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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

j CASE NO. 6271
Ordar No. R~5769

APPLICATION OF DCYLE HARTMAN FOR
COMPULSORY POOLING, LEA COUNTY,
NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on July 6, 1978,
at Santa Fae, New Mexico, before Fxaminer Daniel S§. Nutter.

NOW, on this_17th _day of July, 1978, the Division |
PDirector, having considered the testimony, the record, and
the racormendations of the Examiner, and being fully advised :
in the premises, : :

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

FINDS: %
" b
i
;

(2) That the applicant, Doyle Hartman, seeks an order
pooling all mineral interests in the Jalmat Gas Pool under-
lying the 8/2 SW/4 of Section 20, Township 24 South, Range 37
East, NMPM, Lea County, New Mexico, as a non-standard Jalmat
gas proration unit, or in the alternative, all mineral
interests in the Langlie Mattix Pool underlying the SE/4 8wW/4
of said Section 20 as a standard Langlie Mattix oil proration

unit. .

35(3) That the applicant has the right to drill and proposes
to drill a well at a standard Langlie Mattix oil well location
thereon.

(4) That there are interest owners in the proposed proration
unit who have not agreed to pecol their interests.
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(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of
each interest in said unit the opportunity to recover ox
recelve without unnecessary expense his just and fair share
of the oil and gas in said pools, the subject application
should be approved by pooling all mineral interests, whatever
they may be, within said unit.

(6) That the applicant should be designated the operator
of the subject well and units.

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

{(8) That any non-consenting working interest owner that
doaes not pay his share of estimated well costs should have
withheld from production his sharxe of the reasonable well
costs plus an additional 200 percent thereof as a reasonable
charge for the risk involved in the drilling of the well.

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

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

(11) That $1500,00 per month while drilling and $200.00
per month while producing should be fixed as reasonable
charges for supervision (combined fixed rates); that the
operator should be authorized to withhold from production
the proportionate share of such supervision charges attributable
to each non-consenting working interest, and in addition
thereto, the operator should be authorized to withhold from
production the proportionate share of actual expenditures
required for operating the subject well, not in excess of
what are reasonable, attributable to each non-consenting

“working interest.
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(12) That all proceeds from production from the subject
wall which are not disbursed for any reason shiculd be placed
in escrxow to be paid to the true owner thereof upon demand
and proof of ownership.

(13) That upon the failure of the oparator of said
pooled units to commence drilling of the well to which said
units are dedicated on or before October 1, 1978, the oxder
pooling said units should bacome null and void and of no

affect whatsoaver.

1T IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
in the Jalmat Gas Pool underlying the $/2 sWi/4 of Section 20,
Township 24 South, Range 37 East, NMPM, Lea County, New
Mexico, are hereby pooled to form a non-standard 80-acre
Jalmat gas spacing and proration unit, and all mineral
interoests, whatever they may be, in the Langlie Mattix Pool,
underlying the SE/4 8W/4 of said Section 20 are herxreby
pooled to form a standard 40~acre Langlie Mattix oil spacing
and proration unit, with either or both of said units to be
dedicated to a well to be drilled at a standard oil well
location thsxaon.

PROVIDED HOWEVER, that the operator of said units shall
commence the drilllng of said well on or before the first
day of Oatober, 1978, and shall thereatter continue the
drilling of said well with due diligence to a depth sufficient

to test the Queen formatlion;

PROVIDED FURTHER, that in the event said operator does not
commence the drllling of said well on or before the first day
of October, 1978, Order (1) of this order shall bz null
and void and of no effect whatsoever; unless said operator
obtains a time extension from the bivision for good cause

shown.

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear befora the Division
Divector and show cause why Order (1) of this ordexr should
not be rescinded.

{(2) That Doyle Hartman is hereby designated the operator
of the subject well and vunits.
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(3) That after the effective date of this order and within
30 days rrior to commencing sald well, the operator shall
furnish the Division and each known wcrking interest owner
in :he subject units an itemized schadule of estimated well
costs,

{(4) That within 30 days from the date the schedule Of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
such owner who pays his share of. estimated well costs as
provided above zhall remain liable foxr operating costs but
shall not be liable for risk chaxges.

(5) That the operator shall furnish the Division and
each known working interest owner an itemized schedule of
actual well costs within 90 days following completion of the
well; that if no objection to the actual well costs is ;
recelved by the Division and the Division has not objected
within 45 days following receipt of said schedule, the
actual well costs shall be the reasonable well costs;
provided however, that if there is an objection to actual
well costs within said 45-day period the Division w/ll
determine reasonable well costs after public notice and
hearing.

(6) That within 60 days following determination of reason-
able well costs, any non-consenting working interest owner that
has paid his share of estimated costs in advance as provided
above shall pay to the operator his pro rata share of the
amount that reasonable well costs exceed estimated well
costs and shall receive from the operator his pro rata share
¢f the amount that estimated well costs exceed reagsonable well
costs.

(7) That the operator is hereby authorized to withhold
the following costs and charges from production:

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished tc him.
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(B) As a chaxge for the risk involved in the
drilling of the well, 200 percent of the
pro rata share of reasonable well costs
attributable to each non~consenting working
interest owner who has not paid his share
of estimated well costs within 30 days from
the date the schedule of estimated well costs
is furnished to him.

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

(9) That $1500.00 per month while drilling and $200.00
per month while producing are hereby fixed as reasonable
charges for supervision (combinaed fixed rates); that the
operator is hereby authorized to withhold from production the
proportionate share of such supervision charges attributable
to each non-consenting working interest, and in addition
thexreto, the operator is hereby authorized to withhold from
production the proportionate share of actual expenditures
required for operating such well, not in excess of what are .
reasonabla, attributable to each non-consenting working interest.

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

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

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall be placed
in aeacrow in Le& County, New Mexico, to be paid to the true
owner thereof upon demand and proof of ownership; that the
operator shall notify the Division of the name and address of
sald escrow agent within 90 days from the date of this orxder.

(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deemn
necessary.
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DONE at Santa Pe, New Mexico, on the day and yoear herein-
above designated.

STATE OF NEW MEXICO

JOZ D. RAMEY,
Director

ar/
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MR. NUTTER: Call Case Number 6271.

MS. TESCHENDORF: Case 6273, Applicationlof
Doyle Hartman for compulsory pooling, Lea County, New
Mexico.

MR. KELLAHIN: If the Examiner please, I don't

believe this seriously affects the advertising in this

Qell and, of course, the Jalmat zone is beneath the upper
poftion of the Seven Rivers,

And in addition, in the Langlie - Mattix it
doesn't Say what formation we're talking about, but there
we're talking about the Lower Seven Rivers and the Queen.

And I just wanted to point that ;ut, but- 1
don't believe‘it would fequire re-advertising because we .
are talking about a Jalmat éas well and a Langlie ~.Mattix
oii well.

MR. NUTTER: Well! it would be the Queen

formation if the -- if the order ig appiicable‘to the

MR. KELLAHIN: That is correct.
MR. NUTTER: But‘it would be the Jalmat gas
Pool ‘if it'sg applicable to the south half of the southwest .

I don't think that's too fatal, do you?

MR. KELLAHIN: I don't feel it is, no, sir,
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But I wanted to point it out.

MR. NUTTER: Uh-~huh. Okay, ¢o ahead.
MR. KELLAHEIN: May the record show the same
appearances as in the preceding case and that the two

witnesses have been qualified?

J. A. DAVIDSON

being called as a witness and having been previously sworn

upon his oath,\testified as follows, to~wit:

DIRECT EXAMINATION

BY MR. KELLAHIN:

o Would you state your. name, pleaée?
A James A. Davidscn.
0 Are you the same Mr. Davidson who testified

in the previous case?
A Yes, sir.

0 Mr. Davidson, are you familiar with the ap-

plication in 62712

A Yes, sir.

P,
M

0 ' Have you had anything‘to'do with attempting
to obtain voluntary agreement in connection with this pro-
posed unit?

., A Yes, sir.

Q What units are we talking about in this case?
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A Well, we're talking about the southeast quarter
of the southwest quarter of Section 20 if it's a Langlie -
Mattix well and the south half of the southwest quarter ~-
excuse me, if it's a Jalmat completion.

0. Now, referring to what has been marked as the
Applicant's Exhibit Number One, would you jdentify that
exhibit?

A, Yes, sir, that's a lahd map and outlined with
a yellow hatch line is the Jalmat Unit and the solid yellow
would be the Langlie - Mattix.

0 Now, Exhibit Number One indicates that Hartman
owns a portion of this tract, is that correct?

A, Yes, sir, Hartman‘oﬁns a part interest in the
southwest southwest where he operates ; well with Fleur (sic)
and he owns all the leaseé in the southeast southwest, ex-
cept these parties that are named in this application,

0. | So as to the south half we'renonly really
concerned with pooling the portion of the southeast of the
southwest, is that correct?

a. »¥es, sir.

;Q ‘Now, referfing to what has been marked as
Exhibit Number»Two, would you identifyythat exhibit?

A Exhibit Two is a series of letters that we

have written to the trustees of the T. J. Horsley Estate

in Oklahoma that date back to November, 1977, in which we

T T L A P It ISy ST




CERTIFIED SHORTHAND REPORTER
730 Bishop's Lodge Road s Phone (S05) 9683404

SALLY WALTON BOYD

Santa Fe, New Mexico 87501

10

1

12
13
14
15
16
17
18

19

21

24

Page ... b e

tried to get them to either lease at the rate at which we
paid the rest of the owners, which is $100 per acre, 3/16ths
royalty, and a two-year term lease, or to participate with
us in the drilling of the well. We told them that we'd
be»happy for them to go ahead and pay their way, and we've
never heard from either of these gentlemen and we have not
been able to get them on the phone. We've never had an
answer by phone or by letter.
| Their interest, as this application shows, is

a 1/32nd.

0 Where‘did you datermine that they had an in-
terest ih this?

A Hartman -- you mean their address?

Q Yes, sir. How did yéu learn that they own an
interest in this?

A Okay, we —-- the title is common in the south
half of £he sbuthwest, and we topk our title opinion on
the southwest southwest and tqok it to Lea County@and

checked it, cross checked it against the southeast of the

southwest.
0. And it is held under the will of T. J. Horsley?
A Yes, sir.
Q N But you received no answer to this ingquiry

or any of these letters?

A No, .sir.




TN

LB L .

SALLY WALTON BOYD

CERTIFIED $HOR'S'HAND REPORTER
730 Blshop's Lodge Road » Phone (505).968-34(4

Santa Fa, New Mexico 8750

10

11

12

13

14

15

16

17

18

19

21

22

23

24

Page i

0 Now, attached to the letters is an AFE -~ no,

that's separate. I'm sorry, they were stuck together hére.
Referring to Exhibit Number Three, would you
identify that exhibit?

A Exhibit Three is a series of letters that we
have written that are directed to What was originally an
interest owned by Edgar Birdsong, and it is now owned by
Mrs. -- 1/3 by Mrs. Ingerton, who we now have leased, We
have a lease from Mrs. Sally Ingerton. 1/3 is owned by
the Julia Granville Estate that's in trust with the First
National BAnk in Ft. Worth, and 1/3 is the John Birdsong
Estate that's represented by Allen B. Conner, and we have
not been able to reach agreement to lease under these same
terms with the Granville Estate or the John Birdsong Es-
tate.

Q. Now, your letters are addressed to Allen B.
Conner and you say he handles the Birdsong Estate.

A And he aléo represented the originally Edgar
Birdsong and he was in communication with the First National
Bank on the Julia Granville Estate. He told us ﬁo’&irect‘
letters and phone calls to him directly on all of it.

S I see, So he was actually representing both
the Granville Estate and the Birdsong Estate?

A Yes, sir, in effect.

Q So you did contact him., Did you --
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A Yes, we talked to him on the phone and we've
contacted him and we've written him and to date we haven't

reached an agreement of any kind, to pay or farm out or

lease.
0 So the only one you did get was the Ingerton?
A Yes, we have a lease from Mrs. Sally Holt
Ingerton.
0 Now I refer you to Exhibit Number Four.

Would you identify that exhibit?

A Four is the letter we recently wrote to these
unleased parties and enclosed an AFE and asked them -- ahd
told them that we'd send an operating agreement if they'ad
agree to pay their way with us.

] Now did you get any response from that?

A Wg got a phone call fiom Mr. Conner and he
stated he was still trying to'straighten out and get us an
answer on the John Birdsong Estate. That's all, we didn't
hear frqm him any more.

So basically we have not had any agreement
out of this.

Q And what interest do they own in this?

A Well, the T. J. Horsley Estate owns 1/32nd.
These are unleased mineral interests in the southeast of

‘the southwest.

Mrs. Ingerton has leased to us, so we won't
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Wworry about her.

The Julia granville Estate owns @ 1/48th and
the John Birdsond pstate owns & 1/48th.

MR.‘NUTTER: Now that's in the 40-acres only .,
right?

| A. Yes, sir. They own in the whole 80 but we

have a lease on the other side.

wr. NUTTER: Right-

A so just in this 40 is where they're unleased.

Q (Mr . Kellahin continuing.) So their interest
in the 80-acre tract would be cut in half.

A No, their interest in the 80 would be the samne
if we made & Jalmat Well, pecause the title is common, but
it's jeased in the southwest southwest, unleased in the
gsoutheast southwest.

0 So their interest wouid be the same under

eitﬁer - in either pool? .

A Yes, Sir.
0. Were gxhibits One through Four prepared by
you?
A yes, sir.
0. Except the AFE?
A Mr. Hartman prepared the AFE, yes, sir.

MR. KELLAHIN: At this gime 1'd 1ike to offer

Exhibits one through Four, jnclusive.
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MR. NUTTER: Applicant's Exhibits One through
Four will be admitted in evidernce.

MR. KELLAHIN: That's all I have from this

witness.

CROSS EXAMINAYION

BY MR. NUTTER:

Q‘ Now, these are all working interest owners,
aren't they, Mr., Davidson?

