

A If I may, before this was presented to Cornell,
we obtained inh a telephone conversation from Mr. Bolén and
from Mr. Bob DBrackbill the exacl {erms under which the Texas
Pacific would operate, And these are the terms proposed undern
which we presented the prospect to Cornell 0il Company.

Operating agreement lo procide charge to joint account for
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combined fixed rate admiﬁistrative overhead of $82.50 per
completion zone per month and ito provide for exchanging
operators each two years, if desired. Cobers standard form
of 1962 to be used. Texas and Pacific to supervise drilling
for $500 per well. Operating agrecment to provide that
consenting party may drill to earn second and third wyacts

and recover 150 per cent out of oil from nonconsenting pariy.

However, nonconsenting party may have thirty-day

S

o

option after completion to observe well and to gain his

o

one-half intexrest by paying 110 per cent of the cost of his
one-half in eash. As to a second well drilled on a tract
alrealy earned, consenting party may recover Z00 per cent

out of o0il from nonconsenting partner's share,
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On this basis it was presented to Cornell 0il

Company and they indicated tentative acceptance ol the

to the operating agreement and whatever else would be involved
- Mr. Dolen and Mr. bale Holloway of ihe Midland
office later informed me that Texas Pacific would insist on
the right to go down to the Granite Wash and if necessary,
complete in it, regardless of what the depth was.

With this, on my Christmas vacation I weat to

Shreveport, Louisiana and talked to Mr, M.F. McCain, pardon

me, Mr. N. McCain, Noel McCain. Mr. M.F. McCain at that time
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was in the hd;pitall Pardon me, Mr.ANoel McCain. I
presented some geological data to Mr. McCain, showing the
possibility of the Granite Wash in the area. 1 gave him
some electric logs on some of the wells in the area and also
stated some of the production history of the Granite Wash

wells in the area and urgently recommended that he farm-—out.

the rights to the Granite Wash under the same terms we have

CRNG

the other rights.

The south offset to this proposed location was

[P

drilled by Texaco. This well went down to 7595 in the
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'ég Granite Wash and it was barren in the Gvaniie Wash. This is
é; z the well that is presently a dual completion in the Blinebry-
= i
. = 3 Tubb.
= i
_ A MR. NUTTER: Where is the nearest Granite Wash
production?
A The nearest Granite Wash production is Ernest

Hanson well exactly two miles south of this proposed location.
There is a Granite Wash well on that Ilumble Lease in Section
2/22/%7. Then there is one further south, Mr. Nutter. I
believe it would be in Section 31. It is not shown on my --
wait a minute -~ I can find it right here. 1Ii's in Section
31, Gulf's Scarbro Number 3, which is even burihexr south

than the Hanson well. %hose are three Granite Wash wells

that 1 know of.
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MR. NUTTER: Where is the Hunble well?

A The Humble well is, I believe in Section 2 and
22/37.

MR, NUTTER: That would be northwest of this
acreage?

A Yes, sir.

MR, NUTTER: Do you know which one of those wells
there it is that is the Granite Wash well?

A Numbey 24 and 25. Number 24 is in the northwest
ol the sontheagt. Number 25 is in the southeast of the
southwest.

MR, NUTTER: And the well immediately south of your
proposed location, the Texaco Number 2, tested the Granite
Wash?

A Yes, sir. They went to 7595, they cored in the
Granite Wash and it was barren.

Q (By Mr. Kellahin) You were testifying that you
attempted to get a farm-out on the Granite Wash, Did you
get it?

A No, sir, I did not. ‘ney informe¢d me by telephone
that their opinion on farming out the Granite Wash was still
the same, they would not do so until there was additional
development and further production history closer to the tract

involved.
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Q bid Corneii make any deal with Texas Pacific?

A They declined to prospect.

Q on account of the Granite Wash?

A Yes, sir.

Q At this point, Mr. Yuronka, do you feel that you

can reach any agreement with Texas Pacific?
A No, sir, I do not.
MR. KELLAHIN: That's all the guestions I have.
MR. NUTTER: Axe there any questions of the
witness?
Mit. RUSSELL: Yes, I have a few guestions.
MR. NUTTER: Mr. Russell.
CROSS EXAMINATION

BY MR. RUSSELL:

< T went to gat clear in my own mind exactly what

it is you are .asking here. Am I correct that you are asking

for forced—pooling of all of the zones with the exception

of the Blinobry as to the southwest gquarter of the southwest

gquarter and as to the Blinebry 120 if it is gas?

A I think this also applies to the Tubb, Mr. Russell.
Q Roth 'fubb and Blinebry?
A Since there is a possibility of obtaining gas

wells in both formations.

Q But you are asking for the 120 if you getl a gas
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well, is that right?
A Right.
Q What is your understanding of the status if you did
not initially complete as a gas well in the southwest
southwest?
Well, in all --

A
Q Would it be pooled or not, the other 80?

o

No, sir. If it were an oil well, I assume that's

N

all that could be pooled.
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. Q That's all that could he pooled would be the
’ég southwest quarter of the southwest quartexr., Now, in the
é;= particular aiea in which we're involved, are there any
; .gé triple completions at this time that you know of?
= ‘A Not offhand, sir, no, I don't. No, sir,.
qQ You indicated the risk facitor in the drilling of

this well wac based upon time of payout —~-

A Yes, sir.
Q -- rather than the probability of success, is that
correct?
' A Yes, sir.
- Q That in youx opinion, there's not much gquestion but

what you are going to get at least three zones of production?

A Well, now, getting three zones again would bhe

questionable as to when you drill a well, ynu just don't

:
o
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know what you are going to get. It would depend on your log
that would determine, actually, which Zones you would complete
in. It would appear that the Drinkard and the Blinebry and
the Tubb would probably be productive on this 40 acre tract.
Q And it is your position here --— well, first you
don't own to the Granite Wash?
A That!s right.
- Q But that if it was forced-pool, we'll say to the %
,,,,, Granite \Wash, that that was going to, since you could %
%

only get three strings in the casing, that it was going to
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p S

Qo

'éé block off one of your upper ones?

j —

= f A Yes, sir.

=

= = Q That wouldn't be permanent, would it?

as 3

= A No. Well, I don’t think it would be, no.
Q Well, when one ~-
A I don't think the Granite Wash production

would last for a lifetime.

Q Right, or any o. the others?
A NO, Sil‘.
Q And at any time when any one of them failed to

produce, was depleted, you could then recomplete in the
upper zone?
A Yes, sir.

Q So what we're really talking about is delay in
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in recovery from all zZones?

time
A Yes,
Q Now, in referring to that kExhibit 7, which was
ithe letter to you and Mr. Chandler from Mr. Glenn, as I ;
understand it, this letter is your recollection of what tock é

place at this meeting?

R A 1t is not mine. 1It's Mr. Glenn's.
Q Oh. I thought you said that you were there,
A Yes, sir. 1
4 And you were reading this iecause it did express

your understanding?
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A Yes ir.

Q Well, then, it does, then, does it not?
A Yes, sir. All right.

Q Now, then, in this letter, they refer to

administrative overhead at $65, apparently is what Mr. Glenn
suggested and Texas Pacific said 82.507?
’ A Yes, sir.

Q Now, is there any difference between a combined
fixed rate and administrative overhéad, as you understand the
two terms?

A Would you mind defining "combined fixed rate' so I
can get it in my mind?

Q I want your definition. In other words, let me ask
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you this: When you are talking about administrative

overhead, what are you talking about, you?

A In ry operations what I talk about is handling
the necessary paper work and supervision of the lease and
conferring with people in regard to anything that may have to
he done on the leasc.

Q There may be a difference in opinion as to

administrative overhead and perhaps the terminology of

Wi

combined fixed rate?
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A Yes, sir,

t

as

ad Q It's possible?
=

[ ]

o z \ r oo -

a A Yes, sir.

., = 3 Q Now, do you have any correspondence from Mr,

a ¢
e — S

McCain in connection with your various preposals to him
that you have made? I believe you do have a farm-out
agreement here?

A Yes, sir.

Q Do you have any correspondence on any other
conversations you had with them in connection with, for
example, the Granite Wash?

A Well, sir, I know 1 have a letter in here

somewhere. As you can see, my filc is quite thick on it.

I would have to go through it and try to find it.

Q If you have one you would let us take a look at it?
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Q Now, vou indicated, I recall, or testified that
when you contacted Mr. McCain in connection with the Granice
Wash, he said that they weren't interested until such time
as additional information was furnished in connection with
nrohahle productivity of it?

A Yes, sir.

Q Does that sound like a logical thing to you if

you were in his position and you had a chance to test the

Granite Wash?
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S
a2
'gg A Mr. Russell, I can't make Mr. McCain's decision for
= z him.
= I
= = Q No.
a> 2
e —] ] N . 3 N T Y
A And his people, so anything I would say would bLE

pure personal opinion which I don't think is of value.

Q You don't want to put yourself in his shoes and
give us your opinion?

A I don't think that's my position to2 do.
- ) Q Your reason for not wanting to go to the Granite
Wash is, one, you anticipate that you will be cut out of one
stream of production zone?

A Possibly, ycs, sir.

Q And the second, you have no interest in the Granite

Wash?
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% l____._~

A That's right.

Q But Texas Pacific did agree to bear the entire
cost of going from your formation to the Granite Wash, did
they not, in your negotiations?

A Well, if you will recall my testimony, Mr. Russell,
they first said they wanted to zo to 7300 feet to test the

Granite Wash, I believe Mr. Hanson's well is perforated

approximately 7300 feet. I can't give you the exact

perforations, but it's in that area, right around 7360 feet.

If you will remember, when this came up I contacted Mr.
McCain to get the rights to 7400 feet but excluding the
Granite Wash. I knew at the time that this south offset had

gone to 7595. 1t hit the Granite Wash below 7500 feet and it
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was barren. Mr. McCain, as I testified, would not give a
farm-out to include the Granite Wash. He would exiend it to i

7400 feet if it included the Drinkard.

Q As long as the 7400 was within the Drinkard?
A Right.
Q But Texas Pacific did agree to bear the entire

cost of taking the well from the base of the Driunkard to the
Granite Wash?
A They did with Fundamental. Then in subsequent

conversations with Mr. Bolen and Mr. Dale Holloway, I was

informed that they would want their right to complete in the
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Granite Wash, regardlesgmof whatwagpth it was obtained.

Q And didn't they also with Fundamental, whom you
were working on a farm-out to, that if the hole was lost
between the base of the Drinkard and the Granite Wash, that

they weould drill a new hole at their sole expense?

A I believe I testified to that.
Q Well, I didn't recall that you did.
T
Q I think I mentioned the fact that Texas Pacific

said that they would satisfy Fundamental with a well bore

to Fundamental's satisfaction.
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Q Well, that may mean the same thing. You are
objecting to the 82.50 which Texas Pacific has set up as the
administiralive overhead?

) A Yes.
' Q Do you think that is too high for this area?
A Yes, sir.
Q Have you any operating agreements with any other

companies at this time?
) ) ‘ A No, sir. I do not, not with companies. 1 have

with individuals.

Q You worked for Texas Pacific for some time?
A Yes, sir.
Q And you are familiar with farm-out, various

operating agreements they have where they are nonorerators
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with other major companies?

A Yes, sir.

Q Are there -~ I am just testing your recollection ~--—
are the administrative overheads charged to Texas Pacific in
excess of 82.50 under those?

A I really couldn't tell you. I have been gone from

Texas Pacific for three years, Mr. Russell, and I couldn't

testify.

Q There was also an attermpt to iturn this deal to
Cornell?

A Yes, sir.

Q Did anyhody from Cornell advise you that they

were turning it down because of the title qucstion?

A Yes, sir, that was one of the things involved.
Q That was one of the reasons they turned it down?
A Yes, sir.

Q And there is a title question, apparently?

A Yes, sir. I think if you again will recall in my
testimony the amendment to the farm—out agreement is based on
cither a, acceptance of titic by our attorney, or b, a
favorable ruling on this forced-pooling here.

Q You have not at this time done anything to try énd
correct the title?

A No, sir, not al this time.




‘ A Yes.
Q How long do you anticipate that will take?
) A I'm not an attorney, Mr. Russell.
- qQ No, but I mean has any atlorney advised you as fto

about how long it would take?

A 1t would take a minimum of thirty days.

R

Q What if you do not get this title defect cleared?

Then what's your position, what are you going to do?
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o A Well, we have to get it cleared.
as
; ‘as ") But what if you don't?
=
= A Mr. Ruaecell, we have to get it cleared.
=
— Q No. There are some that can't be clecared,
[~
— A Well, —-
Q But make an assumption that it is somethingz that

can't be cleared within six months. Then what are you going

to do? You arc going to go ahcad and clcar them and then
drill a well?
A We will institute proceedings to have this title

corrected as soon as we possibly can after we receive our
favorable ruling and proceed on that basis.
Q And at this time, you can't give any --

A The normal procedure involved on these things I

thinik with pipe linces if this is not cleared up, why, then
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whatl they will do, I believe, is jusi hold that wmeney in

escrow until the title s cleared up so this will not delay
in the drilling of the well.

' Q You would go ahead and drill the well whether it
was cleared or not?

A Yes, sir.

Q Whether it is cleared or not, you axre going to

I3

drill a well?

A We would ceriainly like to geil it cleared up, if

it would be an undue period of time, we have a contract with

1320 SIMMS BLDG, @ P,O, BOX 1092 ® PHONE 243.6691 ® ALBUQUERQUE, NEW MEXICO 87101
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S
as
'éé McCain and Mr. Prentiss and the Bauerdorfs on which we have
a0 1o start a well within 120 days after acceptance of title,
; —
! —
} et which we have already done, but we will have to probate the
=L
 — | .. . . .
P will or the favorable forced-pooling ruling.
Q Well, ignoring what thce specific legal objections
o may be, you can't say at this time, assuming the Examiner

or the Commission approved your application, when you could
start a well?

A We have obligated ourselves to start one within
120 days if a favorable forced-pooling order is issued.

Q I may have misunderstood, because I thought you said

within 120 days aftexr the clearing of the title or the

granting of this application, whichever was the later.

A Yes, sir.
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dearnley-meier
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Q And title has not been cleared.
A y¢ hlave a —=-
MR. NUTTER: I believe Bxhibit 5 speaks for

itself there, doesn't it?

Q (By Mr. Rlussell) Have you accepted the tiile?
A Yes, sir.
Q Well, all right. Now, Texas Pacific owns a fifty

per cent interesti in this acreage down to and including
the Granite Wash, and if this is approved, they would bhe your

partners, right, in the well, Texas Pacific?

A Not to begin with.

Q No. I sav if this application is approved.
A Yos, we would be the operators.

Q Now, 1 want to know while you have made this

application, will you tell the Commission definitely at this
point that you will be the operator or are you turning it

to someone else?

A We intend to go ahead with it ourselves,

Q You are going to be the operator?

A Yes, sir. We will certainly sirive to be.

Q What would prevent you?

A We have cextain clients who invest with us and we,

as I mentioned, I am, and as yon know, I am the operator of

one lease. I am today tilling a plugging bond with the




intention of being operator on this well.

Q What I am gelting at, is being equally interested
in this as you from an ownexship percentage.

A Yes, sir.

Q We are naturally interested in who we're going to

be doing business with and if it isn't with yon, that's what

I want to find out now.

- PAGE 238)
Commissicn to drill a well in my name and I have every
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i A It would bhe with me.
Q You have no agreements with anybody else at this
S
P
as> time?
=
vy A No, sir. 5
= Q And you intend to drill 1t and operate it? %
=
- A Yes. ;
Q Are you familiar with the operating agreement which |
was sent to Cornell 0il Company? ?
%
A I saw it yesterday atternoon, Mr. Russell, during |
N our conversation.
Q Did you notice in there that if accepted by

Cornell, that Texas Pacific had committed themselves to
commence a. well on February 1st, 19672
A No, sir.

Q You didn't sce that?

A No, sir.
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Q Of coursc, I haven't had an opportuniity of looking
at your operating agreement or any of the other instruments
other than vhat correspondence may have been with Texas
Pacific, so I want to ask you a couple of questions on it.
Per example, if you drill this well and it is oil, no gas,

"

so that your only force-poscliing the 40 acre tracts, have you

e th
earned the others?

A No, sir. They'1l1l have to ~- there's a continuous
development clause. The agreement is such that there is a
continuous development clause. If we obtain a gas well in
either the Blinebry or the Tubb on the first well, then the
remainder of the acreage involved in this farm—ou? will be
allocated to us in order that we might bc able to establish
a proration unit.

Q Right.

A But if oil is obtained in any ol the formations,
then we will have to continue, There is ninety days from the
completion of the first well to the commencement of thce
second well,

Q Then assume that you do get oil, no gas, so that
you get the forty, you have got to drill again on another
40 acre tract to earn that acreage?

A Yes, sir.

Q And then we're right where we are now, right?




A HLpitt.
MR, RUSSELL: That's all.

Mi. NUTTER: Are you through with Mr. Yuronka,

Mi. Russell?

MR, RUSSELL: Yes.

CROSS EXAMINATION

BY MR. NUTTER:

Q I wonder if you would identify the locations of the

- a e 4‘» et e
[
N

various wells that YOu have in your kxhibit 2, the Fina-

W

Butler Number 1, where is that well?

A The Fina-Butler Number 3. is in the southwest of

- @ P.O. BOX 1092 ® PHONE 243-669) ® ALBUQLERQUE, NEW MEXICO 87101
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the southwest of 18.

Q How about ihe Penrose~Rogers Number 1?2
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A Penrose-Rogers Number 1 is -~ that's in the
southwest of the northeast of 12. It's northwest of the

proposed initial location.

Q Where is fthe Sinclair-Rogers Number 1% -

A That's one location north.

Q What weuld the 40 tract be?

A Oh, the northwest of the northeast of 12.

Q Texaco-Lockhart Number 379

A That's in the southwest of the southeast of 18.

Q Penrose-Hinton Number 47
A

Penrose-Hinton Number 4 is the northeast of the




. southeast of 12,
z
o
3 qQ Sohio-McCaliister 1?
r4
[¢]
s A That is in the northwest of the northwest of 7.
[+
: 33 Q The Fina-Butler 5?
o Q®
> 98
- é ¥§ A Fina-Butlexy 5 is in the southwest of the southwest
E oz
2 %3
g 4% of 18.
% §§
s ¢ 23 Q Texaco-Lockhart Number 29
. % %3
ST w ¢ <
" S S A The northwest of the northwest of 18.
' : 43 Q Texas Pacific-Belcher Number 12
«< z
' PoEe
g g A That's in the northwest of the southwest of 7.
CERE B
‘a8 fg Q And the Texaco-Lockhart Number 59
= a o=
é;- z §§ A That's in the northeast of the northwest of 18,
: — ¢ a3
-~ ER ¥ Q And Gulf-Saunders 197
_—  » =S A That's in the southwest of the southeast of 7.
¥ Penxyose~Hinton 5%
A I believe it's 9, Mr, Nutter.
Q Oh, 9, correct.
A Itt's ia the northcast of ithe southeast of 12.
Q Northeastl, southeast 12, Lookhart 7?9
A Lockhaxt 7 is in the northwest of the northeast of
18.
Q Now, Mr. Yuronka, your economics, the last page of
that kExhibit Number 2.
A Yes, sir.
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Q In figuring your value therc for, let's take

the Paddock and Blinebry, you figure the Paddock would produce
fifteen barrels of oil and seventcen m.c.f. of gas per day.
What is this figure that's in the foymula, the 0.345?

A This is the net revenue interest with a fifty
per cent working interest. In other wowrds, you have a fifty

per cent working interest, but the net working interest

STATE MENTS, EXPERY TESTIMONY, DAILY COPY, CONVENTIONS
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2 and a half per cent.
«<
g Q Now, this is to --
g o
o =
‘as 3 A To who.ver was considering this fifty per cent
BE= 3
é;~ 3 working interest on this prospect. ;
-~ % |
= S . . .
= Q This isn't the total, then, that the well would
= i
. earn? f
A No. This economics here pertains to only this

fifty per cent working interest.

Q I sce.
A This is not concerned with the total working
interest in the well, Would that need further clarification,

Mr., Nutter?
Q Well, 1 am kind of lost here, Mr. Yuronka. You

take the cost of the well in the line down below would bhe

forty-one thousand three fifty, that's half of she cost of

the dual completion?
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A ight.

Q That would be foxr the zone, thai would be the
fifty per ceni interest cost?

A Yes, siy. This is the fifiy per cent working
interest cosl in the well, but this is the revenue that
they would receive lor this fifty per cenl working interest

after royalty and overrides and what-have~you have been paid.

Iii viher words, this 1s the estimated lncome that they would

receive from this well on a fifty per cent working interest

[ERFIS I

rer month.

