_MAURICE L. SROWN CO. FOR Cow:
POOLING, LEA COUNTY, NEW MEXICO
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STATE OF NEW MEXICO

ENERGY anD MINERALS DEPARTMENT

UiL CONSERVATION DIVISION .

POST OFFICE BOX 2088
STATE LANO OFFICE BUILDING
SANTA FE, NEW MEXICO B7501

[S0%) 827-2434

Re: CASE NO. 6875

Mr, William F. Carr ORDER NO.__ R~6343 o
Campbell and Black b
Attorneys at Law )

Post Office Box 2208 Applicant:
Santa Fe, New Mexico

Maurice L. Brown Co. :

Dear Sir: ‘ % far*”"

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

urs very tru ,”’“)
(Tt 2

, Y,

o ,
- JOE D, RAMEY
Director

JDR/fd

Copy of order also sent to:

Hobbs OCD x
Artesia OCD x ;
Aztec OCD

Other




Tenneco Oil

Exploration and Production
A Termneco Company

Southwestern Division

6800 Park Ten Bivd. « Suite 200 North
San Antorso, Texas 78213
(512) 734-8161

May 25, 1979

Maurice L. Brown Company
Suite 200 Sutton Place Building
Wichita, Kansas 67202

-Re: LCM Request (MR-3227)
NW/4 Section 4, T9S-R34E
Lea County, New Mexico
Jenkins Area

Attn: Don Littell
Gentlemen:

Please be advised that Tenneco 0il Company will grant a Lease of Company
Minerals Agreement covering the captioned acreage under the following terms:

1. M. L. Brown Company to commence the drilling of a San Andres
test within ninety (90) days of a mutually acceptable agreement.

2. Upen completion of the test well as a commercial producer,

Tenneco will execute and deliver to M. L. Brown Company an oil and
gas lease subject to a 25% royalty. At such time as the test well
shall reach a payout status, Tenneco shall then have the option to
convert 1/2 of the 25% royalty to a 1/3 working interest, propor-

bZmmabnie madnrinis The Teace <natl be 1imited to 100' bolow

- e —— - PR

deepest depth drilled.

3; Tenneco shall retain a call on production on the full 25%
mineral interest.

4. Tenneco does not warrant titile.

5. Any joint operations would be conducted under the terms of a
mutually acceptable operating agreement, using an AAPL type form which
would designate M. L. Brown Company as Operator.



Maurice L. Brown Company Page Two.

If the aforementioned conditions meet with your approval, please execute
and return one (1) copy of this letter to this office. Upon receipt, we
shall prepare the formal agreement. :

Yours very truly,
TENNECO OIL COMPANY _
;237;755? 2252429i§¥ ’

M. M. Hinze
Land Supervisor

-l
y -
~d -
uw

Agreed and accepted this | day of s

-

-

i - — Accepted subject to the stipulation
Maurice L. Brown Company v that the meaning of Paragraph 2
, ’ ' above is as follows:

Revenue
MMH:cs Intervest
(A) Tenneco's interest in NW/4 Sec. 4 before payout;
25% R.I. on 4 net acres = 25% x 25% .06250
(B) Tenneco's interest in NW/4 Sec. 4 after payout if o
Tenneco exercises the conversicn option (Tenneco
agrees to exercise such option within 90 days of the
and ~f the month in which payout occurs):
Tenneco woula Keep 2 wo Cl28 .03125
Tenneco would exchange other % for a working
interest; 1/3 x 25% .08333
‘Tenneco W.I. would be subject to its share X
of Royalty Interest; .08333 x .125 {.01042) .07291

-104167




Tenneco Oil ‘ @ "
Exploration and Production ~ :
A Tenneco Company )

Southwestern Division . 0K 14 1979

6800 Park Ten Bivd. « Suite 200 North '
San Antonio, Texas 78213 -
{512) 734-8161

June 14, 1979

Maurice L. Brown Company ; S
Suite 200 ; ST
Sutton Place Building

Wichita, Kansas 67202

Re: Lease of Company Minerals Request
{MR-3227) NW/4 Section 4,
T9S-R34E
Lea County, New Mexico
Jenkins Area

Attn: Don Littell
Dear Don:
Please be advised that since your request covers Tenneco minerals, we are

unable to recommend granting a lease on the terms you requested, as per
your letter of June 7, 1979. Therefore, the terms of my letter dated

May 25, 1979. are the terms under which a possible agreement could be .
reached.
Yours very truly, RS
TENNECO OIL COMPANY SR
R
7 e S
M. M. Hinze o
Land Supervisor
M:cs ;

B S g VU SR PUr Iy F e A
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vt MAURICE L. BROWN comeranxy

SUTTON PLACE BULDING. SUITE 200, WICHITA KANSAS 67202 EHXL 46

June 7, 197¢

Tenneco QOil ‘o
6300 Park 71en Blvd. - Suite 200 North
San Antonic, Texas 78213 - f

Re: LCM Request (MR-3227) :
NW/4 Section 4, T9S-R34E :
Lea County, New Mexico
Jenkins Area

Attn: M. M. Hinze
Gentlemen:

Thank yocu for your letter of May 25, 1979 concerning subiect matter. The
terms quoted in that letter are adreeable with vse with the cxcepticn of
ine working inieteszi "back in' at payout wider item FZ.

we feel this well would be one of low reserves, and anything above the 25%
royalty makes +thc projoct infczzirlc for us.

1f Tenneco would h= agrzesable ¢2 ram~ving the "back in", we would be most
happy to proceed.

Thank you.
Very truly vours,

THi MAURICLC L. ILiw: JCHDRNY

»

o -~ a i ’{'"
- /¥
N KA
Don Littxhj. 4

Land Manager

DL:pm
cc: FN,BG,MLB,NE,RP

e R e R U U T
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COMPANY
{316)265-465

March 26, 1979

Mineral Owners (List Attached)
NW/4 Section 4-T9S-R34E
Lea County, New Mexico

Lsdies and Gentlemen:

The Maurice L. Brown Company acquired the BTA 7103 JVv-D,
Evans lease from BTA 0il .Producers, 104 South. Pecos, Midland, Texas,-=-
on January 1, 1975. The producing well, #1 Evans (1980' FNL and

1980' FWL, Sec. 4—95—3‘4E) was plugged and abandoned in September,
1978, with the leasehold reverting back to Addressees.

The Msurice L. Brown Company propcses to drill a well on
this quarter-section to test the San Andreas tormation. We propose
a lease covering rights to the base of the San Andreas for a two-
year period at $50.00 per acre and a 3/16ths royalty. If these terms

are saiisfactery, please advise.

es wish further jnformation or desire

Should any of Addresse
to the undersigned, or

we would welcome a call

further djscussion,
at 1-800-835-2996.

to Mr. Frank Novy,
Yours very truly,

THE MAURICE L. BROWN COMPANY
g 7

Don Lig:e 11

f mnA Manarsavy
R -

DL.:mg

rttachment

cc: FN, DH, VH, SP, CP, BG,
MLB, RRP, NE, CG, PB




Frank O. Elliott Living Trust

MINERAL OWNERS

wWw/4 Saction 4-T9S5-~-R34E

/4 &

lea County,

New Mexico

Percentage

Ownership

Edna Ione Hall Living Trust
C/0 Elliott 0il Co.

P.O. Box 1355

\

% Ruyalty

ne eash

12.50000%
12.50000%

/—;e;aeco 0il Ccampany )4- Rt al

Mike Hinze

Roswell, New Mexico 88201

Fanaie Gae Markham Ratliff
Billy Jo Markham

2248 Demaret

Mesa, Arizona 85205

C. B. Markham, Jr.

P.0. Box 921

Truth or Conseguences, N.M.

John Markham

Sallie Mae Markham White
3418 36th Street

Lubbock, Texas

79413

Julia Ruth Markham Proctor

2506 Redbud

Odessa, Texas 79760

Jack Markhanm

87901

Suite 1212, l1lst Nat'l. Pioneer Bldg.

1500 Broadway

Lubbock, Texas 79401

Thomas Weldon Evans

Bertha L.

-~

1210

pv o ut4-g

Lubbock, Texas

Evans
55th Strreec

79400

Lorene E. Whitley Longwell
1204 Parkland Drive

Aztec,

New Hexico 87410

Odessa M. Whitley

Roswell BHwy.

Tatum, New Mexico 88267

3.57723%
3.57723%

3.57723%

3.57723%
3.57723%

3.57722%

3.57722%

6.23985%
6.23986%

6.23985%

© 6.23985%

Attn:

Zarhs

ot 3 5

6800 Parkten Blvd., Ste.

San Antonio,

Texas 78213

M§70C ..; R.,,.Iﬁ.,

ZOONoth

ﬁad(ln@[‘

25 00000%
wX. oe }'

C%,QW

e aa——

_/

100.00000%



1980

January 9.

penneco Oil
Mr. M. M. Hinze
- suite 200 North

6800 Park Ten Blvd.
TeXxas 78213

San antonio,
Re: ICM Request (MR—3227)
NW/4 Section &, 79S-R34E
Mexico

Lea County. New

1979 The Maurice L. Brown Company proposed to lease Tenneco's
in captioned quarter section. ©On May 25, 1979 Tenneco responded
sal with the enclosed letter.

Gentlemen:

on March 26,
1/4 interest

to that propo
duled

of subject minerals and have sche
We wish to consumate an agree-

se the other 75%
of these texrms is conditioned

We now have undexr lea

a San Andres well to be gpudded May 15,

ment as stated in Tenneco's jetter. Our acceptance

upon our agreemen i £ paragraph 2 is as we have explained it

at the bottom of the letter- d to Paragraph 5 of Tennece's 5/25/79

letter, W€ enclose a CopY of our operatind agreement, which is an AAPL type-
arliest convenience.

B We will appreciate hearing from you at your €

very truly yours,
BROWN -COMPANY

THE MAURICE L.




Tenneco Oil :
Exploration and,?roduction

A Tenneco Company
Southwesterm Davision

GSWParkTensNd‘-SLﬁle 200 North
San Antonio, Texas 78213

(512) 734-8161 February 25, 1980

Maurice L. Brown
suite 200 gutton Place Bldg.
wichita, Kansas 67202

RE: c-13772 - Lease of

Company Minerals under- ‘

lying: Lots 3 & 4, S/2 NW/4 ¢
section 4, 1-9-S, R-34-E, L€2 ' .

- County, New Mexico (“contract
1ands™)

Gentlemen:

This contract shall confirm and set forth our agreement providing
for youTl drilling, testing, completing, and equipping of a test well
for the production of oil and/OT gas and thereby earning an 0il and
gas lease covering ouT interest in minerals under the captloned
lands.

The terms and conditions of our agreement are as follows:

1. You shall have the right and option gntil June 1, 1980, to
commence, oI cause to be commenced, the actual drilling of a well
(herein called vtest well®) for 0il and/oT gas at a 1awful location
upor the contract l1ands, and to thereafter dlligently attempt toO
dgrill such well to a depth sufficient to adequately test the San

Andres formation, (herein called ncontract depth"). such test well
Secompleted and equippe to produce or plugged and apandoned
VlLLi: civtv {60) days after cammencement of drilling operations.

Yyou may not drill tos . —-+ wall DelOW contract gepii.

2. If in the drilling of the test well nereunder anc prauvr % ite
having reached contract depth, there is encountered some
1mpenetrable substances or other drilling conditions which makes it
impossible OT impracticable to continue drilling using methods
normally utilized in the industry: or should you, after having
reached contract depth and subsequent thereto, attempt to complete
, yet are unable toO do so due to mechanical
gifficulty orf conditiocn of the hole, you shall have the option of
grilling 38 well in substitution therefor in order to satisfy the

LTOEP 111A 1278
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terms and conditions of this agreement. If you elect to drill such
a substitute well, the actual drilling thereof must be commenced
within thirty (30) cays of the date upon which the drilling or
completion attempt of the previous well shall have ceased and said
substitute well shall be drilled at a mutually acceptable lawful
location near the location of the abandoned well. Any such
substitute well must be completed and fully equipped to produce or-
plugged and abandoned withia:sixti (80) _days afterocaommencement of
drilling operations thereon and it shall be drilled, tested,
completed, equipped, information furnished, etc., all in the same
manner as the test well for which it is substituted. Reference

herein to the test well shall include any substitute well drilled
therefor.

3. The entire cost, risk and expense of whatsoever nature incurred
as a result of drilling, testing, completing, equipping and/or plug-
ging and abandoning the test well shall be borne solely by you.

4, (a) In connectinon with the drilling of the test well you agree
to furnish to Tenneco 0il Company ("Tenneco"), punctually after
receipt, copies of all surveys, logs and/or tests taken and any
other information or data obtained from the drilling of such-
well. You shall also furnish a daily drilling report showing
the current progress and activities in connection with any such
well drilled, which report shall include the status of the
operation, depth, crooked hole tests, character and names of the
formations encountered, shows of o0il, gas, or water and detailed
reports of all drillstem tests or other production tests. All
logs and surveys shall be run from bottom of surface casing to
total depth drilled. You shall run at least one (1) porosity
tool and one (1) resistivity tool of your choice.

{b) Further, punctually after receipt you agree to furnish the
following material to Tenneco free of cost:

1. Two field prints, one sepia, and two final prints of all

electric surveys.
Two -field prints and two final prints of all Mud logs.

Two copies of all DST charts (with evaluatizcns), open
flow tests, and BHP surveys.

Two final prints of all Velocity Surveys.

Two copies of all Core and Fluid Analyses.

Two certified copies of Drillers & Drilling Time Logs.
Two copies of all Survey plats and elevations.

Two copies of all forms reguired by any State and
Federal Regulatory body.

R




9. One resistivity log.
10. One porosity log.

(c) The test well drilled hereunder shall be bottomed at a iaw-
ful location.

5. 1In connection with operations performed hereunder, and in con-
nection with your operations upon any lease granted to you here-
under, you agree:

(a) To indemnify and hold Tenneco harmless from any loss, risk,
expense, cost, damage, or liability (including but not limited
to attorney's fees incurred in connection therewith), incurred
or arising from or as a result of your operations.

{b) You shall be liable to the owner(s) of the premises or any
part thereof for all damages to the surface of the land or to
the crops, timber or grass thereon, or for pollution of or dam-
age to any wells or waterways, or for injuries to or dzath of
any animals or for damage to or destruction of any other person-
al property for which liability may exist.

(c) You shall fill in pits which may be dug in connection with
any operations hereunder and restore the surface of the lands on
which such operations are conducted as nearly as possible to its
original condition, plug and abandon any wells which are not to
be proauced, all at your sole cost, risk and expense and in ac-
cordance with the applicable lease provisions and any regulation
of any governmental regulatory body having jurisdiction thereof.

(d) Tenneco representatives and/or agents shall at all times
have access to the derrick rFloor to inspect and observe drilling
operations.

{e) You and your contractors and subcontractors shall, during
the drilling and completing of any such wells and during the
performance of all operations, carry the following described
minimum insurance coverage with a company satisfactory to
Tenneco.

1. Employers iiability and Workmen's Compensation Insur-
ance coverinyg wvoe Saopllycee ~f vonr rcontractors and subcen-
tractors engaged in operations hereunder, in compliance
with the laws of the state in which operations hereunder

are to be performed;

2. General Public Liability Insurance in connection with
all operations conducted by you or your contractors and
subcontractors with bodily injury or death limits of
$1,000,000 for injury to or ueath of any one person,
$1,000,000 for injury tc cr death of more than one person
resulting from any one accident, and for property damage

porven




with a limit of $1,000,000 for damage to prcperty for each accident,
and;

- ] 3. Automobile Public Liability and Property Damage Insur-

’ ance in connection with all operations conducted by you and

your contractors and subcontractors with bodily injury or

death limits of $1,000,000 for injury to or death of any -
one person, $300,000 for injury to or death of more than

one person resulting from any one accident, and for proper-

ty damage with a limit of $50,000.00 for damage to property

for each accident.

You shall furnish certificates, in duplicate, evidencing such
insurance to Tenneco at the address shown herein prior to the
- commencement of any operations hereunder.

6. If you desire to plug and abandon the test well under

circumstances when you do not have the right to drill a substitute o
well for the well to be plugged and abandoned, or hav1ng such right RS
do not elect to drill such a substitute well, TernRec ave the

right and option to take it over to drill deg
completion. You shall give Tenneco at leas

intended abandonment and if it elects to sbo
shall forfeit, release, and relinquish your right to earn any lease
hereundér, and you shall also convey to Tenneco all of your interest
in and to the drilling, spacing or proration unit upon which the
well is .located and to the well and material and equipment therein,
thereon or appurtenant thereto, which is attributed to the interest
subject to this agreement which Tenneco desires to acquire, same to
be free and clear of all liens, charges, and encumbrances not in
existence on the date hereof. If Tenneco so takes over such well,
Tenneco will pay you the actual salvage value of all salvable
materials and equipment in the well so taken over by Tenneco at the
time of take-over, less the cost of removing and/or recovering

s Cly same. If-Tenmecp so takes over the well, you shall bear alil

e _expenses, up tot time of actual take-over, including up to

. forty-eight (%/) ours of rig stand-by time subsequent to notice of
<;\\;nten§*59faba don, but Tenneco shall bear the expense of its
attempted completi or

subsegquent a]unnlna and abandonlng

-
" wva P Nt et

’

iV
7. Upon your drilling of the test/ well hereunder, or a substltute

- well therefor, to contract depth, w1thln the time and in the manner

' provided and the completion and e uxpping of such well (herein

) called "earning test well") as a fwell capable of producing oil
and/or gas in paying quantitites enneco will execute and deliver
to you an oil and gas lease (substantia in the form attached
hereto as Exhibit A covering that portion of the contract lands
included in the spacing or proration unit for such well, but only

from csurfare t5 a depth one hundred feet (180') belcw the deepgest
narf1ﬂ1natlﬂ0‘\\

b & e
-~

producing interval in the earning test well, “All non
yzitiesand/or prod t—fow—pa—ymtﬁ?e’m prior to the 9

O and/ort gt
this agreement which burden the interest Tenneco will lease to youy
shall be paid by you to the owners thereof

CP T A Y P I T T




:

out of the royalty payable to Tenneco in said lease and the royalty
to be received by Tenneco shall be reduced by ithe amount of such
non-participating royalties and/or production payments paid by you.
Any oil and gas lease executed and delivered to you pursuant to this
agreement, shall be dated as of the date the completion rig is
removed from the earning test well and shall conrtain the provisions
of the form of o0il and gas lease which is attached hereto as Exhibit
"A" and made a part hereof.

8. Payout shall occur when thé proceeds of all the production from
the test well (exclusive of rpyalty, overriding royalties and
procduction payments in exist¢nce and of record on the date herecf,
and taxes chargeable to<these interests) equals all of the costs
incurred by you in drilling, testing, completing and equipping said
well for production, plus all the costs incurred by you in operating
said well during such time. Upon payout, you shall notify Tenneco
of such event, and Tenneco shall have the option which must be
exercised within thirty (30) days after notice of payout, to require
a release unto Tenneco of an undivided fifty percent (50%) of the
original interest in the lease attached hereto as Exhibit A which
you may earn hereunder in return for which Tenneco shall be credited
with a working interest in the well based upon Tenneco owning a -
one-third working interest in the contract lands committed to the
drilling, spacing or proration unit for such well all of which shall
be reflected on Exhibit A to the operating agreement applicable to
such well. Costs of operating the well shall be borne as provided

“in the operating agreement which shall be an A.A.P.L. 610 Model Form

Operating Agreement 1977 - Individual Loss, which shall contain
among other provisions the following:

a) Maurice L. Brown shall be named Operator,
b) Exhibits A thru F shall b
shall have a drilling well rate of 52500 p
development well rate/of $250 per da
hereto—as—Exhivit B: \7
¢) THAYrtirle IV.A: Option 2 shall be selected; 0K
d) Article VI.A: The test well drilled hereunder shall be
considered the Inltlal well.oK
<) article VI.B.2.(b) shall be completed with 300%; OK
f) Article VI.U 1> mall cubjiert to paragrapn 2 of +hn lease
attached hereto as Exhibit A.
g) Article VI1.D.1l: Option 2 shall be selected;
ox h) Article VII.D.3: $25,000 and $10,000 shall be inserted
respectively;
ol i) Article VII.E: Complete with 1/8 royalty;
0%j) Article X: Complete with $5,000;
o<k) Article XII1I: Select Option 2 and insert 60 days;
o‘l) Add Tenneco 0il Company as a signatory party upon payout
and Tenneco's election to convert one-half of its royalty
to a nronortionate 1/3 working interest

L -~ -

. Exhibit C
day and a
1s attached
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9. Until payout of the earning test well, you shall furnish to
Tenneco, monthly, a statement which reflects the total volume of
oil, gas, and other hydrocarbons produced from the earning test
well, and the price received for same, together with a statement
showing costs of drilling, testing, completing, equipping, and
operating the such well, and the status of the recovery of such
costs. You shall operate and produce the well cr *inuously and at
its full capacity in a manner consistent with the generally accepted
producing rates and techniques and market availability. Tenneco, at
all reasonable times, shall have the right to audit all records and
data which pertain to such well and the payout account.

10. No partnership, joint venture or mining partnership is intended
or meant by this agreement, and no act by either of us shall operate
to create such a relationship, nor shall any of the provisions
hereof be construed or implied as creating such relationship for any
purpose whatsoever. Neither you, your employees, agents or contrac-
tors are in any wise the agents, employees, or contractors of
Tenneco for any purpose whatsoever. The liability of the parties
hereto shall be several, not jeint or collective.

11. All of the provisions of this agreement shall be subject to all
applicable laws, orders, rules and regulations of any governmental
body having Jjurisdiction in the premises, and any provision hereof
which is inconsistent with any such law, order, rule or regulation
is hereby modified so as to conform therewith, and this agreement as
so modified, shall continue in full force and effect.

12, Time is of the essence of this agreement. In the event you fail
to commence actual drilling, prosecute same as herein provided or
~fail to perform any other covenant or meet any obligations hereof
within the time and in the manner stipulated, then all of your
rights hereunder shall cease and terminate.

13. All of the terms, covenants, conditions, and provisions here-
of shall inure to, be available to and binding upon the parties and
ctive heire, sueressors, and assigns.

tiheir Tespective heirs ’

All notices, reports, samples, copies of 10gs ang surveys anu uincs
information and data required to be furnished under the provisions
herecf shall be furnished or telephoned to Tenneco at the following

address and telephone number:

6800 Park Ten Blvd. Suite 200 North £ dg.
San Antonio, Texas 78213
Attention: D.L. Hall

512/734-8161
512/681-5743

Office Phone:

Home Phane:

Notices shall be considered given when received by Tenneco.
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Either party shall have the right to change its address for notices
hereunder by giving written notice to the other party.

T ey g

14, This agreement is made without representations or warranties of

any nature and Tenneco does not represent or warrant title to lands .

subject hereto in any manner but upon written request shall furnish _
you with copies of available title data in its files. Tenneco shall

not be obligated to furnish you any new or supplemental abstracts or

to do any curative work in connection with the title to such lands,

and you shall furnish free to Tenneco ccpies of all title opinions 3
and other evidence of title which you obtain and which pertain to ‘ 4
such lands. ’

If the foregoing is acceptable to you, please indicate your

agreement and acceptance of the terms and conditions hereunder by

executing and returning two copies of this contract on or before '
the - day of , 1980.

e T E e i

Very truly yours,

TENNECO (OIL4 COMPANY Lo
!/ R "
& “«ﬁglzxyaér// : ' ' - :

DON S. TAYLOR S
Attorney-in-Fact Sok

o i

DST:DLM:njp
Attachments

AGREED TO AND ACCEPTED this the
day of ' , 1980.

8Y: ‘E====?

MAURICE L. BROWN

T i Sl PR EIN NI V£ T e
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OIL AND GAS LEASE

; THIS AGREEMENT, ade as of the day of iy
between TENNECO OIL COMPANY, a Delaware Corporation, whose address is 6800
i Park Ten Blvd. Suite 200 North Bldg., San Antonio, Texas, as Lessor,
! and , as Lessee:

i WITNESSETH:

1. Lessor, in consigeration of 7en Dollars ($10.00), in hand paid,
of the royalties herein provided, and of the agreement of Lessee nerein
. contained,; hereby grants, leases and lets exclusively unto Lessee for the
X purpose of exploring, prospecting, driiling for and nroducing 0il, ccendensate,
gas, and other like hydrocarbon substances {excluding coal, oil shale, tars
and bitumens) laying pipe lines, building roads, tanks, power stations,
telephone lines and other structures thereon to produce, save, take care of,
treat, transport and own said products, the following described lands
(hereinafter called leased lands), lying ang being situated
in County, New Mexico:

adeirflit omBbic Dt an e RSN
,, ERAE T B

to be completed with legal description of contract lands
lying within spacing or proration unit for test well

2. Subject to the other provisions herein contained, this lease
shall be for a term of 90 days from the above date (called
wprimary term") and as lung thereafter as oll or gas is produced from said
land in paying quantities.

3. Lessee shall pay to Lessor, as royalty:

(a). Twenty Five percent (25%) of all oil and other
hydrocarbons (including casinghead gas) produced from an oil well, produced
and saved from the said lands, which shall be delivered at the well(s) or
tanks or to Lessor's credit into any pipe line which the well(s), or any of
Lessee's tanks, may be connected, all free of cost of production and
delivery. All oil and liquid hydrocarbons (including condensate referred to
in paragraph 3(b) below) shall be measured in separate tanks of Lessee or by
accurate liquid meters approved by Lessor. Until further notice from Lessor,
Lessee may purchase any royalty oil in Lessee's possession, paying the highest
market price prevailing in the field where produced on the date same is run or
snld: or, if there is no market or posted price in the field, the posted
average price for oll of iike giadc and gravity orevailing in the general area
in which tne icascu piliillz 270 Yaeated,

(b). Twenty Five percent (25%) of the value of all gas and
other hydrocarbons (including condensate) produced from a gas or
gas-condensate well, produced and saved or sold from the said lands, delivered
free of cost of production and delivery. Delivery is defined as made when the
the first purchaser thereof. Value shall not be less
current for gas of like character and quality. In
raphs 3(a) and 3(b), the status of a well as oil, gas
or gas-condensate, the classification by governmental authority having
Jurisdlctxon shall be conclusive, but any ambiguity or uncertalnty shall be
resolved in favor of the highe: royalty.

(c). 1In case Lessee shall use gas in the manufacture of
gasoline or other petroleum products therefrom, royalties shall be payable on
A the sale price at the plant of the gasoline or other petroleum prooucts
1 ab 5],{ sold manufactured or extracted therefrom and which are saved and marketed, after

; L/, deducting a fair and reasonable cost for extracting or manufacturing said
§b¢ ap/e soline or otbher substance,: and on the market value of residue gas sold or ;:)
use 7"5 Lessee in operations not connected with the land herein lease

:o fl e P Mw/y royalties ShaX1 be paid on the same fraction or percentag2 applicable to the
‘ gas at the wellhead.




(e). If there is a well capable of producing commercial gas on
the land herein leased but gas is not being marketed therefrom and this lease
is not then being maintained by other production or operations, thjg”lease
shall nevertheless remain in full force and effect for a period of 60 day
after cessation of production or said operations, or the shuttingein of 4aid
well, and on or before the expiration of said 60 days period, Lessee-fiay
tender or pay as royalty hereunder the sum of Qne Hundred Dollars ($100.00)
for each such well, which payment shall maintain this lease in full force and
effect for a period of one year from the expiration of said 60 day period, and
it will be considered that gas is being produced hereunder. Thereafter,
annually, in like manner and upon like payments or tenders, this lease may be
maintained in force and effect for successive periods of twelve months each so
long as such payments are made, provided that this lease may be maintained by
such shut-in payments only if Lessee is also exercising reascnable diligence
in attempting to market and sell gas producible hereunder. Lessee shall have
free use of oil, gas and salt water from said land, for all operaticns
hereunder, and the royalty on oil or gas shall be computed after deducting any
so used. Such gas as may be used in order to recover oil and other liquid
hydrocarbons, or reinjected, shall not be deemed to have been sold or used off
the premises, within the meaning of any part of this lease.