A These are unleased mineral owners who would
eithe. be working interest owners if they remained unleased

or they would become lessees if they lease, but they at

this moment are in the position of being working interest

owners.
it And royalty owners.
A Yes, sir, they have dual capacity.
0 Now, when you cleaxed up the title over here

in the southﬁest southeast were you able to obtainileases
from all these estates, and so forth?

A, Well, sir, we didn't do that work. Fleur 0il
and Gas leased that interest and they turned it éver to
Mr. Hartman to operate. They didn't want to operate and
they gave him an interest in it to operate, and at that time
Wiser 0il Company had a very small producer on this other

tract, and then subsequent to that time it came to our at-
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tention that Wiser's well was dead and has

so we then set out ourselves to lease this

west.
0.
people?
A.
themn.
0.
A
0.

this case?

again?

forth?

But Flenr had obtained leacec

now been plugged,

southeast south-

Yes, sir, Fleur obtained leases from all of

On that 40-acre tract?

Yes, sir.

Now, what -- do you have another witness in

MR. KELLAHIN: Yes, I do.

MR. NUTTER: Is Mr. Hartman going to testify

MR. KELLAHIN: Yes, sir,

MR. NUTTER: That will be on the risk and so

"MR. KELLAHIN: Yes.

MR. NUTTER: Are there any other guestions of

Mr. Davidson? He may be excused.

DOYLE HARTMAN

being called as a witness and having been previously sworn

upon ‘his oath, testified as follows, to-wit:
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DIRECT EXAMINATION
BY MR. KELLAHIN:
0 Would you state your name, please?
A, Yes, Doyle Hartman.
0. Are you the same Mr. Hartman who testified in

the previous hearing and were sworn?
A That is correct.
0. Mr. Hartman, are you familiar with the appli-
cation in 62717
VA ?es, I am,.

0} Ere you the operdtor or the proposed operator

of the pool?

a. Yes, sir.
0 - What do you propose to do?
A We propose to compulsory pool the unleased

mineral interests located in the southeast quarter of the
southwest quarter'of Section 20, Township 24 South, Range
‘37 East, Lea County; New Mexico.

Q Now, you propose to drill possibly one well
or two wells‘or -

A ‘Actually, at this time we're really broposing
to drill one well and that well is to bellocated in the

southeaét quarter of the southwest quarter. Our proposed

location is 330 feet from the south line, 1650 feet from
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the west line of Section 20.
‘g Mow, is that an orthodox location?

A. That would be an orthodox location for the
Langlie ~ Mattix 0il Pool and it would be an unorthodox
location for the Jalmat Gas Pool.

0. Now, what's the necessity for having an unor-
thodox location for the Jalmat?

A Well, as Mr. Davidson previously testified,
Wiser Oil Company had a well that produced from 1939 up
until 1978 located on this tract.

0 What was-it?

A It was a Langlie - Mattix_gas well producing
from the Langlie -~ Mattix 0il Pool.

0. Now you're moving away from that well, I take
it?

A, Yes, sir, that is the reason that we're re-
questing an unorthodox location as far as the Jalmat&is so

that we can move away as far as we can from that well that

-was recently plugged.

0 : Now there's a well in the other quarte% section:

in this unit, is there not?

A, Yes.
Q. “What is it producing from?
a It's a Langlie - Mattix well also.

Q. But that's a producing oil well?
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A It's actually now a gas well but we did make

a small amount of oil when we first started.

0. And what 40-acre tract is dedicated to it?
A, It's got 40-acres dedicated to it, also.
0 So if you compliete a Langlie - Mattix well on

your proposed location you'd dedicate the other 40 acres

to that, correct?

A . Yes, we'd dedicate to our new proposed well

the southeast of the southwest.

0 And if you make a Jalmat well of it, you'a
dedicate --

A“ We would dedicate the entire south half of the
southwest.

0. Now referrirg to what has been marked as Ex-

‘hibit Number Four to which'Mr. Davidson just testified,

there's attached to it an AFE. Did you”prepare that?

A Yes, I did.
) And is that bésed on your experience in this
area?
A, Yes, these are very similar costs that we

used in the last hearing.

Q. Do you consider them-to be reasonable?
A, I sure do.
0. . Now referring to Exhibit Number Five, will

you identify that exhibit?
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A. It's another model form operating agreement

covering the south half of the southwest quarter of Section

20, 24 South, Range 37 East.

0. Now does that exhibit show your normal charges

for supervision?

A, Yes, under Exhibit C of the operating agreement
we are proposing $200 per well per month producing well

oVerhead rate and $1500 per month drilling well overhead

rate.

0 And that's the same as you proposed in the

other case, is it not?

A That is correct.

Q. wa referring to what has been ;arked as Ex-
'hibit Number Six, would you identify that exhibit?

A Okay, Exhibig Number Six is a well schematic
for the Wiser 0il Company Calley "A" No. 1, which was

previously located in the southeast of the southwest of

Section 20.

0. And that was plugged in 1978?

A That is correct. It wés plug¢.2d in April.

Q - Now, what are you offering fhis to show?

A Well, we were just including this to show the

well that was previously located on this tract and to show
that what we'd like to do is be able to move away from

this cOmpietién, from this particular well, as far as we can,
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you know, while still staying on this same tract.

") Now referring to what has been marked as Ex-
hibit Number Seven, would you discuss that exhibit?

A Okay, again, Exhibit Number Seven is shown
here to show the producing history of the Calley "A" No. 1
and to show that it encountered somé type of wellbore prob-
lem that caused it to .go off production within a relatively
short period of time, you know, from 1976 through '77.

0 Do you attribute that to mechanical gdifficulties?

A It's either mechanical or some type of reser-
voir problem in the area, and the combination of these two
exhibits is the reason we want to be able to move our well
over -330 oﬁt'of the corner of that 40.

0 Now you don't know whether it was mechanical

or a reservoir problem, do you?

A No, that 'is correct.
0 Have you been able to find out from anyone?
A Well, I suspect it could be some water encroach-

ment from the 14-WI, Coﬂtinental's Lénglie Jack Unit, which
is located in the §outhwest of the southeast of 20.
: 0 Are they injecting water there?
B They are, that's correct. . That's a Langlie -
Mattix water injectidn well.
[} ‘ boes that increase your risk that you're

assuming in drilling this proposed well?
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; 1 A That is correct. I feel like it does.
2 0. Okay.
3 A Also, any time we're drilling in an old area,

i

; 4 low pressure gas area, such as this, that's going to increase
5 the risk and when you combine the low pressure with any

6 | possible water production, that's going to compound it even

more.

RSSO,
~

8 0 Now you heard Mr. Davidson testify that in the

9| event you make a Jalmat well you propose to dedicate the

. % >°‘E§ 10 south half of the tract to the Jalmat, is that correct? -
‘ >k =
J 8§§§ 11 A The south half of the southwest to the Jalmat.
i Zo 23 . :
o8 . . . i .
\:; gégz 12 0 And if you make a Langlie - Mattix well, you
< 2
E§ %.f 13| will dedicate the 40 acres tract, the southeast of the
apag
-l o
= g §‘§ 14 | southwest.
1%} é’ .
R 18 A That's correct.
16 0 Now what do you consider a reasonable risk
<4

17| factor for this well?

18 A Well, considering that we are dealing with
19 extremely low reservoir pressures and the possible water

20 | ‘problem, we're asking the maximum penalty granted by the

21 Commission.
22 0. And you're asking for unorthodox well location
23 for the J’a_lmat?

24 ' A That is correct.

26 Q And it is an orthodox location for the Langlie -
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1 Mattix?

2 A, That is correct.

3 0. And you ask to be designated as operator?

4 A Yes, sir.

5 0 Were Exhibits Four through Seven -- I mean the

6 AFE on Four, and Five, Six, and Seven prepared by you or

7 I under your supervision?

U 8 A, Yes.
riﬁ sl T 9 MR. KELLAHIN: At this time we offer Exhibits
, I c;:% 10 | Four through Seven, inclusive.
t Sg‘gg nE o
;!g:«g 1t MR. NUTTER: Applicant's Exhibits Four through
) *D Eggg 12} sSeven will be admitted in evidence.
22 ' : , : .
>.§§@ 13 MR. KELLAHIN: And that concludes the testimony.
-t <€ : .
5%55 1
]
S 15 ’ CROSS EXAMINATION '

16 BY MR, NUTTER:

17 Q ‘Mr. Hartman, to start off with, the application
18 in this case did not specify -that this would be an unor-
19 thodox location for the Jalmat. It was advertised for the

20 pooling of the lands to be dedicated to a well to be drilled

2 at a standard location thereon. So you do have a standard

22| 1locaticn for a Langlie - Mattix well.

23 ‘ ’A. Yes, sir. g
24 0 In the eve‘ﬁt when you drill the well to the

%5 Langlie - Mattix and you've also got production up-the hole
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in the Jalmat, you can apply for the approval of the non-
standard location for the Jalmat Pool administratively.

It won't take a hearing because it will be a well previously
drilled tQ another horizon.

A Okay.

0 Are there any Jalmat wells in the vicinity of )
this well, Mr. Hartman?

A Yes, sir, we've got Atlantic Richfield's
Harrison "C" 3, located in the northwest of the southwest.
Atlantic Richfield's Harrison "B" No. 2, located in the
northwest northwest of Section 29. Continental has a Jalmat
gas well located in the southeast of the -- or southwest
of the southeast of Section 20.

0. Is that No. 10 there that's the east offset

~to the Calley well is a Jalmat gas well?

A That's correct. It's a twin toc the 14 ¥I.
0 So you don't expect the water injection into

this No. 14 to have affected the Jalmat Pool but only pos-
sibly the Langlie - Mattix?

A ‘That is correct.

0 Are these injection wells? I note several of

them on this exhibit, part of the water injection program

- for secondary :recovery that Continental's condpcting?

B, Yes, sir, that's their Langlie Jack unit.

0 But the Calley never was an oil well. It was

R R T S Y
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a gas well in the Langlie ~ Mattix.
8 It has made, if you'll look at the production
records, it has made some o0il but for the last several

years it's been classified mainly as a gas well.

0 So it didn’'t benefit from this water injection
program.

A It got very little benefit from it, I think.

0. Is it completed in a different section in the

Langlie - Mattix than the other wells?

A No, it's produced -- completed in the same
section but what, if you'll notice, several of these wélls
I've mentioned before, like the Harrison "C" 3, ARCO's
Harrison "D" 2, ARCO's Harrison "D" 4, all of these wells

were previously Langlie - Mattix gas wells.

There's a -- when you contour the Queen;

‘there's a Queen high running up that sort of parallels

the -~
0. .So it's structural position that --
A That's correct.
0. -~ makes these Langlie - Mattix gas wells

rather than oil wells,

A Right. There's a low on the Queen in the
east half of Section 20 and then it starts going back up
égain toward the Justis Bower trend there.

Q. I see.
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MR. NUTTER: Are there any further questions
of Mr. Hartman? He may be excused.

Does anyone -- do you have anything further,
Mr. Kellahin?

MR. KELLAHIN: That's all in this case.

MR. NUTTER: Does anyone have anything to offer
in Case Number 62717

‘We'll take the case under advisement.

(Hearing concluded.)

R O TE L
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N 1 REPORTER'S CERTIFICATE

3 I, SALLY WALTON BOYD, & Court Reporter, DO HEREBY

4 | CERTIFY that the foregoind and attached rranscript of

5 | Hearing before the 0il conservation pivision was reported

6| by me; that the said transcript is a full, true, and correct

7 record of the hearing, prepared'by me to the best of my

WF

*
-
L
e A e it 2 2

g abilitye knowledge and skiil from myznotes taken at the time

gl of the hearing.

10 ,
/
" - ,§2§§_&%j \S)&Q(@h‘%g%a') (ol .
. gallyl Walton Boyd, c.S.R.
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Dec. 12, 1977

Mre Curtis‘R. purch and ¥r.

Trustee
PO Box 1360
wWwewoka, Okla, 7,884

* Gentlement

Please pefer to M
1/32 interest in

your

‘1 have now leaéed over 59%
including poth Mre

owners.

I an trying to
and would very much apprec

- a lease and draite

Thank you for your conglde

youe

of Te Jo Horsley

y letter to you
the abhove described tracte

Henry Harrison and

get this togethe
{ate being 2

Res SE/4 s/l Sece 20,
p-2l4-5, R=37-E»
LEA COUNTY, N. M.

pubert Dennis ‘ > !

e s A

of Nove 10th regarding

of the numerous mineral owriers
the other two jargest

r to drill as soon as possible
dvised if I may send you :

e let nme hear from

ration and pleas

Very truly yours,

pavidson

James A
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L o | November 10, 1977

REs SE/4 SW/h Section 20
e T-24-S, R-37-E, .
e e A Lea County, New Mexico

Pl

Al bty Y RS e e

.
g
o
@
3
ct
o
(]
S
=
[
a

(Trustees U/W of T. J¢ Horsley
P. 0, Box 1360
Wewoka, Oklah

I have a farmout from Wiser 0il Co.. et al to drill a well on
the above describ$d tract, however, on close examination, I
feel there is a good chance that this tract iz not held by

production.

Therefore, I would like to offer $100.00 per acre - 3/16
royalty - for a 2 year oil and gas lease on your 1/32 interest.
(veing 1.25 net acres) owned by you. —

"I will drill the well either on the farmout or the new leases
but. it will be to your advantage to get the 3/16 royalty urder
the new leases and it appears more and more to me that this
interest may be unleased. ‘I have already inade this deal with ‘
Mr. Henry H. Harrison who is the owner of the surface and one - ;
of the largest mineral owners.- o

Please reply as soon as is conveniéntly possible.'

Very fruly youpsai

JAMES A. DAVIDSON .

e At

EXHIBIT _

—————— e

DOCKET NO. __

-



' 'SE Sl Seétion 20 £
- -4L~S./ RE3P<By

Z_Mr, hllen B. Conner "1' SRR L V :
. 920 041 and Gas Building
.Fort Worth, Texas ”?6102

e
regarding
_the above: 7.