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 SIMMS BLDG. ® P.O. BOX 1092 ® PHONE 243-669 & ALBUQUERQUE, NEW MEXICO 8710}
1205 FIRST NATIONAL BANK EAST @ PHONE 256-1294 t ALBUQUERQUE, NEW MEXICO 87108

'éé Q And you have combined the revenue Irom the two

é; E zones, the 867, but yon have already divided the working é
E; § interest inio fifty per cent share back in the formula? 3
= § A Right. This is, what I'm showing hexre is after, i

as I mentioned, you have a royalty 1o pay, you have overrides
to pay. Well, after all this is deducted, the fifty per
cent working interest is a net working interest of thirty-
four and a half per cent. It is on this basis that our
economics are figured.

Q In other words, there's sixty—nine per cent working
interest here t{total?

A If this fifty per cent wore onc hundred per cent,

then there would be a sixty-nine per cenl working interest.

Q Now, I understood that you were asking onc hundred

I
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fifty per cent risk factor.

A Yes, sir,

Q Now, the operating costs that you stated you
were seeking were $50 per zZone per well?

A Yes, sir.

Q And you would seek to be designated as to
operator of the unitv

A Yes, sir.

Q You mentioned you had filed a plugging bond
with the Commission —-

A Not on this well. It's on another well.

Q The bond that you would file for this well,

would that be in your name or would it be in the name of
Yuronka and Chandler?

A Well, in all probability, I would be, the operator
would just be in my name.

Q And you, yourself, as an individual would be

designated as the operator of the well, then --

A Yes, sir.

Q ~~ 1in the order?

A No.

Q The statute requires tha! the Commission in

cntering an order designate the operator of the well, and 1

presume --
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A Oh, I see, to deéignate the operator. Oh, okay.

Q This is the application of Yuronka and Chandler,

A Yes.

Q Would Yuronka and Chandler be designated as
operators of the well and file the bond and file the subsequeﬁ
£oxrms aud carry the well in their name in that way?

A Why don't you do it in the name of Yuronka and
Chandler?

MR. NUTTER: I see. I helieve that's all the
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gquestions I have. Arc there further questions of Mr, Yufonka?
MR, RUSSEL..: I have one.
CROSS LEXAMINATION
BY MR. RUSSELL:
Q Mr., Yuronka, what was your estimated cost of

drilling this well? I don't believe I have heard that.

: A As I stated in the Exhibit 2 that I submitted, we
have a dual tubing list to the Paddock and the Blinebry

N which a producer would be $87,200 just for these two

dearnley-meier

formations. If we had a dual tubing list for the Tubb and
Drinkard, we estimated the cost of this well to be $90,050.
Q Well, you are not asking at this time to dual or

triple or anything clse?

A No, sir,

Q You don't know at this point what you might ask for
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when you complete?
A No, sir.,
MB. RUSSELL: That's all.
Mii, NUDPTER: I gather from your testimony, you
might end up with a conventional triple completion?

THE WITNESS: Yes.

B e ]

MR. RUIIEE:  ATHEr L4l LUULUglcos uuais s
THE WITNESS: Yes.
MR, NUTTER: Any further questions?

MR, KELLAHIN: At this time I would like to offer

again Exhibii Numbey 7.
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MR. RUSSELL: I will just renew my objection.

MR. NUTTER: Exhibit 7 will be admitted in the

dearniey-meier

SPECIALIZING IN:

record.

(Whereupon, Applicant's Exhibit Number 7
was marked for identification.)

MR, KELLAHIN: If the Examiner please, that
completes our presentation unless we oifer something on
rebuttal, but at this time, I think there 1is an error in
the application on Page 2, Paragraph 5, and I think that
should be corrected to conform to the advertising and to the
testimony that has been presented. If there is no'objection,
I would like to change that to the south half of the

southwest quarter and the northeast guariter of the southwest
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quarter rather than the northwest quarter. It's just a
typographical error and the case was correctly advertised.

MR, NUTTER: The applications have been corrected,

£
: ;8 Mr. Kellahin.
[=] fo it
» 29
¢ iz MR. KELLAHIN: Thank you.
5 @3
= Zg
5 gi MR, NUTTER: Do you have anything further?
E os3
¢ 23 MR. KELLAHIN: Not at this time.
-
TTNlE ™ s <
e g g; MR, NUM'ERR: AMr. Kussell, Qiu yvw have & wionsss?
4§ 3 |
- MR. RUSSELL: Yes.
- 3 23
s s * X ¥ X %
— 5 &5 -
as = LI
‘s § 2% RON_FREELS
= 3 2= T
1 . e <
= = gg calied as a witness, having been first duly sworn, was
= £ iz
= @ ik examined and testified as follows:
as ¥ 28
) s =2 - .
DIRECT EXAMINATION
BY MR. RUSSELL:
Q Will you pleuse state your name, address and pame
of your employer?
A Ron Freels with Texas Pacific 0il Company in Dallas.
y Q What is your official designation and capacity?
A I am entitled a staff proration engineer,
Q You have previously qualified to testify before

the Commission and the IExaminers?

A Yes, sir,

MR, NUTTER: How do you spell your namec?

r
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A F-r-¢c-c-1-s.

MR, NUTTER: And your first name is Ron?
A Ron.
MR, NUTTER: Ron Freels.
Q (By Mr. Russell) Now, Mr. Freels, you have
heard Mr. Yuronka's testimony concerning these various
attempts to negotiate where it bogged down and so forth. I

think it would be simplest if you will just give a reply to

or show oi state where you do not concur with him or the
statements he made,

A If I could go through rathex chronologically the
T.P.'s side of this picture as we see it. T.P. is Texas

Pacific 0il Company. The first records that I have in my
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files from Dallas are an offer from Mr, Yuronka to sell his
farm-out of the Bauerdorf-Prentiss [states to Texas Pacific
0il Company. This was, I believe in August or September of
1966. Ve reviewed his offer and it was too heavy burdened
that we conld not afford to accept. Ve advised him so and
have also let him know that we wished to drill a well.
Subsequently, Mr. Yuronka did approach us and

offer to farm~out our interest. Again we let him know thatl
we were not interested in farming out our interest, that we

wvanted to drill a well and be the operator. I believe Mr,

Yuronka can probahly correci me if he wishes to, but then Mr
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and Fundamental and T.P., as stated, could not agree on a
combined fixed rate as the charge we were planning on using,
it includes adminisirative overhead and other indirect
charges. We could not agree on this figure.

At the time we were dealing or talking to
Fundamental, we had compromised to a certain degrec and had
come up off of a figure that was real realistic down ito one
which we felt was the bare minimum that we could afford to go
to on this well.

I do believe that we provided, I am not sure

ve of

e

whether it was Mr., Glenn, it was a representat
Fundamental, a copy of the Kopus 1962 accounting procedure
which does outline very definitely the differemnt charges and
what goes into them. After the deal with Fundamental fell
through, Mr. Yuronka turned his fifty per cent farm-out deal
to Cornell 0il Company and in December of 1966 Texas Pacific
0il Company sent AFiE's and an operating agreement to Cornell
0il Company and in this operating agreement we proposed to
initiate a well by February the lst at the location that we
are wishing to drill a well now.
This agreement provided for, again, the combined

fixed vate of ;82.50 pexr completion, very distinct, and

Cornell was aware of this at the time.
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We were tater ;dvised by Cornell that they could
not go and that they inferred that they were worried about
a title position. There was no other comments. We assumed
also, that possibly the economics of their deal was not
too strong.

The .next wvhing we were aware of is that we

received a notice that we were being forced-pooled. Ve have
continually throughout this negotiation made it very
definite that we wished to drill a well at this point. Ve
wish to drill it now. We have patiently waited several
months while Mr. Yuronka has been trying to turn his fifty
per cent inieresi 1o other peoplie. Ve do wish to drill to
the Granite Wash. VWe would love to have partners in this,
but we're willing to accepi the entire risk below the total
depth of his interest .
If there is coumercial production, we will want

to complete in it and recoup our cost. Generally this is the
picture as we seec it mow. VWe want to drill a well aow., We
don't realiy care to wait 120 days or six months or however
long it's going to have 1o bhe., We would like to initiate
one immediately. We have the authority,»we have the mouney
aside, we're ready to go.

Q Will you please go into a little more details and

explain why vou have been insistent thaf in this well that
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you be permilted o go to and tesﬂ&fiérbranite Wésﬁ?

A AlY vight, The Granite Vash, we have reviewed
the performance of the Humble wells which Mr. Yuronka
pointed ouit and also a well to the south. Fach of these are
approximately two miles from our lease and we are aware ithat
Texaco penetrated thce Granite Wash at an offsetting location.
We do not have any information as to production tests or
whatever. We know they cored the interval; we do noit have
this data, however, we feel that ihe risk involved in going the
additional two to three hundred feet, whatever it has to be to
fully test the Granite Wash section, is worthwhile and we're
again willing to forego having any partners in this, if it
is neccegeary, and ﬁay the full expense. But the reason we are
so insistent at this location is that withcut a rdoubt the
Granite Wash could not support a primary well of its own to
be drilled from the surface down and that unless we are
permitted to test it at this location we very likely will nevex
ever he able to afford to go to it again.

Q In effect, are you saying that the granting of this
will effectively deprive you of drilling to and ftesting the
Granite Wash from an econcmic point of view.

A That is right. We could never ecconomically afford
to drill from the surface to the Granite Wash under the best

conditions as we see them in the current producing wells at
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this time.
Q One of the stumbling blocks, apparently, has
been the administrative overhead?

A Yes.

Q Now, then, Mr. Yuronka has indicated that 82.50 is

not a realistic or proper figure. Ilave you any background

o

information as to olher operating agreemenis wher

either the orerator or nonoperator as to the overhead?

3

A We are involved in a number of operating agreements

even in Lea County, New Mexico, both as operator and as a

nonoperator in which the combined fixed rate is considerably

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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completion. Iv's very definitely spelled out in the Kopus

forms which cur partners use and we use. It runs from $105,
I believe is the most expensive one we have down to $75 I
believe is the cheapest I can recall anywhere. We, without
an agreement, at this specific time we do not have an
agreement with the Bauerdorf Estate, but on the well that
we are operating at this time we are charging $100 per
completion in that well. This is on the same lease,

Q The shoe is on the other foot when you are the
nonoperator on the same basis?

Thatts right. We still pay it. We rocognize
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that this is an indusiry figure that has been arrived at
through a lot of experience. A lot of people have no idea,
I'm certain, exactly what theilr charges are, what their costs
are and I know during the past two years, three years easily,
a number of companies have been surprised and found out that

theixr costs were higher than they thought they were and we

have, ourselves, agreed to amend several of these charges to

bring viiew in tine as to what they should be. 1In Lea County,

~
W

New Mexico, we have done this.
Q I think you covcred both areas of disagreement going

to the Granite Wash and the difference, as it says here, the

DEPOLITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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procedure and combined fixed rate are the same. Are they
the same to you?

A No, they are not. We have -~ I refer to us
specifically, Texas Pacific 0Oil Company, however this Kopus
1962 accounting procedure is used quite extensively in the
industry and it very distinctly sets out what these charges
are. The primary differences of agreement fall under
paragraph 3 of this procedure which is entitled '"Indirect
Charges." There are several ways of doing this, bul it's

primarily broken into three basic ways of charging. One is

district expense, the other is aduinistrative overhead, the
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third cha}ge, which is becoming induétry standard because it's
rar easier to account, is a combined fixed rate which includes
hotb direct expense and administrative overheads.

Q Now, then, the combined fixed rate does include
within the Kopus form items which are not included in

administrative overhead?

ALBUQUERQUE, NEW MEXICO 87101

LBUQUERQUE, NEW MEXICO 87108
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s A It certainly does.

ﬁ é; Q Were ycua present at this meeting that 1is reterred
e s 3 4o in this letter, their Exhibit Number 77

ez

o A No, sir, I was not.

| S °en
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a> =% Q Is there anything further that you would like to
= 2=

» 3 b4 . . - » . s s
= z éé state in connection with the position of Texas Yacific 1in
= i3 this case or slatements made by Mr. Yuronka®?
-~ % =°

A The only thing that I want to emphasize is that
Texas Pacific 0il Company, in our own opinion, we have waited
a long time to drill this well during the past few months
and we have been wanting to drill it. V\e have given Mr.
Yuronka every opportunity he can to turn his deal. We are
not going to give up a part of our fifty per ceni share if
we can avoid it just to help him sell his interest. We would
1ike to drill a well now and again il we are given the

opportunity we will got after it very quickly.

Q How soon could you dritl onec?

A 1t will take ten days to get us our forms in. If
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" we could get someone to sign our agreement and evidence that
z
o
E: they will pay iheir share of the well, we would agree to begin
F4
[=]
(v
§ a well within thirity days after receiving their signature,
- (W) —
2 52 they're signed on our agreements. In fact, we would include
Qw
s Yo
z x¥
. % §§ an initiating date in the agreement.
o E Lz
(e - ze
= £ §§ Q The same as you did in the one to Cornell?
T wo
- £ 23 A The same as we did to Cornell.
[T d é f;
< §g R It auy eveab, you tusisi ou going bu e Grapitle
e xR Wash?
wr & £§
B = P
— g $r A We want to go to the Granite Wash. We feel it's a
2§l
gg g ;E worthwhile venture.
o P
; Z ..2 . T .
a> - &g MR. RUSSELL: X have no further questiions,
O -
= il
o ik CROSS EXAMINAT
o I 5Z CXAMINATION
s> ¥ 83
by =] 5 =g
BY Mit. NUTTER:

Q This Kopus accounting procedure, does it just say
what you are to include 1o determine the cnsts or does it tell
vou what the costs are going to he?

A No. It tells you what goes into these costs and

« - this cost figure that we agree upon is a negotiable item.

Q This would vary from company to company depending
on what their operating costs are?

A It can vary lLetween companies very definitely and
from experience, we have found that not always a low 4

administrative overhecad cosl os a favorable thing. Frequently

|
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you end up with ﬁd&}ﬂionul_high opnratghéﬂoxbun;és“f;oﬁ lack
of supervision. 'This is somclhing that we are willing to
pay for, ourselves, because we Know il's Lo our advantage to
have a company thal is prepared, thai has (he stalf Lo handle
these propertics properly.

Q Now, when you arg talking aboul the combined fixed
rate, including the direct expense and the administrative
overhead, now that direcl expense, is this the cost of the
pumper out there operating the well?

A The administirativa or the combined rixed rate talls
under what is called indirect charges. There arc direct
charges that go to the operation of the lease, itself. These
are pumpers' salaries and production foremen's salariss.
People ave actually operating on the property, itself.

It is spelled out in this agreement exactly whose
salaries are charged and where, «nd, of course, equipment
expenses are direct charges. The administrative overhead
is an indirect expense to the well.

That's the rcason it's very simple, especially
accounting~wiso, to have a fixed and set figure. \We also
provide in this agreement in the event these costs are either
proved Lo he eithor excessivo or inadequate, that they can be

renegotiated, This is something that comes down the line,

Thoy are rencgotiatled. We have done some during the past

S e S A —

T
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yvear énd they have in;ariahly gone up where companies have
always underestimated what their expenses were.

Q This Exhibit Number 7 which we have discussed
before, there's the statement that "Mr. Bolen indicated
Texas Pacific's desire to operate the lease and quoted a
price of $500 for the supervision of drilling operations and
$100 per month per well bore for administrative overhead

pius direct expenses for operations."

A Direct expenses, excuse me.
Q Direct expenses; that would mean the pumpers' wages$
A That would be the pumpers, the nrodnection forements

salaries, the people who are actually involved on the

lease, the equipment that is bought for the lease, replacing
valves, any direct expense like that is something that is
accountable, and we provide for an accounting procedure that
itemizes these things to the people. They have a very direct
control on that. Thereis a procedure ior outiining this to
our nonoperators on a monthly basis.

MR, NUTTER: Mr. Yuronka, when you are talking
about $50 per zone per well for operating cost, you ar.
including the cost of pumping the well, arcn't you?

MR, YURONKA: No, sir. fThe pumpers' charges would
be added onto it. This is the administrative overhead. If

my interpretation of this is correct, now, then, what we're

e
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talking about heréris when iLhey talk about combincd fixed
rate I think they?'re talking about a staff that they have

and, of course, I am the only one in the staff. I dou't

b4
]
z
3
z
S
X
o
v —
< n -
2 52 have any secretary or anybody else, so I mean my overhead
> 29
x O . . . .
§ XS is going to be a lot lower than Texas Pacific's. I know darn
N = )
g uw? well it will be.
T g5
r &g
5s .
£ 23 MR, NUTTER: Are there any other questions of
... % <2
P w . <
Tt Precls? Mro Kellahin,
L 2R
o 8 &3 GG 1y
r 0z wa CROSS EXAMINATION
2 9%
- 33 :
g g BY MR. KELLAHIN:
e o 25
et = ]
‘as 3 83 Q How long has Tcxas Pacific 0il Company owned
= & 23
‘ R .
2= Z 4% this lease?
2 o 2%
— 3 2:s .o . . .
= i2 A Texas Pacific 0il1 Company acquired the interest of
as S g=
a - N e v . »
= s == Texas Pacific Coal and 0il Company in November of 1964 and

since that time therc has very definitely been a change in the

management and change in approach on ary of these properties.

Q How long did Texas Pacific Coal and 0il) Company
) own it?
A I do not have that figure. I am sure Mr. Yuronka

can come nearer answering that.

0 But Texas Pacific 0il Company has had it since
when?
A Texas Pacific 0il Company acquired the interest

of Texas Pacific Coal and 0il Company in November, 1964.
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Q So you have had the lease since then in this

—

present company?

A Yes, very definitely.

Q And the present company was actually just a
reorganization of the old company, Texas Pacific Coal and
0il Company, was it not?

A 1 would say that it is a very definite 470? 51;
recraganization in that very few of the manageriali, in factl,

right offhand I can't thiuk of any of the managerial people

with the prioxr Texas Pacific Coal and 0il Uompan’ that are

involved in our operation at the present time.

Q Does your lease cover vhe entive southwest
guarter?

A Our lease covers LGO acres.

Q L60 acres, fifty per cent interest?

A Yes.

Q Is that as to all zones?

A Yes, that is to all zones.

Q You do have a well in the northwest quarter and

the southwest aunarter?

A Yes.
Q Was that drilied by the present company or the old
company?
[__ A It was drilled by Olsen prior to it being acquired
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by Texas Pacific Coal and 0il Company.

Q And you inherited it from Texas Pacific Coal and
0il?

A Yes, sir.

Q How many zones is it completed in?

A Preasently one zoune.

Q Have you ever considered completion of a well or

the drilling of a well on that tract to the other horizons

including the Granite Wash?

A On this tract, no.
0 On the northwest quarter of the southwest quarter?
A No, not on that 40 acre tract. We needed the

additional zones to justify drilling to the Granite Wash.

Q At the present time you only own a fifty per cent
interest in the other 120 acres?

A Exactly as is in this well.

Q And you can't afford to drill a well on fifty
per cent interest, can you?

A We can pay our fifty per cent share and drill it,
yes, sir, we can.

Q Can you drill the well and carry the fifty per cent
without some agreement with the other operators?

A Carry the outside operators, the other interests,

no, especially as heavily burdened as the other {ifty per cent




P
ao
A
=
)
P~
aQ
—_
| S—-—
[}
ad
-

SPECIALIZING {N: DEPOSITIONS, HEARINGS, STATE MENTS, EXFERT TESTIMONY, DAILY COPY. CONVENTIONS

1120 SIMMS BLDG. @ P.O. BOX 10(2 ® PHONE 243-6691 ® ALBUQUERCUE, NEW MEXICS 87101
1205 FIRST NATIONAL BANK EAST » PHONE 2561294 & ALBUQUERQU E, NEW MEXICO £7108

-

PAGE 72

interest is on this lease.

4 Then vou say you would be prepared to start a
well in ten days in the event this order is nct granted. You
conldn't stayt a well in ten days, could you?

A I believe you possibly misunderstood me. 1 said
that mv intentions weirc wiiat we would start a well provided
we had a partner who had signed cur agreements aﬁd agreed to
carry, bear his share of the costs.

Q Have you ever or your company ever anrpcoached
bauerdorf Lstate or Prentiss to obtain a farm—out from them?

A I don't recall that we have.

Q Have you ever attempted ic get auny kind of a
pooling agreement with them?

A 1 feel certain there has been efforts in the past
but they have been fruitless.

Q I am talking about Bauerdorf and FPrentiss, the

owners of this interest.

A As far as I know thecy have owned this interest for
way back.
Q Do you kanow whether any effort has been made to

get a pooling agreenent?

A I am not aware of any.
Q You are notl aware of any. Ilas Texas Pacific 0il
Company considered forced-pooling in this tract? J
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A Yes, very definitely.
Q You have rejected that approach, too?
A We have put il off at Lhe present time giving Mr.

Yuronka an opportunity to get rid of his deal. If he does
not or is unable to turn his deal, we are going to approach
the Bauerdorf Estate et al, and offer them or send them
AFE's and requesi that they sign their agreem~nts and join
in the arilling ui ohis wWelli and héi. iu wite evenl they do
not we will ccensider force-pooling this and drilling it.

Q That is on the assumptign that Mr. Yuronka has

lost his rights to drill?