4. After discovery of commercial oil or gas hereunder, if the
productjon thereof should cease from any cause, this lease shall not terminate

opetations” with diligence to completion of a commercial well. 1In the event a
wells producing oil or gas in paying quantities should be brought in
on adjacent land and draining the leased premises, Lessee agrees to drill
offset wells.

5. Lessee snall have the right at any time to remove all property
and fixtures placed by Lessee on said land, incluoing the right to draw and
remove all casing. Lessee will bury all pipe lines below ordinary plow depth,
and no well shall be drilled within two hundred feet of any residence or barn
now on said land without the surface owner's consent. Within thirty (30) days
after the termination of this lease for any cause, as to all or any portion of
the leased premises, Lessee shall remove any and all surface equipment which
Lessee may have placed on that portion of the leased premises upon which this
lease has terminated and shall restore the leased premises as near as possible
to the condition existing on the date of this lease or the condition prior to
Lessee's operations on said land if such operations were commenced prior to
the date hereof, all to Lessor's satisfaction. Lessee shall plug and abandon
all wells drilled hereunder in accordance with the rules and regulations of
the governmental regulatory body having jurisdiction thereof.

6. The rights of either party hereunder may be assigned in whole or
in part, and the provisions hereof shall extend to the heirs, successors and
assigns of the parties hereto, but no change or division in ownership of
either party shall operate to enlarge the obligatiuns or diminish the right of
the other; and no such change in ownership shall be binding until thirty (30)
days after a transferee shall furnish to the other party a certified copy of
recorded instrument evidencing any transfer, inheritance, sale or other change
in ownership.

7. This lease is made by Lessor without any warranties or
representations of title, ownership or control of the leased premises, either
express or implied. It is agreed, however, that if Lessor owns less than the
entire undivided interest in the oil and gas mineral rights under the subject
lands, the royalties herein fixed shall be reduced proportionately to the
lesser interest of Lessor.

8. Upon request of Lessor, Lessee shall furnish Lessor; as to any
well drilled on the leased premises (or on a spacing unit including any
portion thereof), daily drilling reports and copies of all logs, reports or
tests obtained for such well or filed with any governmental agency and after
completion, copies of all reports to governmental agencies concerning
reworking, deepening, shut-in, recompleting, plugging and abandonment or
similar change of well status. At all times Lessor's representative(s) shall
be given free access to the derrick floor or well site to inspect the
drilling, testing or producing of any such well.
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9. Tenneco shall have the continuing option to purchase at any time
and from time to time all or any part of any oil, gas and/or other hydrocarbon
substances {including constituent liguids which may be removed from the gas
through plant processing) that are attributable or allocated to Lessee's
interest in the lands leased hereby, or any portion thereof, whether by reason
of actual production from the leased lands or by virtue of production being
allocated to the leased lands as 2 result of their inclusion in any pooling
agreement or unit. Any hydrocarbons so purchased by Tenneco shall be
purchased at price and on terms and conditions which are not less favorable to
you than the ierms, conditions and prices obtainable by you from third parties
for the sale of such hydrocarbons on the date such production is available for
sale. At such time as Lessee desires to sell any of the above production it
shall matify Lessor of such fact. Lessor's option as to gas must be exercised
within sixty (6Q) days from the date that Lessee.notifies Lessor that such gas

. is available for sale. If Lessor does not exercise such option within said

period of time, Lessee shali have the exclusiveé tight for a pericd of thirty
(30) days thereafter to enter into a contract or contracts of sale with a
third party or parties. Upon the expiration of any such contract of sale so
entered into, the option herein reserved to Lessor shall again become
effective as herein provided. The option herein reserved as to 0il shall be a
continuing one in the sense that it may be exercised from time to time as to
all or a portion of such production. ODuring any period of time when Lessor is
not purchasing oil pursuant to this Sption, Lessee shall have the right to
sell or dispose of such oil, provided that any sale or disposition by Lessee
shall be for a period not in excess of three (3) months.

10. Lessor reserves the rights of ingress and egress and in the
event this lease does not cover all depths, the right to drill through any
interval leased hereby.

11. Time is of the essence in this agreement.

IN WITNESS WHERE(F, this Instrument is executed as of the date first
above written.

TENNECO OIL COMPANY

[u YRR
Te

THE STATE OF TEXAS )

COUNTY OF BEXAR ( _

BEFORE ME, the undersigned authority, on this day personally appeared

DON S. TAYLOR, known to me to be the person whose name is subscribed to the
foregoing instrument, and known to me to be the Attorney-in-Fact of TENNECO
OIL COMPANY, and acknowledged to me that he executed said instrument for the
puspCsCs and consideration thorain evnreased and as the acknowledaement of
said corporation.

GIVEN UNDER MY HAND AND SEAL OF OFFICE THIS  day
of - e, 1979, '

(SEAL)

Oon 5. Taylor Attorney-1n-tact

TEXAS
My commission expires:

Notary Public, in and for, Bexar County,

..
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Tenneco Oil :
Exploration and Production
A Tenneco Company ’
~
Southwestem Division A (he (aL/ [75

€800 Park Ten Bivd. « Sutte 200 North
San Antonio, Texas 78213
(512) 724-81€1

March 26, 1980

Mr. Don Littell

Maurice L. Brown Company

Sutton Place Building, Suite 200
Wichita, Kensas 67202

RE: Lease of Company Minerals
lots 3 & 4, S/2 of NW/4 of Section 4, T9S-R34E
Lea County, New Mexico ’ .
Jenkins Area (C-13772) R

Dear Mr. Littell:

Thank you for your letter of March 21, 1980. After careful review of Tenneco's
Letter Agreement dated February 25, 1980 and our Letter of Intent to lLease dated . SRR
May 25, 1979, I can find no material difference. Tenneco 0il Company feels that ?
the Letter Agreement protects the rights of both you as the Lessee and Tenneco ah
011 Company as the Lessor, and sets out an equitable manner whereby you can earn : :;é
a lea?e of our minerals. The following items were brought up in your March 21, -
1980 letter.

1} A sixty (60) day limit insures that Maurice Brown Company is serious v - -
about drilling our minerals. Tenneco feels a prudent operator will
have his equipment properly scheduled. Note that Paragraph 2 of our
Letter Agreement provides for any downhole problems that you may
encounter.

. S,
s E gE A o s

2) -Allowing Tenneco to take over operations as outlined in Paragraph 6
of the Letter Agreement can only serve to bencfit Maurice Brown. If
Tenneco does take over the well after your geologists have decided
there is no potential, a2 Tenneco dry hole will only confirm your
original opinion or a Tenneco successful completion will provide you
with direct oftsets to tnat weil. ' o

SV

3) Tenneco 0i1 Company will not option all of its acreage. We will be
happy to review any proposal you may have after the first well is
drilled.

4) This lease form is consistent with those leases that we as a Lessee
- accept from private individuals as well as the state and federal
government .

LYOEP 111A 2 78




Tenneco Oil

Mr. Don Littell
March 26, 1980
Page Two

5) These two {2) clauses are not applicable to the type of lease you

will be earning.

Both the force majuere clause and the surrender

clause can only be used to modify the primary term and cannot be
used to modify the HBP term of the lease.

6) Paragraph 9 of our lease will stand as written.
does provide for a shut-in period which should avoid any conflicts or
vending of gas.

7) Paragraph 5{(e) 3 is correct as written.

Note that our lease

8) Your additional to our May 25, 1979 letter setting out the revenue
interest that Tenneco will have before and after payout is correct
to the best of our knowledge. Note that Tenneco does not warrant
title and that should a proper title opinion set out a different
interest than that that is shown Tenneco 031 Company reserves the
right to either agree to that interest or challenge it.

It is nct the intent of Tenneco 0il Company to purposely ride companies down
on wells. If you compare the economics of forced pooling versus the deal we
have given you, you will note that Tenneco is adequately compensating you for

the risk you are undertaking.

It is the intent of Tenneco to protect its mineral

interest while at the same time giving you a deal you can live with. We feel

we have done this.

Should ﬂaurice L. Brown be unable to return an executed copy of that February 25,
1980 Letter Agreement to this office on or prior to April 7, 1980, Tenneco Oil
Company will withdraw its offer made under that Letter Agreement. If there are

Very truly yours,

TENNECU UIL CUMPANY

o A [

Steve D. King
Landman

any other questions I can clear up, please feel free to contact me.




March 21, 1980

Tenneco Oil Company (5’«2) 734 - 8161

6800 Park Ten Blvd.
Suite 200 North
San Antonio, Texas /8213

Attention: Steve D. King

NwW/4 Sec. 4-T9S-R34E
fea County, New Mexico

Gentlemen:

On January 9. 1980 we agreed to the terms of your May 25, 1979 letter.
We feel that your February 25, 1980 letter and accompanying oil and
gas lease would materially alter the agreement we made in the May 25
jetter. Below is a discussion of the changes W€ feel are necessary in
the May 25 letter and lease to keep them within the parameters of our
earlier agreement.

1. ¥While no time limit for completing and equipping the well
was set, a 60-day jimit with no allowance for unavailability

of equipment or other events beyond our control 1s unacceptable
to us.

We did not, and will not, agree to give Tenneco the right to-
assume operations on the well in the event we decide to plug
and abandon it.

naly

Our January 29 agreement was for a acast 7T all of -SE/4 oOr Section

4, not the 40-acre drill gite. While we understand your LeiusTonTe
to tie up the entire quazter-section, we are not willing to make

an agreepment that does not at jeast give us a continuing option, for
reasonable periods of time, to earn the other 40-acre tracts.

Wwe cannot agree to pay Tenneco's gas royalty based on a *market”
' yalue, rather than the highast permissable price under applicable
1aws and regulations. :

. e lease form submitted by Tenneco contains no force majuere clause
and no clause granting us e right to surrender the lease. Ve
. cannot agree to this.
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:+ NW/4 Sec. 4-T9S-R34E
Lea County, New Mexico

march 21, 1980

. Pparagraph 9 of the lease ailows Tenneco 60 days to decide

6
Waa]c/ whether to exercise its option to puy any dgas available for

sale. We cannot agree to this length of time if jt requires us

C}m 72 to vent gas for more than a reasonable period. We feel 10 to

15 days should be enough time to make such 2 decision.

7. Please refer to paragraph 5 (e) 3. of your February 25 letter.
Should not the figure of $1,000,000 be $100,0007

Since Tenneco did not respond to our stipulation as to decimals (inserted
in the May 25 letter) we must know whether you are jn agreement cherewith.
We plan to drill this well in the near future and prefer to do so under
our original agreement with Tenneco, and hope it will not be necessary to
seek a forced pooling order. We ask that Tenneco respond to this letter as
quickly as possible.

Very f_ruly yours,

THE MAURICE L. BROWN COMPANY

i
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STATE OF NEW MEXICO
ENERGY ARD MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

i IN THE MATTER OF THE HEARING
! CALLED BY THE OIL CONSERVATION
| DIVISION FOR THE PURPOSE OF

Y MNET TRTFD o
vvﬁs Iwul\&&‘\l .

CASE NO. 6875
Order No. R—-6343

APPLICATION OF MAURICE L. BROWN
CO. FOR COMPULSORY POOLING, LEA
COUNTY, NEW MEXICO.

i ORDER OF TEE DIVISXION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on April 23, 1980,
at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

having considered the testimony, the record, and the recommenda-
tions of the Examiner, and being fully advised in the premises,

i FINDS:

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

{2) That the applicant, Maurice L. Brown Co., seeks an
order pooling all mineral interests in the San Andres
formation underlying the SE/4 NW/4 of Section 4, Township 9
Snuth, Range 34 East, NMPM, Lea County, New Mexico.

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

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

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner cof
each interest in said unit the opportunity to recover or
recelve withoat unnecessary expense his just and fair share
of the oil in said pool, the subject application should be
approved by pooling all mineral interests, whatever they may
be, within said unit.

NOW, on this iatb day qf May, 1980, the Division Director,

e e I
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(6) That the applicant should be designated the operator
of the subject well and unit.

l \

That any non-consenting working interest owner

;1ahould be afforded the opportunity to pay his share of

estimated well costas to the operator in liasu of paying his
share of reasonable well costs out of production.

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

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

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

(11) That $3800.00 per month while drilling and $380.00
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
producticn the proportionate share of actual expenditures
required for operating the subject well, not in excess of
what are reasonable, attributable to each non-consenting
working interest. :

(12) That all proceedsz 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 of ownership.

{13) That upon the failur~ of the cperztory of e2iid nonlad
unit to commence drilling of the well to which said unit is
decicated on or before August, 1980, the order pooling said
unit should become null and void and of no effect whatsoever.

AT

’
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Order No. R-6343

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
in the San Andres formation underlying the SE/4 NW/4 of
Section 4, Township 9 South, Range 34 East, NMPM, Lea
County, New Meiico, are hereby pooled to form a standard
40-acre o0il spacing and proration unit toc be dedicated to

| a well to be drilled at a standard location thereon.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the lat day
of August, 1980, and shall thereafter continue the drilling
of said well with due diligence to a depth sufficient to
test the San Andres formation;

PROVIDED FURTHER, that in the event said operator does
not commence the drilling of said well on or before the lst
day of August, 1980, Order (1) of this order shall be null
and void and of no effect whatgsoever, unless said operator
cbtaing a time extension from the Division 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 sppear before the Division
Director and show cause why Order (1) of this order should
not be rescinded.

(2) That Maurice L. Brown Co. is hereby designated
the operator of the subject well and unit.

(3) That after the effective date of this order and
within 90 days prior to commencing said well, the operator
shall furnish the Division and each known working interest
owner in the subject unit an itemized schedule of estimated
well costs. ,

(4) That within 30 days,from the date the schedule of
estimated well costs is furnished to Lim, any non-coneenting
werking interest cwner shall have the right to pay his share
of estimated well costs to the .operator in 11eu of payino his

-

BRALE Ui LCQOWMANAG WCLi LGUILE Wui wa ya.wu\— ;..nvu, @u Lusan
any such owner who pays his share of estimated well costs as
provided above shall remain liable for operating costs but
shall not be liable for risk charges.

(5) That the operator shall furnish the Division and

i each known working interest owner an itemized schedule of
. actual well costs within 90 days following completion of the
well; that if no objection to the actual well costs is received

>
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% required for operating such well, not in excess of what are
; z;aconable, attributable to each non-consenting working
terest.

§ (10) That any unsevered mineral interest shall be

| considered a ieven-eighths (7/8) working interest ard a

i one~-eighth (1/8) royalty interest for the purpose of
allocating costs and charges under the terms of this order.

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

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Lea County, New Mexico, to be paid
to the true owner thereof upon demand and proof of ownership:
that the operator shall notify the Division of the name and
address of saild escrow agent within 30 days from the date of
first deposit with said escrow agent.

(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 herein—
ak "' dcsiqnated.

Director
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Dear Mr.

COMPANY
SUTTON PLACE BULDING, SUITE 200, WICHTA KANSAS 67202 (3161 295 -4651

May 2, 1980

Mr. Richard .. Stamets 0 K
011 Conservation Division

P. O. Box 2088

Santa Fe, New Mexico

Re: Docket No. 12-80
Case 6875

Stamets:

I apologize for not sending you what you wanted with my April 24, 1980

Enclosed are the following:

OPERATING AGREREMENT executed only by Maurice L. Brown. The
Operating Agreement itself is not signed by any of the work-~
ing interest owners because record title is held by Maurice
L. Brown. The Operating Agreement is then ratified by the
working interest owners, who hold beneficial title.

RATIFICATION OF OPERATING AGREEMENRT executed by Thomas C. Mach

+ on behalf of GKM, Inc., an entity which is wholly independent

of The Maurice L. Brown Company and which participates in many
Brown ventures.

7 i
OIL AND GAS DIVISION ORDER OWNERSHIP SCHEDULE covering the State
*8" lease, located in Lea County, New Mexico. Note that GKM,
Inc. is given credit for a 10% working interest.

JOINT INTEREST BILLINGS on the State "8" lease for December, 1979
& Januvary, 1980. Note that the combined District & Overhead charges

>

were Si3aa.vu .o To~e=bar 1979 and $380.00 in January 1980. These

charges are adjusted in this manne:r ... Zoro=5=ares with the 09erat1ng

Agreenment .

" We are not able to send you an executed Operating Agreement filled in with
$380.00 in Paragraph (15) (b) of Exhibit C because we have not yet put a
new well into production after January 1, 1980 which was not already covered

- by an existing Operating Agreement. We hope and trust that the enclosed
adequately expiaing the circumstances.

Very iiuly youre,

THE MAURICE L. BROWN

Don Littell
Land Manager
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: OPERATING AGREEMENT

T TEIS AGREEMENT made and entered into by and between The Maurice L. 2rown Company (in Louisiana, named "Maurice L.
<, | Brown Louisians™), a Umited partnership with offices in Kansas City, Missouri (hereinaiter referred to as "Operator?), and the parties .isted
' in Exhibit A (hereinalter relerred to as "Noa-Operators®):

WITNESSETH:

; WHEREAS, Non-Operators are the owners of the ofl, gas, and mineral leasss covering, and if s¢ indicated, unieasad Mineral
L intarests in, the tracts of land described in Exhibit B attached hereto and made & part hereof; and

Lo m

WHEREAS, it i3 the desire of Non-Qperators that these lessas and interests 5e daveicped and operated for them 3y Operstor in
sccordance with the agreements end provisions heceinafter set forth;

NOW, THERETORS, in ccasiderstion of the pramises and the mutudi covenants and sgreements herein conizined, the parties

; 3 nereio egiee as Jollowsn

PART: DEFINITIONS
As used in this Agreement, the following words and terms shall have the meanings hers as:ribed 1o them.
Ll The words "pacty” and "parties” shall aiways mean & party, oc parties, to this agreement.

L2 The parties to this sgreement shall always be referred to as "it" or "they”, whether the parties de corporate
odies, parmerships, agsociations, or persons real.

L3 The term "ol and ges” shail include oil, gus, casinghead ges, gas condensate, and all other liquid oc gaseous
hydrocarbons, uniess an intent to limit the inciusiveness of the tecm (s specifically stated,

L4 The tarm "sil and gas interests” shall mesn unleased {ee and mineral interests in wacts of land lying within the
Laad?remisuwhiehmwnedby?uﬂosto this Agreement.

i3 The term "Leased Premises” shall refer to and include all of the lands, oil and gas leasehold interests, and o} '
snd gas interests intended to be developed and operated for sil end gas purposes under this sgreement. Such , !
lands, oil and gas lessehold interests, and oil and gas interests ere described in Exhibiz B.

1§ The tarm "drilling unit” shail mean the ares fixed foe the drilling of one well by aorder or rule of any state or
federal body having suthority. Uf a drilling unit is not fixed by any such rule or ocder, a drilling unit shall be the
drilling unit s estadlished Dy tha patiern of drilling on the Leased Premises or as [ixed by express agresment of

the parties,

L7  All exhibits attached to this sgreemant are made 4 part of the contract &s fuily as though copied in full in the
contrace,

L3 The words "squivment” and "materials” as used herein are synonymous, and shail mean and include all oil field
- supplies and personal property acquired for use on the Leased Premises, dut said words shall not mean and
* inciude any such supplies or property leased for use on the Lessed Premises.

L9 The term "Joint Accaunt” shell mesan the account shawing the charges and credity accruing becsuse of
operaticns on the Lessed Premises and which are to be shared by the Non~-Operators.

PART 0: INTERESTS OF NON-OPERATORS

21 Exhibit A lists all the non-operators end their respective percentage or (ractionsl interests under this
sgreement. Unless changed hyv other provisions, all costs and lisbilities incurred in operations under chis
contraet shall be borne and paid, and all equipment and material acquired in operations on the L2asad Premises,
shall Se owned by the Non—Operators, as their interests are given in Exhibit A. All production of o1 and gas : g
from tim Leased Premises, subject to the payment of lessor's rovaities, shail aiso be owned by the parties in the I
same manner. . . -

2.2 If the interest of any perty in eny oil and gas leass covered by this agreement is subject 0 an overriding
royaity, production payment, or other charge over and above the usual one—eighth (1/8) royaity, such party shall
wssuine and alons 532 =Nl seh avocess oblizations and shail account f{or them (o the owners ereof out of its
share of tie WOCKING MTEeST FrOWICUL UL Wil MEuIt & & Sutarsan

PART UI: OPERATOR

31 Operator shall conduct and direct and have ‘ull control of all coerations on the Leased Premises as permitled
and required by, and within the limits of, this sgreement. It shail conduct ail such operstions in & good ind :
workmaniike manner, but it shall have no Liability as Operator to the Non—Ogerstoes for losses sustained, o : .
lisbilities incurred, exceot such a3 may result from gross negligencs cr {rom Sreach of the grovisions of this : o .
sgreement. .

3.2 The auiabér s smployees and their selection. and the hours cf lapor and the compenczation for services !
performed, shail be cetermined by Operator. All employees snail De the empiayees of Operator, i

PART IV: COSTS AND EXPENSES

4l Exzcept as herein otherwise specifically provided, Operator shall promptly pay and discharge all costs and
expenses incurrad in the development and coeration of the Lesasad Premises pursuant to this agreement and shall
chargs each of the Non~Qoerators with their respective proportionate shares upon e cost and expense Jasus
proviced in the Accounting SProcedure stlached hereto and marked Exhibit C. (f any provision of Exnibit C
should be inconsistent with any provision contained in the bwdy of Nic 2greemant, the provisions in the Sody of

- s agreement shall prevail.

State 8 #1
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Ope:ator.' at its elaction, shall have e rignt {rom time to time to demand and receive {rom the Non—Operators
payment in advance of their respective sharas of tne estimated amount of *he ¢osts 10 De incurted in operations

huraunder curing the foxt mucossRg Mohll wiCH (ghl may Se xarsizsd caly Sy submission %0 erch such
Non=Operator of an itemized statement of such sstimated costs, together with an invoice {or its share thereof,

Each sueh statement and invoice for Wie payment in advance of estimated costs shall be submitted on or before
tha 23th dky of the next preceding month., Zach Non-Qperstor shail pay to Operator its proportionate share of
such sstimate within (ifteen (15) days after such sstimate and invoice s ceceived. [f any Non=~Cpecatar [ails 20
pay its share of said estimate within said time, the amowit due snall besr intersst thereaiter until paid 4t e
highest rate {or which that particular Non-Operator may contract under applicabie law. Proper adjustment

shail e made montily Decween advances and actual cost, to the 2nd that sach Non~Operator shall bear and pey
{is proportionate share of actual costs incurred, and no more.

Oparator shall not 'mdertake any single project estimated to require an sxpenditure in excess of Ten Thousand
Dollars (310,000.00) without the conseat of all Ncn~Cperactors, except in connection with a well the drilling,
teworking, deepemng, or plugging Sack of which has been previously autherized 57 oc purwuant o this
agreement; provided, howaver, that in case of sxpicsion, fire, flood, or other sudden emergency, whether of the
same oc different nature, Operator may taks such steps and incur such expenses as in its opinion are cequired tw
desl with the emergency and to saleguard lfe and peoperty, but Onersror chall, 33 grumpuy as possible, ceport
the emaergency to other nartizs, SRGUG Uperator wish to undertake such & project for which consent is required
he shall notify ail Noa~Cperators of sueh droject specifying its nature and estimated cost. The Honr-Operators
receiving such nocice shall have ’ifisen (15) days after receint of the notice o notify Operator wherher they
cocnsent to the proposed peoject. Failute of 2 Non-Operator ceceiving such notice to so ceply o it within the
time fixed above shall constitute a consant dy that Non~Operator to the proposed project.

Natwithstanding eny provision in the Accsunting Procedure, the cost of any professicnal consuitant shall de
charged to the Joint Account. )

Each Non-Qperator grants to Operator a {irst and preferred lien on the interest of each Non~Operator coversd
by this contrsct, and in each Noa—-Operatars interest in oil and gas produced and the proceeds therecf, and upon

each tor's interest in material and aquipment, to secure the payment of all sums cue from each such
Noa~Operator to Cperator. ‘

In the event any Non—Operatoc ’ails 13 zav v amount owing by it to Operstor ag its share of such costs and
expenses or such advance estimate within e ume limited for payment thereof, Qperator, without prejudice to
other existing remaedias, is authorized. 1t 13 2iection, to collect from the purchaser or purchasers of oil or gas,
the proceeds asccruing o the woring ntacsst or interests in the Leased Premises of the delinquent
Noa~Operator up t0 the amount Iwing v wuecn Jon—Jperator, and each purchaser of oil or gas is authorized to
rely upon Qpecator's statement as 13 2@ amount swing by such Non—Operator.

n the event of the neglect o {atiure 3 v Non~Jperutar o promotly pay its propocrtionate gart of the cost
and sxpense of development and speraticn vnen ~ue, the other Non-Qperators, within thirty (30} days after tte
rendition of statements therefor v Coperator. snall proportionately contribute to the payment of sueh
delinquent indebtedness and ths Noa—Jper=tors so contributing shall be antitied to the same lien cights as are
granted to Operator in this secvion. Jpan e jayment by such delinquent aor defaulting Naon-Operator fo
Operator of any amount or AMOURES on such Jelinguent indebtedness, or upon any recovery on dehalf of the
Non=Cparators under the lisg conferseq 20cve, e amount or AMOUNs 50 paid or recoversd shall be distributed
and paid by Coerator ta such Non-lperater ‘and Cperator, if it contributes to the payment), orogortionately in
accordance with the contridutions theretcfore made by them.

Qperetar shall have the right to offset iny amounts owed %o Operator By any Non-Operator under the tarms of
this agreement against any {unds in the cossession of Operator which belong to such Non—Qperator.

PART V: TERM OF AGREEMENT
The effective date of this agreement shail be September 1, 1979

g

This egreement shall cemain in full force and effect for as long as any of the gil and g=s leases subject to this
sgreement remain or are continued in foree as to any part of the Laased Premises, whether by production,
extension, renewal or otherwiss. It is agreed, however, that the termination of this agr=ement shall no¢ relieve
eny party hereta {rom any lianility which has accrued or atiached prioe to the date of such termination.

PART VI: DEVELOPMENT

Should the Operator wish to drill any well on the Lessed Premises, or wish to rework, deanan or 2lug Sack any
dry hole drilled st the expense of all Noa—Opzraiors or any well jointly owned by all the Non—Operators and not
tven producing in paving cuantities on tne Lanced Premiese. ha <hnil give natice to the Non-Cpetrators of the

proposaq operation, specifying the work o be parfocmad, the location, propesed depth, objective formauon, anu
estimated cost of the operation. The Non-Operators receiving such notice shall have thirty (30) days (excent as
to reworking, plugging back, or drilling deeper, whers a drilling rig is on location, the period shail Se limitad o
forty—eight {48) hours exclusive af Saturday or Sunday) after receipt of the notice in which to notify Cperator
whather they consent to e proposed operation. Failurs of & Non-Operator receiving such a notice 1o 50 reply
to it within the period above {ixed shz2il constitute a consent Dy that Non-Operator 1o the proocsed coeration.