5 our phpne,onnversation lagt week
the'interest of the Julia C. Granville Estate in

T
Nr. Edgar S. B1rdsong owned 1/16 interest;“
Estate owns- 1/b8 (1/3 of 1/1 ) or .833 net acres.

1easo¢
‘%m" ¥ ','

»If agreeabla:' Iease ‘ask. the B
The Firat Nat{onal-Bank i

Also. pleas advise how to draw'the ledse’ L{#Blinterest
owned by the‘John>A. Birdsong Estate and I will forward]a leasa

EXHIBIT )
pocker no. @2 1|

R S LR T WA

hd 4 oA - Y




“Please

“Port Worth.

A

. K:?:;‘,’t - 3
ease refe

r
““the. ‘Julia C, ic

'Y

and Mr. John
2° year 0ll &

_request.that
unaccwptable

A AT

"4-7

Mr.,Allen'B.'
920, 011 & Gas Bidgs

40 acre’ tract. I S ; "

We. plan:to drilllthic tract as soon as possible and e again

:19§zme’hear
O'erat

gréhtly
o .

: T“zlf"‘st ;'37~Eo
Lea County, N. M.

X 76102}‘

Q. previ&us letters réég;aing.my offer t
ranville Estate, Mrs. Sally H. Thgertony o
Birdsong of $100.00 per acre--3/16 royalty-=:
gas'lease on their interest ip the above‘noted;

-

_these ‘parties lease this, interést. . If this is
o then we'request that_ hey=payktherr way on the;

L5 Fog At
-

o
tirEy v

r send leases

ﬂfrém'you 80" I can’ eltha
Agreements‘ahd_AFEs.
‘i:

appreciate~hear1ng from you
if. these-partiss will not one or: the'other

lto the”NMOCC for“force pooling.v’

) }

EXHIBIT

DOCKET NO.




o o TN M,

November 10, 1977

RE: SE/4 SW/4 Section 20
T-24-S, R-37-E,
Lea County, New Nexico

¥r. Allen B. Conrfor ;
2006 ¥. T, sggg&oner Building e

I have a farmout from ¥Wiser 0il Co., et al to drill a wvell on
the above described tract, however, on close examination, I.
feel there is a good chance that this tract is not held by

production. } -g,»g;u/i/ '5// Lg

Therefore, I would like to offer 3$100.00 per/acre - 3/16

. royalty -~ for a 2 year oil and (mma
Q.-]{‘ w‘q(rpg.in& &rs.net acres) owned by( ¥ Vomne
X Oy e by

saruially-Holidnpertawe.

'Z will dr the well either on the farmout or the new leases
~—77Bat It will be TN advantage to get the 3/16

royalty under the new leases and it appears more and more to

me that this interest may be unleases. I have already made

sarface and one uf the largest mineral owners.'

}‘Kf‘h"\;} this deal with Mr. Henry H. Harrison who is the owner of the

 Please 'raply as soon as is conveniently possible.

Very truly yonrs ’

JAMES A. DAVIDSON
EXHIBIT ' S

DOCKET "iio".i=

JAD/mhd - | _, L

yz’u‘/,
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JAMES A. DAVIDSON
Oil & Gas Properties
P. O. BOX 494
MIDLAND, TEXAS 79702

{915) 682-6482 — OFFICE
694-5472 —~ RESIOENCE
June 30, 1978

To: A1l Unleased Mineral Owners

RE: SE/4 SW/4 Sec. 20,
T-24-S, R-37-E,

Lea County, N, M,

Gentlemen:

With reference to our prior correspondence concerning your interest in
the above described tract, please find enclosed AFE for the drilling of
a 3700-feet Langlie Mattix and/or Jalmat test.

We wohld much prefer to lease your interest. In this regard, please

refer to our prior offer.

However, if you wish to participate, please sign and return one éopy of
the enclosed AFE and we will promptly forward an Operating Agreement
for your consideration.

In lieu of either of the above, we have this matter docketed for a
Force Pooling Hearing at the New Mexico 0i1 Conservation Commission
in Santa Fe, New Mexico on July 6, 1978.

P]eaSe advise should we be able to furnish anything further.

Very truly yours,

mes A. Davidson

JAD/mvy .

Enclosures as above

BEFORE EXAMINER NUTTER

olL CONSERVATION COMMISSION
EXHIBIT NO. 4

CASE NO. _

L sl

EXHIBIT ;

.,
NN

“pocker no. 27/

i
i
!
%
!




AUTHORITY fOR EXPEHDITURE
DETAIL WELL ESTIMATE

LEASE NO. APPR.NO. .

LEASE NAME ___Henry Harrison WELL NO. .1 w. 1. _100%

COUNTY Lea STATE _New Mexico FIELD dalmat/Langlie Mattix
SE/4 SW/4 Sec. 20, T-24-S, R-37-E

LOCATION:

DRY. HOLE

DRILLING INTANGIBLES: PRODUCER
1. Drjmng Cost 3750 Feet @ 12.50 Per Foot _@,_9_00 46 ,900
2, Day Work __2 days @ 3200/day . :
_ 6,400 6,400
3. Coring Service Well Surveys 6000  ~_ 6,000 6,000
4, Testing.
5. Fuel Water _5500 6,500 5,500
6. Mud 5500 Mud Logging 5,500 5,500
7. Cementing Service _ Cement Floats 11,000 - 2,800
8. Company Labor Contract Labor __500 _1,000: 500
9. Digging Pits Filling Pits 700 700 700
10. Roads & Bridges ____________ Dredging & Grading 6,000 6,000
11. Acidizing __450Q _ Fracturing 25,000 _ Perforating 1700 31,200 ===
12.  Plugging -~ 2,000 -
13.  Trucking Cost 1,000 500
14. Devolopment Superintendence __ 20 days @ $.250  /day 5,000 2,500
15. Rental Equipment 2,500 1,000
16. Swabbing and Testing .6 days @ 700/day 4,200 ---
17. Other Costs Abstracts 3,000 3,000
Damages 2,000 2,000
Other 3,000 3,000
o Total Intangibles 141,900 94,300
WELL EQUIPMENT:
18, Casing 600 __ Ft of g %g @ 2 2232 Per FL
_ 3_25_0_ _ Ft. o @ 2. Per Ft.
Ft. of __ @ Per Ft. 21,900 3,800
19. Tubing ___QQQQ_, Ft.of _2 3/8 @ 2.20 Per Ft. 7,800 s
20. Casing Head - 1,000 600
21. Xmas Tree or Pumping Connections _ 2,900 b
22. Pumping Unit
23. Engine
24, Sucker Rods
25. Pump -
25. Tank Battery
27. Separator or Dehydration Equip.
28. - Metering Equipment
29. Flow Lines 1,000 -~
30. Other 1,000 1,000
Total Tangibles 35,700 5,400
TOTAL COST OF WELL 177,600* 99,700
If the

The above cost estimate is based on a ﬂowmg gas well completion.

REMARKS:

proposed well is completed as a pumping oil well,

the completed well cost will be

$239,600.

Originated by __Doyle Hartman

Date .

Tite Operator-Part Owner pae 6-30-78

Approved i Title




A.A.P.L. FORM 610

MODEL FORM OPERATING AGREEMENT --1956
Non-Federal Lands

e OPERATING AGREEMENT
.
S DATED
F“ﬁ-w June 29, , 1978 |

'FOR UNIT AREA IN _S/2 SW/4 Section 20, T-24-S, R-37-E, NMPM

Lea COUNTY, STATE OF__New Mexico

HX?{/Z/% > :

&27 !

1|BEFC: ¢  NUTTER

AMERICAN ASSOCIATION OF PETROLEUM LANDMEN

APPROVED FORM. AAPL. NO. 610
MAY BE ORDERED DIRECTLY FROM THE PUBLISHER
KRAFTBILT PRODUCTS, BOX 800, TULSA 7410)

SEFORE EXAMINER NUTTER
OlL CONSERVATION COMMISSION
EXHIBIT NO.
N

CASE NO.

9 o

LM R A A € 3B T A e STt AN AP At i R




A.AP.L. FORM 610

TABLE OF CONTENTS

Paragroph

Nurmber

10.
11,
12.
13.
14,
15.
16.

1.

Title

Definitions . . e e

Title Examination, Loss of Leases and Oil and Gas Interests ...

Unleased Oil and Gas Interests
Interests of Parties oo e

Operator Of Unit oo

Employees

Test Well .o e e
Costs and Expenses ...l e
Operator's Lien e e
Term of Agreement ... el e et e
Limitation on Expenditures .._.............._......_....
Operations by Less Than All Parties
Right to Take Production in Kind ... s
Access 10 Unit Area ... e e
Drilling Contracts ... oo et
Abandonment of Wells ...

Delay Rentals and Shut-in Well Payments ... . . .o

$ oI

Poge

19.
2¢.
21.
22.
2.
24,
25.
26.

217.

29,
30.

31.

Rrof
EJut 32 3

Selection of New Operator ...

Maintenance of Unit Ownership ...

Resignation of Operator ........

tial Riski Py PN
crortiar-Ta st O 1 aretrac

‘Liability of Parties ..o eeeee e

Renewal or Extension of Leases ...

Surrender of Leases ................... et e e e
Acreage or Cash Contributions ... i s
Provision Concerning Taxation ... .. s
Insuraﬁce

Clzims and Lawsuits ............c.

Force Majeure ...

- Notices ... e

OLher CONGIONS ..o oooeeoeeeeceeeeeeeeeeeeeeeeee e e

10

10

11
1
11

.11




A.AP.L. FORM 610

OPERATING AGREEMENT

THIS AGREEMENT, entered into this__29th__ gay of_ June’ , 1978 | between
DOYLE HARTMAN ,
hereafter designated as “Operator”, and the signatory parties other than Operator.
WITNESSETH, THAT:
WHEREAS, the parties to this agreement are owners of 0il and gas leases covering and, if so indicated,
unleased mineral interests in the fracts of land described in Exhibit “A*, and all parties have reached an

agreement to explore and develop these leases and interests for oil and gas 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 asecribed to
them,

(1) The words “party’ and “parties” shall always mean a party, or parties, to this agreement.

(2) The parties to this agreement shall always be referred to as “it” or "théy", whether the parties be cor-
porate bodies, partnerships, associations, or persons real.

(3) The term “oil and gas"” shall include 0il, 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 “oil 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 ali of the lands, o0il and gas leasehold interests and oil
and gas interests intended to be developad and operated for oil and gas purposes under this agreement.
Such lands, oil and gas leasehold 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 drilling unit as established 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 though copied in full
in the contract. )

(8) The words “equipment” and "matei‘ials" as used here are synonymous and vshall mean and include all
oil field supplies and personal property acquired for use in the Unit Area. -

2. TITLE EXAMINATION, LOSS OF LEASES AND OIL ANY GAS INTERESTS
A. Title Examination: ‘

There shall be no examination of title to leases, or to oil and gas interests, except that title to thé lease
covering the land upon which the exploratory well is to be drilled in aceordance with Section 7, shall be exam-
ined on a complete abstract record by Operator’s attorney, and the title to both the oil and gas lease and to
the fee title of the lessors must be approved by the examining attorney, and accepted by all parties. A copy of
the examining attorney's opinion shall be sent/ tou%g(r:lh ;eagt‘;/eisrgmediately after the opinion is written, and,
also, each party shall be given, as they are written, a copy of all subsequent supplemental attorney’é reports.
A good faith effort to satisfy the examining attorney’s requirements shall be made by the party owning the

lease covering the drillsite. S
If title to the proposed drillsite is not approved by the examining attorney or the lease is not acceptable

for a material reason, and all the parties do not accept the title, the parties shall select a new drillsite for the

first exploratory well; provided, if the parties are unable to agree upon another drillsite, this agreement shall,

in that case, come to an end and all parties shall then forfeit their rights and be relieved of obligations here-

under, If a new drillsite is selééted, title to the ofl and gas lease covering it and to the fee title of the lessor

shall be examined, and title shall be approved or accepted or rejected in like ‘manner as provided above con-

cerning the drillsite first selected. If title to the oil and gas lease covering the second choice drillsite is not

approved or décépted, other drillsites shall be successively selected and title examined, until a drillsite is chosen
; 1
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to which title is approved or accepted, or until the parlies fai) to select another drillsite. As in the case of the
drillsite first selected, so also with successive choices if the time comes that the parties have not approved
title and are unable to agree upon an alternate drillsite, the contract shall, in that case and at that time, come
to an end and all parties shall forfeil iheir rights and be relicved of obligations under this contract,

No well other than the first fest shall be drilled in the Unit Area until after (1) the title to the lease
covering the lands upen which such well is to be located has been examined by Operator’'s attorney, and (2)
the title has been approved by the examining attorney and the title has been accepted by all of the parties
who are to participate in the drilling of the well.