A If he refuses to drill.

Q I say that is assuming that he has lost his rights
to drill.

A That is assuming, yes. Othexr wisec, we would like

to have him as a partiner.
Q You have no objection 3o him as a partner, it's
just a matter of not reaching an agreement, is this correct?
A Love to have him as a partner if he will pay his
share and sign ouxr agreements,
MR. KELLAHIN: That's all the questions we have
of Myr. ¥reels.
M. NUTTERR: Any other quesiions ol Mr. Freels?

Ile may be excused,
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% JERRY MORITZ
8 .
r called as a witness, having been first duly sworn, was
[v}
x s : .
T3 BE examined and testified as follows:
o
w s go
z 58 o] AR
* ¢ g DIRECT EXAMINATION
ST
oo 85 BY MR. RUSSELT,:
L a U
eox Eg ;
(&b} ) DX
“u 2 §§ Q Will you please state your name and address and
e
£ §; the name of youxr employer?
Z wa A Jerry Moritz, M-o-r-i-t-z,  with Texas Pacific
— : Og o b H
w o
T . . ;
§ g2 0il Company in Midland, Texas.
Eo<2
w Q . P . . . .
8 ;§~ Q What is your designation or capacity with the
e o7
. -; -
2 49 comnany?
0 % .
z Lz
: it A I am a special projects engineer.
G S 0
& Sg
’ T qQ You have previously qualified to testify before

the New Mexico Commission and its Examiners?
. A Yes, sir, I have.

Q Mr. Mortiz, you heard Mr. Yuronka's testimony as
to the completion of the well, of T.P.'s well in the

northwest of the southwest quarter of this section?

A Right.
Q Were¢ his statements correct?
A No, he had -- he mentioned tha’ the, which I am

referring to the Belcher 1.

Q Yes,
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Q That the Uyrinkard, as fav as his records showed

or he could find out, was not productive. VWe do have rccords
of production from thc Drinkard zone and it made 13,686

barrels from the Drinkard Zone.

N

43 Purd v R e Rl i Y
VA y Aligyy YRCo uvay

43

Y Now, when Mr. Yuronka was fe
asked as to the location of the various Granite Wash wells.

Did you prepare a plat showing them?

S
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e A Yes.

o Q Will you have that identified?

o (Whereupon, T.P.'s Exhibit Number 1 was
oo marked for identification.)

a2

' ) Tiaa v does well identify a .P.'s EkExhibi umber
&= Q Tha i 1 identify that T.P.'s Exhibit Numb
an
= A Right.

S

= C .
-— Q What is it?

A This exhibit is a plat, land plat of the area and

it shows the acreage involved here, the 120 acres and the fouq

Granite Wash wells in the area.

Q Have you prepared a cross section on any of these
) wells?
A Yes, we have prepared a cross section. It runs

----- from the Humble S5tate S Number 24 through the proposed

location here in the southwest of the southwest through

Texaco's Lockhart Number 2, down to Mr. Hansen's Guteman

e Number 1 and then over to Marathon's Munzy Number 1, which
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Q Do you have a contour map onlthe Grapnite Wash?

A No, we do not. We have attempted to come up with
something that would represent, ithat we feel would represent
the Granite Wash and due to the lack of wells in this area,
we haven'i been able to come up with anything.

Q ¥Will you have your cross section marked for

&

ST U NI
; o

identification?

.
pA

{(Whereupon, T.P.'s kxhibit Number 2
was marked for identification.)
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'EE Q All right. Now, referrihg to your cross section,
(=]

EE ? will you please explain that to the Examiner?

ég? g A This cross scction is a reproduction of the

o =

_EE é availabhle logs on these Granite Wash wells that I previously

mentioned. Actually, it is through the Drinkard Abo and then
the Granite Wash. The newest well in the area, being Mr.
Hansen's well, the Max Guteman shown as Log Number %4 here,
which has been completed, I believe in '66, right? And it is
running through the well that was drilled to the south of us,
the Texaco Lockhart Number 2 showing the interval that they
call Granite Wash in their well over to the Humble well which
also is productive in the Granite Wash, having made about

31,000 barrels of oil to date.

- . ‘ Also shown on the cross section as Log Number 5, is




N

G

i

$

~ e
]

A
SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS. EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 SIMMS BLDG. @ P.O. BOX 1092 @ PHONE 243-669 ® ALBUQUERQUE, NEW MEXICO 87101
1205 FIRST NATIONAL BANK EAST ® PHONE 256-1294 -+ AIBUQUERQUE, NEW MEXICO 87108

T
an
a>
=
1
S
>
—
o
as
-

PAGE 77

the Marathon Munzy Vell which also, from the data obtained
from them, had Granite Wash pay in it and we think that, or
our interpretation oY this is that we have no evidence —~-
that tiie Granite Wash is a blanket developmenf in this area.
It would probably be more of a spotty development in
localized areas and we think that possibly the evidence that
the Marathon Well, the Number 5 Log, that it had pay in it
and did noil waht a4 well anu uiied: mil. GQuisbiaun, OV Mi. LaisSeh
came along and drillca a well offsetting it and made a well
in thc Granite Wash, can be somewhat correlated to our
position with the Texaco Lockharit Number 2 south of us. It
appears from the data we can get from them and from the logs
that they had a Granite Wash section and we feel that this
would give us a good opportunity to have a Granite Wash in
our pay or in our well and would possibly indicate that there
is a localized area of Granite Wash in the vicinity of our wel
and this Lockhart Two.

Q Do you have any further statements you would like
to make in connection with any of the prior testimony?

A I don't believe so, |

Q Were Texas Pacific's Exhibits 1 and 2 prepared
by you or under your supervision and direction?

A Yes, sir,

MR, RUSSELL: I move the introduction of T.P.'s
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Iixhibits 1 and 2.
MR. NUTTER: T.P.'s Exhibits 1 and 2 will be

adwitted in evidence.

p
o
Z
3
S
5
v ~
x 2y e e
: 5§ (Whereupon, T.P.'s Exhibit numbers 1 and 2
. Q® . s ps .
Sy %9 were marked for identification.)
?3 @ §5 MR, RUSSELL: I have no further questions of
O E 8
- £ 23 : :
iy 5 &g this witness.
- w g5
‘ z 23
oo 3 0% CROSS EXAMINATION
cmo % gl
E A I BY MR, KELLAHIN:
T z w &
ey = z
b S . . . .
ca fé Q ’ Mr. Moritz, on what basis did you fix your top
@2 5 %3 on the Granite Wash in the Hansen well?
a> § *%
= & 23 ; i
- 8 &3 A We talked to Mr, Hansen and got them from him.
> i 45
oo ) -ga: . . . -
= I 3Z Q That is his opinion then and not yours?
= 1 i
a  § 23 A Right.
Q It could hav. been higher, couldn't ii?
A I zuess so or it could have been less, No, his

log —— we checked with him prior to this Hearing and he is
still keeping his iogs tighi and we have no woire infoxrmation
than that on it.
MR, KELLAHIN: That's all.
MIit, NUTTER: Trke witness may be excused.
(Witness excusad.)

MR. RUSSELL: I have no further testimony.

MR, NUTTER: Does anyone have anything further
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they wish to include? Closing statements?

2
g
£ MR, RUSSELL: If the Commission please, it is
p 4
Q .
v
§ the position of Texas Pacific 0il Company that they are
> Zg
< gg ready, willing and able to drill a well and will do so. That
Sy g8
- ;E the granting of the application of Mr. Yuronka would create
T E '
| - Zw
J = w Z . . . . .
o £ Zu cconomic waste in that the only way in which we could test
to, a(' Go
< 25
o (34 . . - . .
2§ 28 the Granite Wash in this location would be to drill a well
PR
< = ° aendnley Pasx that nnrnnca and thaoe onnnamince inct da vt dwad 3 O
o w 3 AR I ~ a TET e e gt Y e s e gt ey
v 8 33 4
.y g g; it, which result in this particular area or tract being
O ;, ?g
— £ g: undeveloped within the Granite Wash to the detriment of both
a 2 gé’
v — w . .
Eg 2 ;2 the working interest owners and the royalty owners, That
[ ‘i :; !
eI ¥ as 1t has bcen testified, there have been numerous negotiationmns
(=) = &
— 2 B <
I _ o
<~ 3 2t between the parties, both Mr. Yuronka and Texas Pacific as
as ¢ g3
-3 s =<

well as between Texas Pacific and other people, whom Mr.
Yuronka was trying to turn his farm-out and that they

’ bogged down primarily on two points. One of which is not
wanting to go to the Granite Wash and the seccnd, apparently ;
on the expensc, overhead expense or administrative expense
that we fecl the administrative expense as set out in T.P.'s
operating agrecment which was furnished to Cornell, was
reasonable and in it T.P'. did commit themselves to drill,

commernce the drilling of a well by February lst, 1967 and

that T.P. should be permitted fo drill and tcst this formatiox

to determine whetheor or not it is productive of oil and gas. |
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There is probably conflicting testimony as to
exacl negotiations, hut I don't think any one remembers
everything that was said oy exact terms or words in which

they were said, but I think that T.P. from their attempts to

negotiate with both Fundamential and with Cornell, indicates
their willingness to do this, but they were insistent upon
being ahte to tant THS Wiausive wash which 1is what we want to
do. We, of course as you know, are protesting the granting od
this application for thosc reasons.

MR, KELLAIIIN: If the Commission please, I think
basically as to the negotiations we arce in agreement, there
have been numercus aitempls to negotiate and there has heen
no agreement reachcd and that basicully is the basis for
the application of forced-pooling as provided by the statute
which reads, '"Where, however, such owner or owners have not
agreed to pool their interests and where one such owner or
owners who had the right to drill, has drilled or proposes
to drill a well on said unit to a common source of supply,

the Commission, to avoid the drilling of unnecessary wells,

vwhere to protce! the correlative rights or to prevent waste,

shall pool all ox any part of the lands or interests both
in the spacing or proration units as a unit."
Now, the situation really boils down to the fact

that if we asswume that all the costs are reasonable the
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meapplicani. can't pool with them for a well to the Granite

Wash and would lose economically and his corrclative rights
would be damaged were he forced into the drilling of a well
to the Granite Wach in which he could not participate, even

. though the cost as proposed by T.P’. would be covered from the
[ 5
= lowest zone in which the applicant . has rights to the

Granite Wash, simply for the reason he would lose the

hd
j+]
ot

operater's opportunity to complcic in other zoncs

e

[N

well hore.

e
[

dasically, there is an economic situation in
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—

R 'éé existence here. Neither one of these companies can afford to
é; drill this well unless somebody can pool this thing together
§§ as a unit, not just the applicant here, but according to
a

i - his testimony three other companies have attempted to

1 negotiate a deal with T.P. 0il Company ard have been unable

; to do so. Now, every reasonable effort has been made and as

to why they can't agree, I don't think that is too material.
I think, actually, good faith efforts to agree have
been made on both sides, but they haven't been able to agree.
If a well is going to be drilled, forced-pooling is going to 5
he necessary just as one of T.P.'s witnesses testified, if
they can't get this worked out now, then they can't get a

farm—-oul from the Baucrdorf's LEstate, they are going to have

to force-pool it, so il you grant their forced-pooling, you
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grant our forced-pooling.

It is one or the other, really. It boils down to
this. Texas Pacific has owned this since the new coumpany
was organized in 1964. Texas Pacific Coal and 0il Compagy
owred the lease for some many years prior to that, presumably.
There was no testimony as to how long that they did own il
when the company was organized. Since 1964 nothing has been
done by T.P. Coal and 0il Company ~- pardon me, T.P. 0il

Company, to get a unit together and drill a well on this area, %

They considered forced-pooling so they say, but they didn't

do it. They don't know whether anybody cver approached

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT YESTIMONY, DAILY COPY, CONVENTIONS
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that it be forced-~pooled.

MR. RUSSELL: If the Examiner please, I would like
to make one short statement in reply there. That is, the basic
difference between T.P, forced—ﬁooling and Mr. Yuronka's

forced-pooling is that T.P. forced pools all hoxrizons

whereas this is trying 1o exclude one and that basically
it appears as between Texus Pacific and Mf. Yuronka, there have
been differences in agreeing on a contract. I don't think
it is the¢ Commission's responsibiiity to determine the

terms of the contract. If T.P. can't agree with the

Bauwerdorf people, they justi commence forced-pooling and that
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is it, but what the difference is liere is in the

negotiations. As T.P, said, they will drill the well. That's

all.
MR, KELLAHIN: Do I still get to close?

MR. NUTTER: Do you have one more short sentence?

g

A
- - - 1
e MR, KELLATIIN: As My, dussell states; T.r., & %
&5 . - , o aetd '35
o would assume, is bringing a forced-pooling action to force- ;
oY) 3
B pool all horizons, but that isn't necessarily what is 2

comtemplated by the statute., Mr. Yuronka has a right to

bring this action under the statnte auad he has brought it.

MR, NUTTER: Mr. Russell, do you want to say "yea!
or '"may"? If there is nothing further in Case 3545, we

will take the case under advisement and call a ten-minute
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recess.

(Whereupon, a short recess was talken.)




[ Bel

oA

o

T
1

i S
Qo
[t}
=
'
—
a
—
[ S—
oI
a

|

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 SIMMS BLDG. ® P.C OX 1092 ¢ >HONE 243-6691 ® ALBUQUERQUE, NEW MEXICO 87101

1205 FIRST NATIONAL BANK EAST ® PHONE 2561294 ® ALBUQUERQUE, NEW MEXICO 87108

PAGE 84

STAT: OF NEW MEXICO )
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55
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that
Pages 2 through 73 of the foregoing and asvtached transcript
of hearing was reported by me in stenotype; and that JERRY
POTTS recorded his testimony by machine shorthand from
Pages 74 through 83%; and that the same was reduced to
typewritten transcript under my persounal supervision and
contains a true and correct record of said proccedings,

to the best of my knowledge, skill and ability.

3

. , /f
Lot ) (N 7 e g E o~

NOTARY PUBLIC -

My Commission Lixpires:

June 19, 1967

/ /

P 4
"(y JJ 4? ';":;7/"/"
VOTARYZPﬁﬁLIC

&

My Commission lxpires:

July 10, 1970

I do hereby cartify that the Tavowrn:-
a conplevs record of teia o -
tha ¥asminor henripg oL’ A r."‘fb

Ay

heard by ne ol




AN tuk
¥r. Robert Brackbill
Texas Pacific 041 Coupany
P, 0, Box 47
Pallas, Texas 75221
Res Operating Agreesent,
Dolehey #1; s /L SW/h
of 580 7, 1‘22‘3,
R385, Lea Ooun'ds

New Mexlico
Dear Mr. Brackbill:
Ia « leiter dat Tuly 31, 1967 and signed by Hre L, B. Jeffers,
Texas Pacific 011 Ceompasy elegted not o participato AP
drilling ef the osptioned woll and cospl od with Hew exice Oil
Censervatisn Cowaission Order Ho, R=3263 au Yureaks
Chsndler %0 ragain total cest plus 35% attributable 0

Since it has beon almost four noaths since this action was takea
and an oxecubed Opersting hgreoment bas not beel returned,

Yuronka & Chandler horeby notify you that the propesed Operating
agreement duted July 19, 1967, 1s cancelled and considered mull

and volde

€indly ratura both ceples of the sald Opsrating sgreesant to us
by returi nmail.

Very truly yours

Ol Yrde

o Turenkd

Lo AT 0 froodle—"

Fobert EB. Chandler

co: New Mexico Oil Gongervation Commission

Q
>




Dear lr., Slagle:

The Operating Agreement for ths Bolcher iell #1, Lea County,

Hew Mexico, wes returned to you with a letter dated August 30,
1967, stating our position on suggesied revisions. wr. Unandier
and myself are assuning that since we have not heard from veu,
Texas Pacivie Ci) Company has decided not to sign sald Operating
sgreement, Coasequently, we ara recuesting that you return one
copy of evervthing we have sutmitted to Texas Pacific,

i e ——— P N .
‘ - .'/1""'
Septenber 28, 1967 .
’/7 st f/f:v’ f v
kr, Helvin M. Slagle, Jr.
Texas Pacifis C11 Company
Pe 0o Box 747
Dallas, Texas 75221
[ |

Vary truly yoiirn,

AT

John !mﬂ v

CCs Heow Mexioo 0Ll Conservation Commisaion
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JOHN YURONKA
OFFICE MU 4.6223
CONSULTING PETROLEUM ENGINEER RESIDENCE MU 3-4579
120.C CENTRAL BUILDING AREA CODE 918
MIDLAND, TEXAS 79701

august 30, 1967

lir, lelvin Li. Slagle, Jr.

Texas Pacific Cil Company

?, 0. Box 747

Dallas, Texas 75221 T

Dear lir, Slagle:
ir Eag 00 po
Following your recent visit with Mr. John Yuronka, we haﬁg flug 3; R 0
discussed the attached Operating Agreements dated July 19,
1967, with our attorney. le advises us that the 4greements
we submitied are reasonable and in accordance with the Hew
llexico Oil Conservation Commission Order No, R=3263, There=
fore, we feel there is no need for any further revision on
our part and we return thase instruments for your further
consgideration,

Very truly yours,

<zlc%£24A.t/£CLA«T¢t§L<X_,a

John Yuronka)

gt O Ay

Robert E, Chandler

CC: New blexico 0il Conservation Commission




August 8, 1967

My. L. B, Jeffers

Texas Paciflic Cil Company
P.0. Box 747

Dallas, Texas 75221

Dear Mr. Jeffers:

Re: DBelcher Lease

6 fug 31 Ant 09

Sw 1/4 SW 1/4 Section 7,

T-22-8, R-38-E
Lea County, New Mexico

As requested in your letter of July 1, 1967, I enclose

2 b

a revised "Exnibit A" for the operating agreement of the above

lease., I also euclose the accounting procedure 'Exhibit C”

with the changes to which we can agree initialed by Mr.

Yuronka and myself.

REC:r
Enclosures

Robert E.

Yours truly,

Chandler

:
.
3
E
;
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TrxAs Pacirice Oirn, CoOMPANY
BOX 747

DALLAS, TxAas 75221

July 31, 1967

L. B JEIFFERS 2700 FIDELITY UNION TOWER BLDG.

MANAGER OF PROCUCTION SERVICES

Chandler Engineering Company o P
Suite 120-B, Central Building TR
Midland, Texas

. O Rue 32 An B oot
Attention: Mr. Robert E. Chandler

Re: DBelcher Lease
SW 1/4SW 1/4, Sec, 7-
225-38E
Lea County, New Mexico

Gentlemen:

Your letter of July 19, 1967 addressed to Mr. Brackbill, iransmitting -
your proposed Operating Agreement and Autherication for Expenditure

to cover the drilling of a well on thc above referenced lease, has been

referred to inis oiiice tor reply. :

This is to advise that Texas Pacific Oil Company has elected not to par-
ticipate in the drilling of this well by you and Mr. John Yuronka; however,
we will comply with the State of New Mexico Oil Conservation Commission
Order No. K-3263 which authorizes you to drili and complete this well,
recovering your total cost plus 35% of the cost attributable to our share

of the working interest as provided in the Coramission Order.

We have reviewed your Operating Agreement and find no major objec-
tions to the provisions included. We have made minor changes in Exhibit
"CY covering the Accounting Procedure, which we have initialed, and if
these changes are satisfactory please forward a revised copy of Exhibit
"C'" which will include these changes. It is also noted that Exhibit "A"
does not limit the Agreement to any specific depth and it is our opinion
that this should be clarified since it is our understanding that some of the
rights under this tract were not secured by you and Mr. Yuronka. Itis
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suggested that this be clarified and a new Exhibit “A'" be forwarded for
our consideration. Upon making these changes we will execute and return
your Operating Agreement as requested.

It is assumed that you will proceed with the drilling of the test well as

authorized in the Conservation Commission Order and that you will keep
us advised of your progress and ultimate well cost as provided in the

Order.

Yours very truly,

TEXAS PACIFIC OIL COMPANY

L. B. Jeffers

LBJ:bjm

Y




GCVERNOR
DAVID F. CARGO
CHAIRMAN

State of New Mexico
®il Tonservation Tommission

av Mg,
Al s

é-é}‘lg
" % z STATE GEOLOGIST

LAND COMMISSIONER ',/‘:” _*" : A. L. PORTER, JR.

B. HAY
GUYI:E::BER ® SECRETARY - DIRECTOR

P, 0. BOX 2088
SANTA FE

June 27, 1967

#r. Jason Kellahin Re: Case No. 35453

Kellahin & Pox Order No. R-3263

Attorneys at law Applicant:

Post Office Box 1759

Santa Pe, New Mexico John Yuronka & Robert Chandler

Dear S8ir:

Enclosed hcrewith are two copies of the above-referenced Com—
mission order recently entered in the subject case.