Without the consent of ail pactdes: (a) No well shall be drillea on the Lessed Premises except any weil drilled
pursusnt to the provisions of dart VIl of this agresment, it deing undsrstood that the cansent to the drilling of a
weil shall includs consent to all secessary expencitures in the drilling, testing, compieting, and equipping of the
weil, inclucing necessary lankage; (b} No well shall be reworked, plugged dack or deepened. axcept any well
reworked, plugged back or deepened pursuant 2o the provisions of Pact VIl of this agreement, it seing uncersisod
that the consent to the reworking, plugging back or ceepening of & weil shall include consent o all hecessary
sxpenditures in conducting such cperations and completing and equipping of said well c procuce, nciuding
REeCRSIAry tankags.

BART VII: OPERATIONS 3Y LESS THAN ALL PARTIES

if all "he Non~Operators o not consent to the drilling of any weil an the Leased Premises or to the reworking,
deepening, or plugging Sack of a dry Moie driled at the ‘oint expense of all Non~Operators or a well jotaly
owned by all the Nom—Operatacs and not then producing in jaying quanuties on the Lessed Premises, ny
Noa~Operator or Non—Operators wisning %o <rill, rewcek, ceegen, or plug back such & well may give tie other
Non~Operators written notce of the proposed opersticn, soecifying the work to De performed, the lccation,
proposed depth, cojective ormation, and the estimated cost cf the operation. The Noa-Operatory fecsiving
such 2 notice shall have thirty (30) cays (except as to reworxing, plugging Sack or &niling Ceeper, where 1
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drilling rig is on location, the perind shall be limited to forty—tight (48) hours exciusive of Satusday or Sunday)
after *wcwipt of the notice within whish to notify the Non-Operators wishing o co the work whether they elect

to pc.rdcj;pau in the cost of the sroposed operstion. Feilure of & Non.Overator receiving wueoh s natina ta e
reply to it within the peeind shaes 123 shaii constitute an election dy that Non-Cperator not to participate in
e cast of the proposed operation.

If any Non-Operator receiving such & notice slects not to participate in the proposed operatica (such
Noq—Opentcr or Non—Cperators Seing hereafter referred 10 s "Non-Consenting Party™), ihten in order to de
entitled to the tenefits of this section, the Non=Operator or Non-Operators giving the notice and such other
Non=Cparators as shall elect :o carticipate in the operution (all such NonCperators being hereafter referred to
&s the "Cansanting Pacties’) shail, within thirty (3G) days after the expirstion of the notics period of thirty (30)
days (or &3 promptly 15 possible after the expiration of the i8-hour period where the drilling rig is on location,
s the case may be) actually commence work on the proposed opecation and complete it with dus diligence.

The entire cost and risk of conducting such operations shall e borne bv the Consenting Parties in the
proportions that their respective interests as shown in Exhibit A besr to the total interests of all Consenting
Parties. Consenting Parties shall keep the leasahold estates involved in such operations (ree and clear of all
liens and encumbrances of every kind crested by or arising from the operations of the Comsenting Parties. If
such en operation results in a dry hole, the Consenting Parties shall plug and anandon tha wall at thais sole sost,
risk, and expense. (f any weil drilled, reworked, deepened or plugged Sack under the provisions of this section
results in a producer of oil and/or gas in peying quantities, the Consenting Parties shall complete and equip the
weil %0 groduce at their sole cost and risk, and the well shall then de turned over to Operator and shall be
operated By it at the expense and for the account of the Consenting Parties. Upon commencement of
operstions for the drilling, reworking, deepening oc plugging back of any such well by Consenting Parties in
accordance with the provisions of this section, each Non-Consanting Party shall be deetned to have relinquished
to Consenting Parties, and the Consenting Parties shall own and e entitled to receive, in proportion to their
respective interests, all of such Non-Consenting Parties interest in the welil, its leasehold operating rights, and
share of production therefrom, until the proceeds or market value thereof (after deducting production taxes,
toyaity, ovemdxng reyaity, and other interests payable out of or measured by tha production from such weil
aceruing with respect to such interest until it reverts) shall equal the total of 300% of all of the costs and
expenses of all of the acditionel equipment relative to such well and 300% of all of the costs and expenses of
drilling, reworking, deepening or plugging back, testing and completing such well which would have Seen
chargeable to such Nonelonsentng Party if it had participated tharein, slus 100% of such Non-Consenting
Party's share of the cost o¢ zperation of the weil commencing ith the first oroduction and continuing until such

;!on-Cm’dng Party's celinquished interest shaill revert to it under other provisions of this section., Sueh
gterm shajl de ‘hat which wouid have been chargeable to such Non-Cansenting Party if it had participated

In the case of any “eworking, >lugging back or deeper drilling operation, the Consenting Parties shall de
permitted to use, lree cf 0T, ail cesing, tubing, and other equipment in the weil, but the ownership of all such
equipment shall ~emain 'nchenged; and upon abandonment of a well after such reworking, plugging back ar

drilling deeper, the Cansenting Jarties shall account for all such equipment to the owners thereof, with each
party receiving its greoertionate part in value.

Within sixty (§0) days after -he sompletion of any ooeration under this section, the party conducting the
operations for the Cconsenting Jsrties snall furnish each Non-Consenting Party with an inventory of the
equipment in and connected o the well, and an itemized statement of the cast of drilling, deepening, plugging
back, testing, comeieting, ind equicoing the weil for production: or at its ootion, the operating party, in lieu of
an itemized statement of such costs of cperation, may submit a detailed statement of monthly dillings. Each
month thereafter, during the *ime the Consenting Parties are being reimbursed as orovided above, the
Conseating Parties shall furnish the Non-Consenting Parties with an itemized statement of all costs and
liabilities incurred in e coeration of the well, together with a statement of the quantity of oil and gus
produced f{rom it and the amount of proceeds realized from the sale of the well's working interest production
during the preceding month. Any amount reaiized from the sale or other disposition of equipment newly
acquired in connection with any such operation whieh would have been owned by a Non=Consenting Party had it
participgied therein shail be credited against the total unreturned costs of the work done and of the equipment
purchased in deteemining when the interest of such Non~Caonsenting Party shall revert 20 it as above provided; it
there is a credit it shall be paid to such Nan-Consenting Party.

If and when the Consenting Parties recover from a Non-Consenting Pacty's relinquished interest the amounts
provided for above, the celinquished interests of such Non-Consenting Party shail automaticaily reveet te it and
from snd after such reversion such Non-Consenting Party shall own the same interest in such well, the
operating rights and working interest therein, the materials and equipment in or pertaining thereto, and the
production therefrom as such Non-Consenting Party would have owned had it participated in tie drilling,
reworking, deepening, oc plugyging back of said well. Thereafter, such Non-Consenting Party shail se charged
with and shall pay its oroportionate part of the further costs of the coeration of said well in accordance with
the terms of this egreement and the accounting procedure schedule, Exhibit C, attached hereto.

Notwithstanding the provisions of this Part VIT e 1o a—oo2 wnoc oizooof o 100 .- -

LI Hldisas min thivres  wiwreswess  We  Gaa
Non.tmanae~~—

"TIIL, we wou snaU De completed in or produced _ﬁ*b_l\;_a source of supoly {rom which a weil located

eisewhere on the Leased Premises is sroducing, unless such well conforms o the then-existing weil spacing
pattern Jor such source of surply. .

PART VII: MARKETING OF PRODUCTS

Each of the parties herets shall take in kind or separately dispase of its proportionate share of all oil and gas
produced from the premises, exclusive of production which may be used in the deveiopment and producing
operstions and in preparing and treating oil for mariketing purposes and production unavoidably lest. Sach party
shall pay or deliver, or cause to be paid or delivered, aill royaities, overriding royaities, and all other payments
due on its share of such production, and shall hold the other parties {ree from any liaoility therefce. Any exira
expenditure incurred in the taking in kind or separate disposition by any part of its proportionate share of the
production shail be borne by such party.

Zach party shall execute all Zivision orders and contracts of sale pertaining o its interest in procuction {rom

the premises, and shall Se entitled to receive direct ‘rom the purchaser or purchasers theceof its share of
production.

in the event any party shail fail to make the arrangements necessary 1o take in kind or separately dispese of its
proportionate snare of the oil or gas sroduced from the premises, Cpecator shall nave the right, sudject to
revocation at will by the party owing it, but not the odligation, to purchase such il and gas or sell it to others

3=
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for the time Seing, &% not less than the market price prevailing in the area. Any such purchase or sale by
Opeu!or shall be sudbject always to the right of the owner of the production to exercisa at any time its right to

take in kind, or severzlly dispose of, its shace of all oil and gus not peeviously seliversd 3 3 juichaser, and
provided that the Operator shall bz Umit=d 13 conifacis {of such purchase and sale for ressonabie periods of

iime as are consistent with the minimum needs of the industry under the circumstances, but not 0 exceed one
year. Notwithstanding the foregoing, Operstor shall not make a sale into interstate commerce of any

Non—Qperator's share of gas production without [irst giving sixty (60) cays notice of such intended sale to the
Non—~Operatoe.

PART IX; CALL ON OIL AND GaS

Notwithstanding the orovision of Part VIO of this agreement, Operator shall have the continuing, assignadle
right and option, but not the oblicatlon. by giving to the Xon—Opcntan ot less than thiety (30) cays' advance
written notice, 3G purchase at a price not less than he market price prevailing in the ares, all or any part of the
oil, gas and liquid hycrocarbons of every kind produceC and saved {rom the Leased Premises. Any failure of
Operator to exercise such right and option shall not be held & waiver of the pnvﬂeg- to do so at any later time.

Any extra expenditure incurred by the Non—Qperators by reason of the exercise of the Option provided in this
saction shall Ze borne by Operator.

PART X: ACCESS BY NON-OPERATORS

Each Non=Operator shell have access to the Leased Premises at all reasonable times, at its sole risk, to inspect
or cbserva operations, and shall have access at reasonable time: to information pertaining to the develcpment
or oparation thereof, including Operators books and records celating thereto. Operator shall, upon request,
(urnish each of the Non~Operators with copies of all drilling reports, well logs, tank tables, dailv geuge and run
tickets and reports of stock on hand at the first of each month, and shail make available samples ‘of any cores or
cuttings taken {rom any well drilling on the Leased Premises.

PART XI: DRILLING CONTRACTS

All weils dnlled on the Lessed Premises shall be drilled on a competitive contract basis at the usunl rates
prevailing n the ares, it being specifically agreed, however, that Operator, in considering dids for drilling work,
shall not se required to accegt the lowest bid for the drilling of a well, but is entitled to use his best judgment
as 0 wnat is the pest did, and in that regard to use his discretion as to the competency and ability of any
Persons to <rill any well in & workmanlike manner, provided further, however, that the rates to be charged by
the contractor whose bid is sccepted shall not exceed the usual rates preveiling in the area. Operator, if it s0
desires, may 2mploy its own tools and equipment in the drilling of wells, but its charges therefor shall not
exceed lhe prevailing rates in the fieid, and the rate of such charges shail be agreed upon by the parties in
writing Sefore drilling operations commence, and such work shall bde performed by Cperator under the same

terms and conditions as shall be customary and usuai in the field in contracts of independent contractors who
are coing work of a similar nature.

PART XII: ABANDONMENT OF WELLS

Operator shail notify all Non~Operators of the proposed sbandenment of a well. The Non~Operators receiving
sucii natice shail have thirty (30) days after the receipt of the notice within which tc notify the Cperator
whether they consent to the abandonment, Failure of & Non-Operator tecejving such notice to so reply to it
within the period above {ixed shall constitute a consent to the abandonment.

No well, other than any well which has been drilled or reworked pursuant to Part VI hereof for which the
Consenting Perties have not beern fully reimbursed as therein providad, which has been completed as a producer,
shall be piugged and ebandoned without the consent of all Non—Operators; provided, however, if all
Non-Qperators do not agree to the abandonment of any well, thosa wishing to continue its operation shall tender
10 each of the other Non-Operators its proportionate share of the value of the well's salvable material and
equipment, determined in accordance with the provisions of Exhibit C, less the estimated cost of salvaging and
the estimated cost of plugging and abandoning. Each abandoning Non—Operator shall then sssign to the
non—-abandoning Non-Operators, without warranty, express or imolied, as to title or as to quantity, quality, or
fitness for use of the equipment and material, all of its interest in the well and its equipment, together with its
interest in the leasehclid estate as to, but only as to, the intervel or intervals of the formation or formations
then open to production. The assignments so limited shell encompass the "drilling unit” upon which the well is
located. The payments by, and the assignments to, the assignees shall be in a ratic based upon the relationship
of their respective percentages of perticipation in the Leased Premises to the aggregate of the percentages of

participation in the Leased Premises of all assignees. There shall be no readjustment of interest in the
remaining portion of the Leased Premises.

After the assignineni, (e assignors shall have nn fumebos oo o o0 S0, uuuu..ll.y, or interest in the operation of

,w......-.a---__ »-

~~2-2220 L we wetl 10 the interval or intervels then open. Operator shall continue o cperate the
uslgned weil for the account of the non-sbandoning pames at the rates and charges contemplated by this

agreement, plus any additional cost and charges which may arise as the result of the separate ownership of the
assigned well,

PART XII: DELAY RENTALS AND SHUT-IN WELL PAYMENTS

Operator shall pay all deiay rentals and shut-in well payments which may be required under the terms of any
lease, and the amcunt thereof shall be charged to end paid by the parties hereto in proportion to their
respective interests. Operator agrees to use its best efforts to make proper and timely payment of such delay
rentals and shut-in well payments, but it shall in no event be liable for failure to do so through mistake oc

oversight. Evidence of such payment will De furnished, upon request, 1o Non-Operator in connection with
Operaior's billings to Non~Opetator.

PART XIV: RIGHT OF NON-OPERATORS TO ASSICN

Any Non-Operator, unless otherwise restricted, shall have the right to sell, transfer, or assign its interest, or
any part thereof, in the Leased Premisas, or the production therefrom; provided, however, that every such sale,
encumbrance, transfer, or other disposition mace by any Non~Cperator shall be made expressly subject to this
sgresment, and shail be made without prejudice to the cights of the other parties hereto.
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't ie ewprasslv undsrctood that such seller, transiero, oc assignor shall not be relieved of any responsidility or
dability arising under the terms hereof prior 10 such sale, Tansier, or assignment; provided, Howsver, thet aush

saller, transieror or assignoc shall be relieved of all obligations or liabilities aceruing hereunder theresfter,

Any Non-Operator so selling, transferring, or assigning shall furnish Operator a photocopy of the instrument or
instruments invoived, disciosing the agreement of the transferee to be bound by the terms of this agreement.

If at any time the interest of any party is diviCed among and owned by four or more co—owners, Cperator may,
at its discretion, require such co-ownetrs to asppoint & single trustee or agent with full authority to receive
notices, approve expenditures, receive billings for and approve and pay such party's share of the joint expenses,
and to deal generally with, and with power t0 bind, the co—owners of such party's interest within the scope of
the operations embraced in this contract; however, ail 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 0 receive, separately, payment of the sale proceeds thereof.

PART XV: LIABILITY OF PARTIES

The liability of the partes shall be severel, not joint or collective. Each pariy stall be rosgensible only for ite
obligations.

Each Non~Cperator shall be liable cnly for its proportionate share of the costs of developing and operating the

Leased Premises. Accordingly, the lien granted by each Non-Operator to Operator in Part [V is given 10 secure
only the debts of each severully.

it is not the intention of the parties to create, nor shail this agreement tie construed as reating, a mining or
other partnership or association, or to render them liable as partners. :

PART XVi: CHANGE OF OPERATOR

Opersator may resign from its duties and obligations as Operator at any time upon written notice of not less than
ninety (99) days given to all Non-Operators,

Non-Operators may remove the initial Operator named herein ar any subsequent Operstor elected in accordance
herewith upon written notice of not less than one hundred eighty (180) days. Such removel shall be by
affirmative vote, evidenced by lettar addressed to Operator and any other parties hereto, of the parties hereto
then owning in the aggregate more than {ifty percent (50%) of the interest which is subject to this agreement.

In the case Operator resigns or Is removed, Non—-Operators shall select by majority vote in interest, not in
numbers, a New Operator who shall assume the responsibilities and duties, and have the rights, prescribed for
Qperator by this agreement. The retiring Operator shall deliver to its successor all records and information
necessary tc the discharge by the new Operator of its duties and cbligations. In either case, the retiring
Operator shall continue to serve a3 Operator, and discharge its duties in the capacity under this agreement,
until its successor Operator is selected and begins to function, but the retiring Operator shall not be obligated
to continue the perfarmance of its duties for more than ninety (90) days after the effective date of its removal
or the date notice is given by it of its intention to resign.

PART XVII: SURRENDER OF LEASES

The leases covered by this agreement, insofar as they embrace acreage in the Lessed Premises, shall not be
surrendered in whole or in part uniess ail Non~Operators consent.

However, should any Non-Operator desire to surrender its interest in any such lease or in any portion thereof,
and other Non-Operators not agree or consent, the party desiring to surrender shall assign, without express or
implied warranty of title, ali of its interest in such lease or portion thereof and eny weil, material, and
equipment which may be located thereon and any rights in production thereafter secured, to the Non-Operators
nat desiring to surrender it. Upon such assignment, the assigning Non-Operatoc shail be relieved [rom all
obligations thereafter accruing, but not theretofore accrued, with respect to the acresge assigned and the
operation of any well therson, and the assigning Non—Operator shall have no further interest in the lease
assigned and its equipment and production. The Non-Operator assignes(s) shall pey to the Non-Operstor
assignor the ressonable salvage value of the latters intarest 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 in {avor of more than one Non—Operstor, the

assigned interest shail be shared by the Non-Operator assignees in the proportions the interest of each bears to
the interest of all Non~Operator assignees.

Any assignment or surrender made under this provision shall not recice o change tie aSSIENOrs or st iries g
Non—Operator's interest, as it was immediately defore the assignment, in the balance of the Leased Premises,

and the acreage assigned or surrendered, and the subsequent operations thereon, chall not thersalter be subject
to the terms and provisions of this agreement.

PART XVIIl: PROVISION CONCERNING TAXATION

Each of the Non-Operstors elects, under the authority of Section T5l{a) of the Internal Revenue Code of 1954, to
be exciuded from the applicution of all of the provisions of Subchapter K of Chapterl of Subtitle A of the
Internial Revenue Coce of 1954. If the income tax laws of the State or States in which the property covered
hereby is located contain, or may hereaiter contair., provisions similar to those contained in the Subchepter of
the Internal Revenue Code of 1954 abcve referred to under which a similar election is permitted, each of the
parties agrees that such election shall be exercised. Each Non—QOperator authorizes end directs the Operator o
execute such an election or elections on its behalf gnd to file the election with the proper governmental office

or agency. If requested by the Operator so to do, each Non—Operator sgrees to sxecute and join in such an
election.

Operator shail 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 decome delinquent.

Operator shall bill ail Non~Operstors for their proportionate share of all tax payments in the manner provided in
Exhibit C.

If sany tax assessment is considersd unreasonable by Operator, it may at its discretion protest such valustion
within the tme and manner prescribed by law, and prosecute the protest to a final determination, unless _411
Non-Opetators agree (0 abandon the protest prior to final cetermination. When eny such protested vaiuation



shall have been [{inally determined, Operator shall pay the assessment for the joint account, together with
interest and penaity accrued, and the total cost shall then Se assessed against the Non~Operators, and be paid
by them, as proviged i Sxhwit C.

PART XiX: INSURANCE

191 At all times while operations are conducted hereunder, Operator shall comply with the workmen's compensaticn
{ law of the State where the operations are being conducted. Operator shall also cxery oc provide insurance {or
. the beneflt of the joint account of the Non—Operators as may be outlined in Exhibit D attached to and made a
3 part hereof. Operator shall cequire all contractoss engaged in work on or {or the Leased Premises to comply
with the workmen's compensatioa laws of the State where the operations are being coancucted and (o maintain
such other insurance as Qperator may require.,

19.2 In the event automobile public liability insurance is specified in said Exhibit D, or subsequently receives the
gpproval of the Non-Operators, no direct charge shall be made dy Operator for premiums paid f{or such
insurance for Operator’s {uiiy—owned automoiive euipmant.

L - : PART 2X: CLADMS ANTU LAWSUTITS
E 20.1 If any party to this contract is sued on an ajleged cause of action arising out of operations on the Leased

! Premises, or on an alleged cause of action involving title to any lease or oil and gas interest subjected to this
| contract, it shall give prompt written notice of the suit to the Operatar and to all Non—Qperatars.

i 20.2 The defense of lawsuits shail be uncer the general direction of a committee of lawyers represanting the parties,
: with Operator’s attorney as Chairman. Suits may be settled during litigation oniy with the joint consent of all
i parties. No charge shall be made for services pecformed 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 (inal
‘ judgment, shali be considered costs of operation and shall be charged o and paid by all Non=Operators in
s proportion to their then interests in the Leased Premises. Attorneys other than staff attorneys for the parties
L SRR shall be employed in lawsuits involving Lessed Premises operations only with the consent of ail parties; if
i < outside counsel is employed, their fees and expenses shall be considered Leased Premises expenses and shall be

R paid by Operator and charged to Non-Operators in proportion to their then interesis in the Leased Premises.

20.3 Damage ciaims caused by and arising out of operations on the Leased Premises, conducted for the joint account

of Non—Operators, shall be handled by Cperator and its attorneys, the settlement of claims of this kind shail be
: within the discretion of Operator so long as the amount paid in settlement of any one claim does not exceed One
o Thousanad Doilars ($1,000.00) and, if settled, the sums paid in settiement shall be charged as expenses to and de
paid by Non-Operators in proportion to their then interests in the Leased Premises.

PART XXI: FORCE MAJEURE

211 U any party is renZered 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 perties prompt
written iiotice of the force majeure with reasonably full particulars concerning it; theceupon, the cbligations of
the party giving the notice, insofar as they are affected by the force majeure, shall be suspended during, dut no
longer than, the continuance of the foree majeure. The affected party shall use all possible diligence to remove

- the forca majeure as quickly as passible.

: - 2L2 The requirement that any force msjeure shall be remedied with all reasonable dispatch shall not require the
% settlement of strikes, lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all
such difficuities shail be handled shall be entirely within the discretion of the party concerned.

21.3 The term "force majeure” as here employed shall mean an act of God; strike, lockout or other industrial
disturbance; act of the public enemy; war; blockade; public riot; lightning; fire; storm; flood; explosion;
governmentzal restraint; unavailability of equipment; and any other cause, whether of the kind specifically
enumerated abaove or otherwise, waich is not reasonably within the control of the party claiming suspension.

PART XXII: NOTICES

All notices authorized or required between the parties, and required by any of the provisions of this agreement,
shail, unless otherwise specificaily provided, be given in writing by United States mail or Western Union
telegram, posiage oc charges prepaid, addressed 0 the party to whom the notice is given at the addresses listed
in 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 notics is directed and the time for such party to give any notice in response
thereto shall run from the date the originating notice is received. Th€ s&ccnd oF any resnansive notice shall be
deemed given when deposited in the United States mail or with the Western Union Telegrsph Compeany, with
postage or charges prepaid. Each party shall have the right to change its addnccs 55 507 (G2, D08 o e (o
time. bv giving written notice thereof ta all ~2bor Sor 0o,

PART XXHII: MISCELLANEOUS PROVISIONS

23.1 If any party receives, while this agreement is in foree, a contribution of cash toward the drilling of & well or any

f other operation on the Leased Premises, such contribution shall be paid to the party who conducted the criiling

e other operation and shall be applied by it against the cost of such drilling or other operation. I the

contribution be in the form of acreage, the party to whom the contribution is made shall prompuy execute as

i assignment of the acreage, without warranty of title, to the Non-Operators in proporticn to their interests in

- the Leased Premises at that time, and such acreage shail become a part of the Leased Premises and de governed

- by all provisions of this contract. Each party shall promptly notify ail other parties of all acreage or meney
coatributions it may obtain in support of any well or any other cperation on the Lzascd Premiczes,

23.2 Each Non-Operator waives any and all rights he may have to partition the Leased Premises and have set aside
to him in severalty his undivided interest therein.

23.3 Each of the Non—Operators hareby constitutes and appoints Operator its lawful agent and atterney in fact for
the sole and only purpose of executing on its behalf sil applicstions and instuments incident hereto, cirected to
the proper govemnmental agencies or authocities, for the authority, permit, or germits as may de necessary or
convenient for the drilling, completing, decpening, olugging, adandoning, perforating, sheoung, acidizing,
reworking, operating, productng, rapairing, maintaining, use as a gas or water input well, or use 2s a salt waier

disposal well, and with the same lorce and effect, within the same scope of said appointment, as though such

-
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soplicstions and insTuments wvere executed and were sworn (0 DY each Non-Operatoe incividually, hereov
satifying and confirming all that saiQ attorney nas done cr shall 20 11 the premises Dy virtue hereof.

23.4 Operator shail prepere and {urnish 1o any culy constituted suthority having jurisdiction of the Lassed Pramises
Arer ama al) ec? 0

any ang all TepocTs, siatements, ind information 4s may Se required with ¢ sp the Leased Premises.

-2
t3
i

Notwithstanding any cther srovisions of this agreement or Zxhidit C (Accounting Procedures), Coerator shall
have the rignt o leue matecial and equipment [or use on (e lessed premisas; lhe cost of Jenting suen mater:

and equioment shall Se charged 0 e Joint Aczount. Also, Coerator shall have the sight o lease -'munus and
squipment Jor use on the Lasasad Premises for e Jenefit of particular Non-Cperstors and if it does so,

Operator shall charge the antire cost of reniing such materials and equipment to the scoounts of such
Von—Ogemtcrs.

TAIS AGREZMENT may Ze signed in counterpart, and shail e Sinding upon the parties and upon Neir “eifs, successaers,
representatives, and assigns.

H
I
‘ OPERATOR

THE MAURICI L 3R0UWN COMPANY

Maurics L. ‘o;rown, Generai Farter

NON-QPERATORS

/

?/w-‘\/“ ' / e

pd Maurice L. Brown

-
-y .

] ///. R




STATE OF MISSOURI .

cou oF JACKSON } ss. ACKNOWLEDGMENT FOR INDIVIDUAL (Kans. Okla. and Colo.)
Rafors ms, the uadersigned, a Notary Fubiie, within and for said County and State, on this aca

day of. September. 1972 _, personally appeare . BRO ndividually

and___as General Fartnexr of The May . Brow ny

to me personaily known to be the identical person.__who executed the within and foregoing instrument and acknowledged to me
that.he __ _ executed the same as his __ free and voluntary ac% deed for the ? mjgmoses therein set forth,
: year

IN WITNESS WHEREOF, I have hereuntc set my hand and offt eal the day a ve written.

My commission expires : ' z Ao :
” Mancy A/ Elgin (Yotary Public
o3y CCvm 3N ey L. ) - NA‘\‘C\! A “ .
N - LTI PR . ... ) e

STATE OF s5. ACKNOWLEDGMENT FOR INDIVIDUAL Tk, Oica. ind oo
COUNTY OF. . _ CES 7L

Before me. the undersigned. a Notary Public, within and for said County and State erMRidTr T =2,
day of 19 personally appeared
and.

to me personally known to be the identical person._who executed the within and icregoing instTument and acknowiedged to me

that___ executed the same as free and voluntary act and deed for the uses and purposes therein set forth.
IN WITNESS WHEREOF, I have hereunio set my hand and official seal the day and yesr last above written.