B. Failure of Title:
Should any oil and gas lease, or interest therein, be lost through failure of title, this agreement shall,
nevertheless, continue in force as to all remaining leases and interests, and

(1) The pariy whose lease or interest is affected by the title failure shall bear alone the entire loss and it
shall not be entitled to recover from Operator or the other parties any development or operating costs
which it may have theretofore paid, but there shall be no monetary liability on its part to the other par-
ties hereto by reason of such {title failure; and

(2) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation
of the interest which has been lost, but the interests of the parties shall be revised on an acreage basis,
as of the time it is determined finally that titlé failure has occurred, so that the interest of the party
whose lease or inferest is affected by the title failure wili thereafter be redu;:ed in the Unit Area by the
amount of the interest lost; and

(3) If the proportionate interests of the other parties hereto in any producing well theretofore drilled on
the Unit Area is increased by reason of the title failure, the party whose title has failed shall receive
the proceeds attributable to the increase in such interests (less operating costs attributable thereto)
until it has been reimbursed for unrecovered costs paid by it in connection with such well; and

(4) Should any person not a party to this agreement, who is determined to be the owner of any interest in
the title which has failed, pay in any manner any part of the cost of operation, development, or equip-
ment, or equipment préiriously paid under this agreement, such amount shall be proportionately paid to
the party or parties hereto who in the first instance paid the costs which are so refunded; and

,(5) Any liability to account to a third party for prior production of oil and gas which arises by reason of
title failure shall be borne by the party or parties whose title fiiled in the same proportions in which
they éhared in such prior production. '

C. Loss of Leases for Causes Other Than Title Faillure:

If any lease or interest subject to this agreement be lost through failure to develop or because express
or implied covenants have not been performed, or if any lease be permitted to expire at the end of its primary
term and not be renewed or extended, or if any lease or interest therein is lost due to the fact that the produc-
tion therefrorm is shut in by reas;on of lack of market, 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 readjustment of interests in the Unit Area. )

3. UNLEASED OIL AND GAS INTERESTS

If any party owns an unleased oil and gas interest in the Unit Area, that interest shall be ireated for the
purpose of this agreement as ‘if i)t>were a leased interest under the form of oil and gas lease attached as "Exhi-~
bit “B” and for the primary term therein stated. As to such interests, the owner shall receive royalty on produc-
tion as prescribed in the form of oil an‘d gas lease attached hereto as Exhibit “B”. Such party shall, howéi;er,

‘be subject to all of the provisions of this agreement relating to lessees, to the extent that it owns the lessee

interest.
4. INTERESTS OF PARTIES

Exhibit “A” lists all of the parties, and their respective percentage or fractional interests under " this
agreemeht. Unless changed by other provisions, all costs and liabilities incurred in operations under this con-
tract shall be borne and paid, and all equipment and material acquired in operations on the Unit Area shall be
owned, by the parties as their interests are given in Exhibit “A". All produciion of oil and gas from the Unit
Area, subject to the payment of lessor's royalties, shall 815(; be owned by the parties in the same manner.

—_—
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If the interest of any party in any oil and gas lease covered by this agreement is subject to an overriding
royalty, production payment, or other charge over and above the usual one-eigthh (V) royalty, such party shall
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
DOYLE HARTMAN 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-
mitlted 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 sustained,
or liabilities incurred, except such as may result from gross negligence or from breach of the provisions of

this agréement.
6. EMPLOYEES

The number of employees and their selection, and the hours of labor and the compensation for services
performed, shall be determined by Operator. All employees shall be the employees of Operator.
7. TEST WELL
On or before the___ 318t day of __August
ing of a well for oil and gas in the following location:
SE/4 SHW/4, Section 20

T-24-S, R-37-E, NMPM
Lea County, New Mexico.

, 19 78 , Operator shall commence the drill-

and shall thereafter continue the drilling of the well with due diligence to a depth of 3750 feet
or to a depth that is sufficient to test the productive 'mterna'l of the Queen
Formation whichever is lessor.

»

unless granite or other practically impenetrable substance is encountered at a lesser depthor unless all parties

agree to complete the well at a lesser dept
thoroughly 50 'Eut not core or DST,
Operator shalkmako—masonabh—&es&s-et all formahons fncotuntered during drilling whlch give indica-~-

tion of contammg oil and gas in quantities sufficient tq\test-—un}ese-thw-e-gfeement—shaﬂ—bﬂwnﬂed—mmeep-

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 hole, 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 otberwise specifically provided, Operator shall promptly pay and discharge all costs
and expenses incurred in the devélopment and operation of the Unit Area pursuant to this agreément and shall
charge each of the parties hereto with their respective propo;tionate shares upon the cost and expense basis
provided in the Accounting Procedure attached herelo and marked Exhibit “C”. If any provision of Ex-

hibit ““C” should be inconsistent with any provision contained in the budy of this agreement, the provisions in
the body of this agreement shall prevail.

Operator, at its election, shall have the right from time to time to demand and receive from the otiler
parties payment in advance of their respective shares of the estimated amount of the costs to be incurred in
operations 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 Operator its proportionate share of
such estimate within fifteen (15) days after such estimate and invoice is received. It an 6:eartge£.aélésntg
share of said estlmate within ‘said time, the amount due shall bear interest at the rate of »u-pment—(-bez;]
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 inéurred, and no more,

—_3 A
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8. OPERATOR'S LIEN
. . . workin
Operator is given a first and preferred Jien on the Anferest
in cuch parly’s /;“2;2;? QH 0i} 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 o 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, withou! prejudice fo

of cach party covered by this contract, snd

othes existing remedies, is authorized, at its elecijon, to collect from ihe purchaser or purchasers of oil or gas,

the procee?s accrgi?)g to the working interest or jnterests in the Unit Area of the delinquent party up to the
claimed by the operator to be ) ) .

amountjowing by suth parly, and each purchaser of oil or gas is suthorized to rely upon Operator’s statement

as 10 the amount 0\;uing by such party.

In the event of the neglect or failure of any non-operating party to prompi{ly pay iis proportionafe part
of the cost and expense of development and operation when due, the nther non-operaling parties and Operator,
within thirty (30) days after the rendilion of statemenis therefor by Operator, shall proportionately contribute
10 the payment of such delinquent indebiedness and the non-operating parties so contributing shall be entitled
to the same lien rights as are granied {o Operator in this section, Upon the payment by such delinguent or
defaulling party to Operator of any amount or amounts on such delinguent indebtedness, or upon any recovery
on héhalf of the non-operating parties under the lien conferred above, the amount or amounts so paid or re-
covered shall be distributed and paid by Operator to the other non-operatling parties and Operaior propor-

fionately in accordance with the contributions theretofore made by them,

. 10. TERM OF AGREEMENT,

;.l".l‘\is agreement 'shall rewain in full forxce and effect until the well hé;einabo'Ve
-provided for in Section 7 is completed and only as long thereafter as . there is (a)
production from the area and depths covered by this agreement, or (b) there is a well

capable of production from such area and depths, or (¢) drilling or workover operations

are being conducted on such area and depth after the well provided for in _Section 7
has been drilled with no cessation of operations; provided, bowever, that in the event
the first well drilled hereunder results in a dry hole znd no other well is producing
6i1 or gas in paying quantities from such area and depths, then at the end of,‘ninety
(90) days after the abandonment of the first test well, this zgreement shall -texminate

vnles s
te Section 12 hereof,” or all parties have agreed to drill an additional well or wells

under this agreement, in which event this a2greement shall continue vntil such well or
wells shall have been drilled and completed. If production results therefrqq, this.
agreement shall continue in force as if said fil_‘st test vell had been productive in
quantities, but if production in paying quantities does not xesult therefrom
this agreement shall termivate at the . end of ninety (90) days afterx abandoﬂment of
such -well or wells. It is agreed, howvever, that the termination of-this agreement
shall not relieve any party hereto from any liability which -has accrued oxr attached-

prior to the date of such termination.{
© 11. LIMITATION ON EXPENDlTﬁRES
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 undersiood that the consent {o the drilling of a well shall include consent 1o all
necessary expenditures in the drilling, testing,A completing, and equipping of the well, including necessary

tankage; (b) No well shall be reworked, plugged back or deepened except a well_ reworked, plugged back or

paying

deepened pursuant fo the provisions of Section 12 of this agreement, it being understood that the consent to
the reworking, plugging back or decpening of a well shall include consent 1o all neceSsary expenditlures in
conducting such operations and cokmp)eling and equipping of said well to produce, includiﬁg necessary {ank-
age; (¢) Operatdr shall not undertake any single project reasonably estimated to require an expenditure in
excess of__Fifteen Thousand and No/100 Dollars ($_12,000.00 " ,
except in connection with a well the drilling, reworking, deepening, or plugging back of which has been pre-
viously suthorized by or pursuant té this agréement; provided, however, that in case of explosion, fire, flocd,
or olhér sudden emergency, whether of the same or diﬁergnt nzture, Operator may take such steps and incur

such expenses as in its opinion are required to deal with the emergency and to safeguard Jife and property,

but Operator shall, as promptly as possible, report the emefgency to the other parties. Operator shall, upon
‘request, furnish copies of its “Authority for Expenditures” for any single project costing in ex-

cess of s 15,000. 00 ’

——

s one or wore of the parties are then engaged in drilling a2 well or wells pursuant
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12, OPERATIONS BY LESS THAN ALL PARTIES

It a_l{ 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 partics ar a well jointly owned by all the parties and not then producing in paying
quantities on the Unit Area, any parly or parties wishing to drill, rework, deepen or plug back such a well
may give the other parties written notice ol the proposcd operation, specifying the work 1o be performed,
the location, proposed depth, objective formation and the estimated cost of the operation. The parties receiv-
ing such a notice shall have thirly (30) days (exceptl as to reworking, plugging back or drilling deeper, where
a drilling rig is on location, the period shall be limited to forty-eight (48) hours exclusive of Saturday or Sun-
day)‘_alfter receipt of the notice »Qithin which 1o notify the parties wishing to do the work whether they elect
to participate in the cost of the proposed operatizz, Failure of a parly receiving such a notice {o so reply to

it within the period above fixed shall constitute an election by that parly not fo participate in the cost of the

proposed operation.

If any parly receiving such a notice elects not to participate in the proposed operation (such party or
parties being hereafter referred to as “Non-Consenling Party”), then in order tfo be entitled to the benefits
of this section, the parly or parties giving the notice and such other parties as shall elect to participate in the
operation (all such parties being hereafier referred to as the “Consenting Parlies”) shall, within thirty (30)
days after the expiration of the notice period of thirty (30) days (or as p?omptly as possible after the 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 cperation and complete it with due diligence,

The entire cost and risk of conducling 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 leasehold estates involved in such operations free and clear of all
liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. If
such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this
section results in 3 producer of oil and/or gas in paying ‘quantities, the Consenting Pzrlies shall complete 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 expense and for the account of the Consenting Parties. Upon commencemént of
operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in accordance with the provisions of this seclion, each Non-Consenting Party shall be de:;med 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 léasehold 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 pa_yable out of or measured by the production

from such well aceruing with respect to such interest until it reverts) shall equal the total of the following:

(A)% of each such Non-Consenting Parly’s share of the cost of any newly acquired surface equipment
‘b.gyond thfe wellhead connections (incétbta'gg, but not limited -to, -stock -tanks, separalors,  treaters,
pumping equipment and piping), plus 1884 of ecach such Non-Consenting Party's share of the cost of
operation of the well commencing with first production and continuing until each such Non-Consenting
Party's relinquished interest shall revert to it under other provisions of this section, it being agreed that
each Non-Consenting Party’s share of such costs and eguipment will be that interest which would have
been chargeable to each Non-Consentir;g Party had it participated in the well from the beginning of

thé operation; and
300% . ' : . . .
(B) -2805t of that portion of the cosis and expenses of drilling, reworking,. deepening or plugging bac’J‘:,
testing and compleiing, after deducting any cash contributidns received under Section 25, and%

of that portion of the cost of newly acquired equipment in the well (to and including the wellhead
eoi-mections). which would have been chargeable to such Non-Consenting Party it it had participated

therein.
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In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
be permitted to use, free of cost, all casing, {ubing and other equipment in the well, but the ownership of all
such equipment shall remain unchanged; and upon abandonment of a well after such reworking, plugging
back or deeper drilling, the Cbnsenting Parties shall account for all such equipment to the owners thereof,

with each party recelving its proportionate part in kind or in value.

Within sixty (¢0) days after the completion of any operation t;nder this section, the party conducting
the operations for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of
the equipment in and connected to the well, and an ilemized  statement of the cost of drilling, deepening,
plugging back, testing, completing, and equipping the well for production; or, at its option, the operaling
party, in ‘lieu of an itemized statement of such costs of operation, may submit a detailed statement 61‘ monthly
billings. Each month thereafier, during the time the Consenting Parties are beintg reimbursed as provided
above, the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all

o costs and liabilities incurred in the operation of the well, together with a statement of the quantity of oil
s and gas produced from it and the amount of proceeds realized from the sale of the well's working interest
Rk production during the preceding month, Any.amount realized from the sale or other 'disposition of equip-
K L @ ment newly acquired in connection with any such operation which would have been owned by a Non-Con-
. L % L senting Party had it participated therein shall be credited agaivnst the 1olal unreturned costs of thé work done

: L o and of the equfpment purchased, in determining when the interest of such Non-Consenting Party shall revert
""A"" s 10 it as above provided; if there is 2 credit balance it shall be paid to such Non-Consenting Party.

A

o L If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the
amounts provided for above, the relinguished 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

RO D g Tl St e

- e well, the operating rights and working interest therein, the material and equipment in or pertaining thereto,

- K 7 and the producti'on therefrom as such ‘Non-Consenting Party would have owned had it participated in the
drilling, reworking, deepening or plugging back of said well. Thereafier, 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 provisi:bns of this Section 12, it is agreed that without the nﬁxtual 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 patterri

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 Area, but shall apply to the reworking, deepening, or ph:gging back of the initial test well
after it has been drilled to the depth specified in Section 7, if it is, or thereafier shall prove to be, a dry
hole or non—commercial'.well, and to all cther wells drilled, reworked, deepened, 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.

L d

13. RIGHT TO TAKE PRODUCTION IN KIND : ;

Each party shall have the right to take in kind or separately dispose of its |
proportionate share of all oil and gas produced from the Unit. Area, exclusive of
production which may be used in development and producing operations and in prepar- i
ing and treating oi1 for marketing: purpoSes and production unavoidably lost. Each i
party shall pay or deliver, or cause to be paid or delivered, all royalties, over- ;
riding royalties, or other payments due on its share of such production which it : ;
takes or sells and shall hold the other parties free. from any liability therefor. ;
-Any extra expenditures incurred in kind or separate disposition by any party of : o
its proportionate share of the production shall be borne by such party. -

Each party shall execute such division orders and contracts as may be re-
quired for the sale of its interest in production from the Unit Area, and shall
be entitled to receive payment direct from the purchaser or purchasers thereof
for its share of all production. .