Very truly yours,

DA G |

A. L. PORTER, Jr.
Secretary-~Director

ALP/ir

Carbon copy of drder also sent to:

Hobbs OCC X
Artesia OCC

Aztec 0OCC
Other Mr. John Russell




JOHN YURONKA
OFFICKE MU 4-6223

CONSULTING PETROLEUM ENGINEER /1 P RESIDENCE MU 3.4579
120-C CENTRAL BUILDING Wad AREA CODE 918
MIDLAND. TEXAS 79701 /1

July 19, 1967

%@ 3575

Vv, a4, L. Porter, dr,

iWew lexico 041 Conservation Gonidssion
?. 0. Box 2055

“santa fe, Hew RHexico 37501

Lear lir. Porter:

attached you will find a copy of an duthority For Lxpenditure
and an Operating Azreenent with the necessary exhibits that
; nave been swbnitted to Pexas Pacific 0il Conpany thls date in
: conplisnce with (LUCC Orcder .lo. 1-3263,

: I saw an A prepared by Yexas Pacific for Cornell O3l Con-
’ pany for the cama type of completion wnich totalled 514H,200,00,

Pouiy T U
L)) r:\‘)' .
PR

the attachel esitinmates were made incependently and cofirn
previous estimate,

Very truly yours,

SR

: John Yuronka




Mr. Bob Brackbill

Texas Ircific M1 Coapany /y\)/
2709 Fidelity Unton Tower éflﬁ%zliz ¢;SL;S «

Dallas, Toweoo

Re: Belcher Lease
SW L/4 of SW 1/4 of Sectiorv 7,
Township 22 South, Rangze 38
Fast, NM®4, Lea Count,,
New Mexico

Dear Mr. Brackbill:

In compliance with ozder No, R-3267 issuod by the 0Ll Conservation
Commission of the State of New Mexico, we enclose for your cousideration
(a) Opueriring Agreement ~n' 5 Authorization For Expenditur. .o <over the

drilling of a well Dy w3 oun the above captioned land.

Yo wish to assuve you that we applied for the hearing ouly ~s a last
regort to avoid losing our lerse. This apperced nocessary to ua when we
iearned that the negotiations with Cornell were failing becavce Sf Texas
Pacleic’s iug.gtence ou our securing the rights to the "graniic wash'. e
bad repeatedly btvied to geov the vights to thils sone at Texas Deific's ilon-
sistence and had been wnoble itu do 3. While negotiariona wuich Cocnell
were failing, we were put on notice by our lessors that no move tinme axten-
slong would be granted us on our lease unless we put up a cash forcfeit 1f
& well were not started Dy a cevtain date. We also learned from a certain
representative of our lessors that Texnas Pacific was ac the game time making
overtures o our Llcssors for a lease should we ba 5 jureed ove. T truse
that those people ia Texas Pacific who wanted to sec an agrceable deal con-
summited with one of ous companies wlll undersvand the pousition we wace put
into and will acecept our apology for any embarrvassment or Llnconvenience
which may have resulted fo them.

We have again atitempted to secure the ''granite wash' rights to be in-
cluded and have again beeu refused even though all our data shows that ihe
"granite wash' would be dry anyway. We feel we have done 2ll possidle 2bout
this zone and are sorry we cannot gat these rights foc Texas Pecific's
benefit. However, Texas Paclfic still has the opportunicy as nas existco
thronghcat the attempted negotiations, to test this zone through the wunll tore
uf the Texas Pacific Belcher No. 1 which is just oue location uorth of che
subject location.

Yourg cruly,

REC:b Robert E. Chandler -
Enclosures A

o di 20 A g 10




YURONKA & CHANDLER
120 Central Building
Midland, Texas

AUTHORITY FOR EXPENDITURE

Belcher {1

660' FS&WL Section 7,
T~22~-S8, R-38-y,
Lea County, New Mexico

Completed Dry Hole
7400 @ $4,45/F¢. § 32,930.00 § 32,930.00
2 days @ $1,050 per day WDP 2,100,00 2,100,000
2 days @ $950 per day WODP 1,900.00 950.00
Location and Surface Damages 800.00 800.00
Prepare Location and Roads 2,600,00 2,600,00
Trucking 1,000.00 250,00
Mud and Chemicals 5,000,00 5,000,00
Special Services: DST, Elec. Logs & Logging 5,500,00 5,500.00 |
Cement and Cement Services 3,000,00 1,500, 00 j
Float Equipment 300,00 150.00 |
Perf. and Treat 16,000,00 ;
Miscellaneous * 16,500.00 3,000.00 :
Supervision and Overhead 500,00 500.00 %
$ RR. 118 na ¢ £5 285,00 J
* Rental equipment, completion unit, wire- ?
line services, packers for multiple :
completion, scratchers and centralizers, 2
lator, etc.
Casing, Tubing and other Equipment:
1,360 9-5/8" @ $4,00/f¢, 3 5,200,00 $ 5,200.00
7,400' 7" @ $2,82/f¢t. 20.860.00
18,900' 2" @ $0,72/f¢. 13,620.00
Well Head ¥mas Tree ...3,500.06
$ 43,180.00 % 5,z200.00
Tank Battery
2 - HL-500 bbl. welded tanks w/stairs 14,000.00
and walkway, 2 high-pressure separators
and labor and connections to install
battery
Total $145,310.00 $ 60,480.00
RV
APPROVED this day of Jokk Yuronka ¢}
o 1967,
TEXAS PACIFIC OIL COMPANY [2”*”"2'%%&&/—’*
Roebert E. Chandler
By
Texss Pacific 01l Company: $72,655.,00
Yuronka & Chandler: $72,655.00
Lo 2o g




MODEL FORM OPERATING AGREEMENT —1956
Non-Federal Lands

OPERATING AGREEMENT

DATED
July 19 , 1967
FOR UNIT AREA IN TOWNSHIP. 22~ = RANGE. ___ 38-E
Lea _.. COUNTY, STATE OF New Mexico

e
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OPERATING AGREEMENT

TIHIS AGREEMENT, enteved into this_._19th_ day of. .. July ..., 1967 . between
JQHN YURONKA & ROBERT E. CHANDLER e e
herecafter designaled as “Operator”, and the signatory parties other than Operator.

WITNESSETH, THAT:

WHEREAS, the parties to this agreement are owners of oil and gas leases covering and, if so indicated,

unicased mineral interests in the tracts of land described in Exhibit “A”, and all paities have recached an
agreement to cxplore and develop these leases and interests for oil and gus to the extent and as hereinafter
provided;
NOW, THEREFORE, it is agreed as follows:
1. DEFINITIONS
As used in this agreement, the following words and terms shall have the meanings here ascribed 1o
them.

(1) The words “party” and “parties” shall always mean a party, or parties, to this agreement.

(2) The parties to this agreement shull always be referred to as “it” or “they”, whether the parties be cor-
porate hodies, porincrships, asscciations, or persenc real.

(3) The term “oil and gas” shall include oil, gas, casinghead gas, gas condensate, and all other liquid or gase-
ous hydrocarbons, unless an intent to limit the inclusiveness of this term is specifically stated.

(4) The term *o0il and gas interests” shall mean unleased fee and mineral interests in tracts of land lying
within the Unit Area which are owned by parties to this agreement.

(5) The term “Unit Area” shall refer to and include all of the lands, oil and gas leasehold interests and oil
and gas interests intended 1o be developed and operated for oil and gas purposes under this agreement.
Such lands, oil and gas leaschold interests and oil and gas interests are described in Exhibit “A”.

(6) The term “drilling unit” shall mean the. area fixed for the drilling of one well by order or rule of any
state or federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling
unit shall be the driiling unii as establiched by the pattern of drilling in the Unit Area or as fixed by ex-

press agreement of the parties.

(7) All exhibits attached to this agreement are made a part of the contract as fully as theugn copied in full
in the contract.

(8) The words “equipment” and “materials” as used here are synonymous and shall mean and include all

oil field supplies and personal property acquired for use in the Unit Area.

2.~ TITLE-BXAMINATION, LOSS-OF LEASES_AND _OIL AND GAS INTERESTS

attorney for the benefit of all parties. -

All title examinations shall be made without ¢ . Each examining attorney shall prepare a com-
plete title report on each separate tract based)xpof the abstr@etrecord and title pupers submitted to him. Each
title report shall contain a list of fee ow/nprﬁnd their interests, sha tate the altorney's opinion concerning

validity of their interests, and sl]gl}"ééntain an enumeration and descriptior

title defects, if any, a report up-

on mortgages, taxes, peng,ing'éuils, and judgments, and unreleased oil and gas teyges, and a list of require-

ments, if any, upon whiich the examiner's approval of title to the lease or oil and gus intdwegt is contingent, The

title report shall also contain a specific description of the oil and gas lease being subjected this contract,

with a statement of its form, term (which will be satisfactory if it has a primary term expiring not_sooner

then— I-amount-ofsoyalty, status of delay rental paymenls, and unusual drilltn
_—1

“Joint Loss"
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obligations and of cxcess royalty, oil payments, and other special-burdens. .. A copy. of each title opinion, and .
of cach supplemental opinion, and of all final opinions, shall be sent promptly to each party. The opiniorf'of

the examining attorney concerning the validity of the title to each oil and gas interest and ecach lpase, and the

amount of interest covered thereby shkall be binding and conelusive on the parties, but t acceptability of

leases as to primary term, royalty provisions, drilling obligations, and special our s, shall be a inatter for
approval and acceptance by aﬁ“au_@horized representative of each party.

L

All title examinations shall be made #ind uue reports subm/tkf? wnhm aperiodof________days after the
submission of abstracts and title papers. Each p\'ty shall,m good faith, try to satisfy the requirements of the
examining attorneys concerning its leases and mtnrcstsyh\d{h shall have a period of __ days from
receipt of title report for this purpose. If the ti( to any lease, ex\on and gas mterest is finally rejected by

l the examining attorney, all parties shall then be asked to state in whuiv:;ether they will waive the title
an the

defects and accept the leases or, mtexests, or whether thry wiil siaid rney’s opinion. If one or more

parties refuse to waive title defects, this agreement shall, in that case, be termina and abandoned, and aii

abstracts and title papers shall be returned to their senders. If all titles are approved b e examining at-
torneys, or arc accepted by all parties, and if all leases are accepted as to primary terms, roya rovisions,
drilling obligations and special burdens, all subsequent provisions of this agreement shall become oﬁeragive

~
immediately,-and-the parties-shall-preceed-{o--their-performance.as they are hereinafter.stated. . . >

B. Failure of Title:

Afier all titlee are approved or accepted, any defects of title that may develop shall be the joint re-
sponsibility of all parties and, if a title loss occurs, it shall be the loss of ai' parties, with each bearing its pro-
portionate part of the loss and of any liabilities incurred in the loss. If such a loss occurs, there shall be no

change in, or adjustment of, the interests of th. parties in the remaining portion of the Unit Area.

C. Loss of Leaces Far Other Tha:, Tills Fajlure:

If any lease or interest subject to this agreement Li¢ lust ilirough failure to develop or because express
or implied covenants have not been performed, or if any lcase be permitted to expire at the end of its primary
term and not be renewed or extended, the loss shall not be considered a failure of title and all such losses shall
be joint losses and shall be borne by all parties in proportion to their interests and there shall be no readjust-

ment of interests in the remaining portion of the Unit Area.

3. UNLEASEP-OH-AND-GAS-INTERESTS

~If any- party-owns- an-unleased-oil-and-gas-interest-in--the-Unit- Area;- that-interest shall- b&treated for

- the purpose of this agreement as if it were a leased interest under the form of 011 and. gas lease attached as
Exhibit “B" and for the primery term Iherein. stated As to such_jinterests,” the owner shall receive royalty on

production as prescribed in the form of oil.and- ga‘s"Iease attachedkhereto as Exhibit “B”. Such party shall,

however, be subject to all of the provisions of this agreement relating to ]essees to - the extent that it owns

the lessee interest,-—— - ot el D R PR U S,

4. INTERESTS OF PARTIES

Exhibit “A” lists all of the parties, and their respective percentage or fractional interests under this
agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under this con-
tract shali be borne and paid, and all equipment and muterial acquired in operations on the Unit Area shall be
owned, by the parties as their interests are given in Exhibit “A". All production of oil and gas from the
Unit Area, subicct to the payment of lessor's royalties, shall also be owned by the parties in the same manner.

—2
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If any oil and gas lease cover<d by this agreemaent is subject to an overriding royalty, production pay-
ment, or other charge over and above the usual one-eighth (%) royalty, the party contributing that lease shal}l
assume and alone bear all such excess obligations and shall account for them to the owners thereof out of its

share of the working interest production of the Unit Area.

5. OPERATOR OF UNIT
Yuronka and Chandler shall be the Operator of

the Unit Area, and shall conduct and direct and have full control of all operations on the Unit Area as per-
mitted and required by, and within the limits of, this agreement. It shall conduct all such operations in a good
and workmanlike manner, but it shall have no liability as Operator to the other parties for losses sustaineg,
or liabilities incurred, except such as may result from gross negligence or from breach of the provisions of

this agreement.
6. EMPLOYEES

The number of employees and their selection, and the hours of labor and the compensation for services
performed, shall be Jdetermired by Operator. All employees shall be the employees of Operator.,

7. TEST WELL

On or before the__gSth day of October 19 67 Operator shall commence the drill-

ing of a well for oil and gas in the foliowing iocation:
660' FSL & 660' PWL of Section 7, T-22-S,

R-38-E, Lea County, New Mexico

a depth sufficient to

and shall thereafter contjinue the drilling of the well with due diligence to
test the Dr nkarg gormat on but not to exceed a epﬁn of 7400"',

unies- granits ar.ather practically impenetrable substance is encountered at a lesser depth ar unless all parties

..... Hre

agree to complete the well at a lesser depth.

Operator shall make reasonable tests of ail formations encountered during drilling which give indica-
tion of containing oil and gas in quantities sufficient to test, unless this agreement shall be limited in its ap-
plication to a specific formation or formations, in which event Operator shall be required to test only the
formation or formations to which this agreement may apply.

If in Operator’s judgment the well will not produce oil or gas in paying quantities, and it wishes to

plug and abandon the test as a dry hoie, it shall first secure the consent of all parties to the plugging, and the

well shall then be plugged and abandoned as promptly as possible.

8. COSTS AND EXPENSES
Except as herein otherwise sperifically provided, Operator shall promptly pay and discharge all costs
and expenses incurred in the development and operation of the Unit Area puvrsuant to this agreement and shall
charge each of the parties hereto with their respective proportionate shares upon the cost and expense basis
provided in the Accounting Procedure attached hereto and marked Exhibit “C”. If any provision of Ex-

hibit “C" should be inconsistent with any provision conlained in the body of this agreement, the provisions in
the body of this agreement shall prevail.

Operator, at its clection, shall have the right from time to time to demand and recdeive from the other
parties payment in advance of their respective shares of the estimated amount of the costs to be incurred in
operation§ hereunder during the next succeeding month, which right may be exercised only by submission to
each such party of an itemized statement of such estimated costs, together with an invoice for its share there-
of. Each such statement and invoice for the payment in advance of estimated costs shall be submitted on or
before the 20th day of the next preceding month, Each party shall pay to Opera‘or its proportionate shure of
such estimate within fifteen (15) days after such estimate and invoice is received. If any party fails to pay its
share of said estimate within said time, the amount due shall bear interest at the rate of six percent (6%) per
annum until paid. Proper adjustment shall be made monthly between advances and actual cost, to the end

that each party shall bear and pay its proportionate share of actual costs incurred, and no more.

—3
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9. OPERATOR’'S LIEN

Operator is given a first and preferred lien on the interest of cach party covered by this contract, and
in each party's interest in oil and gas produced and the proceeds thereof, and upon each party's interest in ma-
terial and equipment, to secure the payment of all sums due from each such party to Operator.

In the event any party fails to pay any amount owing by it to Operator as its share of such costs and
expense or such advance estimate within the time limited for payment thereof, Operator, without prejudice to
other cxisting remedies, is authorized, at its election, to collect from the purchascr or purchasers of oil or gas,
the proceeds accruing to the working interest or interests in the Unit Area of the delinquent party up to the
ameunt owing by such party, and cach purchaser of ¢il or gas is authorized to rely upon Operator’s statement
as to the amount owing by such party. )

In the 2vent of the neglect or failure of any non-operating party to promptly pay its proportionate part
of the cost and expense of development and operation when due, the other non-operating parties and Operator,
within thirty (30) days after the rendition of statements therefor by Operator, shall proportionately contribute
to the payment of such delinquent indebtedness and the ron-operating parties so contributing shall be entitled
to the same lien rights as are granted to Operator in this section. Upon the payment by such delinquent or
defaulting narty to Operator of any amount or amounts on such delinquent indebtedness, or upon any recovery
on heohalf of the man-gparating partiac ninder tha iien ronferred ahove. the amount or amounts so paid or re-
covered shall be distributed and paid by Operator to the other non-operating parties and Operator propor-

tionately in accordance with the contributions theretofore made by them.

10. TERM OF AGREEMENT

This agreement shall remain in full force and effect for as long as any of the oil and gas leases subjected
to this agreement remain or are continued in force as to any part of the Unit Area, whether by production, ex-
tension, renewal or otherwise; provided, however, that in the event the fi st well drilled hereunder results in
a dry hole and no other well is producing oil or gas in paying quantities from the Unit Area, then at the end
of ninety (90) days arter abandonment of the first test well, this agreement shall terminate unless one or
more of the parties are then engaged in drilling a well or wells pursuant to Section 12 hereof, or all pariies
have agreed to drill an additional well ¢r wells under this agreement, in which event this agreement shall con-
tinue in force until such well or wells shall have been drilled and completed. If production results there-
from this agreement shall continue in force thereafter as if said first test well had been productive in paying
quantities, but if produciion in paying quantities does not result therefrom this agreement shall terminate
at the end of ninety {90) days after abandonment of such well or wells. It is agreed, however, that the term-~
ination of this agreement shall not relieve any party hereto from any liability wbich has accrued or attached
prior to the date of such termination.

11. LIMITATION ON EXPENDITURES

Without the consent of all parties: {(a) No well shall be drilled on the Unit Area except any well ex-
pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section 12
of this agreement, it being understood that the consent to the drilling of a well shall include consent to all
necessary expenditures in the drilling, testing, completing, and equipping of the we!l, including necessary
tankage; (b) No well shall be reworked, plugged back or deepencd except a well reworked, plugged back or
deepened pursuant to the provisions of Section 12 of this agreement, it being understood that the consent to
. the reworking, plugging back or deepening of a well shall include consent to all necessary expenditures in
conducting such operations and completing and equipping of said well to produce, including necessary tank-

age; (c¢) Operator shall not undertake any single project reasonably estimated to require an expenditure in
__Five Thousand and No,."00 - ======— __Dollars ($.2,000.00 )

excess of
except in connection with a well the drilling, reworking, decpening, or plugging back of which has been pre-

viously authorized by or pursuant to this agreement; provided, however, that in case of explosion, fire, flood,

or other sudden emergency, whether of the same or different nature, Operator may take such steps and incur
such expenses as in its opinion are required to deal with the emergency and to safeguard life and property,
but Operator shall, as promptly as possible, report the emergency to the other parties. Operator shall, upon

request, furnish copies of its “Authority for Expenditi:ves” for any single project costing in ex-

cess of §_ 3+000.00
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12. OPERATIONS BY LESS THAN ALL PARTIES

i uii the parties cannot mutually agree upon the drilling of any well on the Unit Area other than the
test well provided for in Section 7, or upon the reworking. deepening or plugging back of a dry hole drilled
at the joint expense of all parties or a well jointly owned by all the parties and not then producing in paying
quantities on the Unit Arca, any parly or parties wishing to drill, rework, deepen or plug back such a well
may give the other parties written notice of the proposed operation, specifying the work to be performed,
the location, proposed depth, objective formation and the estimated cost of the operation. The parties receiv-
ing such a notice shall have thirty (30) days (except as to reworking, plugging back or drilling deeper, where
a drilling rig is on location, the period shall be limited to forty-cight (48) hours exclusive of Saturday or Sun-
day) after rceeipt of the notice within which to notify the parties wishing to do the work whether they elect
to participate in the cost of the proposed operation. Failure of a party receiving such a notice to so reply to

it within the period above fixed shall constitute an election by that party not to participate in the cost of the

proposed operation.