My commission expires o

Notary Public
STATE OF
com oF } ss. ACKNOWLEDGMENT FOR INDIVIDUAL (Kans. Okia. and Colo.)
Before me, the undersigned. a Notary Public, within and for said County and State, on this
day of. 19 , personally appeared
and.. i

to me personally k—~own to be the identical person._who executed the within and foregoing instrument and acknowledged o me

thate_____executed thesame as ____________ free and voluntary act and deed for the uses and purposes therein set forth.
IN WITXESS WﬂEREOF, I have hereunto sez my hand and official teal the day and year last above written.

My commission expirea.

Notary Public

oAy A .
TUTTTT Ty ss. ACENOWLEDGMENT FOR INDIVIDUAL (XKans. Okla. and Celo.)
COUNTY OF ___ . } ' ¢
Before me, the undersigned, a Notary Public, within and for said County and State, om this
day of 19 personaily apnesred
and

to me personsily known to be the identical person__who executed the within and foregoing instrument and acknowiedged to me+

that . executed the same z3. free and voluntary act and deed for the uses and purposes therein set forth.
IN WITNESS WHEREOF, I have hersunto set my hand and oficial seal the day and year last above written.

My commission expires _

Noatary Public
STATE OF. } ss. ACENOWLEDGMENT FOR CORPORATICN
COUNTY OF
Be it remembered that on this day of 19. before me, the undersigned, a
Notary Publie, duly commissioned, in and for the county and state aforesaid, came
president of
& corporation of the State of. personally known to me to be such oificer, and to be

the same person who executed as such officer the foregoing instrument of writing in behalf of said corporation, and he duly ac-
inowiedged the execution of the same for himself and for said corporation for the uses and purposes therein set forth.

IN WITNESS WHEREOF, [ have hereunto set my hand and official seal on the day and yesr last above written.
My commission expires

Notary Public
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S EXHISIT A

Attached to and made & Sart of the Operating Agreement gawst eifeciive September 1, 1575

pectaining to the interests acquired in the oll and gus leasehold eatates under valld and subsisting ol and gas leases covering the lands
deseribad on Exhibit 2 hereto,

"Maurice L. Brown

As usad in this Exiibit A the following terms shall have the {ullowing meanings:

Working interest of any particular named owner means that owner’s interest in the oil and gas lesse or leases covering the lands described
n m therewith and siso that owner's share of the operating sxpenses incurred in connection with such lease or leases.

¥et interest in production of any particular named owner means that owner's shace of all production of oil, gas and other hydrocarbons from

or silocabie to the land described in connection therewith after deducting all applicable royalties, overriding royalties and other burdens on
production owned by or payable to others.




EXHIBIT B

Attached to and made a part of the Operatine Agreement deted

effective September 1, 1979

suosisiing oil and gas ieases covering the following

alid and

easencia estates under v

1

Northeast Quarter (NE/4) Sec. 8-10S-34E

Lea County, New Mexico




EXHIBIT C

Attached to and made s part of the Cperating Agreementcased __effective September 1, 1979 {the

TAgreement”) ponur.me to the interests acquired in the oil and gas leasehold estates under valld and suosisting oU and gss leases coven:ng
th. lands described on Exiiuvie w» wes v i

ACCOUNTING PROCEDURE

The term "Leased Premises” a3 herein used shaill de construed t0 mean the subject area covered by the Agreement to which this
Accounting Procedure is attached,

The term "Operatot” as herein used shall be construed to mean the party “esignated to concuct the cperation and development
o tha lessed premises [oc the joint account.

The term "Non—-Opecator” as herein used shall be construed to mean any one or moce of the non—operating partias ¢ the
Agreement tc which this Accounting Procedure is attached.

Operator shail bill Non-Operator on or before the last day of each month for its propertionate share of costs and expenditures
during the preceding caiendar month. Said billing shall be an itemized statement of such costs and expenditures. Each Non-Opecator shall
pay his portion of all such oills within fifteen (15) days after the receipt thersof. If payment is not made within such time, the unpaic
balance shail bear interest at-thc rate provided in said Operating Agrsament until paid, Payment of any such bill shall not prejucice the
PIEAT Of Wiy Nea—opIrutor ta protest or question the correctness theceof; provided that Qperator shall not S reguired ro adjust any item
uniess a claim therefoc has been Lcesanted within & pecicd af six {§) months from receipt of said billing.

L  DEVELOPMENT AND OPERATING CHARGES

Subject to limitations hereinafter set forth, Operator shail charge the joint account for the following:
(1)  Delay or other rentals, when such rentals are paid by Operator with respect to Leased Premises.

{2) Royuities, when not paid dir<ct to royalty owners by the purchaser of the oil, gas, casinghead gas or
other production.

(3) , Labor and cother services necessary {or the operation, maintenance and development of Leased Premises.
(4) Per diem charges for operator's supervisory or technical empioyess.

{3) Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances and

reasonsble personal expenses paid to emplovees whose wages are chargesble to the Leased Premises
under paragraph (3).

(6) Operatocr's cost of plans loc employees group life insurance, hospitalization, pension, retirement, stock
purchase, thrift, bonus and ather benefit plans of a like nature and expenditures or contributions made

pursuant to assessments imposed by governmental auttiority, which are applicable to wages chargesbie to
the Leased Premises under paragraph (3).

(T}  Materials, equipment and supplies purchased and/or furnizhed by Operator {rom warehouse stocks or from

its other lesses for use on the Leassd Premises, ac provided i in the following section: Basis of Charges to
Joint Account.

(8} Moving materisls 10 the Leased Premises from vendor's warshouse or from other properties oi Operator.
{9) Moving surplus materials from the Leased Premises to outside vendees, warehouse or other storsge point.

(18) Use of and service by Operstor's equipment es provided in the {ollowing section: Basis of Charges to
Joint Account.

(1) Damages oc losses incurred by fire, flood, or storm or from any other cause not controllabie by Operator,
provided that such damege or loss is not covered by insurance obtained by Operator, with coasent and

approval of Non-Operator, premium for which has been charged to Non—Operator as hereinafter
provided.

(12) Expenses of litigation, liens, judgments and liquidated claims involving the Leased Premises or incident
to its operation or development.

(13) Al tsxes paid for the benefit of Noa~Operator including, but not limited to, ad valorem, property, gross
production, severance, occupation and any other taxes assessed against the Leased Premxss, the
production therefrom oc the operations thereon.

(14) Insurance:

(a) Premiums paid for insurance cartied for the benefit of Non—Operator together with ajil expenditiires V
incurred and paid in settlement of any and all losses, dameges, judgments and other expenses,
inctuding legal services, not recovered from insurance carrier.

(®) If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in
settiement of any and all losses, claims, damages, judgments and other expenses, including legal
services, shaill de charged to Leascd Premises.

{13) Indirect Charges: Operator shall charge the Joint Account for indirect costs [or district expense items
pius administrative overhead by a single monthly charge per weil which shall cover and include:

{a) The services of Operator's Manager of Production and Exploration, District Superintendents and
other district asmployees and Qperator's district office which 2pply o the dav-~to~day maintenance,
operation and mansgement of Lessed Premises.

{b) The services of managing officers and other executive or administrative emplavees af Qperator in

its principal business office with regard to their duties pecformed in the cay—-to—cday meanagement of
and accounting for Lessed Premises and ather properties operated by Operator.

-l-
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Thc aror.thly g«l wcn chu-zc to the Joint Account {or the services cavared hv narassant: 170
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ge&r moail, ger chargeadie well, in sccordance with 17(a) through 17(g)
Mnot.

The well rate shall be adjusted on the [(irst day of Jaruary of each year following the effective date of
the sgresment to which this Accounting Procedure is attached. The adjustment shail be computed by
multiplying the rate currently in use by the percentage increasa or decrease (n the average we=kly
earnings of Crude Petroleum and Gas Producticn Workers gs shown by the latest availadble “index of
Average Weekly Earmings of Crude Petroleum and Gas Production Workers" as published by the United

States Department of Labor, Bureau of Labor Statistics, as compareq to the sama month in the preceding
year.

Said weil charge shail also %e adjusted by 2n amount computed to de LS times Operstoc's direct and
indirect costs of performing then necessary or required new or increased sarvices and functions for and
o behalf of Non—Operators which are not otherwise specifically covered by this Accounting Procedure.

in addition, the charge provided for in this sectinn may be reasonably amended by Operator from time to
time if in practice the said charge is found, {or other reasons, to be insufficient ce exceesive, C;era;or
shall give notice 10 all Non-Operators =f any proposed change in said cate. [f a majority of
Nou=Operstors accepl such proposed change in writing or ¢o not respond within forty five (45) days
(which shall be construed as consent}, such proposal shall be considared accepted and agreed to.

Sub~District Expense: Operator's expense of providing and maintaining on or in the vicinity of the Leased

Premises (within the sub-district} all small cepair pacts, supplies and tools and all necessary yard and
warehouse facilities and/or housing or office facilities for employees, including depreciation, prorated on
2 per—well basis.

() The term, "well", as used in paragraghs (13) and (16), shall mean and include active (not shut down or
temporarily abendoned) producing oil wells, gas wells, injection wells, water supply wells and sait
water disposal wells.

(b} Gas wells shall be inciuded in the well schadule if connected to & permanent sales outlet even

though temporatily shut in due to over—production or failure of purchaser to take the allowable
production.

(e) Temporarily shyt down weils which are not produced or worked on for & period of a full calendar
month shall not be included in the well schedule, provided, however, wells shut in by governmental
regulatory Dody shall be incluced in the well scheduie only in the event the allowable production is
transferred to some other well or wells on the Leased Premises. In the event of a unit or lease
aliowabie, all weils capable of producing will be counted in determining the charge.

(d) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be
considered as a producing well for each separately producing herizon.

(e) When 2 temporarily sbandoned well is plugged, cne chaige shall be made equal to the monthiy
overhead well charge.

()  One charge equal t0 ten (10) times the monthli( well charge shall be made for each drilling well.

(@ Wells being plugged back, drilled deeper, converted to a water source or injection well or which are

undergoing any type of workaver that required the use of rotary or cable crilling rig or well pulling
machine shail be considered the same as drilling wells,

Handling charges shail be assessed with regard to items of equipment or supplies f{urnished f{rom

warehiouse stocks and with regard to the sajvage and/or other disposition by Operator of equipment
and/or of Leased Premises or a part of either.

Any other expenditures incurred by Operator {or the necessary and proper cperation, maintenance and
development of the joint property.

[I. BASIS OF CHARGES TO JOINT ACCOUNT SUBJECT TO L{18) ABOVE:

All ‘materisls or equipment purchased and all services procured from outside sources shall be charged at

their ectual cost, inchuding freight, to the Operator, after deducting any and ail discounts actually
sllowed off the invoices or received by Operator.

-

New materigls or equioment tranefaermd tn sha Tooood Toooioo. Do saseaouse stacks of other
propernes shall he ariced 3t Uic iower of cost, mclud!ng {reight, or current replacement vaiue.

Used materials or equipmeut, which are in sound and serviceable coadition at the date of transfer, shall
be charged to the Leased Premises at the price at which they could be obtained by Qperator from a
reputable supp!.ier of such used materiais or equipment. Some items of material or equipment, due to
their unusuai nature, shail be fairly and equitably oriced by Operator. Operator does not wartaal the
material and equipment furnished from warehouse stocks or other properties beyond or back of the
dealer's or manufacturer's guaranty, and in case of defective materials or equipment, shall not credit
joint account until adjustment has been received from the manufacturers or their agents.

If materizls oc equipment required are not availadle in surplus stocks, Operator shall, whenever in its
judgment it is peactical to do 30, give Non—Operator opportunity of {urnishing the materials or equipment?
required, provided that same can be {urnished, at the time such materisls or eguipment sre required, and
further provided that any such materials or eguipment shail be in condition acceptadble to Operator and

shall be charged to the joint account on the same terms and conditions as are provided herein to cover
the [urnishing of materials and equipment {rom warshouse stocks.

A chargs for the use of Operator's trucks, compressors, welding and cutting equipment, drilling oc
cleaning-out tools and other items of Operator's machinery and equipment which wiil be ample to cover
maintenance, repairs, depreciation and the service furnished the joint property, orovided, however, that

" such charges shall not exceed those currently prevailing in the area where the Leased Premises are

jocated. Rates shall be revised from time to time in orcer that they will be continually substantiaily the
same a8 those generally prevailing in the ares whern the Leased Premises acre [oceted.
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M. DISPOSAL OF LEASE M.\TERIALS AND EQUIPMEYT

Materials and equipment purchased by Operator shall be credited to the Joint Account and included in
the monthly statement of operations for the month in which the materials and equipment are removed
{from the Leased Premises.

Materials and equipment purchased by Non—Operator shall de invoiced by Operator and paid for dy
Non~-Qperator to Operator immediately (oilowing receipt of invoice and delivery of materials and
equipment. Operator shail pass credit to the Joint Account and include the same in the monthly
statement of operations for the month in which materidis and equipment were paid for by Non~Operator.

Division of materials and equitment in kind, if made between working interest owners. shall be in
propoction to their respective interests in the Leased Premises. Each such owner shail thereupon be
charged with the value of the materials and equipment received or receivabie and corresponding credits
will be made to the joint account by operator.

Sales to outsiders of materials and equipment shall be credited by Operator to the joint account at the

fun amount couected from vendee. Any claims by vendes for defsativa materinit ar squinment or
stharwise siwil ba charged to the joint account, if and when paid by Operator.

V. BASIS OF PRICING MATERIALS TRANSFERRED FROM JOINT ACCOUNT

Matesials or equipment purchased by either Operator or Non-Operator or divided in kind between
working interest owners, unless otherwise sgreed, shall be valued at the same price for which same cowld
be s0ld to & reputable dealer in such materiais and equipment, ready and able to purchase same. Such
value may be determined or confirmed, upon request of Non—Operator, by Operztor obtaining two (2) or
more bids in writing from as many reputable dealers in such materials and equipment, the highest of such
bids to be conclusive in determination of said value.

Junk, being obsoiete or unservicesble materials or equipment, skall be disposed of, where practical, at
the Leased Premises, at prevailing junk prices in the district.

When the use of certain materials or items of equipment, furnished by Operator, Non-Operator or
outsider, on the Leased Premises has been only temporary, and the time of actuaf use thereof justifies,
such equipment will be priced on a basis that will leave a net charge against the joint account consistent
with the service rendered and adequate for the time the materiais or equipment was in use.

Y. COSTS OF ENFORCING THIS OPERATING AGREEMENT

if any Non-Operator defauits in the payment of any amounts due hereunder, and if QOperator employs
iegel counsel to enforce the terms hereof, he shall be entitied to recover the emounts due hereunder
from such defaulting Non—Operator, plus interest, as provided in said Agreement, plus reasonsble
attorney fees, and the costs of litigation.




s i h

EXRI3IT D

o s e Py

| Attached to end made a part of that certain Opersting Agreement cumacx effective September 1, 1979 , By ¢
! and between The Maurice L. Brown Company, as Operator, and Maurice L. Brown
, 43 Non—Operators, covering lands in Lea County, New Mexico ‘

B L

Coperator shail, at the joint expense of the parties hereto, at all times while cperations are conducted hereunder, provide with responsible
insurance companies, insurance g3 follows:

(A) Wourkmen's Compensation Insurance in accordance with the Workmen's Compensation Laws of the State
of New Mexico - , including Employer's Liability [nsurance.

{B) Public Liability lnsurance with respect to bodily injuries with limits of not less than $1,000,000 as to any ;
one person and $1,000,000 as to say one accident; and Prrperty Damage Public Liability Insurance with 3
Umits of not less then $1,000,000 as to one accident, and $1,000,000 in aggregare.

(C) Automobile Public Liability and Property Damage Insurance in amounts of $250,000 for injucies to one
person, $500,000 for injuries in one accident and $100,06G ior property damage. -

The Operator shall require its contractors and subcontractors working or performing services upon the Unit Ares covered hereby to comply
with the Workmen's Compensation Laws of the State of New Mexico and to carry such other
insurance and in such amounts as the Operator shall deem necessary.

PP
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RE: State 8 #1 - NE/4 Sec. 8-10S-34E
Lea County, New Mexico

U S S O ST T

WBEREAS, the undersigned is the owner of an interest in and to the oil, gas
and mineral lease(s) covering the tract(s) of land described above;

WHEREAS, The Maurice L. Brcwn Company, as Operator, and Maurice L. Browm,
as Non-Operator (as holder of legal title, for and on behalf of the undersigned),
executed a certain Operating Agreement effective _ September 1. 1979 pertaining -
to the development and operation of the oil, gas and mineral lease(s) covering the
tract(s) of land described above, a copy of which Agreement, including the Exhibits
thereto, is attached hercto and made a part hereof, and

WHEREAS, the undersigned desires to ratify said Operating Agreement;

NOW, THEREFORE, in consideration of the premises and the sum of One Dollar
($1.00), the receipc of which is hereby acknowledged, the undersigned does hereby
ratify, adopt and confirm,,as to his/its inrerest, said Operating Agreement in all ' !
respects and agrees that the undersigned and the heirs, suzcessors, representativas . 3
and assigns of the undersigned shall be bound by all of the terms and provisions of : :
said Operating Agreement as fully as if the undersigned had personally executed the
same as 3 party or parties Non—Operator hereof.

IN WITNESS WHEREOF, the undersigned party or parties have axecuted this
instrument this day of ' i y 1979,

i raoa ek saks

GKM, INC.

o TPTTREU o ST R

'/BW e, ;

LR

STATE OF _OKLAHoMA )

) Ss.
COUNTY OF _ “JTUALSA )

Be it remembered that on this |7 day of DECEMBER , 1979, before
me, the undersigned, a Notary Public, duly cormissioned, in and for the county and state
aforesaid, came THOMAS . MACH : ,

VICE president of _ GKM. INC. : )
a corporation of the State of OKI AHDOMA » personally known to me to be such

officer, and to be the same persom who executed as such officer the foregoiag instrument
of writing in behalf of said corporation, and he fully acknowledged the execution of the
same for himself and for said corporation for the uses and purposes therein set forth.

IN WITMESS WHEREOF, I have hereunto set my hand and official seal on the day

and year last above written. /-)

My Ccumission Zxpires: Notary 2ublic

S-24-80

TO 5E SIGNED & RETURMER
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INE MAURICR L. B2O0WN COMPANY (IN LOUISIANA, NAMED "MAURICE L. BROWN LOUISIAKA™).

Don D. Littell KITECTIVE OCTUBER, 1979
(PRODUCTION RE~ESTAZLISHED) ,
: The Maurice L. Brown Company
Suite 200 - Sutton Place
W:ichita, Kansas 67202

LZASE WOER: 307014 -

.

LEASE KaME: STATE So. § ' o

LEGAL DESCRIPTION:

THE SORTREAST QUARTIR (NR/4) OF SECTIOR EICRT (8), TOWSSHIP TEN SOUTH (103), mm-musrmz). X.M.P.M.,
LOCATED IN THE COUNTY OF LEA, STATE OF MEW MEXICO.

B PAYOUT AFTER PAYOUT
o ) WORKING REVENUE INCPHEST L
NUMBER OVSER MAME *  merEResT OIL/COND  GAS/LR ISTEREST  OIL/COND  GAS/LH \
15108 The Meurice L. 3rowa Company-PIC 1 .$575000  .4703906  .4703906 .5575000  .4529688  .4529688
15328 Brown & Fox Investmeat Coupany 1 .0100000  .0084375  .008437S .0100000  .00812%0  .00812%0
16280 Paul H. Byers 1 0100000  .0084375  .008437%  .0100000  .0081250  .00812%
28968 P. E. ?. 011 and Gas Compaxy 1 .1500000°  .1265625  .1265625 1500000  .1218750  .12187%0
31988 G KM, Ine. 1 . 1000000 . 1000000
31983 G KY¥, Ine. 1 0843750 0843750 .0812300  .0812500
32694 W. M. Groesbeck L .0500000  .0421875  .062187% .0500000  .0406250  .0406250
16630 Jesk V. Harrison . 1 .0025000  .0021094  .0021094 .0025000  .0020312  .0020312
41665 Gary H. Johnaem i .G100000  .0084375  .008437% .0100000  .0081250  .0081250
43058 Maryann Kleban Trust 1 .0300000  .0253125  .0253125 .0300000  .0263750  .02437%0
. 45231 Do D. Littell 1 .0100600  .0084375  ,008437% .0100000  .0081250  .0081250
53632 frank £. Sovy | .0S00000  .0A2187%  .0421875 .0500000  .0406230  .0L06250
54961 Regben 2. Peulsen } 1 .0100000  .00B4375  .008437S .0100000  .0081250  .0081250
68536 Jack . Shockley 1 _21S5L0G .uuSAJTS  _.008437S _.0100000 _.0081250 _.0081230
1.0000000 8237888 .243750w T.000W0  .8125000  .8125000
Stace of Hew Maxico
(Purchaser Disbursed) 2 .1250000  .1250006 .1250000  .1250000
32694 B, M. Crossbeck s .0312500  _.0312500 .0623000 0625000
1.0000000 1.0000000 1.00000( 1.0000000 1.0000000 1.0000000
- ] - - "]

1 ~ WORKING INTEREST, 2 - ROYALTY, 3 - PRODUCTION PAYMENT, 4 - OVERRIDE, 5 - SPECIAL
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.o OIL AND GAS DIVISION ORDER

TO: THE MAURICE L. BROWR COmTANY (TN LOUISTANA, NAVED "MAURICE L. BROWN LCUISIANAT).
P.0. BOX 11320

KANSAS CITY. MISSOURI 64112

Each of the undersigned hereby warrants that the nterest set oul opposite his. her. sheir or its namets! shown vn the reverse side hereo! s his.
her. their or its correct ownership n the oil Iwhich for purposes hereof includes condensaie and distllate). pas 2nd hquid hydrocarbons produced from
the icasetsi Or unittst also chown on the reverse side hereof. which leaseist or unitisi s (are! located in the countyiiest or panshncst of the statest also
shown on the reverse side hereol. on and covering the lands shown.

You. your successors or assigns. are authorized. effective on the date shown on the reverse side hereof. to receive and purchase the oil. pas uad
:quid hvdrecarbons belonging 10 the underugned. or to sell such oil. gas and liquid hydrocarbons and give credit for the proceeds derived therefrom 1o
the undersigned m accordance with his. her. its or their division of interest shown on the reverse side hereof. subject 1o the following terms and provisions:
IF THE PRODUCTION COVERED HEREBY 1S GAS AND LIQUID HYDROCARBONS:

1. For the purpose of this Davision Order, the term “gas” and “liquid hvdrocarbons™ shall be defined as follows:

2. “Gas” means hydrocarbons in gaseous form under original reservoir conditions. and is comprised of natural pas. including ali of its constituent
elements. which elemenis include tbut not by way of limitation) sulphur. gasoline. condensate. distillate. buianes. propapes. and other
Ighter hydrocarbons.

b. "Liquid hydrocarbons™ means gasoline. condensste. distillate. buwanes. propanss. and other lighter hvdrocachons or any mixiure thereol con-

densed. absorbed. or separated out of or from the gas.

2. You are authorized o sell the gas and liquid hydroc:rbons produced from any well locsied on said land. deliver such gas and liquid hvdrocar-
bons 10 the purchasers and coliect the proceeds fiom sich s3ics. 2nd unon receipt of the sales price. you shall distribute the nei proceeds 10 the respective
owners as shown in this Division Order in the proportions stated.

3. The net proceeds 10 be distribuied shall be that poriion of the sales price which represents the sales price of the gas and liquid hydrocarbons at
zheweusotdmddelivered hereunder. less the amount of any tas required by law to be deductes and paid by you, and less any charges for compression
and/or transportation of such gas and liquid bydrocarbons if reguired or charged by the purchasers as 3 condition of such sales.

4. Settiement for such gas and liquid hydrocarbons produced from said lands shall be made monthiy by vou by mailing or delivering to the respec-
tive owners a check for the amoun! due.
1F THE PRODUCTION COVERED HEREBY IS OlL:

1. The oil run hereunder shall become your property upon actual delivery thereof into your possession or 10 any person or corporation designated
by you or inio any gathering or trunk line of any pipeline company designated by you.

2. The oil received and purchssed in pursuance hereof shall be delivered {.0.b. 10 vou. or t0 any person or corporation designaied by you. or 10
any gathering system or pipeline company designated by you which gathers and receives the same. and shall be paid for monthiy to the owners se! out
above at the market price received by you. by check mailed to the respective owners at the addresses above given for the amount due on account of oil
purchased hereunder. less any taxes required by law to be deducted and paid by you. 1f it is necessary 10 wanspon crude oil received hereunder by truck.
you are authorized to deduct from such price the trucking charges charged for such transportation. Pipeline grades and measurements shali govern and
contro! all settiements.

3. You shall deduct from all oil received hereunder into pipelines or trucks all basic sediment. water. and other impurities. and in addition. shail
correct volume of oil to normal sempematre of 60° Fahrenheit in accordance with established rules prevailing at the time and place of delivery. Only
merchantable oil will be received hereunder.

GENERAL (OIL, GAS AND L1QUID HYDROCARBONS): ’

1. Without impairment of any warranty herein contsined. it is agreed thet ssusfaciory evidence of titie will be furnished as of the effective date
hereol. and at any time thereafter when demanded. 1f such evidence of title does nol. in the opinion of your atiomey. show that each of the undersigned
has good tite to the oil. gas and liquid hydrocarbons produced from the above-described land. or in the event of ciaim. controversy. or suit. which in
the opmion of your anorney affects title 10 any such interest hereunder. you may hold. without interest, the amount eredited 10 the owner thereo!l until
such title has been made acceptable (0 you. or until such claim. controversy. or suit is settled 1o your satisiaction.

2. You and/or any carrier wwransporting oil. gas or liquid hydrocarbons for your account shall be held harmiess by the undersigned. 10 the extent of
his interest. as set forth in this Division Order. from any judgment rendered egainst you or it on account of recstving. purchasing, paving for. or wans-
porting the oil. gas or liquid hydrocarbons credited 1o the interest of the undersipned.

3. it is undersicod that ary vendee or assignee of any interest of the undersigned in said property or the production therefrom shall take subject
10 the 1ermas hereof. The undersigned agrees 10 notify you in writing of any change of ownership. and agrees that ary transfer. assignment. or convevance
of any interest hereunder shall be made subject 1o this Division Order. efieciive a1 7:00 A.M. on the first day of the calendar month faliowing such notice
10 you. You ase hereby relieved of any responsibility for deiermining when any of the interests hereinabove set forth shall rever: 1o other parties as a
result of the compiletion or discharge of money or other payments from said interests. and if the interest of the undersigned is affected by such money
or other payments. the undersigned agrees 1o deliver 10 you notice in writing when any such money or other psyments have been completed or discharged
or when any other division of interes: than that sec forth above for the undersigned shall, for anv reason. become efiective. and 1o execute Transter or
Division Orders accordingly upon request: and in the event such notice shall not be delivered 1o you, the undersigned agrees to indemnify and hold you
harmiess. and hereby relesses you from any and all damage or loss which might arise out of any overpayment.

4. 1t is agreed that should the procecds aciruing 1o 2n imerest hereunder jor any one month amount to iess than ten dollars ($10.00). you may. al
vour option. sccumulate such proceeds and proceeds for subsequent months. without interest. umtil such adcumuiation smoumie o ten doliars ($10.001.
or umil December of ecach year. whichever comes first. at which time paymem of such accumularions shall be made.

% Each of the undersigned hereby adopts. ratifies. and confirms the oil. gas. and mineral lease or leases pursuant to which oil. gas and liguid

hvdrocarbons are being produced and sold. and any amendments or supplements thereto. such ratification 10 remain valid and effective irrespective of
the 1ermination of this instrument.