-6-
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In the event any parly shall fail {0 make the arrangements necessary to take in kind or scparately
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 if, but not the obligation, to purchase such oil and
pas or sell 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 Operator receives for its portion of the oil and gas produced
from the Unit Area. 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 interstate commerce of any other party’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
observe operations, and shall have access -at reasonable times to information pertaining to the development
or operation thereof, including Operator’s books and records 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 reports of stock on hand at the first of each month, and shall make a\:'ai]able 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 prevaiking rates in the field, 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 texms 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 thek"Consenting Parties have not been fully reimbursed as therein provided, which has been com-
pleted as a producer shall be plugged and abandoned without the consent of all parties; prpvided, however,
if all pariies do not agree to the abandonment of any wel}, 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 provisibns of Exhibit “C”, less the estimated cost of salvaging and
the estimated cost of plugging and abandoning. Each 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 ;naterial, 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 assigninents to, the assignees shall be in a ratio based upon the relationship of

their respectxve percentages of partnclpatlon in the Umt Area to the aggregate of the percentages of partici-

- patxon in the Unit Area of all assignees. There shall be no readjustment of interest in the remaining portion

of the Unit Area.

o 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 parties at the
rates and charges: contemplated oy this agreement, plus any additional cost and chnrges which may arise as
the result of the separate ownershlp of the assigned well. '

—_
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17. DELAY RENTALS AND SHUT-IN WELL PAYMENTS

Delay rentals and shut-in well payments which may be required under the terms of any Jease shall be
paid by the party who has subjected such lease to this agreement, at its own expense. Proof of cach payment
shall be given to Operator at least ten (10) days prior to the rental or shut-in well payment date. Operator

shall furnish similar proof {0 all other parties concerning payments it makes in connecltion with its leases. Any

party may request, and shall be entitled to receive, proper evidence of all such payments. If, through mistake

or oversight, any delay rental or shut-in well payment is not paid or is erroneously paid, and as a result a leasc
or interest therein terminates, there shall be no monetary liability against the party who failed to m:nke'such
payment. Unless the party wh;) failed to pay a rental or shut-in well payment secures a new lease covering the
same interest within ninety (90) days from the discavery of the failure to make proper pavment, the interests
of the parties shall be revised on an acreage basis effective as of the date of termination of the lease involved,
and the party who failed to make proper payment will no Jonger be credited with an interest in the Unit Area
on account of the ownership of the lease which has terminated. In the event the party who failed {o pay the
rental or the shut-in well payment shall not have beern fully reimbursed, at the time of the loss, from the pro-
ceeds of the sale of oil and gas attributable to the lost interest, calculated on an acreage basis, for the develop-
ment and operating costs theretofore paid on account of such interest, it shall be reimbursed for unrecovered
actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled or wells
previously sbandoned) from so much of the following as is necessary to effect reimbursement:

(1) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost interest, on
an acreage basis, up to the amount of unrecovered costs;

(2) proceeds, less operating expenses thereafter incurred attributable to the lost interest on an acreage
basis, of that portion of oil and gas thereafter produced and markete;d (excluding production from any
wells thereafter drilled) which would, in the absence of such lease termination, be attributable 1o the
lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said portion of
the oil and gas to be contributed by the other parties in proportion to their respective interests; and

(3) any moneys, up to the amount of unrecovered cos;ts, that may be paid by any party who is, or Lbecomes,
the owner of the interest lost, for the privilege of pariicipating in the Unit Area or becoming a party to
this contract.

Operator shall attempt to notify all parties when a gas well is shut-in or returned to production, but

assumes no liability whatsoever for failure to do so.

18 ~FREFERENTIAL-RIGHUT TO-PURCHASE
ferests Tn~the Unit Area, it shall promptly give written notice to the other parties, with full infor ion con
rerning its propo ale, which shall include the name and address of the prospective purchaser (who mus
be ready, willing and able rchase), the purchase price, and all other term he offer. The other partier
thall then have an optional prior ri or a period of ten (10) d ter receipt of the notice, to purchas¢
bn the same terms and conditio:s the interest ich the o party proposes to sell; and, if this optional righ
s exercised, the purchasing parties shall share t urc interest in the proportions that the interest o
bach bears to the tota) interest of all Asing parties. However; re shall be no preferential right to purs
Lha‘se in Athose cases where a arly wishes to mortgage its interests, or to dispose of its interests by merger
eorganization, congoldation, or sale of all of its assets, or a sale or transfer of its in ts to a subsidiary oj

arent co fiy, or subsidiary of a parent company, or to any company in which any one par ns a maﬂ

w.af the stack

19. SELECTION OF NEW OPERATOR

Should a sale be made by" Operator of its rights and interests, the other parties $hall’ have the right
within sixty (60) days after the date of such sale, by majority vote in interest, to select a new Operator. If
a new Operator is not so selected, the transferee of the present Operator shall assume the duties of and act as

~ Operator. In either case, the retiring Operator shall continue to serve as Operator, and discharge its duties

in that capacity under this agreenient, until its successor Operator is selected and begins to function, but the
present Operator shall not be obligated to continue the performance of its duties for more than 120 days after

the sale of its rights and interests has been completed.

— 8 —
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20. MAINTENANCE OF UNIT OWNERSHIP

For ihe purpose of maintaining uniformiiy of ownership in the oil and gas leasehold inierests coveired by
this contract, and notwithstanding any other provisions to the contrary, no party shall sell, encumber, transfer
or make other gdisposition of its interest in the leases embraced within the Unit Area and in wells, equipment

and production unless such disposition covers either:
(1) the entirc interest of the party in all leases and equipment and production; or

{2) an equal undivided interest in all leases and equipmentl and production in the Unit Area,

Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly

subject to this agreement, and shall be made without prejudice to the rights of the other parties,

If at any time the interest of any parly is divided amoﬁg and owned by four or more co-owners, Opera-
tor may, at its discretion, require such co-owners to appoint a single trustee or agent with-full authority to re-
ceive notices, approve expenditures, receive billings for and approve angd 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 disposition of their respective shares of the oil and gas produced from the

Unit Area and they shall have the right to receive, separately, payment of the sale proceeds thereof.

21. RESIGNATION OF OPERATOR

Operator may resign from -its duties and obligations as Operator at any time upon written notice of not
less than ninety (90) days given to all other parties. In this case, all parties to this contract shall select by
majority vote in interest, not in numbers, a new Operator who shall assume the responsibilities and duties, and
have the riéhts, prescribed for Operator by this agreement. 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.
22, LIABILITY OF PARTIES

The liability of the parties shall be several, not joint or collective. 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’}ien granted by each party to Operator in Section 9 is given to se-
cure only th.e debts of each severally. It is not the intention of t‘he 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.

23. RENEWAL OR EXTENSION OF LEASES
If any party secures a renewal of any &7jl and gas lease subject to this contract, each and all of the other
parties shall be notified 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 proportionate shares of the acquisition cost, whicix
shall be in proportion to the interests held at that time by the parties in the Unit Area.

If some, but less than all, of the pariies elect to participate in the purchase of a renewal lease, it shall
be owned by the parties who elect to pérticipate 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
area of all parties parti’cipatin'g in the purchase of such renewal lease. Any renewal lease in which less than

all the parties elect to participate shall not be subject to this agreement. '

Each party who participates in the purchase of a renewal lease shall be given an assignment of its-pro-
portionate interest therein by the acquiring party.

The provisions of this section shall apply to renewal leases whether they -are for the entire interesti
covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewal lease
taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after
the expiration of the existing lease shall be subject to this provision; but akny lease taken or contracted for
more than six (6) months after the expiration of an existing lease shall not ‘oe'deemed a reﬁewa] lease and

‘; shall not be subject to the proviéiohs of this section.
The provisions in this section shall appl&_also and in like manner to extensions of oil and gas leases.

L
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24. SURRENDER OF LEASES

surrendered in whole or in part unless all parties consent.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and
other parties not agree or consent, the party desiring to surrender shall assign, without express or Implied
warranty of title, all of its interest in such lease, or portion thereof, and any well, material and equipment
which may be Jocated thereon and any rights in production thereafter secured, to the parties not desiring to
surrender if. 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 learce assigned and its equipment and production.
The parties assignee shall pay to the party assignor the reasonable salvage value of the latter’s interest in any
wells and equipment on the assigned acreage, determined in accordance with the provisions of Exhibit “C”,
less the estimated cost of salvaging and the estimated cost of plugging and abandoning. If the assignment is i1
favor of more than one party, the assigned interest shall be shared by the parties assignee in the proportions

that the interest of each 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,

25. ACREAGE OR CASH CONTRIBUTIONS

If any party receives while this agreement is in force a contribution of cash toward the drilling of a
well or any other operation on the Unit Area, such contribution shall be paid to the parly who conducted the
drilling or other operation and shall be applied by it against the cost of such drilling or other operation. If
the contribution be in the form of acreage, the party to whom the contribution is made shall promptly execute
an assignment of the acreage, without warranty 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 shall prompily notify all other parties of all acreage or
money contributions it may obtain in support of any well or any other operation on the Unit Area.

26. PROVISION CONCERNING TAXATION

Each of the parties hereto elects, under the authority of Section 761(5) of the Internal ‘Revenug Code of
1954, to be excluded from the application of all of the provisions of Subchapter K of Chapter 1 of Subtitle A cf
the Internal Revenue Code of 1854. If 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 Interhal Revenue Code of 1954 above referred to under which a similar election 1s permitted, each of the
parﬂes agrees that such election shall be exercised. Each party authorizes and directs the Operator to execute
such an elaction or elections on its behalf and to file the election with the proper governmenial office or
agency. If requested by the Operator so to do, each party agrees to execute and join in such an election.

Operator shall render for ad valorem taxation all property subject to this agreement which by law

should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they become delin-
quent. Operator shall bill all other parties for their proportionate share of all tax payments in the manner
provided in Exhibit “C".

If any tax astessment is considered unreasonable by Operator, it may at its discretion protest such valua-
tion within the time :na mannét prescribed by law, and prosecute the protest to & final determination, unless
all parties agree to abandon the pr@test 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 aga'mét the parties, and be paid by them, as provided
in Exhibit “C",

—10 —
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27. INSURANCE

At all times while operations are conducted hereunder, Operator shall comply with the Workmen’s
Compensation Law of the State where the operations are being conducted. Operator shall also carry or pio-
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 hereof. Operator shall require all contractors engaged in work on or for the Unit Area
to comply with the Workmen's Compensation Law of the State where the operat.ions are being conducted and
to maintain such other insurance as Operator may require.

In the event Automobile Public Liability Insurance is speciﬁéd in said Exhibit “D", or subsequently re-
ceives the approval of the parties, no direct charge shall be made by Operator for premiums paid for such in-

surance for operator’s fully owned automotive equipment,
28. 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 action involving title to any lease or oil and gas interest subjected to this con-
tract, it shall give prompt written notice of the suit 1o the Operator and all other parties. ‘

The defense of lawsuits shall be under the general direction of a committee of lawyers representing the
parties, with Operator’s attorney as Chairman. Suits may be settled during litigation only with the jcint con-
sent of all parties. No charge shall be made for services performed by the staff attorneys for any of the
parties, but otherwise all expenses incurred in the defense of suits, together with the amount paid to discharge

" any final judgment, shall be considered costs of operation and shall be charged to and paid by all parties in
propo.rtion to their then interests in the Unit Area. Attorneys, other than staff attorneys for the parties, shall
be employed in lawsuifs 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 shall be paid by Operator and
charged 1o all of the parties 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 result 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 out 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 1n settlement o1 any one claim does not exceed
one thousand '($'1000.00)' dollars and, if settled; the sums paid in seftlement shall be charged as expense to

and be paid by all parties in p}bportion to their then interests in the Unit Area.

29. 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 noiice of the force majeure with reasonably full pariiculars concerning it; thereupon, the
obligations of the party giving the notice, so far as they are affected by the force majeure, shall be suspended
during, Iiut no longer than, the continuance of the force majeure. The affected party shall use all possible
diligence to remove the force majeure as quickly as possxble
The reqmrement that any force majeure shall be remedied with all reasonable dxspatch shall not require
the séttlement of -strikes, lockouts, or other labor difficulty by the party involved, contrary to its wishes; how
al! such difficulties shall be handled shall be entirely within the discretion of the party concerned.
The term “force majeure” as here employed shall mean an act of God, strike, lockout, or other industrial
dxsturbance, act ‘of the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, gov-

_ernmental restramt, unavailability of equipment, and any other cause, whether of the kind specifically enum-

erated above or otherwxse, which is not reasonably within the control of the party claiming suspension.
30. NOTICES

All notices authorized or required between the parties, and required by any of the provisions of "this
agreement shall, unless othemnse 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
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addresses listed 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 s directed and the {imc for such party to give any
notice in response thereto shall run from the dote the originating notice is received. The second or any re-
sponsive notice shall be deemed glven when deposited in the United States mail or with the Western Union
Telegraph Company, with postage or charges prepaid. Each party shall have the right to change its address
at any time, and from time to time, by glving writien no@lce thereof to all other parties,

31. OTHER CONDITIONS, 1IF ANY, ARE:

31-A If any party hereto hereafter shall create any overriding Royalty,
Production payment, or other burden against its working interest production and
if any party or parties shall conduct non-consent operations pursuant to any
provision of this agreement and, as a result, become entitled to receive the
working interest production otherwise belonging to the nonparticipating party,
the party or parties entitled to receive the working interest production of the
non-participating party shall recefve such production free and clear of burdens
against such production which may have been created by subsequent to this
agreement. In this regard, any such interest which may have been created sub-
sequent to this agreement shall ipso facto terminate and vest in the consenting

parties.

31-B Each party hereto owning an undivided interest in the Unit Area waives
any and all rights it may have to partition and have set aside to it in
severalty its undivided interest therein.

31-C A party may become a party to this agreement by signing the original

of this instrument, a counterpart thereof, or other instrument agreeing to be
bound by the provisions hereof. The signing of any such instrument shall have
the same effect as if all the parties had signed the same instrument.

31-D In connection with any and all of its operations under or by virtue of
this agreement, Operator shall fully comply with paragraphs (1) through (7)

in Section 202 of Executive Order 11246, issued September 24, 1965, and Rules,
Regulations and relevant orders of the Secretary of Labor thereunder, which
are hereby made a part of this agreement as fully as though copied herein.