If any party receiving such a notice elects not to participate in the proposed operation (such party or
partics being hereafter referred to as “Non-Consenting Party’), then in order to be entitled to the benefits
of this scction, the party or parties giving the notice and such other parties as shall elect to participate in the
operation (all such parties being hereafter referred to as the “Consenting Parties™) shall, within thirty (30)
dnve aftar tha evnpiratinn af tha notica norind af thivty (Rﬂ)“dn_\m {or as nramntlv as nossible afier t'.e expir-

ation of the 48-hour period where the drilling rig is on location, as the case may be) actually commence work

on the proposed operation and complete it with due diligence.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the
proportions that their respective interests as shown in Exhibit “A’ bear to the total interests of all Consenting
Parties. Consenting Parties shall keep the leaschold estates involved in such operations frer 2nd clear of all
liens and encumbrances of every kind evested Ly &1 arising trom the operations of the Consenting Parties. If
such an operation results in a dry hole, the Consenting Parties shall plug angd abandon the well at their sole
cosi, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this
seciion results in a producer of oil and/or gas in paying gquantities, the Consenting Parties shall cornplete and
equip the well to produce at their sole cost and risk, and the well shall then be turned over to Operator and
shall be operated by it at the expaense and for the account of the Consenting Parties. Upon commencement of
operations for the drilling, reworking, deepening or niugging back of any such well by Consenting Parties
in accordance with the provisions of this section, each Non-Consenting Party shall be deemed to have relin-
quished to Consenting Parties, and the Consenting Parties shall own and be entitled to receive, in proportion
to their respective interests, all of such Non-Consenting Party’s interest in the well, its leasehold operating
rights, and share of production therefrom until the proceeds or market value thereof (after deducting pro-
duction taxes, royalty, overriding royalty and other interests payable out of or mecasured by the production

from such well accruing with respect to such interest until it reverts) shall equal the total of the following:

(A) 1009 of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment
beyond the wellhead connections (including, but not limited to, stock tanks, separators, {reaters,
pumping equipment and piping), plus 100% of cach such Non-Consenting Party's share of the cost of
operation of the well commencing with first production and continving until each such Non-Consenting
Party’s relinquished interest shall revert to it under other provisions of this section, it being agreed that
cach Non-Consenting Party’s share of such costs and equipment will be that interest which would have

been chargeable to each Non-Consenting Party had it participated in the well from the beginning of

the operation; and

1

(B) ﬁ of that portion of the costs and expenses of drilling, reworking, deepening or pluggini back,
testing and completing, after deducting any cash contributions received under Section 24, and b
of that portion of the cost of newly acquired equipment in the well (to and including the wellhead

connections), which would have been chargeable to such Non-Consenting Party if it had participated
(See Section 30 for further clarification),

therein,

—_F—
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In the case of any reworking, plugging back or decper drilling operation, the Consenting Parties shall
be permitted Lo use, free of cost, all casing, tubing and other equipment in the well, but t:¢ ownership of all
such equipment shall remain unchanged; and upon abandonment of a well after such reworking, plugging
back or decper drilling, the Consenting Parties shai! account for all such equipment 1o the owners thereof,

with each party receiving its proportionate part in kind or in value.

Within sixty (60) days after the completion of any opceration under this secticn, ithe party conducting
the opciations for the Consenting Parties shall {uriiisn each Non-Consenting Party with an inventory of
the equipment in and connected to the well, and an itemized stateinent of the cost of drilling, deepening,
plugging buck, testing, completing, and equipping the well for production; or, at its option, the operating
garty, in linu of an itemized statement of such costs of operation, may submit a detailed statement of monthly
billings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided
above, the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all
costs und liabilities incurred in the operation of the well, together with a statement of the quantity of oil
and gas produced from it and the amount of proceeds realized from the sale of the well’s working interest
production during the preceding month. Any amount realized from the sale or other disposition of eanin-
ment newly acquired in connection with any such operation wirich wonld lLigve been owned by a Non-Con-
senting Party had it participated therein shill be credited against tie total unreturned costs of the work done

and of ths cquipment purchased, in determining when the intérest of such Non-Consenting Party shall revert

AN I8 dhnm T n Anadin L
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If and when the Consenting Parties recover from a Nun-Consenting Party’s relinquished interest the
amounts provided for above, the relinquished interests of such Non-Consenting Party shall automatically
revert to it and from and after such reversion such Non-Consenting Party shall own the same interest in such
well, the operating rights and working interest therein, the material and equipment in or pertaining thereto,

and the production therefrom as such Non-Consenting Party would have owned had it participated in the

“drilling, reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be

charged with and shall pay its proportionate part of the further costs of the operation of said well in accord-

ance with the terms of this agreement and the accounting procedure schedule, Exhibit “C”, attached hereto.

Notwithstanding the provisions of this Section 12, it is agreed that without the mutual consent of all
parties, no wells shall be completed in or produced from a source of supply from which a well located else-
where on the Unit Area is producing, unless such well conforms to the then-existing well spacing pattern

for such source of supply.

The provisions of this section shall have no application whatsoever to the drilling of the initial test
well on the Unit Areca, but shali apply to the reworking, deepening, or plugging back of the initial test well
after it has been drilled to the depth specified in Section 7, if it is, or thereafter shall prove to be, a dry
hole or non-commercial well, and to all other wells drilted, reworked, decepened, or plugged back, or pro-
posed to be drilled, reworked, deepened, or plugged back, upon the Unit Area subsequent to the drilling of

the initial test well.

13. RIGHT TO TAKE PRODUCTION IN KIND

Each party shall take in kind or separately dispose of its proportionate share of all oil and gas pro-
duced from the Unit Area, exclusive of production which may be used in development and producing oper-
ations and in preparing and treating oil for marketing purposes and production unavoidably lost. Each party
shall pay or deliver, or cause to be paid or delivered, all royalties, overriding royalties, or other payments
due on its share of such production, and shall hold the other parties frce from any liability therefor. Any
extra expenditure incurred in the taking in kind or separate disposition by any party of its proportionate

share of the production shall be borne by such party,

Each party shall execute all division orders and contracts of sale pertaining to its interest in produc-

tion from the Unit Area, and shall be entitled to receive payment direct from the purchaser or purchasers

thereof for its share of all production.
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In the event any parly shall fail to make the arrangements necessary to take in kind or separately
dispose of its proportionate share of the oil and gas produced from the Unit Area, Operator shall have the
right, subject to revocation at will by the party owning it, but not the obligation, to purchase such oil and
gas or scll it to others for the time being, at not less than the market price prevailing in the area, which
shall in no event be less than the price which Opcerator rceeives for its portion of the oil and gas produced
from the Unit Arca. Any such purchase or sale by Operator shall be subject always to the right of the
owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of
all oil and gas not previously delivered to a purchaser. Notwithstanding the foregoing, Operator shall not
make a sale into intlerstate commerce of any other paity’s share of gas production without first giving such

other party sixty (60) days notice of such intended sale,

14. ACCESS TO UNIT AREA

Each party shall have access to the Unit Area at all reasonable times, at its sole risk, to inspect or
chserve operations, and shall have access at reasonable times to information pertaining to the development
or operation thereot, inchiding Operator’s books and reccods relating thereto. Operator shall, upon request,
furnish each of the other parties with copies of all drilling reports, well logs, tank tables, daily gauge and
run tickets and repotis of stock on hand at the first of cack month, and shall make available samples of any

cores or cuttings taken from any well drilled on the Unit Area.

15. DRILLING CONTRACTS

All wells drilled on the Unit Area shall be drilled on a competitive contract basis at the usual rates
prevailing in the area. Operator, if it so desires, may employ its own tools and equipment in the drilling
of wells, but its charges therefor shall not exceed the prevailing rates in the ficld, and the rate of such
"charges shall be agreed upon by the parties in writing before drilling operations are commenced, and such
work shall be performed by Operator under the same terms and conditions as shall be customary and usual

in the field in contracts of independent contractors who are doing work of a similar nature.

16. ABANDONMENT OF WELLS

No well, other than any well which has been drilled or reworked pursuant to Section 12 hereof for
which the Consenting Parties have not heen fully reimbursed as therein provided, which has been com-
pleted as a producer shall be plugged and abandoned without the consent of all parties; provided, however,
if all parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender
to each of the other parties its proportionate share of the value of the well’s salvable material and equip-
ment, determined in accordance with the provisions of Exhibit “C”, less the estimated cest of salvaging and
the estimated cost of plugging and abandoning., DTach abandoning party shall then assign to the non-
abandoning parties, without warranty, express or implied, as to title or as to quantity, quality, or fitness for use
of the equipment and material, all of its interest in the well and its equipment, together with its interest in
the leasehold estate as to, but only as to, the interval or intervals of the formation or formations then open
to production. The assignments so limited shall encompass the “drilling unit” upon which the well is located.
The payments by, and the assignments to, the assignees shall be in a ratio based upon the relationship of
their respcective percentages of participation in the Unit Area to the aggregate of the percentages of partici-

pation in the Unit Avea of all assignees. There shall be no readjustment of interest in the remaining portion

of the Unit Area.

After the assignment, the assignors shall have no further responsibility, liability, or interest in the
operation of or production from the well in the interval or intervals then open. Upon request of the assignees,
Operator shall continue to operate the assigned well for the account of the non-abandoning pariies at the
rales and charges contemplated by this agreement, plus any additional cost and charges which may arise as

the result of the separate ownership of the assigned well,

— T
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and shut-in weil puyments which may be required under the

ach poty =hadl poy il eclay reasals
terms of its lease or leases and submit evidence of euch payment to the other parties at least ten (10) days
prior to the payment date.  The paying party shall be reimbursed by Operotor for 1009 of any such delay
rental payment and 10077 of any such shut-in well payment., The amount of such reimbursement shall be
charged by Operator to the joint account of the parties and treated in all respects the same as costs incurred
in the development and operation of the Unit Area. Each party responsiktle for such payments shall diligently
z;ttemp! to make proper payment, but shall not be held liable to the other parties in damages for the loss of
any lease or interest therein if, through mistake «v 2versight, any rental or shut-in well payment is not paid
ot is erroncously paid. The loss of any lease or interest therein which results from a failure to pay or an er-
roneous payment of rental or shut-in well payment shall be a joint loss and there sh:;u be no readjustment of
interests in the remaining portion of the Unit Areca. If any party secures a new lease covering the terminated
interest, such acquisition shall be subject to the provisions of Paragraph 22 of this agreement.
od un

Operaior shall promptlr natify each other party hereto of the date on which any gas well loog

HEs4 8

the Unit Area is shut in and t e reason therefor.

teré?ts\in the Unit Area, it shall promptly give written notice to the other parties, with full informati

cerning its™pyoposed sale, which shall include the name and address of the prospective purchas
Lo reodv. willing™agd able to purchase), the purchase price, and all other terms of the of "> he other parties

(who must

al prior right, for a period ot ten (10) Qays vitei 1cicipt ihe notice, 10 purcnase

ell; and, if this optional right

shall then have an opti

on the same terms and condi s the interest which the other party proposes t

all share the purchased interest inAhe proportions that the interest of

each bears to the total interest of all purdkasing parties. However Ahere shall be no preferential right to pur-

chase in those cases where any party wishes to erests, or to dispose of its interests by merger,

reorganization, consolidation, or sale of all of its ass or a sale or transfer of its interests to a subsidiary or

parent company, or subsidiary of a parent com company in which any one party owns a‘ma-

jority of the stock.

ator of its rights and interests, other parties shall have the right

Should a sale be made by O

ate of such sale, by majority vote in interesti™lo select a new Operator. U

within sixty (60) days after th

elected, the transferee of the present Operator shall assu 1"e duties of and act as

a new Operator is not s

Operator. In eith
in that capacity under this agreement, until its successor Operator is selected and begins to fun®ttign, but the

present O/ﬁerator shall not be obligated to continue the performance of its duties for more than 120 da¥ys.after

the ;aln of its rights and.interests has been lﬂm{_‘\]nfpﬂ

—_—g

“Joint Loss”
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19. MAINTENANCE OF UNIT OWNERSHIP

For the purpose of maintaining wniformity of ownership in the oil and ges leaschold interests covered by
this contract, and notwithstanding any other provisions to the contrary, no party shall seil, ecncumber, transfer
or make other disposition of its interest in the leases embraced within the Unit Avea and in wells, equipment

and production unless such disposition covers cither:
(1) the entire interest of the party in all leases and equipiment and production; or

(2) an cqual undivided interest in all leases and equipment and production in the Unit Area.

Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly

subjeet to this agreement, and shall be made without prejudice to the rights of the other parties,

If at any time the interest of any party is divided among and owned by four or more co-owners, Opera-
tor may, at its diseretion, require such co-owners (6 appeint a single trustee or agent with full authority to re-
ceive notices, approve expenditures, receive billings for and approve and pay such party’s share of the joint
expenses, and to deal generally with, and with power to bind, the co-owners of such party's interests within
the scope of the operations embraced in this contract; however, all such co-owners shall enter into and execute
all contracts or agreements for the gdisposition of their respective shares of the oil and gas produced from the

Unit Area and they shall have the right to receive, separately. p. yment of the sale proceeds thereof.,

20. RESIGNATION OF OPERATOR

Operator may resign from .its duties and obligations as Opcrator at any time upon written notice of not
lece than ninety (00 dave aivren to all other parties. In this case, all parties to this contract shall select by
have the rights, prescribed for Operator by this agreemeni. The retiring Operator shall deliver to its successor

all records and information necessary to the discharge by the new Operator of its duties and obligations.
21. LIABILITY OF PARTIES

The liability of the parties shall be several, not joint or colleciive. Each party shall be responsible
only for its obligations, and shall be liable only for its proportionate share of the costs of developing and
operating the Unit Area. Accordingly, the lien granted by each party to Operator in Section 9 is given to se-
cure only the debts of each severally. 1t is not the intention of the parties to create, nor shall this agreement

be construed as creating, a mining or other partnership or association, or to render them liable as partners.

22. RENEWAL OR EXTENSION OF LEASES
If any party secures a renewal of any oil and gas lease subject to this contract, each and all of the other
parties shall be notificd promptly, and shall have the right to participate in the ownership of the renewal lease
by paying to the party who acquired it their several proper proportionaie shares of the acquisitior .ost, which

shall be in proportiion to the interests held at that time by the parties in the UJnit Area.

If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall
be owned by the parties who elect to participate therein, in a ratio based upon the relationship of their respec-
tive percentage of participation in the unit area to the aggregate of the percentages of participation in the unit
arca of all parties participating in the purchase of such rencwal lease. Any renewal lease in which less than
all the parties clect to participate shall not be subject to this agrecement.

Each party who patticipates in the purchase of a renewal lease shall be given an assignment of its pro-
portionale interest therein by the acquiring party.

The provisions of this scetion shall apply to venewal leases whether they are for the entire interest
covered by the expirving lease or cover only a portion of its arca or an interest therein. Any rvenewal lease
tuken before the expirvation of its predecessor lease, or taken or contracted for within six (6) months after
the expiration of the existing lease shall be subject {o this provision; but any lease taken or contracted for
more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and

shall not be subject to the provisions of this section.

The provisions in this section shall apply also and in like manner to extensions of oil and gas leases.

—_—
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23. SURRENDER OF LEASES

The lcases covered by this agreement, in so far as they embrace acreage in the Unit Area, shall not be

surrendered in whole or in part unless all parties consent.

Howecever, should any party desire to surrender its interest in any lease or in any portion thereof, and
other parties nat agree or consent, the party desiring to surrender shall assign, without express or implied
warranty of iitle, all of its interest in such lease, or portion thereof, and any well, material and equipment
which may be located thereon and any rights in production therecafter secured, to the parties not desiring to
surrender it. Upon such assignment, the assigning party shall be relieved from all obligations thereafter ac-
cruing, but not theretofore accrued, with respect to the acreage assigned and the operation of any well there-
on, and the assigning party shall have no further interest in the lease assigned and its e.quipment and production,
The parties assignee shall pay to the party assignor the reasonable salvage value of the latier's interest in any
wells and equipment on the assigned acreage, determined in accordance with the previsions of Exhibit “C”,
less the estimated cost of salvaging and the estimated cosi of plugging and abandoning. If the assignment is in
favor of more than one party, the assigned interest shall be shared by the parties assignee in the proportions

that the interest of cach bears to the interest of all parties assignee.

Any assignment or surrender made under this provision shall not reduce or change the assignors’ or sur-
rendering parties’ interest, as it was immediately before the-assignment, in the balance of the Unit Area; and
the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter be subject to the

terms and provisions of this agreement.

24, ACREAGE OR CASH CONTRIBUTIONS

If any party receives while this agreement is in forec & contribution of cash toward the drilling of a

well or any other operation on the Unit Area, such contribution shall be paid te the porty who conducted the

_ drilling or other operation and shall be applied by it against the cost of such drilling or other operation. 1If

4.3

the contribution be in the form of acreage, the party to whem the contribition is miade shall promptly execuie

(3]

an assignment of the acreage, without warraniy of title, to all parties to this agreement in proportion to their
interests in the Unit Area at that time, and such acreage shall become a part of the Unit Area and be governed
by all the provisions of this contract Each party shull promptly notify all other parties of all acreage or

money cont:ibutions it may obtain in support of any well or any other operation on the Unit Area.

25. PROVISION CONCERNING TAXATION

Each of the parties hereto elects, under the authority of Section 761(a) of the Internal Revenue Code of
1954, to be excluded from the application of all of the provisions of Subchapter K of Chapter 1 of Subtitle A of
the Internal Revenue Code of 1954, Uf the income tax laws of the state or states in which the property covered
hereby is located contain, or may hereafter contain, provisions similar to those contained in the Subchapter of
the Internal Revenue Code of 1954 above referred to under which a similar election is permitted, each of the
parties agrees that such election shall be exercised. Each party authorizes and dircets the Operator to execute
such an election or elections on its behalf and to file the election with the proper governmental office or

agency. If requested by the Operator so to do, each party agrees to execute and join in such an election.

Operutor shall render for au valorem taxation all property subject to this agreement which by law
should be returned for such taxes, and it shall pay all such taxes assessed thereon before they become delin-
auent, Operator shall bill all other parties for their proportionate share of all tax payments in the manner
provided in Exhibit “C".

If any tax assessment is considered unreasonable by Operator, it may at its discretion protest such valua-
tion within the time and manner prescribed by law, and prosecute the protest te a final determination, unless
all parties agree to abandon the protest prior to final determination. When any such protested valuation shall
have been finally determined, Operator shall pay the assessment for the joint account, together with interest and
penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as provided
‘n Exhibit “C".

—10—
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26, INSURANCE

AL all times while operations are conducted hercunder, Operalor shall comply with the Workmen's
Compensation Law of the State where the operations are being conducted. Operator shall also carry or pro-
vide insurance for the benefit of the joint account of the parties as may be outlined in Exhibit “D’ attached
to and made a part hercof. Operator shall require all contractors engaged in work on or for the Unit Area
to eomply wilh the Workmen'’s Compensation Law of the State where the operations are being conducted and
to maintain such other insiirance as Operator may require.

In the event Automobile Public Liability Insurance is specified in said Exhibit “D”, or subsequently re-
ceives the approval of the parties, no direct charge shall be made by Operator for premiuras paid for such in-

surance for operator's fully owned automotive equipment,
27. CLAIMS AND LAWSUITS

If any party to this contract is sued on an alleged cause of action arising out of operations on the Unit
Area, or on an alleged cause of actign involving title to any lease or oil and gas interest subjected to this con-
tract, it shall give prompt written notice of the suit to the Operator and all other parties.

The defense of lawsuits shall be under the general ditvection of a committee of lawyers representing the
parties, with Operator’s attorney as Chairman., Suits may be settled during litigation only with the ioint con-
sent of all parties. No charge shall ke niade lor services performed by the staff attorneys for any of the
parttes, but otherwise ail expenses incurred 1n the detense of suits, together with the amount paid to discharge
any final judgment, shall be considercd costs of operation and shall be charged to and paid by all parties in
proportion to their then interests in the Unit Area. Attorneys, other than staff attorneys for the parties, shall
be employed in lawsuits involving Unit Area operations only with the consent of all parties; if outside counsel
is employed, their fees and expenses shall be considered Unit Area expense and shail be paid by Operator and
charged to all of the partics in proportion to their then interests in the Unit Area. The provisions of this
paragraph shall not be applied in any instance where the loss which may rvesult from the suit is treated as an

"individual loss rather than a joint loss under prior provisions of this agreement, and all such suits shall be
handled by and be the sole responsibility of the party or parties concerned.

Damage claims caused by and arising cut of operations on the Unit Area, conducted for the joint ac-
count of all parties, shall be handled by Operator and its attorneys, the settlement of claims of this kind shall
be within the discretion of Operator so long as the amount paid in settlement of any one claim does not exceed
one thousand ($1000.00) dollars and, if settled, the sums paid in settlement shail be charged as expense to

and be paid by all parties in proportion to their then interests in the Unit Area.

28. FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under
this agreement, other than the obligation to make money payments, that party shall give to all other parties
prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon, the
obligations of the parly giving the notice, so far as they are affected by the force majeure, shall be suspende-.
during, but no longer than, the continuance of the force majevre. The affected party shall use all possible
diligence to remove the force majeure as quickly as possible.

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require
the scéttlement of strikes, lockouts or other labor difficully by the partly involved, contrary to its wishes; how
all such difficulties shall be handled shail be entirely within the discretion of the party concerned.