6. This Division Order may be executed in one or more counterparts. cach of which shall be deemed to be arn original. and shall become binding
upon. snd inure 10 the benefit of. those who sign i1, their heirs. successors. and assigns. as soon as they do so repardless of when. or if. i is sizned by
~herc The purchaser hereunder shall have the right to assign its rights end obligations hereunder to any person. parmership. corporation or other form
of organization and INE TIEM 10 Grmewail 1032 Mdeinn Order upon thiny (30} days written notice.

7. Shouwid Sil. g2z or lauid hvdrocarbons produced from the descrided NG ve wuneeetcl 712 Tonduntion from one or more other tracts prior
10 delivery hereunder. the oil. gas or liquid hvdrocarhons deemed a0ic hirtundsr ehall be that portion of the commingied oil. gas or ngwa un;w.......h-
which is allocated (0 ihe described land on the basis of lease meter resdings or other-method generally accepted v the inausiry as iair, snd the portion
so allocated shisll be deemed for all purposes 1o have been actually produced from the described land.

B.Shouidthcim:rest of the undersigned in the described land (unit) be attributable to imterestis) in 3 tract(s) of iand presently 2 part of the described
jand (Gnit). the interent reflecied on the reverse side hereof is the interest of the undersigned in the described Jand (unit) and pot in the tractis) by virwe
of which suck interest is derived. Should. subsequem to i Sascution hereol. the described land be pooled or unitized with one or more other tracts of
hndbyamhontyofagreemem. deciaration. operstion of law or order of any governmentsl agency with junisdiciion. i 3L g2t or liauid hvdrocarbons
deemed 30id bereunder shall be that portion of the total pooled or unitized oil. gas or liquid hydrocarbons which is allocated w the described land by such
authority and the poriion so allocated shall be deemed for 2l purposes 10 have been actually produced from the described land. In 3 pooled unit. the unit
imterest of the undensigned shall be determined by multiplying the interest(si of the undersigned in any tract therein by the sppropriate participation factor
for that tract.

Two WITNESSES For Eack Owner's Signeture OWNERS SIGN BELOW TAXPAYER NUMBER*

Don D. Littell

; your Socisl Secatity o other Jdeatification Number 5y required by Feveist IRisrns! Revenue Code.
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MR. STAIMETS: FKe'll call at this time
Case 6875,

VR, PADRILLA: 2Application of Maurice L.
Brown Company for compulsory pecling, Lea County, New Mexico.

MR. CARR: May it please the Examiner,
I'm william F. Carr, Campbell and Black, P. A., Santa Fe,
appearing on behalf of the applicant. I have one witness

who needs to be sworn.
{Witness sworn.)

MR. STAMETS: Any other appearances in

this case?

DON LITTELL

being called as a witiness and having been duly sworn upon

hdm aail A a2 m . e ww LI AL

————— o ——— —— e A - - —— e — - e =

DIRECT EXAMINATION

BY MR. CARR:

Q Will you state your name, please?
A Dcen Littell.
& And your place of residence?

A Wichita, Kansas.
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Q By whom are you employed and in what
capacity?

A The Maurice 1.. Brown Company as Land
Manager.

[+ Have you previously testified before this

Commission, had your credentials accepted and made a matter
of record?

A No, I haven't.

Q Would you briefly summarize for tne
Examiner your educational background and werk experience?

A My educational background is a businss

administration degree and I have worked as a landman for the
Maurice L. Brown Company for seven vears, the last three
years as land manager.

Q Are you familiar with the application in
this case and the area which is involved?

ho] ’ T am

P

MR CARR: Are the witness' qualificationd
acceptable?
MR. STAMETS: They are.
0 Mr. Littell, will you briefly summarize
what Maurice L. Brown Company seeks with this application?
A Maurice Brown Company seeks compulsory
pooling of all the minerals under the routheast quarter of

the northwest guarter of Section 4, Townshlp 9 South, Pange
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34 East, L=2a County, New Mexico, for the purpose of drilling
a San Andres well,

Q Will you now refer to what has been
marked for identification as Applicant's Exhibit Number One
and explain to the Examiner the data containec thereon?

A Exhibit One is an acreage plat showing
the location of our proposed well, the acreage that we pro-
pose to be pooled is shown in green; the surrounding wells
in the area with the total depths and the wells labeled.

Q Are the surrounding wells San Andres
wells?

A None of the surrounding wells on this
plat are San Andres wells.

o And I believe there is a well shown in
the shaded area as plugged and abandoned, is that correct?

A That's right.

Q How close is the nearest San‘Andres

nenduntion to the subiect unit?

A Approximately five to six miles.

Q You are propoiding to drill at a standard
location?

A Right.

o Will von now refar to what has been

marked for identification as Exhibit Number Two and identify

this for Mr. Stamets?
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A Exhibit Number Two is a drill site title
opinion prepared by the firm of Kellahin and Kellahin in
Santa Fe giving the working interest ownership and the mineral]
ownership under the entire south -- correction, under the
entire northwest quarter of Section 4.
On page four of the title opinion it
shows the working interest to be owned 75 percent by the

Maurice L. Brown Company and 25 percent by Tenneco 0il Com-

pany.
Q Is Tenneco's interest an undivided in-
terest?
A It is.
0 Would you briefly summarize for the Exa-

miner the effort you've made to obtain 9oluntary agreement
for pooling or farmout from Tenneco?
A We first contacted Tenneco in March of

1979, At that time we offered to take a lease from Tenneco

Vrat the same time we were offering to lease the other undivid-

ed interests in this quarter.

In May of 1979 Tenneco replied to us by
making a counter offer.

In June of '75 we corresponded with them
asking them to adjust their counter offer in one respect.

On June the 14 of '79 they wrote us a

letter telling us that they did not change their counter
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offer, and at that point the discussions between us lapsed
for a period of six or eight months because we were at the
time still in the process of acquiring the other leases on
the other 75 percent of the minerals.

In January of 1980 we had by that time
received the other leases. We had the other 75 percent under
lease and we corresponded with Tenneco telling them that
we had decided to accept the offer that they had made us in
May of 1979, if they could etill make the offer good.

They said yes, we can still make that
offer to you, and we at that time signed the letter agreement
that £hey had sent to us in May of '7%, and we signed it and
returned tt to them and it's in their files now.

They then followed that up in February
of 1980 with another letter agreement, a formal letter
agreement, with a lease form to us, and in our opinion the
terms of what they had sent to us were materially different
from what we felt we had agreed to in our Mav, 1979  1até=

| We corresponded with them in March of
1980, pointing out that we felt that they had changed the
agreement that we haé, and asking them to -~ to leave the
agreement as we felt it had been.

Then on March the 26th of 1\980 they
wrote back and said, in effect, we do not agree to change

the -- the February letter agreement, and lease, and that if
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the Maurice L. Brown Company could not agree to return the
last agreement to them by April the 7th, then Tenneco would
withdraw its offer and that was the last correspondence with
them.

Q Will you refer to what has been marked
for identification as Applicant's Exhibit Number Three and
just identify that for the Examiner?

A Exhibit Number Three is a letter from the
law firm of Campbell and Black to Tenneco 0il Company noti-
fying them of the pooling order h&ving been filed before the
Conservation Division.

Q Mr. Littell, will you refer to what has
been marked Exhibit Four and review the data contained there-
on for Mr. Stamets?

A Exhibit Number Four is an AFE giving our
estimated costs of dArilling the proposed well. The top part
shows tha ccosta of a nonproductive dwe hole, The saoond
section shows the completion costs, and the bottom part
shows the equipment costs.

The total cost of a productive well,
fully equipped, is estimated to be $268,245.

2 v Does this AFE accurately reflect the
costs to be incurred or that are incurred by Maurice L.
Brown in drillineg a well similar to +he nne you're éroposing?

A It does.
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Q Mr. Littell, do you consider the driliing

of this well to be a high risk venture?

A Yes. ﬁ
Q And on what do you base this opinion?
A We feel it's high risk, first of all,

because there is no other San Andres production in this
general area.

Secondly, the dry hole located in the
northwest quarter of Section 4 was a well drilled to the |
San Andres. It was production tested for about 36 barrels "
of oil a day.‘ It was then fracd and they got all water, and

we feel that it will probably be very difficult to treat

this well without having the same results that they had.

Q . A »my ranavrad +n make a ref_gmmendation

-« .« om
T A pan e g ——

o

to the Examinnr as to the riqk factor that should be assessed
against thosa who 40 not participate in the drilling of the
well?

A Yes, we recommend a 200 percent risk
factor.

0 Have vou made an estimate of overhead
and administrative costs while drilling and producing the
well?

' R Our estimated administrative costs while
drilling the well are $3800, and the overhead costs while

producing the well are estimated at $380 per well per month.
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Q Do these figures reflect the actual cost
incurred by Maurice L. Brown in drilling and producing simi-
lar wells in this area?

A They do.

Q Do you recommend that these costs be
incorporated into any order resulting from this hearing?

A Yes.

Q Does Maurics L. Brown request to be de-
signated operator of the subject well?

A Yes.

Q In your opinion will granting this ap-
plication result in the recovery of hydrocarbons that other-
wise would not bhe recovered?

A Yes, it does. We feel thexre are hydro-
carbons here to be recovered that will not be recovered if
we cannot drill this well,

Q In your opinion will granting the appli-
cation be in the interest of conservation, the prevention

of waste, and the protection of correlative rights?

A Yes.

Q When does Maurice L. Brown plan to spud
this well?

A June the 5th, hopefulily.

Q knd are you requesting that the order be

P - : P . ' e :
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A Yes.
2 pid you prepare Or have you reviewed and
can testify as to the accuracy of Exhibits One through Four?
A 1 3id not prepare them. I have reviewed
all of them and I can tastify as to the accuracy of then.
MR. CARR: Mr. Examiner, at this time
we weuld offer Applicant's Exhibits One £hrough Four.
MR. STAMETS: Thess sxhibits will be
admitted.
MR. CARR: We have nothing further on

direct.

CROSS EXAMINATION
BY MR. STAMETS:
Q Mr. Littell, could you supply the Divi-
gion with coplies of the Tenneco cofrespohdence?
A ' Yes.

0 Has Maurice L. Brown euues-< Tata any

. woluntaxy operating agreements that provide for overhead

costs such as you've requested here roday?

A | Not with any of the parties in this --
wio will be involved in this well, i£ I understand your
question.

Q. Have you had any other voluntary agree-—

ments recently that provide for this type of & cost?
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A oh, yes. Yes.
Q Can you make them --
A These are our gtandard costs.
Q Can you make a copy of one of those

available to us?

A ves. Yes.

MR. STAMETS: Any other questions of the

witness? He nay be excused.

Anything further in this case?

MR. CARR: Nothing further, Mr. Examiner.

MR. STAMETS: The c&

wnder advisement.

{(Hearing concluded.)

se will be taken

e el ks

e

30
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REPORTER'S CERTIPICATE

I, SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY that

the foregoing Transcript of Hearing before the 0il Conserva-

tion Division was

a fuil, trus, and

by me to the best

reported by me; that the said transcript is
correct record of the hearing, prepared

of my ability.

oing
apyihatthe 0T8N Cin
! herz07 °7 rc’i of the Proceedmgi.——}
comgieie € ing of Cas8 Ne-. 3
¢ heal 19~/2




THE MAURICE . B ROWN COMPANY

SUTTON PLACE BLLDING, SUTE 200, WICHITA.KANSAS 67202 (3161265 -4651

April 24, 1980

L

Mr. Richard L. Stamets
0il Conservation Division 5

P. O. Box 2088 "
Santa Fe, New Mexico nO
L
Re: Docket No. 12-80 ’W"{
Case 6875 ('/
e

Dear Mr. Stamets:

During the hearing of subject case you requested a copy of The
Maurice L. Brown Company Operating Agreement. Enclosed is such
a copy. This is the Operating Agresment form used by The Maurice
L. Brown Company in all of the six States in which we operate.

Paragraph (1s) (b) rrovides for a monthly per well charge to be
determined in January of each year (blank space). That amount as
of January 1, 1980 is $380.00.

Paragraph (17) (f)} provides for a drilling well charge equal to
ten (10) times the monthly well charge. Since the monthly well
charge is $380.00 the drilling well charge is $3,800.00 as of

~ January 1, 1980.

You also requested copies of the correspondence between The
Maurice L. Brown Company and Tenneco. Copies were left at your
office following the hearings on April 23, 1980. If you would
like any further information let us know.

S >
Sincezely, " S~
NG,
_ / 1, - q.( 2’)-\
T~ e, N
Don Littel{\ K oy . Y2 _

DL:ms

‘XC: Wwilliam F. Carr
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MR. STAMETS: We'll call at this time
Case 6875.
MR. PADILLA: Application of Maurice L.
Brown Company for compulsory pooling, Lea County, New Mexico.
MR. CARR: May it please the Examiner,
I1'm William F. Carr, Campbell and Black, P. A., Santa Fe,
appearing on behalf of the applicant. I have one witness

who needs to be SWoIn.
(Witness sworn.)

MR. STAMETS: Any other appearances in

this case?

DON LITTELL
being called as a witness and having been duly sworn upon
Lo ~adh  kaetified as follows, to-wit:
DIRECT EXAMINATION
BY MR. CARR:
Will ycu state your name, please?

Q

A Don Littell.
Q And your place of residence?
A

Wichita, Kansas.
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Qo By whom are you employed and in what
capacity?
A The Maurice L. Brown Company as Land
Manager.
Q Have you previously testified before this

Commission, had your credentials accepted and made a matter
of record?

A No, I haven't.

0 Would you briefly summarize for the
Examiner your educational background and work experience?

A My educational background is a businss
administration degree and I have worked as a landman for the
Maurice L. Brown Company for seven years, the last three
years as land manager.

0 Are you familiar with the application in
this case and the area which is.involved?

A T am.

MR. CARR: Are the witness' gualificatio
acceptable?
MR. STAMETS: They are.

Q Mr. Litteil, will you briefiy summarize
what Maurice L. Brown Company seeks»with this application?

A Maurice Brown Company seeks compulsory
pooling of all the minerals under the southeast quarter of

the northwest quarter of Section 4, Township 9 South, Range
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34 East, Lea County, New Mexico, for the purpose of drilling
a San Andres well.

0 Will you now refer to what has been
marked for identification as Applicant's Exhibit Number One

and explain to the Examiner the data contained thereon?

>

Exhibit One is an acreage plat showing
the locaticn of our proposed well, the acreage that we pro-
pose to be pooled is shown in green; the surrounding wells
in the area with the total depths and the wells labeled.

Q Are the surrounding wells San Andres
wells?

A None of the surrounding wells on this
plat are San Andres wells.

| Q And I believe there is a well shown in

the shaded area as plugged and abandoned, is that correct?

A That's right.

e How close is the nearest San Andres

production to the subject unit?

A Approximately fivevto six miles.

0. You are propbsing to drill at a standard
location? |

A Right. \

0 Will you now refer to what has been

marked for identification as Exhibit Number Two and identify

this for Mr. Stamets?

P P T T

il e o dr i M wad x



PHNT o

SALLY V. BOYD, C.8.R.

Rt. | Box 193-B

Sats Py, New Megico 87501

Phoiw (305) 435-7409

10

11

12

13

B ¥ B N

Page 6

A sxhibit Number Two is a drill site title
opinion prepared by the firm of Kellahin and Kellahin in
Santa Fe giving the working interest ownership and the mineral
ownership under the entire south --ﬂcorrection, under the
entire northwest guarter of Section 4.
On page four of the title opinion it
shows the working interest to be owned 75 percent by the

Maurice L. Brown Company and 25 percent by Tennecc 0il Com-

pany.

Q Is Tenneco's interest an undivided in-
terest?

A It is.

0 Would you briefly summarize for the Exa-

miner the effort you've made to obtain voluntary agreement
for pooling or farmout from Tenneco?
A We first contacted Tenneco in March of

1979. At that time we offered to take a lease from Tenneco
at the same time we were offering to lease the other undivid-
ed interests in this quarter.

Iin May of 1979 Tenneco replied to us by
making a counter offer.

In June of '79 we correéponded with them
asking them to adjust their counter offer in one respect.

On June the 14 of '79 they wrote us a

U TN A T e I

letter telling us that they did not change their counter
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offer, and at that point the discussions between us lapsed
for a period of six or eight months because we were at the
time still in the process of acquiring the other leases on
the other 75 percent of the minerals.

In January of 1980 we had by that time
received the other leases. We had the other 75 percent under
lease and we corresponded with Tenneco telling them that
we had decided to acccpt the offer that they had made us in
May of 1979, if they could still make the offer good.

They said yes, we can still make that
offer to you, and we at that time signed the 1et£ér agreement
that they had sent to us in May of '79, and we signed it and
returned it to them and it's in their files now.

They then followed that up in February
of 1984Q with another letter agreement, a formal letter
agreement, with a lease form to us, and in our opinion the
terms of what they had sent to us were materially different
from what we felt we had agreed to in our May, 19792, letter.

We corresponded with them in March of
198Q, pointing out that we felt that they had changed the
agreement that we had, and asking them to -- to leave the
agreement as we felt it had been.

Then on March the 26th of 1980 they
wrote back and said, in effect, we do not agree to change

the -- the February letter agreement, and lease, and that if
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1 the Maurice L. Brown Company could not agree to return the
2 1ast agreement to them by April the 7¢th, then Tenneco would
3 withdraw its offer and that was the last correspondence with \

4 them.

5 : Q Wwill you refer +o what has peen marked ‘\
L for identification as Applicant‘s Exhibit Number Three and

7 just jdentify that for the Examiner?

8 {\ A Exhibit Number Three is a letter from the
9 “ law firm of Campbell and Black to Tennscs 0il Company noti-
5; 3 0 fying them of the pooling order having peen filed before the \
;;E% 11 | conservation pivision.
: Eéi% 2 0 Mr . Littell, will you refer to what has
% i e peen marked gxhibit Four and review the data contained there-
“

on for Mr. gtamets?

a exhibit Number Four is an AFE giving our

b estimated costs of drilling the proposed well. The topP part

7 shows the costs of a nonproductive dry hole. The second
» section shows the completion costs, and the bottom part
19

shows the equipment oo e - .

20 The total cost of 2 productive well,
= fully equipped, is estimated to be $268,245-
z 0 poes this AFE accurately reflect the
B costs to be incurxed oOr +hat are jincurred by Maurice L.
—
2 Brcwn in drilling 2 well similar to the one you're proposing?
= A 1t does-

Ao T s

S i e

e TN
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Q Mr. Littell, do you consider the drilling

of this well to be a high risk venture?

A Yes.
') And on what do you pase this opinion?
A we feel it's high risk, first of all,

pecause there is no other San Andres production in this
general area.
secondly, the 4ry hole located in the

northwest gquarter of Section 4 was a well drilled to the
san Andres. It was production tested for about 36 barrels
of oil a day- it was then fracd and they got all water, and
we feel that it will probably be very difficult to treat
rhis well without having the same results that they had.

0 Are you prepared to make a recommendation
to the Examiner as to the risk factor that should be assessed
against those who do not participate in the drilling of the

well?

Yes. we recormend a 200 percent risk

?l

factor.

4 Have you made an estimate of overhead
and administrative costs while drilling and producing the

well?

A our estimated administrative costs while
drilling the well are $3800, and the overhead costs while

producing the well are estimated at $380 per well per month.

s

iz it

Ga.
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Page 10

Q Do these figures reflect the actual cost
incurred by Maurice L. Brown in drilling and producing simi-
1ar wells in this area?

A They do.

Q Do you recommend that these costs be
incorporated into any order resulting from this hearing?

A Yes.

Q Does Maurice L. Brown request to be de-
signated operator of the subject well?

A Yes,

43 In your opinion will granting this ap-
plication result in the recovery of hydrocarbons that other-
wise would not be recovered?

A Yes, it does. We feel thére are hydro-
carbons here to be recovered that will not be recovered if
we cannot drill this well.

2 In your opinion will granting the appli-
cation be in tihe iatcrzct of ~anservation, the prevention

of waste, and the protection of correlative rights?

A Yes.

0} When does Maurice L. Brown plan to spud
this well?

A June the 5th, hopefully.

Q And are you requesting that the order be
expedited? a
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a Yes.
Q Did you prepare or have you reviewed and
can testify as to the accuracy of Exhibits One through Four?
A I did not prepare themm. I have reviewed
all of them and I can testify as to the accuracy of then.
MR. CARR: Mr. Examiner, at this time
we would offer Applicant's Exhibits One through Four.
MR, STAMETS: These exhibits will be
admitted.
MR. CARR: We have nothing further on

direct.

CROSS EXAMINATION
BY MR. STAMETS:
0 Mr., Littell, could you supply the Divi-

sion with copies of the Tenneco correspondence?

A Yes.

N e ev RMMasrssas ~m~ T R o T U . -
- - — -y —— — ——— — - WY N e e S N iy st ol A N m.-z

voluntary operating agreements that provide for overhead
costs such as you've requested here today?

A Not with any of the parties in this --
who will be involved in this well;\if I understand your
question.

0 Have you had any other voluntary agree-

ments recently that provide for this type of a cost?

Lo
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A

Q

availakle to us?

A

f

!’ witness? He may be

under advisement.

Oh, ves. Yes.
Can you make them -~
These are our

Can you make a copy of one of those

Yes. VYes.

MR. STAMETS: Any other questions cof
excused.

Anything further in this case?

MR. CARR: Nothing further, Mr. Examiner,

MR. STAMETS: The case will be taken

(Hearing concluded.)




REPORTER'S CERTIFICATE

4 I, SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY that

the foregoing Transcript of Hearing before the 0il Conserva-

tion Division was reported by me; that the said transcript is

~ _d P [ TR A e 3
Iuitl, tTrue, anad CoOrrect I&coia O

nl

by me to the best of my ability.

§ 2 b A__C_-S_ﬁ.
ggig 1
Sl-L B
gﬂgé 13 F
-1

“h
XY )

B ® 8 R ¥ B 3 &

444444




KELLAHIN and KELLAHIN :
Attorneys at Law .

Jason Kellahin s00 Doa Gaspsr Avenue
V. Thormas Kellahin Post Office Box 1769
Santz Fe, New Mexico 87501 Telephone 932-4285
Atea Tode 50S

Karen Aubrey

March{l4 o8& EXAMINER STAMETS
il CONSERVATION DIVISION

The Maurice L. BT
Sutton Place Buil
Wichita, Kansas 67202

Attention: Mr. Don Littell
DRILL SITE TITLE OPINION:

Hearing Date

re:

EVANS LEASE

Township 9 South, Range 34 East, N.M.P.M. K

Sec. 4: Lots 3 and 4 ot
S/2NW/4

Lea County, New Mexico; ;
Containing 160.13 acres i
more or less

Gentlemen:
We have examined the following: %

PRIOR TITLE OPINIONS AND ABSTRACTS .

1. Abstract No. 31799 by Lea County Abstract Company,

Lovington, New Mexico covering mineral title according to
Lea County records from inception to February 25, 1980 at
7.:00 A.M. for the captioned property, consisting of 318 pages.

2. Prior Title Opinion of Hinkle, Bondurant, Cox &
Eaton dated March 9, 1971, covering captioned lands and based
upon mineral abstracts certified to March 1, 1971 at 8:00 A.M.

3. Prior Title Opinion of Stubbeman, McRae, Sealy,
Laughlin & Browder dated Sepiember 21, 1071 covering captioned

311 O - am ¢ha Hinkle Firm Title Opinion and a A
M ~ R.ﬁ

lands ana vascw “r-—- -
Supplemental abstract certified to Septemper =, 1071 2t
A.M.

on examination of the foregoing, and subject to e
£ the title {

Based up
d requirements, the status o

the below comments an

(continued)
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Maurice L. Brown Company
Evans Lease Title Opinion
March 14, 1980

page two

to the captioned lands as of the date of certification of the

abstract, for drilling purposes, is as follows:

10.

11.
12.

TITLE TO OIL AND GAS

Frank 0. Elliott and Clarence E.
Hinkle, Trustees under the Frank 0.
Elliott Living Trust

Edna Ione Hall and Clarence E.
Hinkle., Trustee under the Edna Ione
Hall Living Trust

Fannie Gae Markham Ratcliff, as her
separate property

C.B. Markham, Jr., as his separate
property

John Markham, as his separate
property

Sallie Mae Markham White, as her
separate property

Manon Markham McMullen
Roderick Allen Markham

Julia Ruth Markham Proctor, as her
separate property

Billie Joe Markham, as his separate
property

Bertha L. Evans, a widow

Lorene E. Whitley Longwell,
(Husband - M.M. Longwell)

Odessa M. Whitley (Husband - J. B. Whitney)

12.

12.

6

(contir.ued)

5%

5%

.5772271%
.5772271%
.5772271%

.5772271%
.7886135%
.7886135%

.5772271%

.5773371%

.23985%

.23985%
.23985%
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Maurice L. Brown Company
Evans Lease Title Opinion
March 14, 1980

page three
14. Thomas Weldon Evans,
(Wife - Mary E. Evans)
15. Robert Dale Evans

16. Tenneco 0il Company

TOTAL

The Tenneco 0il Comparny interest is subject

tion payment interest payable out of 3/32 of 25% of production
and credited equally to Robert J. Leonard,

and Timothy T. Leonard.

ROYALTY INTEREST

Frank O. Elliott, Living Trust
Edna Ione Hall, Living Trust
Fannie Gae Markham Ratcliff

¢. B. Markham, Jr.

Sallie Mae Markham White
Manon Markham McMullen

1.

2.

3.

4.

5. John Markham
6.

7.

8.‘ Roderick Allen Markham

g. Julia Ruthe Markham Proctor
10. Billie Joe Markham

11. Bertha L. Evans

12. Lorene E. Whitley Longwell
13. Odessa M. Whitley

14. Thomas Weldon Evans

15. Robert Dale Evans

{excludes Teaneco)

3

3
25

.11485%

.125%
%

ALL

o Ww w

1
1
0
0

(continued)

0
0
0
0.
0
0
0

to a produc-

Patrick J. Leonard

.125%
.125%

.67073%
.67073%
.67073%
.67073%
235365%
.335365%
.67073%
.67073%
14097187
.1699718%
.1699718%
.5840343%
.5859375%
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:
]
b

PRODUCTION PAYMENTS

Robert J. Leonard, Patrick J. ; : A

Leonard and Timothy T. Leomnard, : R

equally 2.34375% (3/32 of 25%) ’
until the sum of $3 Mill:on
has been recovered Irom

. this and other lands under

terms of assignment dated :
October 1, 12965, recorded :
Book 241, Page 230, records
of Lea County, New Mexico.

OVERRIDING ROYALTIES

s —r

None on the current effective leases.

WORKING INTEREST

Maurice L. Brown
75% .
from surface to the base
of the San Andres formation.

Tenneco Cil Company 25%

It is assumed that Maurice L. Brown and Maurice L. Brown
Company are the same.

(continued)
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PRIOR OIL AND GAS LEASES

The Abstract indicates that there are four o0il and gas

leases which have apparently expired of their own terms, i !
but are not released:

(a) Lease dated January 26, 1971 from Frank O. :
Elliott Living Trust to Fred G. Goodman re- i
corded in Book 272, Page 328. i

(b) Lease dated January 26, 1971 from Edna lone Hall

Living Trust to Fred G. Goodman recorded in Book
272, Page 330.

(¢) Lease dated February 11, 1971 from Bertha L. Evans

et al., to Fred G. Goodman recorded in Book 272,
Page 326.

(d) Lease dated February 23, 1971 from C. B. Markham

et al., to Fred O. Goodman recorded in Book 272,
Page 324.