31-E As to any contract executed by Operator with an independent contractor
covering operations or services to be performed on properties covered by this -
operating agreement, Operator shall require that any indemnification provision
contained therein shall extend to and inure to the benefit of non-operator in

the same manner as Operator.

—12—
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This agreement may be signed in counterpart, and shall be binding upon the parlies and upon their heirs,

successors, represeniatives and assigns.

- RTTEST:

—13 —

By

"OPERATOR"
DOYLE HARTMAN

By

"NON-OPERATORS"
J.A. DAVIDSON

By

HUGH CORRIGAN ET AL

By

JACK FLETCHER

By

CURTIS R. BURCH AND DUBERT DENNIS,
TRUSTEES U/W OF T. J. HORSLEY

By

THE FIRST NATIONAL BANK OF FORT WORTH
TEXAS, INDEPENDENT EXECUTOR OF THE
ESTATE OF JULIA C. GRANVILLE, DECEASED,
ERNEST B. GRANVILLE AND ROBERT LEROY,
DEVISEES OF THE ESTATE OF JULIA €.
GRANVILLE, DECEASED

By

ESTATE OF JOHN BIRDSONG'

By




EXHIBIT "A"

Attached to and made a part of Operating Agreement dated June 29, 1978,
covering S/2 SN/4 Sec. 20, T-24-S, R-37-£, between DOYLE HARTMAN as
Operator and HUGH CORRIGAN et al as Non-QOperators:

I. (a) Lands Subject to Agréement:
‘ T-24-S, R-37-E

Section 20: S/2 SW/4
Lea County, New Mexico

(b) Depth Limitations:

Surface to 3750' below the surface.

II. Percentages of Interests and Addresses of Parties:

: (a) SE/4 of SW/4 of said Section-20 in the event Paragraph 7 Test
N Well is completed from Langlie Mattix formation:

- ﬁ Doyle Hartman 73.5678%
o 508 C & K Petroleum Bldg.
LR Midland, TX 79701 ;
J. A. Davidson 12.5000% P

e P.0. Box 494
I TR Midland, TX 79702

R LR ‘ i
oo L Hugh Corrigan et al 5.0781% 5
b P.0. Box 3388 | ;
R N ) Vero Beach, Florida 32960 ‘ i
e Jack Fletcher 1.5625% !

Rt. 1 Box 133-C -
Midland, TX 79701 i

A Curtis R. Burch and 3.1250%
L Dubert Dennis, Trustees

U/M of T. J. Horsley

P.0. Box 1360

Wewoka, Oklahoma 74884

The First National Bank of 2.0833%
Fort Worth, Texas, Independent -
Executor of the Estate of

Julia C. Granville, Deceased,

Ernest B. Granville and

Robert Leroy, Ravisees of the

Estate of Julia C. Granville,

Deceased :

Trust Department, First National

Bank of Fort Worth

Fort Yorth, TX 76102

Estate of John Birdsong 2.0833%
c/o Alleti B. Conner

920 0i1 and Gas Building

Fort Worth, TX 76102

100.0000%




(bY §/2 of SW/4 of said Section 20 in_the event Paragraph 7 Test
Well §s completed from Jalmat formation:

Doyle Hartman 77.21356%
J. A. Davidson 12.50000%
Hugh Corrigan et al 5.07810%
Jack Fletcher 1.56250%
Curtis R. Burch and 1.56250%

Dubert Dennis, Trustees
U/M of T, J. Horsley

The First National Bank of 1.04167%

Fort Worth, Texas, Independent

Executor of the Estate of

Julia C. Granville, Deceased,

Ernest B. Granville and ,
Robert Leroy, Devisees of the L
Estate of Julia C. Granville, , i
Deceased ' !

Estate of John Birdsong . 1.04167%

100.00000%
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EXHIBIT “B"

There is no Exhibit “"B".
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TULSA
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EXHIBIT R

'as Operator and J.A, DAVIDSON, "JACK FLETCHER, et a1, as”
Non-Operators. o

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

Definitions

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting
Procedure is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Property.

“Joint Account’” shall mean the account showing the charges paid and credits received in the conduct of the Joint
Operations and which are to be shared by the Parties.

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the parties to this agreement other than the Operator.

“Parties” shall mean Operator and Non-Operators,

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or contract labor directly employed on the Joint Property in a field operat-
ing capacity.

“Technjcal Employees” shall mean those employees having special and specific engineering, geological or other
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi-
tions. and problems for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator's employees.

“Material” shall mean personal property, equipment or supplies acquired or held for use on 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.

Statement and Billings )
Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep-

arately ideutified and fully described in detail.

Advances and Payments by Non-Operators

Unless otherwise provided for in the agreement, ’,fv- O'\nr tor may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation. Operator shall ad]ust each monthly billing
to reflect advances recejved from the Non-Operators.

Each Non-Operator shali pay its proportion of all bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12%) per

annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, plus attorney’s fees, court costs, and other costs in connection wnth

the collectxon of unpald amounts.

Ad)ustments

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

Audits X

A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope-

rator’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month -

period following the end of such calendar year; provided, however, the rnaking of an audit shall not extend the
time for the taking of writlen exception to and the adjustments of accounts as provided for in Paragraph 4 of this
Section I. Where there are two or more Novia-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 Opera-
tor. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless agreed

to by the Operator.

Appmvul by Non-Operators

Where an approval or other agreement of the Parties or Non-Operators is expressly reqmred under other sec-
tions of this Accountmg Procedure and if the agreement to which this Accounting Procev}iure is attached contains
no contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator’s proposal, and
the agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Opera-

tors.
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H. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

1.

nd

6‘

1.

8.

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

. Labor

A. (1) Salaries and wages of Operator's ficld employees directly employed on the Joint Property in the conduct
of Joint Operations.
(2) Salaries of First Level Supervisors in the field.
(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are
excluded from the Overhead rates.

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable 1o the Joint Account under Paragraph 2A of this Section
II. Such costs under this Paragraph 2B may be charged on a ‘‘when and as paid basis” or by ‘“percentage as-
sessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section II. If percenfage assessment is used, the rate shall be based on the Operator's cost experience.

C. Expenditures or centributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec-
tion II.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this Section II.

Employee Benefits

Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor
cost chargeable to the Joint Account under Paragraphs 2A and ZB of this Section II shall be Operator’s actual

cost not to exceed twenty per cent (20%).

Material

Material purchased or furnished by Operator for use on the Joint Property as provided under Section 1V. Only
such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use
and is reasonably practical and consistent with efficient and economical operations. The accumulaticn of sur-

plus stocks shall be avoided.

.. Transportation

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

tions:

A 1 Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
recognized barge terminal, or railway receiving point wher: like material is nermally available, unless agreed

to by the Parties. ’

B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the near:st reliable supply store, recognized barge
terminal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac-
count for movmg Materlal to other properties belonging to Operator, unless agreed to by the Parties,

C. In the applxcatxon of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost
of $200 or less excluding accessorial charges.

-

Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by
Firagraph 9 of Section 1I and Paragraph 1. ii of Section IIl. The cost of professional consultant services and con-
tract services of fechnical personnel directly engaged on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professional consultant services or contract services of technical personnel not di:
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by

the Parties.

Equipment ana Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (8%)
per ‘annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area

of the Joint Property.
B.. In lieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in
the immediate area of the Joint Property ]ess 20%. For automotive equipment, Operator may elect to use rates

published by the Petroleum Motor Transport Association,

Damages and Losses to Jeint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam-
ages or losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operalor’s
gross negligence or willful misconduct Operator shall furnish Non-Operator written notice of damages or losses
incurred as soon as practicable after a report thereof has been received by Operator. -

Legal Expense ‘
Expense of handling, investigating and settling htxganon or claxms Qischarging of liéns, payment of Judgments
and amounts paid for settlement of claims incurred in or resulting from operat:ons under the agreement or
necessary to protect or recover the Joint Property, except that no charge for services of Operator’s légal staff
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties, All other legal
expense is considered to be covered by the overhead provisions of Section III unless otherwise agreed to by the

Parﬁes, except as provided in Section 1], Paragraph 3.
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10. Taxes
All taxes of every kind and nature assessed or levied upon or in connecfion with the Joint Property, the opera-
gon ithercof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
arties.

11. Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
men’s Compensation and/or Employers Liability under the respective state's laws, Operator may, at its election,
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator's
cost not to exceed manual rates.

t 12, Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section 1I, or in Section 111,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

1I. OVERHEAD

1, Overhead - Drilling and Producing Operations
i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
Yoo drilling and producing operations on either:
'_ { x ) Fixed Rate Basijs, Paragraph 1A, or
{ ) Percentage Basis, Paragraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Section II.- The cost and expense of services from outside sources in connection with :
P : matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered ;
as included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such :
. it cost and expense are agreed to by the Parties as a direct charge to the Joint Account. g
t e ] it. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall

not (X ) be covered by the Overhead rates.

TR
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T . Overhead - Fixed Rate Basis ;
- - : (1) Operator shall charge the Joint Account at the following rates per well per month: :
. Drilling Well Rate $__1500,00 ;
A Producing Well Rate $_200.00 "

(2) Application of Overhead - Fixed Rate Basis shall be as follows:

{(a) Drilling Well Rate

[1] Charges for onshore drilling wells shall begin on the date the 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 suspension of drilling operations for fifteen {15) or more consecutive days. i

[2] Charges for offshore @rilling wells shall begin on the date when drilling or completion equipment
arrives on location and terminate on the date the drilling or completion equipment moves off loca-
tion or rig is released, whichever occurs first, except that no charge shill be made during suspen-
sion of drilling operations for fifteen (15) or more consecutive days

[3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con-
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for
the peried from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive
days. ’

(b) Producing Well Rates » _

{1] An -active well either produced"‘ or injected into for any portion of the month shall be considered
as a one-well charge for the entire month.

{2] Each active completion in a multi-completed well in which production is not commingled down
hole shall be considered as a one-well charge providing each completion is considered a separate
well by the governing regulatory authority.

[3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc-~
tion shall be considered as a one-well charge providing the gas well is directly connected to a per-

: manent sales outlet. . ,

: . [4] A one-well charge may be made for the month 'in which plugging and abandonment operations

‘ are completed on aiiy well.

[5] All other inactive wells (including but not limited to inactive wells covered by unit allowable,
lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge. g

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multi-
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of
‘Crude Petroleum and Ges Production Workers for the last calendar year compared to the c_‘alendar year ‘

" preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas FlngS Produc- ,

- tion Workers as published by the United States Departmeg;t of Labor, Bur=au of L_qt-;or Statistics, or the . _
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be
the rates currently in use, plus or minus the computed adjustment.
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B. Overhead - Percentage Basis
(1) Operator sha}l charge the Joint Account at the following rates:

(a) Development

e Percent (%) of the cost of Development of the Joint Froperty exclusive of costs
provided under Paragraph 9 of Section II and all salvage credits.

(b) Operating )
—__Percent ( %) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
eral interest in and to the Joint Property.

(2) Application of Overhead - Percentage Basis shall be as follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section 111, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed
assets and any other project clearly discernible as a fixed asset, except Major Construction as der.ned in
Paragraph 2 of this Section III. All other costs shall be considered as Operating.
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assets, and any other prOJect clearly d1scermble as a ﬁxed asset requnred for the de elepmmént and
rty, Operator shall either negotiate a rate prior to the beginning ofconstruction, or shal}
ad based on the following rates for any MajerConstruction project in excesd

pansion
operation of the J&
charge the Joint Account for

of $

% of total costs if such costs are mo butlessthan $____ _  ; plus

-

B, ____ % of total costs in exc 1,000,000; plus
% of total co in excess of $1,000,000.
otal cost-shdall mean the gross cost of any one project. For the purpose of this paragraph, the ¢
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3. Amendment of Rates
The Overhead rates provided for in this Section III may be amended from time to time only by mutual agreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is responsxb]e for Joint Account Material and shall make proper and timely charges and credits for all 'ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property: how-
ever, at Operator’s option, such Material may be supplied by the Non-Operator. QOperator shall make timely dxsposmon
of idle and/or surplus Material, such: .disposal being made either through sale to Operator or Non-Operator, division in
kind, or sale to outsiders. Operaior may purchase, but shall be urnder no obligation to purchase, interest of Non-Opera-
toys in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-

tor shall be agrzed to by the Parties.

1. Purchases
Material purchased shall be charged at the price paid by Operator after deductlon of all discounts received. In case
of Material found to be defective or returned to vendor for any other reason, credit shall_be passed to the Joint

Account when adjustment has heen received by the Operator.

2. Transfers and Dispositions :
Material furnished to the Joint Property and Material transferted from the Joint Property or disposed of by the
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis-
counts:

A. New Material (Condition A)

-{1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property

where such Material is normally available.
(2) Line Pipe

(a) Movemeht of less than 30,000 pounds shall be priced at the current new price, in effect at date of
movement, as listed by a rehable supply store nearest the Joint Property where such Material is nor-

mally available.
(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para-
graph 2A (1) of thls Sectmn IV.

(3) Other Material shall be prxced at the curreni new price, in effect at date of ' movement, as listed by a reliable
supply store or f. ob railway recewmg pomt nearest the Joint Property where such Material is normally

" available.
B. Good Used Material (Condition B)
Material in sound and serviceable condition and ‘suitable for reuse without xecondltxomng

(1) Material moved to the Joint Property
(a) At seventy-five percent (75%) of current new pnce, as determined by Paragraph 2A of this Section IV

(2) Material moved from the Joint Property
(a) Al seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV,
it Material was originally charged to the Joint Account as new Materxal or

— —
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(b} at sixty-five percent (65%.) of current new price, as delermined by Paragraph 2A of this Scctlon
1V, if Material was orlgma!ly charged to the Joint Account as good used Materia) at seventy-five per-
cent (759%) of current new price.