The term “force majeurce” as here employed shall mean an act 6( God, strike, lockout, or other industrial
disturbance, act of the public ecnemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, gov-
ernmental restraint, unavailability of equipment, and any other cause, whether of‘the kind specifically enum-

crated above or otherwise, which is not reasonably within the control of the party claiming suspension,
29. NOTICES

All notices authorized or required between the parties, and required by any of the provisions of this
agreement, shail, unless otherwise specifically provided, be given in writing by United States mail or Western

Union Telegram, postage or charges prepaid, and addressed to the party to whom the notice is given at the

—_11—
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addresses Jisted on Exhibit “A’. The originating notice to be given under any provision hereof shall be deemed

given only when received by the party to whom such notice is dirceted and the time for such party to give any

notice in response thereto shall run from the date the ociginating notice is received, The second or any re-

sponsive notice £hall be deemed given when deposited in the Upited States mail or with the Western Union
Teiegraph Company, wilh postage or charges prepaid. Each party shall have the right to change its address
at any time, and from time to time, by giving written notice thereof to all other parties.

30. OTHER CONDITIONS, IF ANY, ARE:

NMOCC Order No, R-3263 is hereby incorporated herein and made a pari of this agreement,

and to the extent that there is any conflict between the terms of this said operating
agreement and said NMOCC Order No. R-3263, the terms of said order shall prevail and
be effective and binding on the parties hereto.
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This agreement may be signed in counterpart, and shall be binding upon the parties and upon their heirs,

successors, representatives and assigns,

ATTEST: i

OPERATOR

o e Gl

I r

ATTEST:

oy /él &#ﬁl Lol § . gl




1)

(2)

(3

EXHIBLIT "A"

(a) Lands subject to Contract: SW/& SW/4 of Sectionm 7,
Towmship 22 South, Range 38 Rast, Lea County, New Mexicc,

(b) Restrictions, If Any, as to Formtious or Depths:
As specified in NMOCC Order No. R-3263.

(¢) Drilling Unit for First Well: As specified in (1)(a) above,

Percentage or Fractionsl Interests of Parties Undexr Agreement:
Texas Pacific 011 Company: 50,008 Ww.I.
Yuronka & Chandler : 50,00% W.I,

Addresses of Parties to which Notices Should be Sent:
Texas Pacific 01l Company Yurenka and Chandler

P.0. Box 747 120 Central Building
Dallas, Texas Midland, Texas 79701
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SSMARTIN CO COPAS — 1942

Recommended Ly the
Council  of Petroleum
L1 Accountants Societies of

EXHIB]T “C North Amgrico.

ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

1. GENERAL PROVISIONS

Definitions
“Join. Property” shall mean the real and personal property subject to the agreement to which this “Accounting Pro-

cedure” is ottached,

“Joint Opcrations’” shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Property.

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall meun the nonoperating parties, whether one or more.

“Joint Account” shall mean the account showing the charges and credits accruing because of ‘he Joint Operations
and which are to be si.ared by the Parties.

“Parties’’ shall mean Operator and Non-Operators.

“Material” shall mean personal property, equipment or supplies acquired or held for use nn the Joint Property.
“Controllable Material” shall mean material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Conflict with Agreement
In the event of a conflict between the previsions of this Accounting Procedure and the provisions of the agree-

ment to which this Accounting Procedure is attached, the provisions of the agreement shall control.

Collective Action by Non-Operators
Where an agreement or other action of Non-Operators is expressly required under this Accounting Procedure

and if the agreement to which this Accounting Procedure is attached contains no contrary provisions in regard

thereto, the agreement or action of a majority in interest of the Non-Operators shall be controlling on ali Noii-

Operators.

Statements and Billings

Operator shall bill Non-Operators on o1 before the last day of each month for their proportionate share of costs and

expenses, for the preceding month. Such bills will be accompanied by statements reflecting the total charges

and credits as set forth under Subparagraph ... L. . .. below:

A. Statement in detail of all charges and credits to the Joint Account.

B. Statement of all charges and credits to the Joint Account, summarized by appropriate classifications indicative
of the nature thereof,

C. Statement of all charges and credits to the Joint Account sumimarized by annrorcigle classitications indicative
of the nature theveol, except thatl items of Cantrellzblc Maierial and unusual charges and credits shall be detailed.

Tayineni und Advances by Non-Operators

Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. If pay-
ment is not made within such time, the unpaid balance shall bear interest at the rate ofimim per cent $8€5) per
annum until paid. eight (%)
Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness
thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calendar
yvear shall conclusively be presumed 1o be true and correct after twenty-four (24) months following the end «f any
such calendar year, unless within the said twenty-four (24) month period a Non-Operaior takes written excep-
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be made
unless it is made within the same prescribed period. The provisions of this paragraph shsall not prevent adjust-
ments resulting from a physical inventory of the Joint Property as provided for in Section VII.

Audits
A Non-Operatlor, uron notice in writing to Operator and all other Non-Operators, shall have the right to audit

Operator's accounts and records relating to the accounting hereunder for any calendar year within the twenty-four
(24) month period following the end of such calendar year: provided however, the making of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
6 of this Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable
effort to conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to

the Operator,
II. DIRECT CHARGES
Subject to limitations hcreinaiter prescribed, Operator shall charge the Joint Account with the following items:

Rentals and Royalties
Delay or other rentals and royalties when such rentals and royalties are pid by Operator for the Joint Account

of the Parties.

Labor

A. Salaries and wages of Operator’s employces dircetly engaged on the Joint Property in the conduct of the Joint
Operations, and salarics or wages of technical employces who are tempararily assigned to and direetly
employed on the Joint Property.

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to the
cmployees whose salaries and wages ave chargeable to the Joint Account under Paragraph 2A of this Section 11
and Paragraph 1 of Section I11; excepl that in the case of those employces only a pro rata portion of whose
salaries and wages are chargeable to the Joint Account under Paragraph 1 of Section II1, not more than the same
pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint Account. Cost
under this Paragraph 2B may be charged en a “when and as paid basis’” or by “percentage assessment” on the
amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this Section 11 and Parg-
graph 1 of Section IIL. I percentage assessment is used, the rate shall be based on the Operator's cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are ap-
plicable to Operator's lubor cost of salavies and wages chargeable to the Joint Account under Paragraphs 2A
and 2B of this Section I and Parograph 1 of Section HI,

D. Reasonable personal expenses of those employees whoze salarvies and wages are chargeable to the Joint Account
under Paragraph 2A of this Scetion 1T and for which expenses the employees are reimbursed under Operator's

usual praclice.




3. Employee Benefits
Operator's current cost of establishied plans for employees’ group life insurance, hospitalization, pension, retire-
ment, stock purchase, thrift, bonus, and other benefit plans of o like nature, applicable to Operator’s labor cost; pro-
vided bowever, the total of such charges shall not exceed ten pereent {1077) of Operator's labor costs chargeable
to the Joint Account under Paragraphs 2A and 2B of this Scction IT and Paragraph 1 of Seetion 11

4. Material

Mateiai purchased or furnished by Operator for use on the Joint Preoperty. So far as it is reasonably practi-

cal and consistent with efficient and economical operation, only siteh Material shall be purchased for or transferred

to the Joint Property as mz/ be required for im- .. diate use; and the accumulation of surplus stocks shall be avoided,

Transportation

Transporiation of employees and Malterial necessary for the Joint Operations but subject to the following limitations:

A. If Material is moved to the Joint Property from the Operator’s warchouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance froin the nearest reliable supply store or
railway receiving point where like material is available, except by agreement with Non-Operators.

B. If surplus Material is moved to Operator’s warchouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store o- railway receiving
point, except by agreement with Non-Operators. No charge shall be made to Joint Account for moving Material
to other properties belonging to Operator, except by agreement with Non-Operators.

C. In the application of subparagraphs A and B above, there shall be no eqgualization of actual gross trucking costs
of $100 or less.

6. Services
A. The cost of contract services and utilities procured from outside sources other than services covered by Para-

graph 8 of this Section II und Paragraph 2 of Section IIL
B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV.

7. Damages and Losses to Joint Property
All costs or expenses necessary for ti:e repair or replacement of Joint Property made necessary because of damages
or losses incurred by five, flood, storm, theft, accident, or any other cause, except to the extent that the damage or
loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall
furnish Non-Operators written netice of damages oi lusses incurred as socn as practicable after a report thereof
has been received by Operator.
Legal Expense
Al costs and expenses of handling, investigating and settling litigation or claims arising by reason of the Joint
Operations or necessary to protect or recover the Joint Property, including, but not limited to, attorneys’ fees,
court costs. cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any
such litigation or claims: provided, (a) no charge shall be made for the services of Operator’s legal staff or other reg-
ularly emploved personnel (such services being considered to be Administrative Overhead under Section 1I1), ex-
cept by agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of outside at-
torneys unless the employment of such attorneys is agreed to by Operator and Non-Onerstars,

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

10. Insurance Premwiums
Premiums pay . for insurance required to be carried on the Joint Property for the protection of the Parties. |

11. Other Exnendifurse
Any other expenditure not covered or dealt with in the foregoing piavisions of this Section II, or in Section III,

and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations.
III. INDIRECT CHARGESR
Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus a
fixed rate for administrative overhead, and plus the warehousing charges, all as provided for in Paragraphs 1, 2, and 3 of
this Section III OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of this Section
III, as indicated next below:

NPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF:
[] Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhead plus
warehousing.)
Paragraph 4. (Combined fixed rate)

1. District Expense
Operator shall charge the Joint Account with a pro rata portion of the salaries, wages and expenses of Operator’s
production superintendent and other employees serving the Joint Property and other properties of the Operator in
the same operating arca, whose time is not allocated directly to the properties, and a pro rata portion of the cost of

maintaining and operating a production office known as Operator's ...

(%24

to

office located at or near . {or a compaxable offlce 1f Iocahon changed) and neces-
sary sub-offices (if any), m'nnlamod fox the convemence of the above-described office, and all necessary camps,
- including housing facilities for employees if required, used in connection with the operations of the Joint Property

and other properties in the same operating arca. The expense of, less any revenue from, such facilities may, at the
option of Operator, include depreciation of investment or a fair monthly rental in lieu of depreciation. Such
charges shall be apportioned to all properties served on some equitable basis consistent with Operator’s accounting

practice.

T

2. Administrative Overhead :
Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in “

licu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section III, including
salaries, wages and expenses of personnel assigned to such offices. Such charges shall be in addition to the salaries,
wagos and expenses of employees of Operator authorized to be charged as direct chavges as provided in Paragraphs
2 and 8 of Sertion II.
WELL BASIS (RATE PER WELL PER MONTH)
PRODUCING WELL RATE

DRILLING WELL RATE (Use Current Producing Depth)
(Use Totol Deyth) All Wells
Well Depth Each Welil Fitst Five Nent Five Over Ten

Tho c0~t and expense of services ﬁ om Olll\ll‘l(‘ sowrees in connection wuh matlcw of ta:\nllon. ll.afflc, accountmg, or
matters before ov invelving governmental agencies shall be considered as included in the overhead rates provided for in
this Paragraph 2 of Seetion I, unless such cost and expense are agreed upon between Operator and Non-Operators

) as a diveet charge to the Joint Account.




3.

+.

Operator’s Fully Owned Warchouse Operating and Maintenance Expeuse
(Describe fully the agreed nrocedure to be followoed by tho Operator.)

Combined Fixed Rates
Operator shall charge the Joint Acceunt for the services covered by Paragraph 1, 2 and 3 of this Section III, the
following fixed per well rates:
WELL BASIS (RATE PER WELL PER MONTH)
PRODUCING WELL RATE

5.

2.

DRILLING WELL RA\TE (Use Current Producing Depth)
(Use Totat Depth} Al Walls
Well Depth Each Well First Five Next Flve Over Ten
ey P S, e OO
7400°° 500 $50 as per S5-2 (6) below

Saxd h\ed rate (sha]l) (sha]l not) m()ude salanos and expenscs of produchon foremen

Application of Administrative Overhead or Combined Fixed Rates

The following limitations, instructions and charges shall apply in the application of the per well rates as provided

under either Paragraph 2 or Paragraph 4 of this Section 1II:

A, Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drilling or
completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling operations for fifteen (15) or more consecutive days.

B. The status of wells shall be as follows:

(1) Producing gos wells, injection welis for recovery operations, water supply wells utilized for water flooding
operations and salt water disposal wells shall he considered the same as producing wells.,

(2) Wells permanently shut down but on which plugging operations are deferred shall be dropred from the
well schedule at the time the shutdown is effected. When such a well is plugged a charge shall be made
at the producing well rates.

(3) Wells being plugged back, drilled deeper, converted to a source or input well, or which are undergoing any
type of workover that requires the use of a drilling or workover rig shall be considered the same as drilling
wells.

(4) Temporarily shut-down wells, which are not produced or worked upan for a period of a full ealendar month,
shall not be included in the well schedule, provided however, wells shut in by governmental regulatory
body shall be included in the welt schedvle only in the event the allowable production is transferred to some
other well or wells or: the Joint Property. In the event of a unit allowable, all wells capable of producing
will be counted in determining the charge.

(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though femporarily shut in due to overproduction or fajlure of purchaser to take the allowed production.

(6) Wells completed in multiple horizons in vihish the wrodustisi s woul commingted down hole, shall be con-
sidered as a producing well for each separately producing horizon.

The well rates shall apply to the total number of wells being drilled or operated under the agreement to which

this Accounting Procedure is attached, irrespective of individual leases.

D. The well rates shall be adjnisted on the first day of April of each year following ‘the effective date of the agree-
ment to which this Accouniing Procedure is aliached. The adjustinent shail be coinputed by multiplying the
rate currenily in use by the perceniage inciease or decrease in the uveirage weekly earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to ithe preceding calendar year as shown by

“The Index of Average Weekly Earninsxs of Crude Petroleum and Gas Production Workers” as published by the
United States Department of Lz D sveves of Labor Btatictice, Tha adinciod ratac chall he the rates currently

in use, plus or mmus the computed adjL.ment,
For the construction of compressor plants, waie. stations, secondary recovery systems, salt water disposal facili-
ties, and other such projects, as distinguished from the more usual drilling and producing operations, Operator
in addition to the Administrative Overhead or Combined Fixed Rates provided for in Paragraph 2 and 4 of this
Section III, shall charge the Joint Account with an additional overhead charge as follows:
A. Total cost less than $25,000, no charge.
B. Total cost more than $25,000 but less than $100,000, .3 ¢ of total cost,
C. Total cost of $100,000 or mor ed___ S of the first $100,000 plus _2___<¢ of all over $100,000 of total cost.
Total cost shall mean the total gross cost of any one project. For the purpose of this Paragraph the component parts
of a single project shall not be treated scparately and the cost of drilling wells shall be excluded.
The specific rates provided for in this Section III may be amended from time to time by muvutual agreement between
the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

IV, BASIS OF CHARGES TO JOINT ACCOUNT

0

Subject to the further provisions of this Scection 1V, Operator will procure all Material and services for the Joint Prop-
erty. At the Operator’s option, Non-Operator may supply Material or services for the Joint Property.
1.

Purchases

Material purchascd and service procured :hall be charged at the price paid by Operator after deduction of all dis-
counts actually received.

Material furnished from Operator’s Warchouse or Other Properties

A. New Material (Condition “A”)
(1) Tubular goods, two inch (2") and over, shall be priced on Eastern Mill base (i. e, Youngstown, Ohio; Loraii,

Ohio; and Indiana Harbor, Indiana) on a minimum carload basis effective at date of movement and {. 0. b,
railway receiving point nearest the Joint Property, regardless of quantity. In equalized hauling charges,
Operator is permitted to include ten cents (10c) per hundred-weight on all tubular goods furnished from
his stocks in licu of loading and unloading costs sustained.

(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at date
of movement and f. 0. b. the supply store or railway receiving point ncarest the Joint Property where
Material of the same kind is available.

(3) The Joint Account shall not be eredited with cash discounts applicable to prices provided for in this Para-
graph 2 of Section IV.

B. Used Material (Condition “B” and “C")
{1) Material in sound and serviceable condition uand suitable for reuse without xccondi(ionim,, shall be classified

as Condition “B" and priced at seventy-five per cent (75¢7) of the current price of new Material.
(2) Material which cannot be classified as Condition “B' but which,
{a) After reconditioning will be further servicesble for original function as good secondhand Material
(Condttion “B”), or
(b) Is serviceable for original funclion but substantially not suitable for reconditioning, shall be classifi-
cd as Condition “C" and priced at fifty per ceat (5047 ) of current new price.
(3) Obsulete Malterial or Material which cannot be classified as Condition “B” or Condition “C" shall be priced
at a value commensurate with its use. Material no longer suitable for its original purpose but usable for

.




3.

some other purpose, shall be priced on a basis comparable with that of items normally used for such other
purpose.
(4) Material involving crection costs shall be charged at applicable percentage of the current knocked-down
price of ncw Materjal,
Premium Prices
Whenever Material is not readily obtainable at prices specificd in Paragraphs 1 and 2 of this Section IV because of
national emergencic,, strikes or other unusual causes over which the Operator has no control, the Op>.ator may
charge the Joint Account for the required Material at the Operator’s actual cost incurred in procuring such Material,
in making it suitable for use, and in moving it to the Joint Property, provided, that notice in writing is
furnished to Non-Operators of the proposed charge prior to billing Non-Operators for such Material. Each Non-
Operator shall have the right, by so electing and notifying Operator within 10 days atier receiving notice from
Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to Operator.
Warranty of Material Furnished by Operator
Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the
Joint Account until adjustment has been received by Operator from the manufacturers or their agents.
Equipment and Facilities Furnished by Operator
A. Operator shall charge the Joint Account for use of equipment and facilities at rates commensurate with cost of
ownership and operation. Such rates shall include cost of maintenance, vepairs, other operating expense, in-
surance, taxes, depreciation and interest on investment not to exceed six per cent (8%,) per annum, provided
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is
located. Rates for automotive equipment shall generally be in line with the schedulz of rates adopted by the
Petroler,n Motor Transport Association, or some other recognized organization, as recommeded uniform charges
against Joint Property operations. Rates for laboratory services shall not exceed those currently prevailing if
performed by outside service laboratories. Rates for trucks, tractors and well service uniis may include wages
and expenses of operator. )
B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge.
C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

V. DISPOSAL OF MATERIAL

The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
tion “A” or “B” Material. The disposition of surplus Controllable Material, not purchased by Operator, shall be subject
to agreement between Ogerator and Non-Operators, provided Operator shall dispose of normal accumulations of junk
and scrap Material either by transfer or sale from the Joint Property.

1.

The

Material Purchased by the Operator or Non-Operators
Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account

for the month in which the Material is removed by the purchaser,
Division in Kind
Division of Material in kind, if made between Operator and Non-Operators, shall be in proportion to the respective
interests in such Material. The Parties will thereupon be charged individually with the value of the Material re-
ceived or receivable. Proper credits shail be made by the Operator in the monthly statement of operations.
Sales to Qutsiders
Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net
amount enllented by QOperator from vendee. Any claim by vendee related to such sale shall be charged back to the
Joint Account if and when paid by Operator.

VI. BASIS GF PRICING MATERIAL TRANSFERRED FROM JjOiNT ACCOUNT

Operator and Non-Operators shall be priced on the following basis:

New Price Defined
New price as used in this Section VI shall be the price specified for New Material in Seclion IV.

New Material
New Material (Condition “A”), being new Material procured for the Joint Property but never used, at one hundred
per cent (1009 ) of current new price (plus sales tax if any).

Good Used Material
Good used Material (Condition “B”), being used Materisl in sound and serviceable condition, suitable for reuse

without reconditioning:

A. At seventy-five per cent (75% ) of current new price if Material was charged to Joint Account as new, or

B. At sixty-five per cent (65%) of current new price if Material was originally charged to the Joint Account as
secondhand at seventy-five percent (75% ) of new price.

Other Used Material

Used Material (Cordition “C”), at fifty per cent (50%) of current new price, being used Material which:

A. Is not in sound and serviceable condition but suitable for reuse aiter reconditioning, or

B. Is serviceable for original function but not suitable for reconditioning.

Bad-Order Material :

Material (Condition “D"), no longer suitable for its original purpose without excessive repair cost but usable for

some other purpose at a price comparable with that of items normally used for such other purpose.

Junk Material
Junk Material (Condition “E”), being obsolete and scrap Material, at prevailing prices.

Temporarily Used Material
When the use of Material is temporary and its service to the Joint Property does not justify the reduction in price as
provided for in Paragraph 3 B of this Section VI, such Material shall be priced on a hasis that will leave a net charge
to the Joint Account consistent with the value of the service rendered.