According to the records of the New Mexico 0Oil Conserva-
tion Division examined by us on March 12, 1980, the referenced
leases were apparently held beyond their primary term, by
?rr_\dﬂ__!_cticn fram tho Maurice L. Brown "Evans 7103'JVD Well No. l,"
located 1980 feet from the North and West lines ui Secticn 4
in Unit F. The records further reflect a Notice of Intention
to Plug and Abandon that well, filed and approved by the
pDivision on September 7, 1978. However, the file fails to re-
flect a final approval of the plugging. Accordingly, require-
ments to this point are hereinafter set forth.

(continued) ~ -
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Maurice L. Brown Company
Evans Lease Title Opinion
March 14, 1980

Land Covered:

Primary Term:

Delay Rentals:

Depository:

Pooling Clause:

Lease Form:

T9S, R34E

Sec. 4: NW/4
From Surface to base of
San Andres Formation.

One (1) year from date.

' Royalty: 3/16th (18.75%) on oil and gas.
Shut-In Gas
Royalty: Payable in an amount equal to the

delay rental (delay rental clause
Paragraph 4 -~ stricken). This
amount not specified, beginning on
or before 90 days after a well is
shut in and annually thereafter.

None.

None designated.

Yes, with units not to exceed the

standard proration unit fixed by law or
the New Mexico 0il Conservation Commission,
plus 107 tolerance.

Producer’'s 88 (Producer's Revised 1967)
New Mexico Form 342-U.

(continued)

page six
EFFECTIVE OIL & GAS LEASES
LEASE NO. 1
Dated: September 24, 1979.
Recorded: Book 319 Page 912 0il & Gas f
Records October 15, 1979. §
l.esgor: Bertha L. Evans, Lorene E. i
(Whitley) Longwell, Odess [sic] :
M. Whitley, Thomas Weldon Evans. ;
Lessee: Maurice L. Brown. §
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LEASE NO. 2

August 20, 1979.

Book 321, Page 181 0il and Gas
records November 30, 1979.

Lessor: Fanny Gae Ratcliff, C.B. Markham, Jr.,
John Markham, Sallie Mae White, Julia
Ruth Proctor and Pete Proctor (husband),
Biliie Jo Markham, Manon Markham
amoMiullen. and Roderick Allen Markham.

MCHu LAy,

Dated:
Recorded:

Lessee: Maurice L. Brown.

Lands Covered: T9S, RSAE

Sec. 4: NW/&4
From Surface to base of San Andres

Formation.
One (1) year from date

3/16th (18.75%) on 0il and Gas.

Primary Term:
Royalty:

Shut-In Gas

Royalty: Payable in an amount equal to the
delay rental (delay rental clause in
Paragraph 4 has been stricken}. Thus
amount not specified, beginning on OT
before 90 days after a well is shut in,
and annually thereafter.

Delay Rentals: None.

Depository: None designated.

Pooling Clause: Yes, with units not to exceed the
_ standard proration unit fixed by law
or the New Mexico Oil Conservation
Commission, plus 10% tolerance.

Producer's 88 (Producer's Revised 1967)

Lease Form:
New Mexico Form 342-0.

(continued)
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Maurice L. Brown Company
Evans Lease Title Opinion
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LEASE NO. 3

Dated:

Recorded:
Lessor:

Lessee:

L.and Covered:

Primary Term:
Royalty:

Shut-In Gas
Royalty:

Delay Rentals:
Depository:

Pooling Clause:

Lease Form:

January 25, 1980.

Book 324 Page 574 0il & Gas
records February 4, 1980.

Frank 0. Elliott Living Trust and
Edna. Ione Hall Living Trust.

The Maurice L. Brown Company.

T9S, R34E, N.M.P.M.

Sec. 4: NW/4
From Surface to base of San Andres
Formation.

One year from date.

1/4th (25%) on oil and gas.

Payable in an amount equal to the
delay rental (delay rental clause in
Paragraph 4 has been sticken). Thus
amount of shut-in gas royalty is not

. specified but will begin on or before

90 days after a well is shut in, and
annually thereafter.

None.

None designated.

Yes, with units not to exceed the
standard proration unit fixed by law
or the New Mexico 0il Conservation
Commission plus 107 tolerance.

Producer's 88 (Producer's Révised 1967)
New Mexico Form 342-U.

(continued)
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Maurice Brown Company
Evans Lease Title Opinion
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page nine

TITLE REQUIREMENTS

1. Acreage: '

As 1is apparent from the caption of this copinion, the
acreage in the captioned lands is irregular. The precise
acreage included in the two lots involved in the captioned
lands is as follows:

Lot 3 - 40.12 acres
Lot 4 -~ 40.01 acres

No requirement is made with respect to the above irregular
acreage. However, this irregularity is noted because various
grantors have failed to take into consideration the irregularity
when making conveyances of the mineral interest. Specifically:

(a) C. B. Markham owned an undivided one-half interest in
captioned lands and by deed dated December 1, 1930, recorded
Book 31, Page 80, C. B. Markham and his wife conveyed such one-
half interest to E. N. Evans, but such deed contained a recital
that it was the intent of the grantors to convey 80 full royalty
acres. Since captioned lands contain 160.13 acres, a small
interest remained vested in C.B. Markham. Thereafter, by deed
dated June 4, 1940, recorded Book 77, Page 123, E. N. Evans
and wife re-conveyed to C. B. Markham an undivided one-fourth
interest in captioned lands. Therefore, we have credited the
Markham heirs with an undivided 40.0975/160.13 mineral interest,
and the Evans heirs with an undivided 39.9675/160.13 mineral
interest.

(b) Thomas Weldon Evans conveyed a 1/32nd, interest to his
son Robert Dale Evans on October 11, 1979, recorded Book 377
Page 12 leaving Thomas Weldon Evans with 3.114857% interest.

2. 0ld 0il and Gas Leases:

You are required to obtain and file with the New Mexico 0il
Conservation Division, Santa Fe, New Mexico a completed and
approved Form C-103 showing that the Evans 7103-JVD Well No. 1
has been properly plugged and abandoned. In the alternative
obtain and record releases from the various interest owners of
the four "Evans Group' leases set forth above.

(continued)
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3. 0ld Agreements:

Reference is made at various times in the Abstract to the
existence of the following documents, none of which are set
forth in the Abstract and presumably are not recorded. Therefore,
satisfy yourself that the following agreements are no longer
effective.

(a) Operating Agreement dated March 26, 1971 between ' v
BTA 0il Producers, as Operator, and Tenneco 0il Company, as
non-operator, creating a working interest unit down to a
maximum depth of 9800 feet owned by BTA as to 75% and by o !
Tenneco as to 25%. e
(b) Casinghead Gas Contract, dated July 8§, 1971 executed
by BTA 0il Producers and Tenneco 0il Producers and Tenneco 0il ,
Company, and Warren Petroleum Corporation. f

4. Leonard-Tenneco Transaction:

(a) Leonard 0il Company formerly held of record an
undivided 1/4th interest in the o0il, gas and other minerals in
the captioned lands. Leonard 0il Company sold substantially
all of its assets to Tenneco 0il Company and documents effecting
such transfer of assets, etc., were dated October 1, 1965. The
Abstract reflects an assignment instrument under that date,
recorded at Book 241, Page 230, assigning to Tenneco all of
Leonard 0il Company's interest in the captioned and other lands.
However, there is reserved to Leonard 0il Company, as a production
payment, an undivided 3/32nds of 8/8ths of all oil, gas,
casinghead gas and other minerals produced, saved and marketed,
and which may accrue or be attirbutable to the mineral interest in
the captioned lands (and other interests) until there has been
received by reason of such reservation oil, gas, casinghead gas
and other minerals in the total market value of $3,000,000.00 and
thereupon such reservation ceases and without further act, reverts
to Tenneco. With respect to the captioned lands, this would mean
that 3/128ths of all oil, gas and other minerals would be
attributable and allocable to the production payment interest.
As is noted, such production payment interest may be satisfied
from production from numerous other interests and we have no

(continued)
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information whatsoever with respect to what amount of this
production payment, if any, has been retired. In any event,

we do not construe the reservation of the production payment

as affecting the right of Tenneco 0il Company to execute an
0il and gas lease on the full 1l/4th interest. It should also
be noted that pooling and unitization by Tenneco is authorized.
We will not further describe the ABC transaction involved in
conneciion with this matter, unless requested to do so.

Subsequent to the above described assignment between Leonard
and Tenneco, Leonard 0il Company executed an ''Assignment
and Conveyance'" dated January 7, 1966, Book 251, Page 222,
assigning the reserved production payment to Robert J. Leonard,
Patrick J. Leonard and Timothy T. Leonard, with an undivided
1/3rd interest being allocated to each.

We have no requirement relative to the above matters, but
set them out for information purposes.

5. Tenneco 0il Company Interest:

(a) Our examination reflects that Tenneco 0il Company has
a 25% interest in the o0il and gas minerals, subject to the
production payment outlined above. The Stubbeman firm's
Title Opinion dated September 21, 1971, divides the Tenneco
25% interest into 1/8th royalty and 7/8th working interest.
We are unable to determine upon what they based that division
and speculate that it results from the BTA 0il Producers-
Tenneco 0il Company Operating Agreement dated March 26, 1971,
referenced in the Stubbeman Title Opinion on page 7, but which
is not of record in the Abstract. In dealing with Terneco 0il
Company, satisfy yourself concerning the 257% interest, that they
still hold title to all of that 257 of the oil and gas minerals,
subject only to the production payments to the Leonard's.

(b) Prior to commencement of well and the dedication of
the 160.13 acre unit to said well, obtain a compulsory pooling
order from the New Mexico 0il Conservation Division, or an
acceptable agreement with Tenneco 0il Company concerning their
interest.

(continued)
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e S S T

6. Defects In Current Effective Leases:

The leases analysed above under the caption Effective 0il
& Gas Leases contain the following defects:

(a) All three 1leases have stricken the delay rental clause.
The form refers to the delay rental clause to determine the amount
of the shut-in gas royalty. Therefore, an ambiguity is created,
in that the amount of the shut-in gas royalty cannot be determined .
from reading the leases. Satisfy yourself as to the importance

of the shut-in gas royalty clause, and obtain and record a e
corrected lease if you desire. ‘

(b) All three leases contain errors in acknowledging
that the acreage is irregular. The acreage in this tract is
160.13 acres. The Evans Lease and the Markham Lease refer
to 160 acres. The Elliott-Hall Trust Leases specifically ,
described the NW/4 of Section 4, but then erroneously indicates
that it contains only 40 acres. Inasmuch as no rental payments
are required, and with the forms having a lessor interest clause,
these errors are not considered defects requiring correction.

(c¢) Satisfy yourself prior to drilling that there have been
no instruments filed of record subsequent to the closing date
of the Abstract examined, which could adversely affect title.

7. The Evans and Markham leases show Maurice L. Brown
as the Lessee while the Elliott-Hall trust lease shows Maurice ’
L. Brown Company as Lessee. If these are not the same, then
record assignments to the appropriate Lessee.

COMMENTS

This title opinion does not cover questions of boundary
area, excesses, conflicts with adjacent tracts or surveys,
unpaid bills for labor or material that may ripen into mechanic’'s
or materialmen's liens, rights of person, if any in possession,

(continued)
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Tie MAURICE L. BROWN company
SUTTON FLACE BULDING. SUTE 200, WICHTR KANGAS 67202 (316265 -4651
. January 28, 1980
AFE #80036-5/80087~3 Lesse #30-1103-8
Evans #2
NW/4 Sec. 4-95-43E, lea County, New Maxico
INTANGIBLES .
ATY $80056=5 - ' ) ‘
DRILLING )
Locatine, slevation, pits and roads $ 1,300
Botary Drilling - 3350°°@ $9.50/fc. 30,828
Rotary Dey Work — 52 hrs. € $150/hr. 8,320
(DSTS -~ 2 @ 12 hrs/Logging 16 hrs/Circulating 12 hrs)
Comauting surface casing, power tongs & walder 3,500
Drilling wod, water ood chemicals 14,000
Gaclogist ~ S days @ $3350/dsy 1,750 ]
Drill - stem tescts 2 @ $1,000 esach 2,000 - :
Loggivg 9,500 3
Drilliag Overhead 3,800 : i S
Supervision (S5 days @ $350/day) 1,750 : : : EE
Miscellanecus & Contingencies £,000
. Total Cost - Drillimg (PRODUCTIVE) $102,945
Add to sbandon: Surface casing-450° 8-5/8" @ $9.50/fc. 4,278 ) R
Camant & Services to plug 3,500 ! )
Lesse scquisitions & leasing fees 12,000
Geological & engineering preparation 6,000 .
" TOTAL COST - XON-PRODUCTIVE - (DRY HOLZ) $128,720
COMPLETIONR . -
Powsr tongs and welder (Welder $500;
and Tubing tongs $900) 1,400 - -
Float equipment 2,000
Cesanting - productiou casing ’ 4,500
Double drum unit & completion equipment
vental Csble tools 10,000
Logging znd pexforating 5,000
Acidizing Twice-sud & regular or retarded acid 4,500
Nitrogen for acidiring 3,000
Trac 10,000
Supervizion (10 days @ $350/day) 3,500 .
Trucking/Freight 2,500
Miscellansous and Countingencies 4,500
Total Cost -« Completion (PRODUCTIVE) $ 50,900 ~
Drilling (PRODUCTIVE - see above) $102,945
TOTAL COST - PRODUCTIVE (DRILLING & COMPLETION) $153,845
TANGIBLES
. ’ AYE 280057-3
Sarxface casing - 450° 8-3/8" @ $9.50/fc. 4,275
Production casing ~ 4900° $3-1/2" 1S5.5# @ $6.75/fc. 33,075
Sand coating casing - 200”° & $11/fc. : 2,200
Tubing ~ 5,000° 2-7/8" @ $3.30/fc. 17,500
Rods - 5,200° 7/8" & 3/4™ ¢ 31.25/tc. 6,250
Hell-head & boitoa-hole equipment 2,000
Pumping Untit - Lufkin D=116 18,600
Eogloe -« C-96 - 3,000
Laad 1ine - 1,000
Gas line 500
Gun barrel/treater/separator 5,000
Stock tank(s) 6,000
Lioe/tsok /pusp . 2,500 -
Chemtical pump(s) 500
Labor 2,500
Trucking/fraight 2,500
Welding 500
Backboe 500

Miscellsnacus snd Coutingeucies -
TOTAL COST - PRODUCTIVE (EZQUIPMENT) $114,400

;
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KELLAHIN and KELLAHIN
Attorneys at Law

Jason Kellahin s00 Don Gaspar Avenue
W. Thomas Kellabin Post Office Box 1769 Teleshone 9824285
. elephone
Karea Aubrey Santa Fe, New Mexico 87501 Area Code 505
Marc

BEFORE EXAMINER STAMETS
The Maurice L. Brown Company i GHvCONSERVATUJNENVEHON

Sutton Place Building Suite 200 v 2l NO.
Wichita, Kansas 67202 APPIAQAMTEE 1 2

‘ Criln \'bgq{ 1

gubmitted by

Attention: Mr. Don Littell 5
f

re: DRILL SITE TITLE OPINION:
EVANS LEASE
Eownship 9 South, Range 3

Sec. 4: Lots 3 and &
S/2NW/4
Lea County, New Mexico;
Containing 160.13 acres
more or less

Hearing Date

Gentlemen:
~We have examined the following:

PRIOR TITLE OPINIONS AND ABSTRACTS

1. Abstract No. 31799 by Lea County Abstract Company,
Lovington, New Mexico covering mineral title according toO
Lea County records from inception to February 25, 1980 at
7.00 A.M. fo Lihe captioned property, consisting of 318 pages.

2. Prior Title Opinion of Hinkle, Bondurant, Cox &
Eaton dated March 9, 1971, covering captioned lands and based
upon mineral abstracts certified to March 1, 1971 at $:00 A.M.

3. Prior Title Opinion of Stubbeman, McRae, Sealy,
Laughlin & Browder dated September 21, 1971 covering captioned
1ands and based upon the Hinkle Firm Title Opinion and a
Supplemental abstract certified to September 14, 1971 at 8:00
A.M.

Based upon examination of the foregoing, and subject tO
the below comments and requirements, the status of the title

(continued)




KELLAHIN and KELLAHIN ‘

Maurice L. Brown Company :
Evans Lease Title Opinion 7
March 14, 1980 | : ;
page two : :

to the captioned lands as of the date of certification of the
abstract, for drilling purposes, is as follows:

TITLE TO OIL AND GAS

1. Frank 0. Elliott and Clarence E.
Hinkle, Trustees under the Frank O.
Elliott Living Trust 12.5%

2. Edna Ione Hall and Clarence E.
Hinkle, Trustee under the Edna Ione

Hall Living Trust 12.5%

3. Fannie Gae Markham Ratcliff, as her ;_

'~ separ Le property : 3.57722717% o

4. C.B. Markham, Jr., as his separaté §
property 3.5772271% :

5. John Markham, as his separate § *V?%
property 3.5772271% ; >

6. Sallie Mae Markham White, as her
separate property 3.5772271%

7. Manon Markham McMullen 1.7886135%

8. Roderick Allen Markham 1.7886135%

9. Julia Ruth Markham Proctor, as her
separate property 3.5772271%

10. Billie Joe Markham, as his separate
property 3.5773371%

11. Bertha L. Evané, a widow 6.23985%

12. Lorene E. Whitley Longwell,
(Husband - M.M. Longwell) 6.23985%

13. Odessa M. Whitley (Husband - J. B. Whitney) 6.239857%

(continued)




KELLAHIN and KELLAHIN

Maurice L. Brown Company
Evans Lease Title Cpinion
March 14, 1980

page three

14. Thomas Weldon Evans,

, 3.11485%
(Wife - Mary E. Evans)

15. Robert Dale Evans 3.125% ! )
16. Tenneco 0il Company 25.%
TOTAL ALL

The Tenneco 0il Company interest is subject to a produc-
tion payment interest payable out of 3/32 of 257 of production
and credited equally to Robert J. Leonard, Patrick J. Lecnard
and Timothy T. Leonard.

ROYALTY INTEREST

{excludes Ienneco)

(continued)

1. Frank 0. Elliott, Living Trust 3.125% E
2. Edna Ione Hall, Living Trust 3.125% %-
3. Fannie Gae Markham Ratcliff 0.67073% é
4. C. B. Markham, Jr. 0.67073% ?
5. John Markham 0.67073% g
. 6. Sallie Mae Markham White 0.67073% %
. 7. Manon Markham McMullen 0.335365%
8. Roderick Allen Markham 0.335365%
9. Julia Ruthe Markham Proctor 0.67073%
10. Billie Joe Markham 0.670737%
11. Bertha L. Evans 1.1699718%
12. Lorene E. Whitley Longwell 1.16997187 =
13. Odessa M. Whitley 1.1699718% fj%
14. Thomas Weldon Evans 0.5840343% -
15. Robert Dale Evans 0.5859375% ,jé
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KELLAHIN and KELLAHIN

Maurice L. Brown Company
Evans Lease Title Opinion
March 14, 1980

page four

PRODUCTION PAYMENTS

Robert J. Leonard, Patrick J.
Leonard and Timothy T. Leonard,
equally

2.34375% (3/32 of 25%)
until the sum of $3 Million
has been recovered from
this and other lands under
terms of assignment dated
October 1, 1965, recorded
Book 241, Page 230, records
of Lea County, New Mexico.

OVERRIDING ROYALTIES

None on the current effective leases.

WORKING INTEREST

Maurice L. Brown

Tenneco 0il Company

Company are the same.

75%
from surface to the base
of the San Andres formation.

25%

It is assumed that Maurice L. Brown and Maurice L. Brown

(continued)




KELLAHIN and KELLAHIN ’

o Maurice L. Brown Company
: Evans Lease Title Opinion
March 14, 1980

- - page five

PRIOR OIL AND GAS LEASES d

The Abstract indicates that there are four o0il and gas
g leases which have apparently expired of their own terms,
- but are not released:

| 2 (a) Lease dated January 26, 1971 from Frank O.
o g Elliott Living Trust to Fred G. Goodman re- ‘ .
W corded in Bock 272, Page 328. ’ .

(b) Lease dated January 26, 1971 from Edna Ione Hall ; R
& Living Trust to Fred G. Goodman recorded in Book { R
272, Page 330. : ' '

(¢) Lease dated February 11, 1971 from Bertha L. Evans
et al., to Fred G. Goodman recorded in Book 272, i
Page 326. E

- ’ (d) Lease dated February 23, 1971 from C. B. Markham
: 3 et al., to Fred 0. Goodman recorded in Book 272, : o G
Page 324. i . SR

According to the records of the New Mexico 0il Conserva-

i tion Division examined by us on March 12, 1980, the referenced
leases were apparently held bevond their primary term, by
production from the Maurice L. Brown '"'Evans 7103-JVD Well No. 1,"
located 1980 feet from the North and West lines of Section 4
in Unit F. The records further reflect a Notice of Intention
to Plug and Abandon that well, filed and approved by the
Division on September 7, 1978. However, the file fails to re-

. flect a final approval of the plugging. Accordingly, require-

' ments to this point are hereinafter set forth.

{(continued)

e
) . . . i R . .
BT T | o TN Ty o O T TT PO TR T N U O

T

i
o
!

it ey S e i b b i




KELLAHIN and KELLAHIN
Brown Company

Maurice L.
Evans Leasée Title Oopinion
h 1980

L & GAS LEASES

page six
EFFECTIVE (0} 8

LEASE NO. 1
pated: September 24, 1979
Recorded: Book 319 Page 912 Oil & Gas
Records Octobe 15, 1979.
Lessor: Bertha L. Evans, Lorene E.
(Whitley) Longwell. Odess [sic]
M. whitley, Thomas Weldon Evans.
Lessee: Maurice L. Brown.
Land covered: T9S, R3LE
Sec. &4: NW/
From gyrface t° base of
gan Andres rmation
Primary Term: one (1) year grom date.
Royalty: 3/16th (18.75%) on oil and gas-
shut-In Gas
Royalty: payable in an amount ed 1 to the
delay rental (delay rental clause
Paragraph L - stricken) - This
amount NOt speciiied, eginning o
a.gg afteT well is

or pefore 9
shut in and annuall

Delay Rentals: None.
Depository: None designated.
Pooling clause: Yes, with units not tQ exceed th
standard proration unit fixed by law OT
the New MexicoO oil Conservation Commiss1ion:
plus 10% rolerance.
Producer’s 88 (Producer‘s Revised 1967)
ico Form 342-U.

Lease Form:
_ New Mexl

—
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KELLAHIN and KELLAHIN

Maurice L. Brown Company
Evans Lease Title Opinion
March 14, 1980

page seven

Lands Covered:

Primary Term:

Royalty: 3/16th (18.75%) on 0il and Gas. ;
Shut-In Gas
Royalty: Payable in an amount equal to the

Delay Rentals:
Depository:

Pooling Clause:

Lease Form:

] LEASE NO. 2
- Dated: August 20, 1979.
. Recorded: Book 321, Page 181 0il and Gas
: records November 30, 1979.
Lessor: Fanny Gae Ratcliff, C.B. Markham, Jr.,
John Markham, Sallie Mae White, Julia
i Ruth Proctor and Pete Proctor (husband),
ﬁ? Billie Jo Markham, Manon Markham
McMullen, and Roderick Allen Markham.
iy y Lessee: Maurice L. Brown.

T9S, R34E

Sec. 4: NW/4
From Surface to base of San Andres
Formation.

One (1) year from date

delay rental (delay rental clause in
Paragraph 4 has been stricken). Thus
amount not specified, beginning on or
before 90 days after a well is shut in,
and annually thereafter.

None.

None designated.

Yes, with units not to exceed the
standard proration unit fixed by law
or the New Mexico 0il Conservation
Commission, plus 107 tolerance.

Producer's 88 (Producer's Revised 1967)
New Mexico Form 342-U.

{continued)
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KELLAHIN and KELLAHIN

Maurice L. Brown Company

Evans Lease Title Opinion
March 14, 1980
page eight

LEASE NO. 3

Dated:

Recorded:

Lessor:

Lessee:

Land Covered:

Primary Term:
Royalty:

Shut-In Gas
Royalty:

Delay Rentals:
Depository:

Pooling Clause:

Lease Form:

January 25, 1980.

Book 324 Page 574 0il & Gas
records February 4, 1980.

Frank 0. Elliott Living Trust and
Edna. Ione Hall Living Trust.

The Maurice L. Brown Company.

T9S, R34E, N.M.P.M.

Sec. 4:. NW/4
From Surface to base of San Andres
Formation.

One yvear from date.

1/4th (25%) on oil and gas.

Payable in an amount equal to the
delay rental (delay rental clause in
Paragraph 4 has been sticken). Thus
amount of shut-in gas royalty is not

- specified but will begin on or before

90 days after a well is shut in, and
annually thereafter.

None.

None designated.

Yes, with units not to exceed the
standard proration unit fixed by law
or the New Mexico 0il Conservation
Commission plus 107 teolerance.

Producer's 88 (Producer’'s Revised 1967)
New Mexico Form 342-U.

(continued)
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KELLAHIN and KELLAHIN

Maurice Brown Company
Evans Lease Title Opinion
March 14, 1980

page nine

TITLE REQUIREMENTS

1. Acreage:

As is apparent from the caption of this opinion, the
acreage in the captioned lands is irregular. The precise
acreage included in the two lots involved in the captioned o
lands is as follows: T

Lot 3 - 40.12 acres T
Lot 4 - 40.01 acres : S
No requirement is made with respect to the above irregular i A

acreage. However, this irregularity is noted because various
grantors have failed to take into consideration the irregularity
when making conveyances of the mineral interest. Specifically:

P
e s et Ll ok U e

(a) C. B. Markham owned an undivided one-half interest in . B
captioned lands and by deed dated December 1, 1930, recorded ¢ Sk
Book 31, Page 80, C. B. Markham and his wife conveyed such one- : . ‘
half interest to E. N. Evans, but such deed contained a recital
that it was the intent of the grantors to convey 80 full royalty ; e
acres. Since captioned lands contain 160.13 acres, a small § Eeon g
interest remained vested in C.B. Markham. Thereafter, by deed : o
dated June 4, 1940, recorded Book 77, Page 123, E. . Evans
and wife re-conveyed to C. B. Markham an undivided one-fourth
interest in captioned lands. Therefore, we have credited the
Markham heirs with an undivided 40.0975/160.13 mineral interest,
and the Evans heirs with an undivided 39.9675/160.13 mineral
interest.

(b) Thomas Weldon Evans conveyed a 1/32nd, interest to his
son Robert Dale Evans on October 1ll, 1979, recorded Book 377
Page 12 leaving Thomas Weldon Evans with 3.114857% interest.

2. 01d 0il and Gas Leases:

You are required to obtain and file with the New Mexico 0il , g
Conservation Division, Santa Fe, New Mexico a completed and R
approved Form C-103 showing that theEvans 7103-JVD Well No. 1 ‘
has been properly plugged and abandoned. 1In the alternative
obtain and record releases from the various interest owners of
the four "Evans Group'" leases set forth above.

(continued)
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KELLAHIN and KELLAHIN

Maurice L. Brown Company
Evans Lease Title Opinion
March 14, 1930

page ten

3. 0Old Agreements:

Reference is made at various times in the Abstract to the
existence of the following documents, none of which are set
forth in the Abstract and presumably are not recorded. Therefore,

satisfy yourself that the following agreements are no longer
effective.

(a) Operating Agreement dated March 26, 1971 between
BTA 0il Producers, as Operator, and Tenneco 0il Company, as
non-operator, creating a working interest unit down to a
maximum depth of 9800 feet owned by BTA as to 75% and by
Tenneco as to 25%.