The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material (Condmon C and D)
(1) Condition C

| Material which is not in sound and serviceable condition and not suitable for its original function until

after reconditioning shall be priced at fifty percent (50%) of current new price as delermined by Para-
graph 2A of ihis Section IV. The cost of reconditioning shall be charged to the receiving property, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B value,

(2) Condition D
All other Material, including junk, shall be priced at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis-
. pose of Condition D Material under procedures normally utilized by the Operator without prior approval
: of Non-Operators. ‘ .
' . - D. Obsolete Material !
| Material which is serviceable and usable for its original function but condition and/or value of such Material
: is not equivaient to that whicl. would justify a price as provided above may be specially priced as agreed {o by
' » ( the Parties. Such price should result in the Joint Account being charged with the value of the service ren-
! dered by such Material.

E. Pricing Conditions .
A » : (1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per C ’ |
T T : hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when |
B i actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section IL
(2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down
! price of new Material.

-4 ‘ 3. Premium Prices ;
ORI B Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes ;
3 : or other unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the
. required Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use,

and in moving it tc the Joint Property; provided 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 ten days after receiving notice from Operator, to furnish m kind all or part of his share
of such Material suitabie for use and accentable to Operator.

4. 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.

V. INVENTORIES .

The Operator :'shall matintain detailed records of Controllable Material.

1. Periodic Inventories, Notice and Representation

At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Material.
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inven- P
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators I
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator. :

2. Reconciliation and Adjustment of Inventories

Reconciliation of a physical’ mventory with the Joint Account shall be made, and.a list of overages and shortages
shall be furnished to the Non-Operators within six months following the takmg of the inventory. Inventory ad-
: justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be
‘ held accountable only for shortages due to lack of reasonable diligence. ‘ .

3. Special Inventories

Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
; be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
! place. In such cases, both the seller and the purchaser shall be governed by such inventory.

4. Expense of Conducting Periodic Inventories . > P
The expense of conductmg periodic Inventories shall not be charged to the Joint Account unless agreed to by the |
Parties.
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EXHIBIT “p"
H P &

Attached to and made a part of that Operating Agreement dated Junc 29; 1978,
and covering the $/2 SW/4 Sec. 20, T-24-5, R-37-E, Lea County, New Mexico
between DOYLE. HARTMAN, as Operator; and J. A. DAVIDSON, JACK FLETCHER,

et al, as Non-Operators.

% Operator, at all times while operations are conducted hereunder,
shall carry, and require its contractors to carry insurance to indemnify,
protect and hoia the parties hereto harmless as follows;

f : : 1. Insurance which shall comply with the Workmen's

: : Compensation, Employers Liability and Occupational

: - o Disease laws of the State in which operations

- - : hereunder are conducted;

2. Comprehensive general liability insurance with
- limits qf not less than:

vzfiiﬁé,f A. Bodily Injury:

ormony oo yinss

$100,000 per person and $300,000 for each
occurrence and,

B. Propertj Damage:

$100,000 for each occurrence and $300,000 in
the aggregate.

3. Automible 1iability insurance with 1imits of not
-less than:

A. ~ $100,000 per person and $300,000 per accident
pertaining to bodily injury to, or death of
persons; and, ‘

B. $100,000 per accident pértaining to loss of,
or damage to, property.

Upon successful completion of first well, all premiums paid on such

insurance shall be charged to the joint account. Except by mutual consent

of the parties, no other insurance shall be maintained for the joint account,

and all losseé not covered by such insurance shall be charged to the joint

account. .
Opérator shall not be liable to Non-Operator (s} for loss suffered on

account of the insufficiency of insurahce carried, or of the insuror with
whom carried, nor shall Operator be liable to Non-Operator (s)‘for any loss

accruing by reason of Operator's inébiIity to provide or maintain the insurance

above menfioned; provided, however, that if at any time during the life of

this agreement Operator is unable to obtain or maintain such insurance, Opgrator

‘shall promptly notify Non-Operator (s) in writing of suth“f§ct.~
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Examiner Hesring - Thursday - July 6, 1478

CASE 6263:

CASE 6264:

CASE 6271:

CASE 6272:

chsE 6273

2
Docket No, 22-78

(Continued from June 21, 1978, Examiner Hearing)

Application of Adobe Oil & Gas Corporation for compulsory ypooling, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks an order pooling all mineral interests in the Mississippian forma~-
tion underlying the NE/4 of Section 17, Township 14 South, Range 36 East, Austin Field, Lea County,
New Mexico, to be dedicated to a well to be drilled at a standard location thereon., Also to be con-
sidered will be the cost of drilling and completing said well and the allocation of the cost thercof
as well as actual operatinu costs and charges for supervision. Also to be considered will be the
designation of applicent as operator of the well and a charge for xisk involved in drilling said well.

{Continued from June 21, 1978, Examiner Hearing)

Application of Doyle Hartman for compulsoxy pooling and an unorthodox gas well location, Lea County,

New Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral interests in

the Jalmat Gas Pool underlying the W/2 NE/4 of Section 36, Township 24 South, Range 36 East, Lea
_ County, New Mexico, to form a non-standard gas proration unit to be dedicated to a well to be drilled
at an unorthodox location 330 feet from the North line and 2310 feet from the East line of said Sec-
tion 36. Also td be considered will be the cost of drilling and completing said wel)k and the alloca-
tion of the cost thereof as well as actual ‘operating costs and charges for supervision. Also to be
considered will be the designation of applicant as operator of the well and a charge for risk involved
in drilling said well.

Application of Doyle Hartman for compulsory pooling, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an ordexr pooling all mineral interests in the Queen formation underlying the s/2

4 of Section 20 as a non-standard gas proration unit for a Jalmat gas well, or in the alternative,
the SE/4 SW/4 of Section 20 for a Langlie Mattix oil well, all in Township 24 South, Range 37 East,
Lea County, New Mexico, to be dedicated-to a well to be drilled at a standard location thereon, BAlso
to be considered will be the cost of drilling and completing said well and the allocation of the cost
thereof as well as actual operating costs and charges for supervision. Also to be considered will be
the designation of applicant as operator of the well and a charge for risk involved in drilling said

well,

Application of Doyle Hartman for an exception to Rule 15 of Order No. R-1670, as amended, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks an exception to Rule 15 of Order No. R-1670,
as amended, which will allow him to produce his overproduced Etz Well No. 1, located in Unit D of
Section 7, Township 25 South, Range 37 East, NMPM, Jalmat Cas Pool, Lea County, New Mexico, at 60%
of its allowable until such time as the overproduction has been made up.

Application of Gulf Oil Corporation for creation of a new gas pool and special rules, including gas
prorationing, Eddy County, New Mexico. Applicant, in the above-styled cause, seeks the creation of
a new Morrow gas 700l in Eddy County comprising all, or portions of, Sections 24 and 25, Township 18
South, Range 24 East, and Sections 18 thru 20, 28 thru 30, and 32 and 33, Township 18 South, Range
25 Bast; applicant further ceeks the promulgation of special rules for said pool;-including the pro-
rationing of gas production on a straight acreage basis and the prohibition of more than one well to
each 320-~acre proration unit.
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Pocket Yo. 22-78

Dockets Nos. 23-78 and 24-78 are tentatively set for hearing on July 19 and August 2, 1978, Applications for
hearing nust be filed at least 22 days in advance of hearing date,

DOCKET: EXAMINER HEARING ~ THURSDAY - JULY 6, 1978

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

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

CASE 6265:

CASE 6266:

CASE 6267:

CASE_6268:

CASE 6269

CASE 6270:

CASE 6258:

CASE 6262:

AL A L L'

In the matter of the hearing called by the 0il Conservation Division on its own motion to permit Bedk
Producing Co. and all other interested parties to appear and show cause why the Cain State Well No. 1
located in Unit B of Section 16, Township 15 North, Range 33 East, Harding County, New Mexico, should
not be plugged and abandoned in accordance with a Division-approved plugging program.

Application of Harvey E. Yates Company for an uprorthodox gas well location, Eddy County, New Mexico,
Applicant, in the above-styled cause, seeks approval for the unorthodox location of an Upper Penn-
sylvanian test well to be located 660 feet from the North and East lines or, in the alternative, .890
feet from the North and East lines of Section 23, Township 22 South, Range 23 East, Indian Basin-
Upper Pennsylvanian Gas Field, Eddy County, New Mexico, all of said Section 23 to be dedicated to
the well.

Application of Yates Petroleum Corporation for compulsory pooliny, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Wolfcamp
and Pennsylvanian formations underlying the E/2 of Section 28, Township 17 South, Range 206 East,
Kennedy Farms Field, Eddy County, New Mexico, to be dedicated to a well to be drilled at a standard
location thereon. Balso to be considered will be the cost of drilling and completing said well and
the allocation of the cost thereof as well as actual operating costs and charges for supervision.
Also to be considered will be the designation of applicant as operator of the well and a charge for
risk involved in drilling said well.

Application of Southland Royalty Company for an unorthodox gas well location, San 'Juan County, New
Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox location of its
Reid Well No. 25 to be drillel in the SE/4 of Section 19, Township 28 North, Range 9 West, Blanco
Mesaverde Pool, San Juan County, New Mexico, said well being off-pattern for the first well on the
proration unit, the S/2 of Section 19.

Application of Marathon 0il Company for compulsory pooling, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks an order pooling all mineral interests in all formations from the top

-of the San Andres thru the Abo underlying the NE/4 NW/4 of Section 25, Township 16 South, Range 38

Past, Lea County, New Mexico, to be dedicated to a well to be drilled at a standaxd location thereon.
Also to be considered will be the cost of drilling and completing said well and the allocation of the
cost thereof as well as actual operating costs and charges for supervisiGn. Also to be considered
will be the designation of applicant as operator of the well and a charge for risk involved in
drilling said well.

Application of Enserch Exploration, Inc., for pool creation and special pool rules, Roosevelt County,
New Mexico. Applicant, in the above-styled cause, seeks an order creating a new oil pool in the
Fussleman formation for its Lambirth Well No. } located in Unit K of Sectijon 31, Township 5 South,
Range 33 East, Roosevelt County, New Mexico, and for promulgation of special pool rules, including
provision for 8C-acre spacing, a gas-oil ratio limitation of 3,000 to 1, and special well locatior
requirements.

{Continued from June 21, 1978, Examiner Hearing)

Applic%tion of Atlantic Richfield Company for compulsory pooling, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks an order pocoling all mineral interests in the Devonian, McKee, and
Ellenk:'rger formations underlying the S/2 of Section 21, Township 22 South, Range 36 East, Lea County,
New México, to be dedicated to a well to be drilled at a standard location thereon. Also to be con-
sidered will be the cost of drilling and completing said well and the allocation of the cost thereof
as well as actual operating costs and charges for supervision. Also to be considered will be the
designation of applic. '. as operator of the well and a charge for risk involved in drilling said well.

(Continued from June 21, 1978, Examiner Hearing)

Application of Adobe 0il & Gas Corporation for compulsory pooling, Lea County, New Mexico, Applicant,
in the above-styled cause, seeks an order pooling all mineral interests in the Mississippian forma-
tion underlying the SE/4 of Section 17, Township 14 South, Range 36 East, Zustin Field, Lea County,
New Mexico, to be dedicated to a well to be drilled at a standard location thexeon. Also to be con-
sidered will be the cost of drilling and completing said well and the allocation of the .cost thereof
as well as actual operating costs and charges for supervision. Also to be considered will be the
designation of applicant as operator of the well and a charge for risk involved in drilling said well,
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JASON W+ KELLAHIN
ROBEAY K, FOX
W, THOMAS KKLLAHIN

Mr. Joe Ramey

KELLAHIN and FOX

ATTORNEYS AT LAW
BOO DON GASPAR AVENUER
P. O. BOX 1769
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0il Conservation Division

P. O. Box 2088

Santa Fe, New Mexico 87501
Re: Doy le Hartman

Dear Mr. Ramey:

Please set the enclosed forced pooling application

for hearing on July 6, 1978,

WTK :k fm

Enclosure

. Thomas/Kellahin 4

CC: Mr. James A, Davidson
Mr. Doyle Hartman

TELEPHONE OA2-4348
ARSA CODR 808
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MWMETME‘“’(
OIL CONSERVATION DIVISION
STATE OF NEW MEXICO

i IN THE MATTER OF THE APPLICATION 51
| OF DOYLE HARTMAN FOR COMPULSORY bz b 7
POOLING, LEA COUNTY, NEW MEXICO

APPLICATION ;

COMES NOW boyle Hartman, and as provided by Section

65-3-14, New Mexico Statutes Annotated, 1953 Comp., as
amended, applies to the 0il Conservation Commission of New '
Mexico for an order pooling all the mineral interest in and
under the S/2SW/4 of Section 20 for a Jalmat gas well or in
_the alternative the SE/4S5W/4 of Section 20 for a Langlie
Mattix 0il well all in Township 24 South, Range 37 East,

Lea Codnty, New Mexico and in support thereof would show the

division:

A nroetes.

1. Applicant is an operator in the S/2SW/4 of Section

20.

VYA (i Sy VA5

2. Applicant has obtained voluntary agreement for pooling

from all but the following:

£
Name Interest

Curtis R. Burch and
Dubert Dennis, Trustees
for T. J. Horsley Estate

P, 0, Box 1360 , ~ A
Wewoka, Oklahoma 74884 1/32 lg SE/SW
Mrs. Sally Holt Ingerton ,

2601 Bowie ;
Amarillo, Texas 79109 1/48 4? 56/5“)

/1
L3
(.




The First National Bank of Fort Worth
Independent Executor of the Estate of
Julia C. Granville, Earnest B. Granville
and Robert Leroy, Devisees in the

Estate of Julia C. Granville

c/o The First i.ational Bank Building
Fort Worth, Texas 76102 1/48 cg SE /s

LEstate of John Birdsong
c¢/o Mr. Allen B. Conner
Attorney at Law

20 O e 16105 1/48 9 55/5*/

3., Applicant proposes to drill a well 330 feet from
the South line and 1650 feet from the West line of said
Section 20 at a projected depth of 3750 feet to the Queen
formation and to complete either:

(a) As a Langlie Mattix producer and dedicating a
40-acre proration unit to said well consisting of the SE/4
sw}4 of Section 20; or

| (b) As a Jalmat Gas well and dedicating an 80"acre’ga§”
proration unit to said well consisting of the S/2SW/4 of
said section 20.