VII. INVENTORIES
Operator shall maintain detailed records of Material generally considered controllable by the Industry.
Periodic Inventories, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include
all such Material as is ordinarily considered controllable. Written notice of intention to take 'nventory shall be
given by Operator at least thirty (30) days before any inventory is to begin so that Non-Operators may be repre-
sented when any inventory is taken. Failure of Non-Operators to be represented at an inventory shall bind Non-
Operators to accept the inventory talien by Operator, who shall in that event furnish Non-Operators with a copy
thereof.
Reconciliation and Adjustment of Inventories
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator
with the Joint Account for overages and shortages, but Operator shatl be held accountable to Non-Operator only
for shortages due to lack of reasonable diligence.
Special Inventories
Special inventories muy be taken whenever there is any sale or change of inferest in the Joint Property. It shall be
the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchascr shall be governed by such inventory,

—




TEXAS PACIFIC OIL COMPANY

EXHIBIT "DH

CEATIFICATE OF INSURANCE
TO {EXAS PACIFIC OIL COMPANY July 18, 1967

v 80X 747
: Tovag 75221

This is to certify that the following described policy or policies (as indicated by specific entry herein) have been

issued to:
l NAME OF INSUREG T T T - -
. VUSI  3UNMAITY
AGDRESS T T — T T T T e —

120-C CENTRAL BUILDING, MIDLAND, TEXAS

DESCRIPTION OF INSURED OPERATIONS

Code 1320 Oil or Gas ieesse Oparwtors ) L

OPERATIONS INSURED IN STATES OF T

c co POLICY DATA BODILY INJURY PROPERTY DAMAGE
FORM OF COVERAGE | e S SEBEG .-

NUMBER J EFFECTIVE EXPIRATION | EACH PERSON [EACH ACCIDENT | EACH ACCINDENT | AGGREGATE
WORKMEN'S T s 4
COMPENSATION WG BA7LIN | A=30=07 | iv30 Srotutory
EMPLOYER'S
LABLTY WC 517100 ) 1-30-67
CONTRACTOR'S aAG 91
PUBLIC LIABILITY 286041 66
Hived & Non-Owned | = 21
LIABILITY GAG 236081 | 9-1-66
CONTRACTORS CONTIN- |~ |
GENT LIABILITY (IF SUB-
CONTRACTORS ARE USED) |

In event of cancellation or material change of the above-listed policies, written notice will be given to Texas Pacific
Oil Company, P. 0. Box 747, Dallas, Texas 75221, at least ten (10) days prior to effective datc thereof.

One Well Plugging Band to he
issued prior to commenceamnent

of well,
\NITED STATES PIRE INSURANCE COMPANY

(NAME OF INSURANCE COMPANY)

. ’1’ A..’ A- 7/18/67

o iy — .
(AUTHORIZED REPRESENTATIVE - DATE:




Hovember 13, 1967

VIA AIRMAIL

ﬁ Mr. Jobn Yuronka

I Mr. Robert E. Chandler
120-C Central Bullding
Midlend, Texas T9TOL

Re: Operating Agreemeni - Delcher No. L
SW/4 sw/l Section 7, 22 South, 38 Eest,
Lea County, New Mexico

Gentleaen:

Your letter of November Oth, regarding tbe sbove Operating Agreement
1s ackmowledged.

O

If you will recall, the writer made a trip to Midland to discuss with
you personally Texacs Paclfic's reguest for various changes in the Opersting
Agreement o make it more in conformity with existing agreements o the
gonere) ores. Following my trip o l(id.lsnd, you &dviced by letter that the
Operating Agreement vas in accordance with mew mualcs Jinsorveition Owder
No. R-3263, and that there was no need for any further revision on your

part and requested we reconsider.

g

We wish to advise that this Company under r clrcumstances would execute
this Agreement in its present fom, since we have elected to proceed under
the 135% pentity, as provided in New Mexico Conservation Order No. R-3263.
The Agreement as presently drava specifically sets out that we willi pay
100% of our proportionage part of any costs attributable to the initial test
1 well. Notbing in the Agreement says *that such well will be drilled under

‘ the 135% pesalty provision. There are a few other minor changes we think
are reasopable and feir, nevertheless, the cne mentioned above is most

eritical.

1

T

Therefore, we are returning to you herewith these unexecuted copies, &s re-
quested iln your letter of November 8th.

Yours very truly,

ooy
MBJr:rc

enclosures

CC: HNew Maxico 01l Conservation Comaission 4. (77 tw

HMr. R. M. Brackbill
Nr. Frank Bolen - Midland




BEf'ORE THE

OIL CONSERVATION COMMISSICN OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF e 384

JOHN YURONKA and ROBERT E. CHANDLER w -
FOR AN ORDER FORCE-POOLING IAND IN

SECTION 7, TOWNSHIP 22 SOUTH, RANGE

38 EAST, LEA COUNTY, NEW MEXICO

APPLICATION

[ A~ - N... S LI

Comes now JOHN YURONKA and ROBERT E. CHANDLER and
apply to tlre 0Oil Conservation Commission for an order force-
pcoling all interests in and under the S%SWk% and the NE%SWY
of Section 7, Township 22 South, Range 38 EBast, N.M.P.M., Lea
lCounty, New Mexico, £rom the surface to the base of the
"Drinkard Formation or to 7400 feet, whichever is the lesser
depth, but excluding the Granite Wash, or in the alternative,
£or an order force-pooling all interests in the SW4%SW4% of
said Section 7, for ihe production of ¢il, as hereinafter
shown, and in support thereof would show the Commission:

1. Applicants are thc owners of a right to drill and
produce oil or gas, or both, from the SkiSwk and the NEXSWk
of said Section 7, Township 22 South, Range 38 East.

2. That there are separately owned interests in the
oil and gas minerals embraced within such tract, and the owner
or owners thereof have not agreed to pool their interests for
the drilling of a well to any commm source of supply undexr-
lying said tract; to the best of applicants' information and
belief, Texas Pacific Oil Company is a working interest owner
in said lands.

3. That said tract iz underlaid by multiple producing

horizons, to the best of applicants' information and belief,

DOCKET MAILED
—

5 7
b,

-




such horizons including the Paddock, Blinebry, Tubbh and
Drinkard formations.

4. That applicants propose to drill a well, to be
located in the SW4SWk of said Section 7, to adequately test
any and all formations between the surface and the base of
the Drinkard formation or to a depth of 7400 feet, which-

‘ ever is a lesser devnth, excluding, however, the Granite Wash.

5. That an owner drilling in this area may reasonably
expect to encounter yas production from the Blinebry and
Tubb formatigns&)and would therefore need to force pool the
skswk and é\TE%NW%\ of Section 7 to dedicate said acreage to
such gas well.

6. That there is a reasonable possibility that oil
production will be encountercd in the Paddock, the Drinkard
and possibly in the Blinebry formations, and therefore forced
pooling of the interests in the SW4SW% of said Section 7
would be regquired in order to dedicate such acreage to an oil
well located in that quarter-quarter section.

7. That there is a possibility ©of completing a well
for production from more than one horizon, and the Commission
should therefore consider force-pooling all of the horizons
underlying the above-described tract, as requested, in order
to avoid multiple hearings on this location.

8. There is attached hereto, and made a part of this
application, a plat showing the acreage involved, together

with offsetting ownership to the best of applicant's knowledge

and belief.
9. Applicants pray that suitable provision be made §

1

for charges for supervision, and that any orvder entered include

-2




a charge for the risk involved in the drilling of a well on
said unit, to be recovered from any non-conseniing working
interest owner's prorata share of the cost of drilling and
completing said well, to be recovercd out of production,

as provided by law.

10. The approval of this application is in the
interests of conservation, and will result in the protection
of the correlative rights of applicants, and other owners,
including working interesi ownceres and royalty owners,
affected by this application.

WHEREFORE, applicar’:s pray that this application be
set for hearing before the Commission, or the Commission's
duly appointed examiner, and that after notice and hearing
as provided by law, the Commission enter its order force-

pooling the above-described tract as prayed for.

Respectfully submitted,

JOHN YURONKA and ROBERT E. CHANDLER

BYSégfaﬁ!!T- ha.l{dllalL;
Ke in & Fox

Post Office Box 1769
Santa Fe, New Mexico

Attorneys for Applicants
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The following cases will be heard before Daniel & Nutter, Examiner,

Docket No. 10-67
COCKET: EXAMINER HEARING- WEDNESDAY- APRIL S5, ijo7

9 A I{. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
peirals Ln’D OFFICE BUILDING - SANTA FE, NEW MEXICO

Utz, Alternate Examiner:

CASE _3545:

CASE 3546

CASE 3547.

CASE_3548:

CASE _3549:

CASE 3400 _

Application of John Yuronka and Robert E. Chandlezr for compulsory
pooling, Lea County, New Mexico. Applicants, in the above-styled
cause, seek an order force-~pooling all mineral interests under-
lying the S/2 SW/4 and NE/4 SW/4 of Section 7, Township 22 South,
Range 38 East, Lea County, New Mexico, from the surface to the
base of the Drinkard formation or to 7400 feet, whichever is the
lesser , but excluding the Granite Wash; in the alternative
applicants see k the force-~pooling in the above~described vertical

interval underlying the SW/4 SW/4 only of said Section

Application of Stoltz & Company for an unorthodox location, Eddy
County. New Mexicc. Applicant, in the above-styled cause, seeks

approval of the unorthodox location in an undesignated Pennsylvanian

gas pool of its Hudson-Federal Well No. 1 at a point 838 feet from
the North line and 1650 feet from the West line of Section 4, Town-
ship 21 South, Range 29 East, Eddy County, New Mexico.

Application of Skelly 0il Company for a waterflood expansion,

Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks an order amending Order No. R-2900 to expand the wdter-
flood interval authorized by said order to include the entire
Grayburg-Jackson producing interval, to permit the conversion to
water injection of 18 additional wells in Sections 14, 15, 22, 23,
28, and 27, Township 17 South, Range 31 East, and further to pro-
vide for administrative c¥pansion of said project.

Application of Sinclair 0il & Gas Company for an unor incdacx
locartion, Eddy County, New Mexico. Applicant. in the above-
styled-cause, seeks approval of the unorthodox location in an un-
designated Pennsylvanian gas pool of its Trigg-Federal Well No. 1
at a point 1980 feet from the North line and 660 feet from the
West line of Section 27, Township 18 Scuth, Range 27 East, Eddy
County, New Mexico.

Application of Tesoro Petroleum Corporation for an unorthodox
location, McKinley County, New Mexico. Applicant, in the above-
styled cause, seeks approval of an unorthodox location for a well
to be drilled 1330 feet from the Scuth line and 2310 feet from
the West line of Section 1, Township 17 North, Range 9 West,
South Hospah Field. McKinley County, New Mexico.

(Reopened)

In the matter of Case No. 3400 being reopened pursuant to the
provisions of Order No. R-3064, which order established 160-acre
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Examiner Hearing - April 5, 1967

(Case 3406 continued)

CASE 3550

spacing units and a gas-oil ratio of 4000 to 1 for the Big
Eddy~Strawn Pool, Eddy County, New Mexico, for a period of
one year. All interested parties may appear and show cause
why said pool should not be developed on 40-acre or 80-acre
spacing units and why the limiting gas-cil ratio should not
revert to the Statewide limit of 2000 to one.

Ppriication of Kennedy 0il Company for a waterflood project,
Eddy County, New Mexico. Applicant, in the above-styled

sm sl L —~ D J T BN =l . e T I = o IR S8 S S
cause, Seeks authority To institute a waterfliood project oy Tne

ey

injection of water into the Grayburg-San Andres formations -
through three wells located in Sections 27 and 28, Township
16 South, Range 31 East, Square Lake Pool, Eddy County, New

Mexico.
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JOHN YURONKA

CONBULTING PEYROLEUM ENGINEER

120-C CENTRAL BUILDING
MIDLAND. TEXAS 79701

I(JA B P

Texas Paclfic 01l Company /7 e

P. O. Box 747
Dallas, Texas

Dear Mr, Slaple:

75221 i/fbd>w

/

OFFICE MU 4-821213
RESIDENCE MU 3.4879
AREA CODK 913

/i ’
' / $2 A arres oo

61 Dec 28 Pul 20

Please consider this letter as a formal reguest from fobert i,
Chandler and the undersigned for a farm-out of thas oil, gas and
casinghead gas rights under the following described leassehold,

to-wit:

o7 685

Aidlds Paddock, Blinebry, Tubb and lirinkard

ACREAGHE:

/2 SW/4 of Section 7, T-22-3,

R~38-i, Lea County, Hew klexico,
totalling approximately 80 acras.

TEXAS PACIVIC OIL CORMPANY TO LBTAIN:

for a sinzle compleiion and a
1/16 of 8/8 overriding royalty
for a dual completion, reducad
proportionally according to their

504 leasehold interest,
A

2. All rights below 7400' or 100!

below total depth drilled, which-
ever 13 the lesser depth,

1 AGHEE AS FOLLOWS:

1.

2

To drill or causa to be drilled, a
wall to thoroughly test the forma-
tions mentioned ahove to an approxi-
mate depth of 7300!,

Loagtion of Initial Wells Si/4 SW/4
of Section 7,

[




Page 2

I"‘K‘. E\iq N. .31.'1},‘16, JPQ

3.

be

5e

Comnanconont Dale: Within 40 duys
aftor Linal oxecullon of itio farmout
agreenondy but in no ovont latlor Lthan
February 20, 19638, as por [larmout
agreement with othor partleu,

dsalgnmont of Acreajres Within 30
days after commerical production
has beon ostabllished,

Gontinuous bevelopnent: Yes, YO
days between wuells,

Woll bensity: Per lold lwloes.

Depth to Bo Assigned: 100" bolow
total depth drilled or to 7400!,
whichever ia the lesseoer dapth,

Ponalty for Non-Performances ie-
assignment of ull undrilled acre-
age.

should Texas Pacific 0il Company be unable to farm-but on the above
basis, it is requested that they join as a non-operator witia thelr
one-half (1/2) levasehold interest.

If no response 3s received by January 15, 1968, it will be assumed
that Texas Pacific Oil Company does not wish to farm-out or join

in operations,

Very truly yours,

B s

John Yuronka

GGt HNaw Moxico 0il Conservetion Commission
Bauerdorf istate

., Po Prentiss
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BEFORE EXAMINER NU‘l:';ER
OlL. CONSERVATION COMMISSION

fiy; [ EXHIBIT NO. i1
CASE 110 X< August 21, 1965

Mve P.’iccain

Gidden Lane Building
610 Marahall
spreveport, Loulslana

Ret J. T. Dalcher Leaso,
Lea Cmqu‘, low -
Mexico

Doaxr Mre NcCalns

In line with owr tolephone conversation yeoterday) I hereby submit
the following farm-out proposal for consideration by the Bauerd
Estate and W Po Prantiss for thelr 50% Working Interest in the

% subject lease’

AliA: Paddock, Blinebrys, Tubb and Drinkard Pools.

ACREAGES /2 5/4 and W /4 Siif4 of Section 7,
r-p0-5, R=38-8, Lea County, New Mexloo,

oy 4

totalling 120 eores.

BAUERDORF AiD PRENTISS 7O [ETAINS A 1/16th of
8/3ths overriding royalty throughtout the
producing life of the louse, reduced pro+
portionately pocording to the working
interest.

LOCATION OF INITIAL VWELL3 s/, SW/4 of Saection Te

DLPTH OF INITIAL WELLL approximately 7100! o
gdoquate to toot the Dyinkard formation
with rights requorted to 100' below total

dapth.

COIABNCEMENT OF INITIAL VELL$ Withln 90 days
after recelving farm=out letter or reason®
pble amount of time to work=out arrange= -
monts with Toxas Pacific Oil Company,

whichever 1s lesse

CONTINUOUS DEVELOPMENT: Yese 90 days between
wells or as per aryrengoments with Texas

Pooific 0Ll Company .
WELL DENSITYs Per f£ield yules.




Page 2
Kr. wiaCain

-~

PLNALTY FOR NON~PERFORMANCEs Reasaignment of all
undrilled acreagae.

Mr. Chandler aud myself would llke to offer a larger overeride but

as you can seo, the offer made leavea only a 75% let Revenue Interest
and this is a minlmum on which we oan afford to develop the lease,
Every effort will be made to drill the initial well as soon as pos=
sible and to have as short a period of time as poaaiblo betwesn the
drilling of the weolls,

Very truly yours,

John Yuronia

I




e : L e JOHN YURGNKA .
B'FORE Ex' Pl UDTER GONGULTING FETROLEUM TNGINEER OFFICC MU 4.6223 ‘

' REGIDENCE OX 4+7149
~ o~ -~ 20.
i N1 o N , , 1N 120:C CENYRAL DUILDING AREA CODE o18

s N </ MIDLAND, TEXAS
CASE No.___ 35¢S Qw 13,1966

Mr. M. F. McCaln
730 Lane Bullding
Shreveport, Louisiana 71101

Re: S/2 SW/4 and NE/U SW/4 of Section
- 7, Township 22 South, Range 3§ East
Léa County, New Mexico

Dear Mr. McCain:

We retfer to the captionea acreage and our previous correspondence
concerning the Paddock, Blinebry, Tubb and .Drinkard Pools,.

The following outlines our agreement with respect thereto:

The Bauerdorf Estate and W. P. Prentiss have agreed to farm out
their aggregate working interests of one-half (subject to existing
overriding royalties which are represented but not warranted to
equal 1/2 x 1/16th x 8/8ths and reserving to themselves, in their
respective proportions of ownerchip, a 3/64¢h x 8/8ths overriding
royalty) upon the following terms and conditions: '

1, We shall drill or cause to be drilled a well located A ,Lﬁﬁ'l
in the SW/4 of SW/Y4 of Section 7, T-22S, R-38E, Lea 7¢4 T ]
County which shall be commenced by October 1, 1966 = \V\d '
and shall be continued with due diligence to a depth .
sufficient to test the Drinkard Formation or 100 o
feet below total depth of 7100 feet, whichever is

. the lesser depth. :

2, We shall make such tests of the Paddock, Blinebry,
" Tubb and Drinkard Formations as would be made by a
normally prudent operator, based upon indications
of samples, cores and electric logs taken in the
well, ) '

3. .'We shall send daily drilling reports to the Bauerdorf

' Estate, ¥2363 Wilshire Blvd., Los Angeles, California,
90830, and W. P. Prentiss, 730 Lane Building,
Shreveport, Loulsiana, 71101, concerning .the progress .
of this well,

4, We shall protect and defend the Bauerdorf Estate and
W. P. Frentiss against, indemnify and save them harm-
less, from all liability, claims, demands and causes
of action arising out of the execution and performance
of work under this agreement. This indemnity agree-
ment shall be insured by the actual operator of the
well, '




*a

Page ~2- Mr. M. F. McCain

5.

All work under this agreement shall be performed
in accordance with applicable laws; rules and
regulations.

.The Bauerdorf Estate and W. P. Prentiss are to be

allowed access t0 each derrick floor at’ all times
and will be supplied with one copy of all logs and
reports concerning this well and all subsequent
wells drilled under this agreement.

If and when we shall have drilled the well afore-
said in accordance wiin the foregoing and shall
complete the same as a producer of oill in accordaince
with all applicable regulations and shall have fur-
nished the Bauerdorf Estate and W. P. Prentiss
satisfactory evidence thereof, they shall assign to
us, without warranty, their working interest in the
SW/4 of the SW/4 of Section T, T-22S, R~38E, Lea
County, New Mexico, subject to the terms and con-~
ditlons hereafter mentioned.

The assignment shall be made subject to all over-

~riding royalties now affecting, the sald working

interest and the Baucrdorf Estate and W. P, Prentiss,
in addition, shall reserve unto theiisclves 3/6lths x

-8/8ths overriding royalty in oil, gas and other minerals

which may be produced from said lands, which overriding
~ v

P T e B ) AVIYE YT,

rOyalivy shall not be ddminished in any event.,

The working interest assigned shall be limited to
7200 feet or to the base of the Drinkard Formation,
whichever is the lesser depth.

If the well aforesaid 1s completed as a well ¢lassi-
fied and subject to regulations as a gas well, said
assignment shall cover and affect gas and gas rights
only and shall be confined to the stratum or strata
in which the well is completed but shall extend %o
all shree L0-acre tracts described in the caption
hereof. In such event, we shall have permission to

“communitize any undrilled acreage in the SW/4 of

Section 7, T-22S5, R-38E, Lea County, New Mexico, for
a 160—acre gas proration unit on usual terms of
participation as to, but only as to, the particular
formation or formations proved productive of gas in -
said well. .
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Rights not earned in the SW/U of SW/U of said
Section 7 by such gas well completion, may be
earned by oil producers subsequently drilled
“and completed in the manner above provided for
the first well.

8. In like manncs and under like circumstances and
conditions the other two U0-acre tracts des-
cribed in the caption hereof will be drilled,
with a well to be commenced upon a second Lracy
within 90 adays after completion of the well on
the SW/4 of the SW/4 of said Section 7 as a
producer and a well to be commenced on the third
tract within 90 days from completion of the well
on the second tract as a producer. We may
designate which shall be the second and third
tracts. All other terms and conditions applicable
to the well to be drilled on the SW/4 of the SW/Y
off Scetion 7 shall apply to the wells to be drilled

" on the other tracts. Assignments of rights as to
each tract shall ve earned and made upon the same
bases as specified in paragraph 7 for the SW/4§ of
the SW/i of Section 7.

9. We request permission t0 assign certain working
interests, rights and cbligations to third partles
who shall bear their proportionate share of the
obligations and 1liabilities arising from this
agreement. Executed coples of these assignments
will be made available to the Bauerdorf Estate and
to W. P. Prentiss.