(b} Casinghead Gas Contract, dated July 8, 1971 executed
by BTA 0il Producers and Tenneco 0il Producers and Tenneco 0il
Company, and Warren Petroleum Corporation.

4. Leonard-Tenneco Transaction:

(a) Leonard 0il Company formerly held of record an

- undivided 1/4th interest in the o0il, gas and other minerals in

the captioned lands. Leonard Oil Company sold substantially

all of its assets to Tenneco 0il Company and documents effecting
such transfer of assets, etc., were dated October 1, 1965. The
Abstract reflects an assignment instrument under that date,
recorded at Book 241, Page 230, assigning to Tenneco all of
Leonard 0il Company's interest in the captioned and other lands.
However, there is reserved to Leonard 0il Company, as a production
payment, an undivided 3/32nds of 8/8ths of all oil, gas,
casinghead gas and other miunerals produced, saved and marketed,
and which may accrue or be attirbutable to the mineral interest in
the captioned lands (and other interests) until there has been
received by reason of such reservation oil, gas, casinghead gas
and other minerals in the total market value of $3,000,000.00 and
tnereupon such reservation ceases and without further act, reverts
to Tenneco. With respect to the captioned lands, this would mean
that 3/128ths of all o0il, gas and other minerals would be
attributable and allocable to the production payment interest.

As is noted, such production payment interest may be satisfied
from production from numerous other interests and we have no

(continued)
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KeLLAHIN and KELLAHIN .

Maurice L. Brown Company §
Evans Lease Title Opinion ' %
i
:

March 14, 1980
page eleven

information whatsoever with respect to what amount of this
production payment, if any, has been retired. In any event,
we do not construe the reservation of the production payment
as affecting the right of Tenneco 0il Company to execute an
oil and gas lease on the full 1/4th interest. It should also
be noted that pooling and unitization by Tenneco is authorized.
We will not further describe the ABC transaction involved in L
connection with this matter, unless requested to do so. o ol

-

Subsequent to the above described assignment between Leonard
and Tenneco, Leonard Oil Company executed an "Assignment
and Conveyance" dated January 7, 1966, Book 251, Page 222,
assigning the reserved production payment to Robert J. Leonard,
Patrick J. Leonard and Timothy T. Leonard, with an undivided
1/3rd interest being allocated to each.

We have no requirement relative to the above matters, but
set them out for information purposes.

5. Tenneco 0il Company Interest:

(a) Our examination reflects that Tenneco 0il Company has
a 257 interest in the oil and gas minerals, subject to the
production payment outlined above. The Stubbeman firm's
Title Opinion dated September 21, 1971, divides the Tenneco
257% interest intec 1/8th royalty and 7/8th working interest.
We are unable to determine upon what they based that division
and speculate that it results from the BTA 0il Producers-
Tenneco 0il Company Operating Agreement dated March 26, 1971,
referenced in the Stubbeman Title Opinion on page 7, but which
is not of record in the Abstract. In dealing with Tenneco 0il
Company, satisfy yourself concerning the 257 interest, that they
still hold title to all of that 257% of the oil and gas minerals,
subject only to the production payments to the Leonard's.

(b) Prior to commencement of well and the dedication of
the 160.13 acre unit to said well, obtain a compulsory pooling
order from the New Mexico 0il Conservation Division, or an
acceptable agreement with Tenneco 0il Company concerning their
interest. '

(continued)
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KELLAHIN and KELLAHIN
Maurice L. Brown Company

Lease Title Opinion
14, 1980

page twelve

6. Defects In Current Effective Leases:

The leases analysed above under the caption Effective 0il
& Gas Leases contain the following defects:

(a) All three 1leases have stricken the delay rental clause.
The form refers to the delay rental clause to decermine the amount
of the shut-in gas royalty. Therefore, an ambiguity is created,
in that the amount of the shut-in gas royalty cannot be determined
from reading the leases. Satisfy yourself as to the importance
of the shut-in gas royalty clause, and obtain and record a
corrected lease if you desire.

(b) All three le2ses contain errors in acknowledging
that the acreage is irregular. The acreage in this tract is s
160.13 acres. The Evans Lease and the Markham Lease refer P
to 160 acres. The Elliott-Hall Trust Leases specifically » ! ¥
described the NW/4 of Section &4, but then erroneously indicates
that it contains only 40 acres. Inasmuch as no rental payments
are required, and with the forms having a lessor interest clause,
these errors are not considered defects requiring correction.

(¢) Satisfy yourself prior to drilling that there have been
no instruments filed of record subsequent tc the closing date
of the Abstract examined, which could adversely affect title.

7. The Evans and Markham leases show Maurice L. Brown
as the Lessee while rthe Elliott-Hall trust lease shows Maurice ’
L. Brown Company as Lessee. If these are not the same, then
record assignments to the appropriate Lessee.

COMMENTS

This title opinion does not cover questions of boundary
area, excesses, conflicts with adjacent tracts or surveys,
unpaid bills for labor or material that may ripen into mechanic's
or materialmen's liens, rights of person, if any in possession,

(continued)
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KELLAHIN and KELLAHIN
Maurice L. Brown Company
Evans Leasée Title Opinion
March 14, 80

page thirteen
d by the materials examined.

or any other noat
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Your abstract is being mailed toO you b
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Tenneco0il Co Sy AR R TTR
6800 Park Ten Blvd.

Suite 200 North =
San Antonio, Texas 78213

RE: New Mexico 0il Conservation Division _
Case No. 6875; Application of Maurice L. i
Brown Co., for Compulsory Pooling, Lea :
County, New Mexico. i
Gentlemen: \
Enclosed is a copy of the Docket for the April 23, :
1980 0il Conservation Division Examiner Hearing. ’
You may have an interest which will be affected by
the above referenced case.
N Veyy truly yo , ‘
PIl 6670440 .o |
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WO INSURANCE COVERAGE § William F. Carr
NOT FOR INTERNATIONAL MAIL : .
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e MAURICE L. BROWN

COMPANY

SUTTON PLACE BLADING. SUTE 200, WICHTA KANSAS 67202 ' 361 X5 -465)
January 28, 1980
AFY #80056-5/80057-3 ' Lease #30-1103-8

Evans #2
W/6 Sec. 4=95-43E, Les County, Kev Mexico

INTANGDOLES '
AR 080036~3 - )
BRILLINC )
Location, elgvation, pits and roads $ 1,500
Roctaxy Drilling - 5350°7Q $9.50/ft. 30,828
Rotary Dey Work - 52 brs. @ $160/mr. ' 8,320
(DSTS - 2 @ 12 hrs/Logging 16 hrs/Circulating 12 hrs) ;
Cementing surface cosing, pover tongs & veldsr 3,500 -4
Drilling mud, water and chewicals 14,000 . E
Caclogist — S days € $350/day 1,750
Drill -~ stem tests 2 @ 31,000 each 2,000 - e
Logging 9,500
Drilling Overhead 3,800 P
Supervision (5 days @ $350/day) 1,750 2
Miscallaneous & Contingencies 6,000 1
R Total Cost - Drilling (PRODUCTIVE) $102, 945 3
Add te sbandon: Surface casing-450° 8-5/8" @ §9.50/fc. 4,275
Cement & Services to plug 3,500
Lease zcquisitions & leasing fees 12,000 :
Geological & engineering preparation 6,000 . §
" T0TAL COST -~ NOE-PRODUCTIVE - (DRY HOLE) $128,720 5
. X
COMPLETION . - . E
Powar tongs and welder (Welder $500; i _g
snd Tubiong tougs $900) 1,400 -
Float squipment 2,000 4
Cemsuting - production casing 4,500 -8
Double drum unit & completion equipment ;
: rental Cable tools 10,000 3
Logging and perforating 5,000 :
Acidizing Twice-wud & regular or retarded acid §,500 ;
Sitrogen for acidizing 3,000 : Lo
Trac : 10,000 "3
Supervision (10 days @ $350/day) 3,500
Trucking/Freight 2,500
Miscellansous and Countingencies 4,300
Total Cost = Completion (PRODUCTIVE) s 50,900
Drilling (PRODUCTIVE ~ see zbove) $102,945
TOTAL COST - PRODICTIVE (DRILLING & COMPLETION) $153,845
. # =3
Surface casing - 450” 8-5/8" ¢ $9.50/fc. 4,275 . - )
Production casing = 4900° S5-1/2" 15.5¢ @ $6.75/fc. 33,075 :
Sand coating casiaog - 200 @ $11/fc. - 2,200
Tubing - 5,000° 2-7/8" @ $3.50/tc. 17,500
Rods ~ 5,000° 7/8" & 3/4™ @ $1.25/tc. " 6,250 4
Vell-head & bottom=hole eguipmenc 2,000 3
Pumping Unit = Lufkin D-ilé 18,600 3
taogine = C-96 5,000 3
Lead line 1,000 1
Gas line 500 ;
Cun bsrral/treater/separator 5,000 - ]
Stock tank(s) 6,000
Line/tauk /pump . 2,500
Chexical pump(s) 500
Labor 2,500
Trucking/freight 2,500
Velding 500
Backhoe 500
Miscellaneous and Contingencies _ k000

_ TOTAL COST - PRODUCTIVE (EQUIPMENT) $114,400
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KELLAHIN and KELLAHIN
Attorneys at Law
Jason Kellakin $60 Don Gaspar Aveanue

W. Thomas Kellahin Post Office Box 1769
Santa Fe, New Mexico 8 Telephone 932-4235
et 7501 Area Code 508

Karen Aubrey

March 1

188P0RE EXAMINER STAMETS
Qll. CONSERVATION DIVISION

The Maurice L. Brown Company 3 Apasaars THHIBITRNO. 20

Sutton Place Building Suite 200 .
Wichita, Kansas 67202 LCneE 0. RIS

Subniitted byﬁm_l._ﬁmﬁ

Hearing Date |

Attention: Mr. Don Littell

re: DRILL SITE TITLE OPINION:
EVANS LEASE
Township 9 South, Range 34 East, N.M.P.M.

Sec. 4: Lots 3 and 4
S/2NW/ &
Lea County, New Mexico;
Containing 160.13 acres
more or less

Gentlemen:
. We have examined the following:

PRIOR TITLE OPINIONS AND ABSTRACTS

1. Abstract Nc. 31799 by Lea County Abstract Company,
Lovington, New Mexico covering mineral title according to
Lea County records from inception to February 25, 1980 at
7:00 A.M. for the captioned property, consisting of 318 pages.

2. Prior Title Opinion of Hinkle, Bondurant, Cox &
Eaton dated March 9, 1971, covering captioned lands and based
upon mineral abstracts certified to March 1, 1971 at 8:00 A.M.

3. Prior Title Opinion of Stubbeman, McRae, Sealy,
Laughlin & Browder dated September 21, 1971 covering captioned
lands and based upon the Hinkle Firm Title Opinion and a
Supplemental abstract certified to September 14, 1971 at 8:00

-

Based upon examination of the foregoing, and subject to
the below comments and requirements, the status of the title

{(continued)




KELLAHIN and KELLAHIN
Maurice L. Brown Company
Evans Lease Title Opinion
March 14, 1980

page two
to the captioned lands as of the date of certification of the
abstract, for drilling purposes, is as follows:

TITLE TO OIL AND GAS

1. Frank O, Elliott and Clarence E.
Hinkle, Tructees under the Frank O.
Elliott Living Trust 12.5%

2. Edna Ione Hall and Clarence E.
Hinkle, Trustee under the Edna Ione
Hall Living Trust 12.5%
3. Fannie Gae Markham Ratcliff, as her
separate property 3.5772271%
4. C.B. Markham, Jr., as his separate
property 3.5772271%
5. John Markham, as his separate
property 3.5772271%
6. Sallie Mae Markham White, as her
separate property 3.5772271%
7. Manon Markham McMullen 1.7886135%
8. Roderick Allen Markham 1.7886135%
9. Julia Ruth Markham Proctor, as her
separate property 3.5772271%
10. Billie Joe Markham, as his separate
property 3.5773371%
11. Bertha L. Evans, a widow 6.23985%

12. Lorene E. Whitley Longwell,
(Husband - M.M. Longwell) 6.23985%

13. Odessa M. Whitley (Husband - J. B. Whitney) 6.23985%

(continued)
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KELLAHIN and KELLAHIN S
Maurice L. Brown Company ;
Evans Lease Title Opinion

March 14, 1980 : 3
page three ' 1
14. Thomas Weldon Evans, 3.11485%

(Wife - Mary E. Evans)

15. Robert Dale Evans 3.125% ' o

16. Tenneco 0il Company 25.%

TOTAL ALL

The Tenneco 0il Company interest is subject to a produc-
tion payment interest payable out of 3/32 of 257 of production
and credited equally to Robert J. Leonard, Patrick J. Leonard
and Timothy T. Leonard.

ROYALTY INTEREST

1. Frank O. Elliott, Living Trust 3.125%
2. Edna Ione Hall, iiving Trust 3.125%
3. Fannie Gae Markham Ratcliff 0.67073%
4. C. B. Markham, Jr. 0.67073% }
5. John Markham 0.67073%
. 6. Sallie Mae Markham White 0.67073%
. 7. Manon Markham McMullen 0.335365%
8. Roderick Allen Markham 0.335365%
9. Julia Ruthe Markham Proctor 0.67073%
10. Billie Joe Markham 0.670737%
Bertha L. Evans 1.1699718%
Lorene E. Whitley Longwell 1.1699718%
Odessa M. Whitley 1.16997187%
Thomas Weldon Evans 0.5840343%
Robert Dale Evans 0.5859375%

(excludes Tenneco)

(continued)
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KELLAHIN and KELLAHIN

Maurice L. Brown Cowmpany
Evans Lease Title Opinion
March 14, 1980

page four

PRODUCTION PAYMENTS

Robert J. Leonard, Patrick J.

Leonard and Timothy T. Leonard,

equally 2.34375% (3/32 of 25%)
until the sum of $3 Million
has been recovered from
this and other lands under
terms of assignment dated
October 1, 1965, recocrded
Book 241, Page 230, records
of Lea County, New Mexico.

OVERRIDING ROYALTIES

None on the current effective leases.

WORKING INTEREST

Maurice L. Brown
75%
from surface to the base
of the San Andres formation.

Tenneco 0il Company 25%

It is assumed that Maurice L. Brown and Maurice L. Brown
Company are the same.

{continued)
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KELLAHIN and KELLABIN

Maurice L. Brown Company
Evans Lease Title Opinion
March 14, 1980

page five

PRIOR OIL AND GAS LEASES

The Abstract indicates that there are four oil and gas
leases which have apparently expired of their own terms,
but are not released:

(a) Lease dated January 26, 1971 from Frank O.
Elliott Living Trust to Fred G. Goodman re-
corded in Book 272, Page 328.

{b) Lease dated January 26, 1971 from Edna Ione Hall
Living Trust to Fred G. Goodman recorded in Book
272, Page 330.

(¢) Lease dated February 11, 1971 from Bertha L. Evans
et al., to Fred G. Goodman recorded in Book 272,
Page 326.

(d) Lease dated February 23, 1971 from C. B. Markham
et al., to Fred 0. Goodman recorded in Book 272,
Page 324.

According to the records of the New Mexico Oil Conserva-
tion Division ‘examined by us on March 12, 1980, the referenced
leases were apparently held beyond their primary term, by
production from the Maurice L. Brown "Evans 7103-JVD Well No. 1,”
located 1980 feet from the North and West lines of Section 4
in Unit F. The records further reflect a Notice of Intention
to Plug and Abandon that well, filed and approved by the
Division on September 7, 1978. However, the file fails to re-
flect a final approval of the plugging. Accordingly, requlre-
ments to this point are hereinafter set forth.

(continued)
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KELLAHIN and KELLAHIN

Maurice L. Brown Company
Evans Lease Title Opinion
March 14, 1980

page six
EFFECTIVE OIL & GAS LEASES
LEASE NO. 1
Dated: September 24, 1979.
Recorded: Book 319 Page 912 0il & Gas

Records October 15, 1979.

Lessor: Bertha L. Evans, Lorene E.
(Whitley) Longwell, Odess ([sic]
M. Whitley, Thomas Weldon Evans.

Lessee: Maurice L. Brown.

Land Covered: T9S, R34E

Sec. 4: NW/4
From Surface to base of
San Andres Formation.

Primary Term: One (1) year from date.

Royalty: 3/16th (18.75%) on oil and gas.
Shut-In Gas

Royalty: Payable in an amount equal to the

delay rental (delay rental clause
Paragraph 4 - stricken). This
amount not specified, beginning on
or before 90 days after a well is
shut in and annually thereafter.

Delay Rentals: None.
Depository: None designated.
Pooling Clause: Yes, with units not to exceed the

standard proration unit fixed by law or
the New Mexico 0il Conservation Commission,
plus 107 tolerance. -

Lease Form: Producer's 88 (Producer's Revised 1967)
New Mexico Form 342-1U.

{(continued)
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Maurice . Brown Company
Evans Leage Title Cpinion

Page seven

LEASE NO. 2
=== 0. 2

Dated.
Recorded:

Lessor.

Lessee:

Lands Covered-

Primary Term:
Royalty.

Shut-Ip Gas
Royalty.

Delay Rentals,

Depository:

Lecse Form-:

Pooling Claose:

T v

August 20, 1979.
Book 321, Page 181 0il and Gas
Tecords November 30, 1979,

Fanny Gae Ratcliff, C.B. Markham, Jr.,
John Markham, Sallie Mae White, Julia

Ruth Proctor and Pete Proctor (husband),

Billie Jo Markham, Manon Markham
McMullen, and Roderick Allen Markham.

Maurice L. Brown.

T9S, R34F
Sec. 4. /4

One (1) year from date

3/16th (18.752) on 0il ang Gas.

Payable ip an amount equal to the
delay Trental (delay rental clause ip
Paragraph 4 has been Stricken) . Thys
amount not Specified, beginning on or
before 9p days after a well is shyue in,
and annually thereaftrer.

None.

None designated.

Or the New Mexico 0ij Conservation
Commission, Plus 10% tolerance.

Producer's 88 (Producer's Reviged 1967)
New Mexico Form 342-y.

(continued)
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; KELLAHIN and KELLAHIN

Maurice L. Brown Company

Evans Lease Title Opinion
March }4 1980
page eight

LEASE NO. 3

Dated:

Recorded:

Lessor:

Lessee:

Land Covered:

Primary Term:

Royalty:

Shut-In Gas
Royalty: ‘

Delay Rentals:
Depository:

Pooling Clause:

Lease Form:

Januar:; 25, 1980.

Book 524 Page 574 0il & Gas
records February 4, 1980.

Frank 0. Elliott Living Trust and
Edna. Ione Hall Living Trust.

The Maurice L. Brown Company.

T9S, R34E, N.M.P.M.

Sec. &4: NW/4
From Surface to base of San Andres
Formation.

One year from date.

1/4th (25%) on o0il and gas.

Payable in an amount equal to the

delay rental (delay rental clause in
Paragraph 4 has been sticken). Thus
amount of shut-in gas royalty is not

- specified but will begin on or before

90 days after a well is shut in, and
annually thereafter.

None.

None designated.

Yes, with units not to exceed the
standard proration unit fixed by law

or the New Mexico 0il Conservation
Commission plus 107 tolerance.

Producer*s 88 (Producer's Revised 1967)

New Mexico Form 342-U.

(continued)
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KELLAHIN and KELLAHIN
Maurice Brown Ccaipany
Fvans Lease Title Opinion
March 14, 1980

page nine

TITLE REQUIREMENTS

1. Acreage:

As is apparent from the caption of this opinion, the
acreage in the captioned lands is irregular. The precise
acreage included in the two lots involved in the captioned
lands is as follows:

Lot 3 - 40.12 acres
Lot 4 - 40.01 acres

No requirement is made with respect to rhe above irregular
acreage. However, this irregularity is noted because various
grantors have failed to take into consideration the irregularity
when making conveyances of the mineral interest. Specifically:

(a) C. B. Markham owned an undivided one-half interest in
captioned lands and by deed dated December 1, 1930, recorded
Book 31, Page 80, C. B. Markham and his wife conveved such one-
half interest to E. N. Evans, but such deed contained a recital
that it was the intent of the grantors to convey 80 full royalty
acres. Since captioned lands contain 160.13 acres, a small
interest remained vested in C.B. Markham. Thereafter, by deed
dated June 4, 1940, recorded Book 77, Page 123, E. &{. Evans
and wife re-conveyed to C. B. Markham an undivided one-fourth
interest in captioned lands. Therefore, we have credited the
Markham heirs with an undivided 40.0975/160.13 mineral interest,
and the Evans heirs with an undivided 39.9675/160.13 mineral
interest.

(b) Thomas Weldon Evans conveyed a 1/32nd, interest to his
son Robert Dale Evans on October 11, 1979, recorded Book 377
Page 12 leaving Thomas Weldon Evans with 3.11485% interest.

2. 01d 0il and Gas Leases:

You are required to obtain and file with the New Mexico 0il
Conservation Division, Santa Fe, New Mexico a completed and
approved Form C-103 showing that the Evans 7103-JVD Well No. 1
has been properly plugged and abandoned. 1In the alternative

- obtain and record releases from the various interest owmers of
the four '"Evans Group' leases set forth above.

(continued)
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Maurice L. Brown Company
Evans Lease Title Opinion
March 14, 1980

page ten

3. 0ld Agreements:

Reference is made at various times in the Abstract to the
existence of the following documents, none of which are set
forth in the Abstract and presumably are not recorded. Therefore,
g agreements are no longer (

satisfy yourself that the followin
effective.

(a) Operating Agreement dated March 26, 1971 between
BTA 0il Producers, as Operator, and Tenneco 0il Company, as
non-operator, creating a working interest unit down to a
maxinum depth of 9800 feet owned by BTA as to 75% and by

Tenneco as to 25%.

(b) Casinghead Gas Contract, dated July 8, 1971 executed
by BTA 0il Producers and Tenneco 0il Producers and Tenneco 0il

Company, and Warren Petroleum Corp

oration.

4. Leonard-Tenneco Transaction:

(a) Lecnard 0il Company formerly held of record an
undivided 1/4th interest in the oil, gas and other minerals in
the captioned lands. Leonard O0il Company sold substantially
all of its assets to Tenneco 0il Company and documents effecting

such transfer of assets, etc., were dated October 1, 1965. The
Abstract reflects an assignment instrument under that date,
recorded at Book 241, Page 230, assigning to Tenneco all of
Leonard 0il Company's interest in the captioned and other lands.
However, there is reserved to Leonard 0il Company, as a production
payment, an undivided 3/32nds of 8/8ths of all oil, gas,
casinghead gas and other minerals produced, saved and marketed,
and which may accrue or be attirbutable to the mineral interest in
the captioned lands (and other interests) until there has been
received by reason of such reservation oil, gas, casinghead gas
and other minerals in the total market value of §3,000,000.00 and
thereupon such reservation ceases and without further act, reverts
to Tenneco. With respect to the captioned lands, this would mean
that 3/128ths of 2ll oil, gas and other minerals would be
attributable and allocable to the production payment interest.

As is noted, such production payment interest may be satisfied
from production from numerous other interests and we have no

(continued)
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! Maurice L. Brown Company
Evans Lease Title Opinion
March 14, 1980

page eleven

gt o s

information whatsoever with respect to what amount of this

production payment, if any, has been retired. In any event, '
we do not construe the reservation of the production payment

as affecting the right of Tenneco 0il Company to execute an

oil and gas lease on the full 1/4th interest. It should also

be noted that pooling and unitization by Tenneco is authorized.

We will not further describe the ABC transaction involved in

connection with this matter, unless requested to do so.

Subsequent to the above described assignment between Leonard
and Tenneco, lL.eonard 0il Company executed an "Assignment .
and Conveyance'" dated January 7, 1966, Book 251, Page 222, :
assigning the reserved production payment to Robert J. Leonard,
Patrick J. Leonard and Timothy T. Leonard, with an undivided ,
1/3rd interest being allocated to each. o

We have no requirement relative to the above matters, but j
set them out for information purposes. ‘

5. Tenneco 0il Company Interest:

(a) Our examination reflects that Tenneco 0il Company has
a 257% interest in the o0il and gas minerals, subject to the
production payment outlined above. The Stubbeman firm's
Title Opinion dated September 21, 1971, divides the Tenneco
257% interest into 1/8th royalty and 7/8th working interest.
We are unable to determine upon what they based that division
and speculate that it results from the BTA 0il Producers-
Tenneco 0il Company Operating Agreement dated March 26, 1971,
referenced in the Stubbeman Title Opinion on page 7, but which
is not of record in the Abstract. In dealing with Tenneco 0Qil
Company, satisfy yourself concerning the 25% interest, that they
still hold title to all of that 257 of the oil and gas minerals,
subject only to the production payments to the Leonard's.

b pane e = e -

(b) Prior to commencement of well and the dedication of
the 160.13 acre unit to said well, obtain a compulsory pooling
order from the New Mexico 0il Conservation Division, or an
acceptable agreement with Tenneco 0il Company concerning their
interest.

(continued)
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Evans Lease Title Opinion » ‘
March 14, 1980

page twelve | _ :

6. Defects In Current Effective Leases:

The leases analysed above under the caption Effective 0il
& Gas Leases contain the fcllowing defects:

(a) All three leases have stricken the delay rental clause.
The form refers to the delay rental clause to determine the amount
of the shut-in gas royalty. Therefore, an ambiguity is created,
in that the amount cf the shut-in gas royalty cannot be determined _ .
from reading the leases. Satisfy yourself as to the importance ' =
of the shut-in gas royalty clause, and obtain and record a RV
corrected lease if you desire. ‘

(b) All three leases contain errors in acknowledging
that the acreage is irregular. The acreage in this tract is
160.13 acres. The Evans Lease and the Markham Lease refer
to 160 acres. The Elliott-Hall Trust Leases specifically
described the NW/4 of Section 4, but then erroneously indicates
that it contains only 40 acres. Inasmuch as no rental payments
are required, and with the forms having a lessor interest clause,
these errors are not considered defects requiring correction.

(c) Satisfy yourself prior to drilling that there have been
no instruments filed of record subsequent to the closing date
of the Abstract examined, which could adversely affect title.

7. The Evans and Markham leases show Maurice L. Brown
as the Lessee while the Elliott-Hall trust lease shows Maurice g
L. Brown Company as Lessee. If these are not the same, then
record assignments to the appropriate Lessee.

COMMENTS

This title opinion does not cover questions of boundary
area, excesses, confliicts with adjacent tracts or surveys,
unpaid bills for labor or material that may ripen into mechanic's
or materialmen's liens, rights of person, if any in possession,

(continued)
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encls.
WTK : mm

Very tru

T

Your abstract is being mailed to you by se

yours ) /
L}
Kellahin

or any other matters not covered by the materials examined.

rate cover.




VR, A S o - . e

-

CAMPBELL anD BLACK. P.Ap=
1

®

LAWYERS 9 Pt TXAMINER STAMETS
i oy e TR AT IO
JACK M, CAMPBELL Loihe S e \:'n‘ il i(\r'g\l D‘l\lliS‘ON sT OFFICE BOX 2208
BRUCE D. BLACK i fe e e &
MICHAEL 8. CAMPBELL APOLaoARYS — - - 2 3____ I E#FERSON PLACE ‘
wiLLiamM F. CARR i SANT,  FE, NEW MEXICO 87501 v
. L i

SAUL R, CALOWELL - “- - - - : w E baj - - £ BOS) SBS-eal l:
o h 8 .,.._____....._“A_.____:Q‘mu ® -
) . H .