4, Applicant has”been unable to obtain voluntary agree-
ment for the pooling of the unpooled interests indicated in
paragraph 2 above, and in order to avoid the drilling of
unnecessary wells, to protécf correlative rights, and to
prevent waste, the Division should pool all interests in the
spacing or proration unit as a unit.

WHEREFORE, Applicant respectfully requests that the
Division set this matter for hearing before the Division's
duly appointed examiner, and that after notice and hearing
as required by law the Division enter its order pooling all
interest underlying the»w+%Hﬁ+*"6f'Settéen—ééq’*vwﬂshéﬁ—JA-
.M., Lea County, New Mexico, and

34 > ’ * .

designating applicant operator'of the pooled unit, together

oy




with provision for applicant to recover its costs out of
production including a risk factor to be determined by the

Division and with provisions for the payment of operating

costs and costs of supervision out of production to ve

allocateh among the owners as their interest may appear and
for such further orders as hay be proper in the .premises.
Respect fully submitted,
DQYLE HARTMAN

By

ellahin '
P. 0. Box 176
Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT
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BEFORE THE«-Cur.. - .
Grata T

OIL CONSERVATION DIVISION
STATE OF NEW MEXICO

(_0'27/

IN THE MATTER OF THE APPLICATION
OF -DOYLE HARTMAN FOR COMPULSORY
POOLING, LEA COUNTY, NEW MEXICO

APPLICATTION

COMES NOW Doyle llartman, and as provided by Section
65-3-14, New Mexico Statutes Annotated, 1953 Comp., as
amended, applies to the 0il Conservation Commission of New
Mexico for an order pooling all the mineral interest in and
under the S/2SW/4 of Section 20 for a Jalmat gas well or in
the alternative the SE/45W/4 of Section 20 for a Langlie
Mattix o0il well all in Township 24 South, Range 37 East,

Lea County, New Mexico and in support thereof would show the
division: :
1. Applicant is an operator in the S/2SW/4 of Section

20.

2., Applicant has obtained voluntary agreement for pooling

from all but the following:

Namév . Interest

Curtis R. Burch and
Dubsrt Dennis, Trustees
for T. J. Horsley Estate
P. 0. Box 1360

Wewoka, Oklahoma 74884 1/32

Mrs. Sally Holt Ingerton
2601 Bowie -
Amarillo, Texas 79109 1/48

i, NI NN
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The First National Bank of Fort Worth

Independent Lxecutor of the lstate of

Julia C. Granville, Earnest B. Granville

and Robert Leroy, Devisees in the

Lstate of Julia C. Granville

c/o The First National Bank Building

Fort Worth, Texas 76102 1/48

! Estate of John Girdsong
c¢/o Mr. Allen B, Conner
Attorney at Law
920 0il and Gas Building
Fort Worth, Texas 76102 1/48
3. Applicant proposes to drill a well 330 feet from
the South line and 1650 feet from the West line of said
Section 20 at a projected depth of 3750 feet to the Queen
formation and to complete either: | . : :
(a) As a Langlie Mattix producer and dedicating a
40-acre proration unit to said well consisting of the SE/4

SW/4 of Section 20; or

(b) As a Jalmat Gas well and dedicating an 80-acre gas

proration unit to said well consisting of the S/25W/4 of
said section 20, | |

4. Applicant has been unable to obtain voluntary agree-
ment fo.. the pooling of the unpooled interests indicated in |
paragraph 2 above, and in order to avoid the drilli;g of
qnneCessary wells, to protect correlative rights, and to : -
preveﬂt waste, the Division should pool all interests in the
spacing or proration unit as a unit.

WHEREFORE, Applicant respectfully requests that the

o

Division set this matter for hearing before the”Diviéion's

~duly appointed examiner, and that after notice and hearing

as required Ey law the Division enter its order pooling all
_ interest underlying the W/2NE/4 of Section 36, Township 24 . v" .;
h Soﬁth, ﬁangg 36 Last, N.M.P.M., Lea County, New Mexico, 'and ' :

designating applicant Operétof of the pooled unit, together




with provision for applicant tc recover its costs out of

production including a risk factor to be determined by the
g Division and with provisions for the payment of operating
costs and costs of supervision out of production to be i

allocated among the owners as their interest may appear and

o e

for such further orders as may be proper in the premises,
Respectfully submitted,
DOYLE HARTMAN

By

ahin
\ P, 0. Box 1769
Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT
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BEFORE THE
OTL CONSERVATION DIVISION
5 : . W :
STATE OF NEW MEXICO C;th){

IN THE MATTER OF THE APPLICATION
OF DOYLE HARTMAN FOR COMPULSORY
POOLING, LEA COUNTY, NEW MEXICO

APPLICATION

COMES NOW Doyle llartman, and as provided by Section
65-3-14, New Mexico Statutes Annotated, 1953 Comp., as
amended, applies to the 0il Conservation Commission of New
Mexico forkan order pooling all the mineral interest in and
under £he S/25W/4 of Section 20 for a Jalmat gas well or in
the alternative the SE/4SW/4 of Section 20 for a Langlie
Mattix oil well all in Township 24 South, Range 37 East,

Léé County, New Mexico and in support thereof would show the
division:

1. Applicant is an operator in the S/2SW/4 of Section

20.

7

2. Applicant has obtained voluntary agreement for pooling:

from all but the following:

Name S Interest
Curtis R. Burch and

Dubert Dennis, Trustees

for T. J. Horsley Estate

P. O. Box 1360

Wewoka, Oklahoma 74884 ' 1/32
Mrs. Sally Holt Ingerton

72601 Bowie | _

Amarillo, Texas 79109 ’ 1/48

T




The First National Bank of Fort Worth

Independent Executor of the Lstate of

Julia C. Granville, Earnest B. Granville

and Robert Leroy, Devisees in the

Estate of Julia C. Granville

c/o The First National Bank Building

Fort Worth, Texas 706102 1/48
Estate of John Girdsong

c/o Mr. Allen B. Conner

Attorney at Law

920 0il and Gas Building S _
Fort Worth, Texas 76102 E 1748

3. Applicant proposes to drill a well 330 feet from
the South line and 1650 feet from the West line of said
Section 20 at a projected depth of 3750 feet to the Queen
formation and to complete either:

(a) As a Langlie Mattix producer and dedicating a
40-acre proration unit to said well consisting of the SE/4
SW/4 of Section 20; or

(b) As a Jalmat Gas well and dedicating an 80-acre gas
proration unit to said well consisting of the S/2SW/4 of
said section 20.

4, Applicant has been unable tc obtain voluntary agree-
ment for the pooling of the unpooled interests indicated in
paragraph 2 above, and in order to avoid the drilling of
unnecessary wells, to protect correlative rights, and to
prevent waste, the Division should pool all interests in the
spacing or proration unit as a unit.

WHEREFORE, Applicant respectfully requests that the
Division set this matter for hearing before the Division's

duly appointed examiner, and that after notice and hearing

as"réquired by law the Division enter its order pooling all

interest underlying the W/2NE/4 of Section 36, Township 24

South, Range 36 East, N.M.P,M., Lea County, New Mexico, and

designating applicant operator of the pdbléd”dnit,’tdgether
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with provision for ap
production inc’ wding

Pivision and with provisio

plicant to rccover its costs out of
a risk factor to be determined by the

ns for the payment of operating

costs and costs of supervision out of production to be

allocated among the owners as t

for such further orders as may be proper in the premises.

o o A W

Respectfully submitted,

DOYLE HARTMAN

By

heir interest may appear and

Xellahin § Fox
P. 0. Box 1769
Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT
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the alterpative, g the SE/4 SW/4 ofwgection 20
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. _ 6271

Order No. R~ 57069

APPLICATION OF DOYLE HARTMAN FOR
COMPULSORY POOLING, LEA COUNTY,
NEW MEXICO.

| PR

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on July 6

19 78 , at Santa Fe, New Mexico, before Examiner Daniel S. Nutter

NOW, on this day of July r 1978 , the Divisio

Director, 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 reguired by
law, the Division has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Doyle Hartman, '

seeks an order pooling all mineral interests
i

Soxmation underlying the _s/2 sw/4

of Section _20 . Township 24 South . Range 37 Bast

AT AN T e

NMPM, ~ ———— T~ Lea County, New

Mexico

axxaxkangiiexua xxxaxixwekt
as a non-standardggas proration unit £oxaa-la§m§tsggszjaéi
Al meieorel inctiriets i e Lavenfore oad.
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-
Cagse No.
Order No, R~

©¢
to drill a well at a standariﬁlocation thereon .

(3) Thét the applicant h the right to drill and proposes
}B M o ol el

(4) That there are in;erest owners in the proposed proration
; unit who have not agreed to pool their interests.
f f ) (5) That to avoid the drilling of unnecessary wells, to .
: ‘ § protect correlative rights, and to affofd tc the owner of each
interest in said unit the opportunity to recover or receiv? " 4
| without unnecessary expense his just and fair share of tthQQZ
in said pools thé subject application should be approved by
pooling all mineral interests, whatever theg may be, within said
unit.

(6) That the applicant should be designated the operator

‘;n'ﬁ e of the subject well and unitS.

ﬁzy-;:;fff”f“ (7) That any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reasonable
well costs out of production.

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

withheld from production his share of the reasonable well costs

W

plus an additionalie? thereof as a reasonable charge for th
risk involved in the drilling of the well.

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

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

well costs exceed reasonable weil costs.

e
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Case No, L d |

order No. R~ e _

{11) Thaté[émm per @should be fixed as & reason-
able charges for supervision (combined fixed rates); that the

operator should be authorized to withhold from production the

proportionate share of such supervision chargesattributable to
each non-consenting working interest, and in addition thereto,
the operator should be authorized to withhold from production
the propoitionate share ofbactual expenditures required for-
operating the subject well, not in excess of what are reasonable,
attributable to each non-consenting workiné intérest.

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

s | . {13) That upon the failure of the operator of said pooled

unity teo. commence drilling of fz\e well to which said unitgis ere

/IJQ78 , the order

pooling said unit$should become null and void and of no effect

dedicated on or before @

B o s b S MR Y AL e .

&whatsoever .

erarv————

e IT IS THEREFORE ORDERED:

- ' (1 That a l mineral interests, whatever they may be,
el . in the(/ Queen £ermation underlying the %f%/_

of Section 20 , Township 24 South , Range 37 EAst '

i
2
NMPM, ~— ’ Lea County, New Mexico ;
1

UL - 8 W :

are hereby poo}ed to form ads andard 0—— acreggas pa J.n
AR 262 huuerod M.,.,zam,,, : De, in i,,a“,
and proration uni SRR TG 5 :‘~ o -'-v-- ek i

(el du.\ﬂ? Yoo SEfe s ¢ ,,’ e .a'Z - fos
h“-’ A " [ 2" I_-l -_ “m'..‘ ‘,‘ - oo alra .’ ) L.i:_‘m . T <L‘;_‘ 2L :?:;
L) itk 2ot [or el 22 ke ¢ VeekBll 5 a wile <@

PROVIDED HWEVER, that the operator of said unitgshall

llcommence the drilling of said well on or before the —éig*’,day of
@a\(e@,{, , 1978 , ana shall thereafter continue the drilling

of said well with due diligence to a depth suffieient to test the

R
e
- L ‘ formation; A
I PROVIDED FURTHER, that in the event said operator does not

_lcommence the drilling of said well on or before the nnrs]l: " day of
p h ' 19 zg Order (1) of this order shall be null

anad ~vo;i.d and of no effect whatsoever; unless saJ.d operator obta:ms

a time extension from the : pivision for good cause shown.




well costs; provided however, that if there is an objection to

‘determine reasonable well costs after public notice and hearing.

R P o T T ¥ N P T L PRty

PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Division Director a
show cause why Order (1) of this order should not be rescinded.

(2) That Doyle Hartman is hereby designated

the operator of the subject well and unitg,

(3) That after the effective date of this order and within
30 days prior to commencing said well, the operator shall furnish
the Division and each known working interést owner in the subject
unitsan itemized schedule of estimated well costs.

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

not be liable for risk charges.
(5) That the operator shall furnish the Division and each

known working interest owner an'itemized schedule of actual well
costs within 90 days following completion of the well; that if
no objection to the actual well costs is recelved by the Division
and the Division has not objected within 45 days following receipt

of said schedule, thé actual well costs shall be the reasonable
actual well costs within said 45~-day period the Division will
(6) That within 60 days following determinatidn of reason-

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

has paid his share of estimated costs in advance as provided

nd
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Case No.
Order No. R-
above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

" (7) That the operator is hereby authorized to withhold
the foliowing costs and charges from production:

(A) The pro rata share of reasonable well co‘sts
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from f:he

‘date the schedule of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, 2%&1@&4 of the pro rata
share of reasonable well costs attributable
to each non-consenting working interest
owner who hés not paid his share of estimated -
well costs within 30 days from the date the
schedule of estimated well costs is furnished
to him. |

(8) That the bperator shall distribute said costs and
charges withheld from px.o ion to the parties who advanced
the well costs. % 0.0044‘/’)#‘010‘”\)
"~ (9) That ¥/$00,00 per monthArs- hereby f:.xed as ‘- reasonablg
charges for supervision {(combined fixed rates); that the operator
is hereby authorized to withhold from production the proportionate
share of such supervision chargegattributable to each non-
consenting working interest, and in addition thereto, the operator
is hereby authorized to withhold from pr’oduction the proportionajte
share of actual expenditures req\nred for operating such well, ’

not in excess of what are reasonable, attrlbutable to each non-=

consenting working interest.

-
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Case No,
Order No. R~

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

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

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

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

entry of such further orders as the Division - may deem necessary.

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

designated.
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