If the foregoing sets forth your understanding of our agreement,
please have the Bauerdorf{ Estate representatives and W. P. Prentiss
sign attached copiles of vhis letter in the space provided and
.return one to this offlce.
Yours very truly,
W(v
Johh Yuronka

&@u@@wg@/

Robert E. Chandler

AGREED TO AND ACCEPTED THIS
2 2, DAY OF 2l _, 1966.
W laes > -

. P. Prentiss




AnPREN mA xx:(~cuuflmu THLS
= S DAY OF ;é;g . , 1966,
BAUERDORF ESTATE .
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AGREED 10 AND ACCEPTED THIS
A% DAY OF - <., 1966,
7

BAUERDORF ESTATE

\1 w \L\\\\K \1 &LL& SSREY kk

Mrs. Constance Cartwright

S s i s 8 e n———— L L
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JOHN YURONKA

BEFORE EXAMINER NL'TTER CONBULTING PETROLEUM ENGINELR OFFICE MU de2as o

20- ENT D
120.C CENTRAL BUILDING AREA CODE 918

OIL CONSERVATION COMMISSION IDLAND. TEXAS

A.::F( EXHIBIT.NO, 35 _
i s feb 24, 1967
. CASE 'NO. 3§ 25 ebruary 24, 19

Mr. if. F. ilcCain
730 Lane Building
Shreveport, Louisiana 71101

@ Re: 5/2 Sifh and WE/4 S/ of
Section 7, T-22-3, R-38-i,
Lea County, Hew lexico

Dear Mr. MoCain:

Confirming our discussion by telephone yesierday, Mr, Chandler . :
and myself are hereby submitting the folluwing amendments te the !

farmout amreemont previously granted on the captioned acreage:

(1). Ve shall drill or cause to be drilled, a well - 5

. hereafter called initial well - located in the :
sift, SW/L of Section 7, T-22-5, R=38-z, Lea j
County, New lexico, which shall be drilled with 1
due diligence to a depth sufficlent to test the ;
Drinkard Formation or to a depth of 7400'; i
whichever is the lesser depth.

(7). Third paragraph.

Tha working interest assigned shall be limited
40 a depth of 7400' or to the basc of the ,
Drinkerd Formation, whichover is the lesser

" depth, :

This azreement shall znmend our original previous agreement herein
gbove referred to so that we agree to commonce an initial well on '
or bafore 120 days after either (a) the date on which we accept
title or (b) the date cn which we receive a favorable order on
our forced-pooling hearing, whichever of (a) or (b) is the later
date, Ye agree that title will be acceptebls to us on the date <
that Requirement Uo. 1 in the title opinion of Stanley 5. Cntlett :
deted Decenber 8, 1956, and addressed to Cornell Oil Company is
setisfied in the opinion of owr attornoy.

It is understood and agresd that we shall, in conjunction with
the rights granted 1o us under ths terms of the farmout agroe-~

|
|
;'
|
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ment, proceed with a request for a hearing vefo.e the New Mexico
€11 Conservation Comrission for forced-pooling of the mineral
leaschold interssts owned by Texas Pacific 0Ll Company under the
above~captioned land, e will keep you informed of all develop-

ments in this rezard as ihey oeccur.

: In consideration of the amendments to our orizinal farmout zgree-
rnent as herein set forth, we agree to pay a forfeit of 500,00 to :
W. P. Prentiss and J4500,00 to the G. . Bauerdorf Zstate if op-
erctions to commence the initial well are not started within the
time herein above provided.

3 If the foregoing saets forth your undorstanding of our agreement,
please have the Bauerdorf bstate representatives and i. P. Prontiss
sign copies of this letter and return one to thls office.

fours very truly,

Oall. Ul

Jodn YuronkaN

L,sz:f o il

Robsri =, Chandler
SREED A'D 4CCLPTED FHIS - ' .
9 ray or Wlaxtﬁ__, 1967, , i

u

il. P, Prontiss

Aum.w D LCCEPTED TIIIS .
KL DAL OF s wed 2y 1967, :

widf _

AGRJLD &ND ACC‘PT L TULS ) :

£2’% vix oF _Z‘gu.f_{s.___. 1967, ‘ , ;

HSTATE OF G. . BAULDOR

LSTATE PR G. ¥. BAUEELONF

il

s, Thalma Bauerdoxrf

K¥

T \

{1 \ N
/ \'\ 5 ;\“\ Vo \\ \1‘1\\\,. \ S, \,

Hrs. Constance 5. Cartwright|'
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CAS'E NO.

[BEFORE EXAMINER NUTTER ]
OY, CONSERVATION COMMISSION
EXHIBIT NO,

5~ —
5D VS

Septomber 12, 1966

i, Freank A. Bolen

Texaa Pacific Oil Conmpany
P. O, Box 4067

Midland, Toxas

Dogr Mr. Bolens

Please consider this lettor as a formal request for a farmout
of the oil. ¢as and ocasinghwad ias righta under the following

desoribed lonsehold, to=wits
AlEA1 Ppddoock, Blinebry, Tubb and Drinkerd Pools

ACREAGHS S/2 8il/4 and NE/4 SW/4 of Section 7,
T=22=5, R~38-E, Lea County, New Mexico,

totalling 120 aores.
TSXAS PACIFIC OIL COMPANY TO RETAIN:

1, Asgsuming only a 1/8th royalty and
a 1/16th of B/8tha overriding royalty
with a rosulting 81.254 Nat Revenus
Interest, a 3/32nds of 8/8ths cvere
+iding royalty, reduced proportionally
according to the working interest.
This would result in a 71,8754 Not
Rovenue Intorest Lease for the 50%
Working Interest.

I AGLEL A0 PFOLLOWSs

ls To drill or cause to be drilled, a
woll to thoroughly teat the foz'ma-
tions mentioned above to an approxi=
mate depth of 7100',

2. Lecation of Initial Wells SW/4 SW/4
of Seotdon 7,

3. Commencoment Dates Within 60 days

after final excoution of tha farm=
out agreoment but in no event later
than December 1, 1966,




Mre Irank 4+ Bolon
Pago 2

4e Assignnent of Aoreagos Within 30
days after commorical production
has bean eatablished.

5+ Continuous Development: Yes, 90
days bhetwoon wella, .

6, Well Donsity:s Per Fleld Rules.

7. Dopth To Be Assigned: 100! below
total depth drilled or to 7200%,
whichover 4a the lesaser depth,

3. Penalty For Non=Performances Le=
assignuent of all undrilled acra=

0809 -

..... ~Ln e - A P camena o menen e Lo

~ . N T . 3 - -~ 2 ... ASa~.. _...S8 —
ALUAIN JUM AV VUL AMLLID Y WANMIMAADL G WAV U J Ve A Weg' @ v

tention to this matter,

Vory truly youra,

John Yuronka
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BEFORE EXAMINER NUTTER

Oll. CONS SINEY B. GLLNN
7 SERVATION commssion [1214 Potrolown Tifo Building

i EXHIBIT N~ —~> Midland, Texas 79701
CASE ‘No, S ;
‘*‘—%\ April 1, 1967

tr. John Yuronka and Robert L. Ghandler
120 Central. Building
hiidlend, Texas 79701

Dear John and Bob:

I am outlining below iiic events as they occurred regarding negotiations
with Texas Pacific 0il Company commencing on or about October 6, 1966,
for an operatinz agreement on tho Belcher Lease covering the S/2 Sil/4
and the 18/4 S/l of Section 7, Township 22 South, Range 38 East, Lea
County, New Mexico, ‘

I. 3icdnoy B. Glonn. rooresentine the Fundamental 031 Gomnanv. indinatad
tonative acceptance of the drilling prospect pending negotiations with
Texas Pacific on the above-mentinned operating agreement and reguested
that you arrange a meeting for myself and Mr, Charles Woolfolk with
lir. Frank A, Bolen, the Texas Pacific Landman in their Midland Office.
Mr, Bolen indicated TP's desire to operate the lease and quoted a price
of 500,00 for the supervision of drilling operations and 100,00 per
rronth per well bore for administrative overhead plus direct expenses
for operations. T countered with the same proposal except that the ad-
ministrative overhead would be 365.00 per month per well bore, Mr,
Bolen sald that TP would insist on operations and a compromise f{igure
of 382,50 per month per wsll bore was reached pending the approval of
my managoment. & day or two later, Mr. Bolen called to inform me that
the 382.50 por nionth adminiztrative overhead was per producing zone

in a well and each company could operate for a two yeur pevisd if ce
desired. I felt that we could not proceed on this basis and so declined.
the prospect.

During the conversation with lr, Bolen, he indicated Texas Pacific's
desire to po to 7300 feet Lo look, ot the possible productivity of the
Granite ¥ash formation, Further, if this were so, they would want to
run casing to that depth and attempt to negotiate some typs of agree-
ment with ¥W. P. Prentiss and the Bauerdorf Estate on these rights but -
not to attempt a completion at that time. TP agreed to pay all costs
for this additional drilling below the rights allotted in the farm-
out agreement and present Fundamental with a satisfactory well bore
for conpletion in any of the desired zones above, This was deemed
accepiable ginco no complotion would be attompted in the Granite

dash in the initial well.

If 1 can be of any further assistance, please contact ma.

Very truly yours,

T B B
48) . ‘('/)'(tiy’ / ﬂ A

Sidney E¢ Glenn
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SPEED MESSAGE

. !
1o_lr. R. Brackbill FROM _Bob_Chandler :
e J

i

i
‘ : Yexas Pacific 01l Company 120 Central Building L
! 2700 Fidelity Union Tower Midland, Tcxas :

Dallas, Texas !

SUBJECT____Delcher Prospoct

_.DATE___10/8 12/66 _ y9__

Deur ¥r. Brackbill: : i
|

llore develop:nents on t.he above: Ve haye lost Fundamental for the deal, As near 5,
Slnoy Dlopn, Burdamentalls raprasentative in Nidland, .

(41848 QLLL.LML“L .LLLLMA ‘AL PERVERVARVIPERC SRSy
Frank Bolents office with MNp, Glenn, TP stated and operat.
1. 1

PISOUIR VA4
© dn tho Metiw meeting in Mr.

to ofper at,c for £65 per well bore per nonth or &gezcagrecd to a flgure of 65 per mont.:

> o

tJ

mo ’~
a con .prom.se figuro of 1,82 50 per well bore. Mr. Glenn said Q.K, we hxdx have a deal
tho same day or next day Frsnk Belen called Mr. Glenn and said sorry, the 82,50 xinx E

fxmrp waS _per completion ZOne, Or for a dn'ﬂ doubla_tha_ {3 surae nrm_vjnu..'lmpunfad

'I‘hat. is when 1 callcd you. 1 “went back to Mr Glenn and said SOrry,

and ccepbed

e T Dy b 131 ass Nbc aa:d tﬂ “ii']' hc]] Jlltb Et |

t‘\cy oo haVe changed their minds thrce times already and this is just a forerunner
this deal 1s so out of hand ngw

v,

pen_ if we operate with them, T think i
that all weo can do is start lmmediately to try to find you folks another part.ner.

I think o avold mivundersiunidings = 1f wa Nnd i

u;.y.ung o aauoudge Tny uua.z., vul I think
Mwmmmwmhawmammzwmﬁ

wo will irmmédiately put their head man in touch with you and try to got a deal betweq
—— . your two _company's setile apec work.  Pasides, Y facl that you)

&ro very persuasive rcgards axplaining why the 82.50 js & good deal. I don't art.icip

too~much-broublewith-it-prévided we are talkin tle_hiave 8|

nurcer of company's who are qualified oporatore who we believe will be intorested ini
A .

_———bmnmur—parbrersrpuruou&ar—ly—sinc&@bw&h
: ir doairad every two year riod. . Maybe we can [et someone
§8r . 5" R50ERa L1 B WEtR Yol Ty UNo yoir po yoo we o L |
. ) ‘. P B RS -'-,---" . S RIS v !
(E2rTma]  “sunr-awart ronx eas00 3+PARTS ' . ‘ . 1 o o '; . /. ST - . . : ) ) $

WILEON JONEK COMPANY ¢ ED106) ¢ PRIKTID IN V.0.A

BEFORE EXAMINER NUTTER

OlL COf\/ISFRWﬂ ION € inMmISSION ;
«‘lz’!/ na EXHIGIT NO. ,

CASE No, 4,)\_) A
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MABEE PETROLEUM CORP.
1916 First Notl. Bidg.,

Tulso Oklchoma 74103 //,
!

August 23, 1976 o fem
In Re: Belcher #1 (NMOCO #R-3263-A) « 7
Belcher "A" (NMOC® #R-3388) =~ - °
f}‘] ; ( PN
ey ":/ A!r N

PR

New Mexico 0il Conservation Commission
P. 0. Box 3088
Santa Fe, New Mexico 87501

Gentlemen:

We are enclosing herewith copies of Joint Account
Statements reflecting the payout status on the above captioned
orders. Also enclosed find copy of letter to Tesoro Petroleum
Corporation advising of the payout of the Belcher #1,

These statemenits are for the period April, 1975 through
June, 1976,

We trust you will find this information satisfactory.
Yours very truly,

) RSr

C. Arnold Brawn,
President

Encls.
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Joint Account Statement

Belcher #1 (MMOCCO No. R-3263-A)

, .,,Ip/

Balance

Well Costs $ 148,781.34
Operating Costs $ 41,456.70
April, 1975 641.49
May, 1975 664.26

42,762.45

TOTAL $ 191,543.79

Plus 25% ____67,040.33

758,584.12

, TEXAS PACIFIC - 50% Working Interest $ 129,292.06
Value of 0il Runs

(After taxes & trucking) $ 257,407.77
March, 1975 7,259.21

April, 1975 4,934.97 $ 269,601.95

TEXAS PACIFIC - 40.625% $ 109,525.79

Net Deficit 19,766.27




Joint Account Statement

Balcher #1 (NMOCCO No. R-3253-A)
Dste  June, 1975

Balance

Well Costs $ 148,781.34

Operating Costs $ 42,762.45
June. 1975 614_55

43,377.00

Plus 35%  67,255.42
259,413.76

TOTAL $ 192,158.34

£y
[
[3S]
e}
\J
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<
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o
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TEXAS PACIFIC ~ 50% Working Interest

Value of 0il Runs
(After taxes & trucking) $ 269,601.95

May, 1975 4,413.07

$ 274.015.02

$ 111 .318.6Q

TEXAS PACIFIC - 40,625%

Net Defi~it 18,388.28




Joint Account Statement

Belcher #1 (IMOCCO No. R-3263-A)

Well Costs
Operating Costs $43,377.00
July, 1975 853. 34
August, 1975 674.53
TOTAL
Plus 35%

TEXAS PACIFIC - 50% Working Interest

Value of 0il Runs

(After taxes & trucking) $ 274,015.02
June, 1975 3,861.59
July, 1975 4,961.53

TEXAS PACIFIC - 40.625%

Net Deficit

Date July, § August, 1975

Ralance

$ 148,781.34

44,604 .87

$ 193.386.21

07,685.17
261,071.38

$ 282,838.12

$114,902.98

15,632.71




Joint Account Statement

Balcher #1 (NMOCCO No. R-3263-A)

Balance

Well Costs $ 148.781.34
Operating Costs $ 44,604.87
September, 1975 1,597.69

46,202 .56

TOTAL, $ 194.983.90

Plus 35% 68,244.37

263,228.27

ToVAS TACITIC - 50% Working interest $131,614.14

Value of 0il Runs

(After tees & truck_ng) 4 282,838.12
August, 1975 3,296.65

$ 286,134.77

$116,242.25

TEXAS PACIFIC - 40.625%

15,371.89

Net Deficit




Joint Account Qratemant

Releher #L (1¢40CCO No. R-3263-A) :
pate October § Novermber, 1975
Balance
W21l Costs $ 148,781.34
l Operating Costs . $ 46,202,556
October, 1975 , . 621.40
November, 1Y/5 ’ oan AR
g 47.814.64
TOTAL $ 196,595,98
Plus 35% 68,808.59
265,404.57
, TEXAS PACIFIC - 50% Working Interest $ 132.702.28
Value of 0il Runs
(After taxes & trucking) $ 286,134.77
September, 1975 3,318.18
3,984.53 $293,437.48

October, 1975
$ 119,208.98

TEXAS PACIFIC - 40,625%
Net Deficit : : 13,493.30




Joint Account Statemant

Balener #1 (IMOCCO No. R-3263-A)

Balance
. 1211 Costs $ 148,781.34
Opzrating Costs ‘ $ 47,814.64
nscember, 1975 ’ . 405.42
‘ 48.220.06
TOTAL $ 197,001,404
Plus 35% 68.950.,49
265,951.89
TEXAS PACIFIC ~ 50% Working Interest $ 132,975,95 )
Value of 0il Runs )
(After taxes & trucking) -~ $293,437.48
November, 1975 5,846.59
. , $299,284.07

$ 121,584.15

TEXAS PACIFIC - 40.625%

Se

11,391.80

Nat Daficit




Joint Account Statament

falonar £1 (N40CCO Mo. R-3253-A)
Date January § Februacy, 1976

Balance

$ 148,781.34

1211 Costs

Operating Costs $48,220.06
Jamary 1074 1 245 3N
Februa 1976 510.39
Y : e 50,075.75 |
TOTAL $ 198 857.09
Plus 35% 69,599 .98
268,457.07
e PACIFIC - 50% Working Interest $ 134,228.54
value of 0il Runs '
(After taxes & trucking) - $299,284.07
December, 1975 5,037.96
January, 1976 5,529.29 $ 309.851.32 ..

$125,877.10

TEXAS PACIFIC - 40.625%

8,351.44

MNet Deficit




Joint Account Shtatement

Ralcher #1 (MMOCCO No. R-3263-A)

Wall Costs

Orerating Costs : $50,075.75
March, 1976 392.04
April, 1976 _ __660.50

TOTAL

Plus 35%

TEXAS PACIFIC ~ 50% Working Interest

Valuza of 0il Runs

(After taxes & trucking) - $ 309,851.32
February, 1976 4,884.96
March, 1976 5,827.94

TEXAS PACIFIC - u40.625%

et Deficit

Date March § April, 1976

Balance

51,128.29

$ 199.909.63
69,968.37
269,378.00

$.134,939.00

$ 320,564.22

$130,229.21

4,769.79




Jaint Account Statement

falchar %1 (ME40CCO No. R-3263-A)
Date May, 1976

Balince
Jell Costs $ 148,781.34
Operating Costs $ 51,128.29
| May, 1976 54291
l 51,671.20
TOTAL $ 200,452.54
Plus 35% 70,158.39
§270,610.93
TEXAS PACIFIC - 50% Working Interest $ 135,305.47 N

Value of 0il Runs

(After taxes & trucking) $ 320,504.22
April, 1976 L 6,504.02 :
$ 327,068.24
[TXAS PACIFIC -~ 40.625% $132,871.47

Net Daficit 2,434.00




Jo' ot Account Sratemant

Balcher 1 (}MOCCO Moo R-3253-A)

[S-2 Sa T

(o]
-

1211 Costs
Qperating Costs . $ 51,671.20
Jone | 1976 ) 401.51

TOTAL
Plus 35%

TEVAS PACIFIC ~ 50% vorking Interest

Value of 0il Runs
(After taxes & +trucking) $ 327,068.24
May, 1976 3,512.22

TEKAS PACIFIC - 40.525%

Hat Deficit

Date  June, 1976

Ralance
S mandabu i

$148,781.34

52,072.71

$200,854.05%
<

$271,152.97

$ 135,576.49

$330.,580,04

$ 134.,298.39

1,278.10




MABEE PETROLEUM CORP.
1916 First Nati. Bldg.,
Tutsa Oklohoma 74103

August 18, 1976

in Ke: Belcher Lease
SW/4 SW/4 Sec. 7-225-38E
Lea County, New Mexico

Tesoro Petroleum Corporation
8520 Crownhill
San Antonio, Texas 78209

Gentlemen:

In accordance with the provicions of your division order
dated February 28, 1972 covering Lease #7000, we are hereby notify-
ing you that the 135% recovery factor has bteen satisfied with the

June runs and {he working interests and overriding royalty interests

should be reduced accerding to the provisions of Order #B-3263
entexred by the New Mexico 0il Conservation Commission in Case
No. 3545.

Please prepare transfer orders for the signatures of all
parties concerned.

Per our telephone conversation of this date, you have
agreed to suspend July and subsequent runs until these transfer
orders have been signed and returned to you.

We are enclosing the following instruments which should
assist you in the determination of new interests:

1 - Your Division Order dated February 28, 1972.
2 - Copy of Assignment dated January 29, 1968
3 - Copy of Letter Agreement between Yuronka § Chandler and
Mabee Royalties, Inc. dated October 2, 1967
4 - Title Opinion dated February 7, 1968
5 - Schedule of interests - before and after payout - according to

our calculations.
If there is any other information you need, please let us know.

Yours very truly,
PN b
/"' o ) ./ B Cpeant

) . R S e
CAB/mi ¢. Ameld Brown
President