;- A : ‘ . ' i . R '
. BYEN s “ B '
. anng uiae " 80 S . '

B - T~ i

TennecoOil Company. : ) .
6800 Park Ten Blvd. .
Suite 200 North '

Sar Antonio, Texas 78213 " | | ; o
RE: New Mexico 0il Conservation Division _ L
Case No. 6875; Application of Maurice L. o }

Brown Co., for Compulsory Pooling, Lea
County, New Mexico. _

’

Gentlemen:

Enclosed is a copy of the Docket for the April 23, “
1980 0il Conservation Division Examiner Hearing. )

You may have an interest which will be affected by
the above referenced case.

Veyy truly you \,

Pl 6670430 oo

RECEIPT FOR CERTIFIED MAIL
¥4 INSURANCE COVERAGE PROVIDED— William F. Carx
WOT FOR INVERNATIONAL MAIL
(See Reverse) ' ‘
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Tthe MAURICE L. BROWN COMPANY

SUTTON PLACE BULDING. SUTE 200 WACHITA KANSAS 67202 ) 1361 2654651

January 28, 1980 :
AFE #80036-5/80057-3 ‘ Leaase #30-1103-8 }

Evans #2

"W/% Sec. #~95-43E, Lea County, Nev Maxico

INTANGIBLES

AYE 980036=3 - )

DRILLING )
Location, slevation, pits sod roads $ 1,500 :
Rotacry Orilliag - 5350°°¢ $9.50/fe. 50,825 oo b
Rotary Duy WYork — 32 hre. ¢ $160/mr. 8,320 : R
(DSTS = 2 @ 12 hrs/Loggiag 16 hrs/Clrculacing 12 hrs) i Rt
Comsuting surfaca casing, pover toags & weldar 3,500 ; BT
Orilling wud, water and chemicals 14,000 A
Gaclogist « $ days € $350/day 1,750
Drill - stem tests 2 ¢ $1,000 each 2,000
Logging 9,500
Orilling Overhead 31,800
Supervision (5 days @ $350/day) £, 750
Hiscellanecus & Contingencies 6,000

Total Cost -~ Drilliag (PRODUCTIVE) $102, 945 N
Add to sbandon: Surface casing=450° 8-5/8" 9 §9.50/fc. 4,273
Cemant & Services to plug 3,300
Lease scquisitions & leasing fees 12,000
Geological & engineering preparation 6,000 -

" TOTAL COST - ZON-PRODUCTIVE - (DRY BCLE) $128,720
COMPLETION .
fowar tovags and welder (Walder $500;
snd Tabing tongs $900) 1,400 .
Float equipmaat 2,000
Cemsnting - production casing ’ 4,500
Double drum unit & completion equipment
rental Cadble tools 10,000
Loggting snd perforating . 5,000
Actdizing Twice-amd & regular or retarded acid 4,500
¥itrogsn for acidizing 3,000
Frac 10,000
Supervision (10 days @ $350/day) 3,560 .
Trucking/Freight ) 2,500
Mlacellaneocus and Contingencies - 4,500

Total Cost - Complecion (PRODUCTIVE) s 50,900
Drilling (PRODUCTIVE - see above) 5102,945

TOLAL COST - PROGUCTIVE (DRILLING & COMPLETION) $153,845

TAMGIBLES “

AFE 800573 : o
Sarface casing - 450° 8-5/8" & $9.50/¢t. 4,275 - ' .
froduccion casing — 4900”7 S-1/2% 15.5# @ $6.75/f¢c. 33,075
Sand costing cssing -~ 200° @ $11/fc. : 2,200
Tubing - 5,000° 2-7/8" & $3.50/fc. 17,500
Rods - 5,000” 7/8" & 3/4™ & $1.25/¢c. 6,250
Hell-bead & Dottom=hole egquipmenc 2,000
Pumping Untt - Luafkin D={14 18,600
fogine - C-%6 : 5,000 =
Lead line 1,000
Gas 1live 500
Cun barrel/treatar/sepsrator 5,000
Stock taok(s) 6,000
Lise/tank/pump R 2,500
Chexicsl pump(s) 500
Labor +.500
Trucking/freight 2,500
Yalding : 500
Sackhos . 300
Miocellanecus and Contiogencies o —b,000

TOTAL COST <« FRODOCTIVE (EQUIPMENT) $114,400
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Dacket No. 12-80

L2

be filed at least 22 days in advance of hearing date,

DOCKET: EXAMINER MEARING - WEDNESDAY - APRIL 23, 1980

9 AN, -~ OIL CONSERVATION DIVISION CONFERENCE- RN,
' STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following ceses will be heard before Richard L. Stamcets, Examiner, or Dinivl S, Nutter, Alternate Examiner:
CASE 6803: (Continued from February 13, 1980, Examiner Hearing)

In the matter of the hearing called by the 0il Conservation Divisiun on its own motion to permit
EPROC Associstes, Hartford Accident and Indemnity Company, and all other interested parties to
appear and show cause why its Monsanto State H Well No, ! located in Unit E of Section 2, Township
30 Norch, Range 16 West, San Juan County, should not be plugged and abandoned in accordance with a
Division-approved plugging program.

CASE 6866: 1In the matter of the hearing called by the Oil Conservation Division on its own motion to permit
Hare and McCoy and all other interested parties to appear and show cause why the H, L. Rare Well
¥o., 2 located in Unit B of Section 23, Township 29 North, Range 1} West, San Juan County, should
not be plugged and abandoned in accordance with 8 Division-approved plugging program.

CASE 6867: In the matter of the hearing called by the 0il Conservation Division on its own motion to permit
sll interested parties to appear and show csuse why the following abandoned wells drilled by un-
knowa party or parties and located in Township 29 North, Range 11 West, San Juan County, should not
be plugged and abandoned in accordanc: with a Division-approved plugging program: a well in the
SW/4 of Section 24, a well in the SE/4 of Section 22, end a well in the SE/4 of Sectiom 28,

CASE 6850: (Continued from April 9, 1980, Examiner Hearing)

In the matter of the hearing called by the 0il Conservation Division on its own motion to permit
Jack F. Grimm, N, B, Hunt, George R. Brown, Am-Arctic, Ltd., The Travelers Indemnity Company, and
all other interested parties to appear and show cause why the Mobil 32 Well No. 1 located in Unit
U of Section 32, Township 25 South, Range 1 East, Dona Aaz County, should not be plugged and aban-
doned in accordance with a Division-approved pilugging program.

CASE 6870: Application of Bass Enterprises Production Company for a dual completion, Lea Couaty, New Mexico.
Applicant, in the sbove-styled cause, seeks approval for the dual completion (conventional) of its
Bass State 36 Well Ko, 1 located in Unit E of Section 36, Township 15 South, Range 34 East, to
produce oil from the Townsend-Wolfcamp Pool and gas from an undesignated Morrow pool thru the tubing
and casing-tubing annulus, respectively, by weans of 2 cross—over assembly.

CASE 6871: Application of Bass Enterprises Production Company to smend Order No. R~5693, Eddy County, New
Mexico. Applicant, in the above-styled cause, seeks to amend Order No. R-569) to remove the restric-
tion as to the time limit in which salt water may be disposed into Big Eddy Unit Well No., 56 located
in Unit G of Section 35, Township 21 South, Raunge 28 East.

CASE 6872: Application of Amoco Production Company for a dual cowpletion, Lea County, New Mexico.
Applicant, in the sbove-siyled cause, seeks approval for the dual completion {conventional) of its
State “HQ" Well No. 1 located in Unit P of Section 26, Township 18 South, Range 34 East, Airstrip
Field, to produce Bone Springs and Wolfcamp oil thru parailel strings of tubing.

CASE 6873: Application of Harvey E. Yates Company for an unorthodox gas well location, Eddy County, New Mexicn,
Applicant, in the above~styled cause, seeks approval for the unorthodox location of its Travis Deep
Well No, 5, a Morrow test to be drilled 660 feet from the South line and 1650 feet from the East
line of Section 12, Township 18 South, Range 28 East, the S/2 of said Section 12 to be dedicated to
the well,

CASE 6874: Application of HNG 0il Cowmpany for cowmpulsory pooling, Lea County, Mew Mexico. Applicant, in the
above-styled cause, seeks an order pooling all mineral interests in the Pennsylvanian formation
underlying the E/2 of Section 6, Township 22 South, Range 35 East, to be dedicatzd to a well to be
drilled at a standard location thereon, Also to be coasidered will be the cost of drilling and
completing said well snd 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 spplicant as operator
of the well and a charge for risk involved in drilliag said well,

e . — Bockets Hos, 1380 snd 14~80 are tentatively set {or May 7 end 21, -1980, Applicetions for -beating must S
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CASE 68513:

CASE 6875:

T ———

CASE 6876:

CASE 6467:

CASE 6877:

CASE 6478:

CASE 6879:

CASE 6861:

CASE 6837:

{Continued from April 9, 1980, Examiner Hearing)

Application of Caribou Four Corners, Inc. for compulsory pooling, San Juan County, New Mexico.
Applicant, in the above-styled cause, secks an order pooling all minerz) interests in the Cha Che-
Gallup Pool underlying the N/2 NE/& of Section I8, Township 29 North, Kange l& West, to be dedi-
cated to a well to be drilled at a standard location thereon., Also to be considered will be the
cost of drilling and completing said well and the allocation of the vost thereot as well a3 sctual
operating costs and charges for supervision, Also to be considered will be the designation of
applicant as operstor of the vell and & charge for riak involved in drilling said well,

Application of Maurice L. Brown Co. for compulsory pooling, Lea County, New Mexica,

Applicant, in the above-stylad cause, sevks an order pooling all mineral interests ia the San
Andres formation underlying the SE/4 MW/4 of Section 4, Township 9 South, Range I East, to be
dedicated to a well to be drilled at & standard location thereon., Also to be considered will he
the cout of drilling and completing said well and the allocaticn of the cost thereof as well as
asctual operating casts 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 Maurice L. Brown Co. for compulsory pooling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks an order poaling all mineral interests in the Vada-
Pennsylvanian Pool underlying the SW/&é of Section 5, Township 9 South, Range 34 East, to be dedi~
cated to & well to e drilled at a standard location thereon, Also to be considered will be the
cost of drilling and completing said well and the allocstion of the cost thereof as well as actual
operating costs and charges for supervision, Also to be considered wiil be the designation of
applicant as operstor of the well and & charge for risk involved in drilling said well,

{Reopened and Readvertised)

In the matter of Case 6467 being reopened pursuant to the provisions of Crder No, R-5958 which
order created the Grama Ridge-Bone Spring Pool in Lea County with temporary special rules therefor
providing for 160~acre spacing. All interested parties may appear and show cause vhy the Crama
Ridge-~Bone Spring Pool should not be developed oa 40-acre spacing units,

Application of Florida Exploration Company for compulsory pooling and unorthodox well locatior, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral
interests in the Wolfcamp thru Ellenburger formarions underlying the N/2 of Section 11, Township 25
South, Range 35 East, to be dedicated to a well to be drilled at an unorthodox location 1200 feet
from the North and West lines of said Section ll. Also to be considered will be the cost of drilling
and completing said well and the aliocation 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 Stevens 0il Company for a non-standard gas proration unit, Chaves County, New Mexico.
Applicant, in the above-atyled cause, seeks approval of a i60-acre non-standard gas proration unit
comprising the N/2 SW/4 and S/2 WW/4 of Section 25, Township 8 South, Range 2B East, Twin Lakes-San
Andres Associated Pool, to be dedicated to its O'Brien "F" Well No. 4 located in Unit K of said
Section 25,

Application of Jake L. Hasmon for s tubingless completion, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks authority to produce his Amerads Federal Well No, 2
located in Unit F of Section 17, Township 20 South, Range 36 East, North Osudo~Morrow Gas Pool,
thru 4 1/2~inch drill pipe cemented in the hole.

(Continued from April 9, 1980, Exsminer Hearing)

Application of Zis Energy, Inc. for pool creation, special pool rules, and an NGPA datermination,
Les County, New Mexico, Applicant, in the above-styled cause, secks the creation of a new San
Andres oil pool for its State "C" Well No. 1 located in Unit F of Section 17, Township 22 South,
Range 37 East, and special rules therefor, including & provision for a limiting gas-oil ratio of
10,000 to 1. Applicant further seeks a new onshore reservoir determination for said State "C"
Well Ro, 1.

(Continued frn- April 9, 1980, Examiner Hearing)

Application of Curtis Little for compulsory pooling, Rio Arriba County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral iaterests in tbe Dakota
formation underlying the W/2 of Section 7, Township 25 North, Range 3 West, to be dedicated to a
well to be drilled at a standard locntion 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 sctual
operating costs and charges for supervision. Also to be considered will be the designation of
applicant as cperator of the well and & charge for risk involved in drilling said well.
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(Continued from February 13, 1980, Examifier Hearing)

Application of El Paso Nstural Gas Compsny for approval of infill drilling, Lea County, New Hexico,.

Applicant, in the above~styled cause, secks a waiver of existing wll-spacing requicements and a
finding that the drilling of its Shell E State Com Well Mo, 2 located in Unit N of Section 6, Town-
ship 21 South, Range 36 East, Eumont Cas Pool, Lea County, New Mexico, is necessatry to effectively
and efficiently drain that pertion of the prorstica unit which caunvt be w0 drained by the existing
well,

In the matter of the hearing called by the Oil Conservation Division on its own motion for an order
contracting snd extending certain pools in San Juan, Rio Arrida, Sandoval, amd HcRinley Counties,
New Mexico:

(a) CONTRACT the Bisti-Farmington Pool in San Juan Couaty, New Mexico, by deleting:

TOWNSHIP 26 NORTH, RANGE 12 WEST,K NMPM

Section 20: W/2

{b} COKTRACT the Llaacc-Pictured Cliffs Pool in San Juan and Rio Arribs Counties, New Mexico, by
deleting:

TOWNSHLIP 30 NORTH, RANGE 10 WEST, NMPNM

Section 35: Wi/4

{c) EXTEMD the Albino-Pictured Cliffs Pool in San Juan County, New Mexico, to include therein:

TOWNSHIP 32 NMORTH, RANGE 8 WEST, NMPM
Section 24: W/2
Section 25: Ww/2
Section 26: SE/4
Section 36: W/2

(d) EXTEND the Aztec-Fruitland Pocl in San Juan County, New Mexico, to include therein:

TOWNSHIP 29 NORTH, RANGE 10 WEST, NMPM

Section 17: 872

(e} EXTEND the Aztec-Pictured Cliffs Fool in San Juan County, New Mexico, to include therein:

TOWNSHIF 29 NORTH, RANGE 9 WEST, NMPM

Section 3k: WW/4

mwsux_g 30 NORTH, RANGE 10 WEST, NMPM
Section 6: SE/4

TOWNSHIP 31 NORTH, RANGE 11 WEST, RMPM
Section 71 SWi& ]

Section 17: S/2

TOWNSHIP 31 NORTH, RANGE 12 WEST, MMPM

Section 23: NE/4

{f) EXTEND the Ballard-Pictured Cliffs Pool in Rio Arribs, Sandoval, and San Juan Counties, New
Mexico, to include therein:

TOWNSHIP 26 NORTH, RANCE 3 WEST, NMPM
Section 15: WW/4

(g) EXTEND the Bisti-Farmington Pool in San Juan County, New Mexico, to inciude therein:

_rgwlsnxr 26 MORTH. RANCE 12 WEST, MMPM
Section 29: §/2
Section 30: SE/4 and W/2

(h) EXTESD the Bisti-Lower Gallup 0il Pool in San Juan County, Mew Mexico, to include therein:

TOWNSHIP 25 NORTH, RANGE 12 WEST, WMPM
Section 22: NW/é& -

k
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(1) ExTEW the lllnco-l-‘ru'\thad pool ia San Jusn County, We¥ Mexico,

e

Wﬂlt 29 NORTH, RAKGE 9 WEST, M
Section 1 L
section 2% SE/L

TOWKSHIP 30 NORTH WANGE 9 WEST, NP
Section LUt <7
Section 16: Wi/b

(3 EXTEND the Blanco Mesaverde Pool in Rio

Arriba and San Jusn counties,
thecein:

TowNsSHIP 25 NORTH, RANGE 3 WwEST, e
€ection I3 N/2

Section 5t w2
gection 63 ALl
Section 7: Ald
gection 8: w2

TOWNSHIP 27 NORTH RANGE 2 WEST, KM
Section 11t £/ 2
(x) EXTEND the Blanco-?ictuud cliffs Pool in San Juan County, Nevw Mexico,
TOWRSHIP 29 NORTH RANGE 3 WEST, NP
T NE/G amd si?

1P 30 NORTH, RANGE 8 WEST, meM
Sectict 19: All
Section 29: wi/b

Section 302 n/2

TOWMSHIP 430 NORTH, RANGE 9 WEST, MMM
Section 10: &
Section 24: EI2

p 30 WOR RANGE mw;s‘r,nm(

TOWRSRL 2

TR
Section 8: Wi/
ToWNSHIP 31 NORTH, RANGE 9 WEST, e
Sec B NE/ b )

wifb

RARGE 10 WEST, WM

TOWMSHIP 31 NORTH
i E/2 and SW/a

TOWNSHIP 31 NORTH, RANGE 11 WEST, | st
Section 15: SHWi*

gection 18:

saction 21:

Sy

New Mexnico,

RLeE

pocket Mo, 12-80

. P

to include therein:

to include

e AR

to include therein:
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TOMNSHIP 32 RORTH, - RANGE 12 WEST, MMPM . .
Section 1G: E/2 . i
Section 1i: All .
Section 13: SW/4 |
Section 1&: All .
Section 24: MN/4 ‘ :
Section 25: NK/2

Section 2b6: NE/&4

Section 35: E/2 and SW/&

(1) EXTEMD the South Blanco-Pictured Cliffs Pool in Rio Arriba, San Juan, and Sandoval Counties,
Hew Mexico, to iaclude thereia:

TOWNSHIP 23 NORTH, RANCE 1| WEST, NMPM
Section 19: E/2
Section 30: NE/4

TOWNSHIP 23 NORTH, RANGE 2 WEST, MNMPM
Section 26: NE/& -

TOMNSHIP 24 KORTH, RAKGE 31 WEST, NMPM
Section 36: M/4

TOWNSHIP 27 MORTH, RANCE 7 WEST, NMPM ‘ L

Section 12: G&E/6

TOWNSHIP 28 NORTH, RANCE 6 WEST, NMPM
Section 3b: NE/ S

(m) EXTEND the East Blanco-Pictured Cliffs Pool in Rio Arriba County, New Mexico, to include therein:

TOWNSRIP 30 NORTH, RANGE 4 WEST, NMPM
Section 4: W/2

TOWNSHIP 31 NORTH, RANGE & WEST, NMPM R
Section 33: SW/4 s i

(n) EXTEND the Bloomfield-Parmington 0il Pool in San Juan County, New Mexico, to include therein:

TOWNSHIP 29 NORTH, RANGE 11 WEST. NMPM

Section 25: SE/4

(o) EXTEND the Campo~Gsllup Pool in Rio Arriba County, New Mexico, to include therein: : o

TOWNSHIP 29 NORTH, RANGE & WEST, NMPM
Section 12: SE/& i
Section 13: NE/4

(p) EXTEMD the Chs Che-Callup 0il Pool in San Juan County, New Mexicc, to include therein:

TOUNSHIP 29 RORTH, RANGE 1% WEST, WP
Section 1B: N/2 SWw/% and NW/4 SE/4

TOWNSHIP 29 NORTH, RANGCE 15 WEST, NMPM . i R
Section 13: NE/4 and N/2 SE/4 U

(q) EXTEND the Chacon-Dakota Associated Pool in Rio Arriba and Sandoval Counties, New Mexico, to
include therein:

TOWNSHIP 23 NORTH, RANGE ] WEST, RMPM

Section 25: KwW/4

Section 26: NE/&

Section 3: SH/4

Section 35: WNE/4

Section 36: WI/4 ) . -

TOWNSHIP 24 NORTH, RANGE 3 WEST, NMPM
Section 20: E/2 R
Section 3%: W/4
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(ea) EXTEND the Wege Lindrich Gallup-Dakots Oil Pool in Rijo Arribs County, New Mexico, to inclide

thereia;
TOUNSHIP 24 NORTH, mANCE 3 WEST, vy
Section 17:  mw/% .
TOWNSHIP 26 NORTH, RANCE . VEST, NPy -
Section J: SW/e o

Section §: 8§72

Section 6: $/2

Section 7: ¥/2 end SW/4

Section 8- N/2

Section 11: SW/4

Section 14. NE/4 1
Section 24 SW/4 : B

TOWNSHI P 25 HORTHI RANGE 4 HES'I'I NM Py
ect ton HE Y7 £

Section 30: W/ 4
Section 3j: SE/4

(b)) Extemp the South Los Pinos Fruitland-?ictured Cliffs Pool ipn San Juan County, New Mexico, to

include therein:
TOWNSHIP 31 woRTH RANGE 7 WEST, mwpy !
Section I: w72 :

Section 10: sg/4
Section 11: N/2

TOWNSHIP 32 NORTH, RANGE 7 wpst Py ' ;
Section 26: SEJG -

Section 34; SE/4 !

(ce) ExTEMD the Otero~Chacra Pool in Rio Arriba County, New Mexico, to include therein:

TOWNSHIP 26 NORTH, RANCE 7 WEST, XMpy
Section 23; N/2 -
Section 25: nN/2 and SE/4

(4d) EXTEWD the Otero~Gallup 0ii Ppooy in Rio Arriba County, New Mexico, to include therein;

Section 23: /4
Section 33; W/2 SW/4 and SE/4
Section 35: SW/4 sw/a

(ee) ExTEND the Rusey—Chacra Pool ‘in Sandovsl County, New Mexico, to include therein:

Section 20: sw/4 ! L
Section 28: /4 : :
Zection 29. w2 {
Section 30 NE/4
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{£f£) EXTEND the Star-Mesaverde Oil Pool’ in McKinley County, New Mexico, to include thervin:

TOWNSHIP 19 BORTH, RANGE 6 WEST, NMPM

Sectiom 16: N/2Z NE/&

TOWRSHIP 312

(gg) EXTEND the Ute Dome-Dakota Pool in San Jusn County, New Mexico, to imclude therein:

NORTH, RANGE 14 WEST, NMPM

Section 25:

w/2

EXTEMD the WAW Fruitland-Pictured Cliffs Pool in San Juaa County, New Mexico, to include

TOWNSHIP 26 NORTH, RANGE 12 WEST, NMPN

Section 19: S/2 and NW/4&
Section 30: WW/4
Section 31: NE/&
Section 36: NW/4

TOWUNSHIP 26 NORTH, RANGE 1] WEST, NMPM

Section 2: S72

Section
Section
Section
Section
Section
Section
Section
Section

s/2
RE/4
N/ Z
All
W/ 2
NW/4
N/2
E/2

TOWNSHIP 27 NORTH, RANGE 13 WEST, NMPM

Section
Section
Section
Section
Section

W/2 and SE/4
W/2 and SE/G
E/2
w2
All

In the matter of the hearing called by the Oil Comservation Division om its own wotion for sn order
creating, contracting and extending the vertical and horizoatal limits of certain pools in Chaves,
Eddy, Lea, and Roosevelt Counties, New Mexico:

{a) CREATE e new pool in Lea County, New Mexico, classified as an oil pool for Wolfcamp production
and designated as the East Anderson Ranch-Wolfcamp Pool.
Pogo State Well No. ) located in Unit H of Section 19, Towaship 16 South, Range 33 East, NMPM,
pool would comprise:

TOWRSHIP 16 SOUTH, RANGE 33 EAST, NMPM

Section 19:

NE/&

(b) CREATE a new pool in Chaves County, New Mexico, classified as an 0il peol for San Andres pro~
duction and designated as the Bull’s Eye-San Andres Zo0oi.
Happy Well No. i located in Unit O of Section 1, Township 8 South, Range 28 East, NMPN.
would comprise:

TOWNSHIP 8 SOUTH, RANGE 28 EAST, WMPM

Section 1: SE/4 and S5/2 NE/4

Section 12: NE/&4

TOUNSHIP 8 SOUTH, RANGE 29 EAST, RM™™
Section 6: W/2Z S5W/a

Section 7: W/2 W/4

TOWRSHIP 22 SOUTH

(c} CREATE a new pool in Lea County, New Mexico, classified as an oil pool for San Andres Produc-
tion and designsted as the Cary-Sen Andres Pool,
Well ¥o. 1 located in Uait F of Section 17, Township 22 South, Range }7 East, MMPM, Ssid pool
would cosprise:

RANCE 37 EAST, MNMPM

Section 17: W4/

__ Ducker No, 12-80

The discovery well is Holly Energy, Inc,

The discovery well is Ralph Nix Urion

PPV R O

The discovery well is Zis Energy, Inc. State C
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{(d) CREATE & new pool ia Eddy County, Ntvw Mexico, classified as a gss pool for Craydburg production
and designated as the Diamond Mound-Crayburg Cas Pool, The discovery well is Mcsa Petroleum Company
Sink Federal Well No. ) located in Unit 1 of Section 9, Township 16 South, Range 27 East, NMPNM,

Said pool would comprise:

‘I'WKSRIPle SOUTH, RANGE 27 EAST, NMiM
Section 9: StE/4

(e) CREATE 2 new pool im Eddy County, New Mexico, classified as a gas pool for Morrow production
and designated as the Diamond Mound=Morrow Gas Pool, The discovery well is Mesa Petroleum Company
Derrick Federal Com Well No. 1 located in Unit K of Section %, Township 16 South, Range 8 East,
NMPM. Said puol would comprise:

TOWNSHIP 16 SOMTH, RANGE 28 EAST, NMPM
Section 5: Lots 3, 4, 5, 6, i1, 12,
13, and 14

(£) CREATE a new pool in Eddy County, New Mexico, classified as a gas pool for Abo production amd
designated as the Copher-Abo Gas Pool. The discovery well is Mesa Petroleum Company Catclaw State
Well No. 1 located in Unit G of Section 31, Township 17 South, Range 24 East, NMPM, Said pool
would comprise:

TOWNSHIP 17 SOUTH, RANGE 24 EAST, NMPM
Section 31: NE/&

(g) CREATE a new pool in Eddy County, New Mexico, classified aa an oil pool for Upper Pennsylvanian
production and designated as the Grayburg-Upper Pennsylvanian Pool, The discovery well is Depco, Inc,
Conoco State Weli No, 1 located in Unit K of Section 15, Township 17 South, Range 29 East, NMPM.

Said pool would comprise:

TOWNSHIP 17 SOUTH, RANGE 29 EAST, NMPM
Section 15: SW/é4

(h) CREATE a new pool in Lea County, New Mexice, classified as an oil pool for Drinkard production
and designated as the Hardy-Drinkard Pool. The discovery well is Amoco Production Company State C
Tr. 11 Well No, 11 located in Unit X of Section 2, Township 21 South, Range 36 Easc, NMPM. Said
pool would comprise:

TOWNSHIP 21 SOUTH, RANCE 36 EAST, NMPM
Section 2: SE/4
Section l1: NE/4

(i) CREATE a new pool in Eddy County, New Mexico, classified as a gas pool for Atoka production
and designated as the Logan Draw-Atoks Gas Pool. The discovery well is Mesa Petroleum Company
Marslo Federal Com Well No. 1 located in Unit L of Section 22, Township 17 Sovth, Range 27 East,
WP, Said pool would comprise:

TOWNSRIP 17 SOUTH, RANGE 27 EAST, NMPM
Section 22: W/2

{3} CREATE a new pool in Chaves County, New Mexico, classified as an oil pool for Queen production
and designated as the Rabbit Flats-Queen Pool. The discovery well is Rapid Company, Inc. Copelan
State Well Mo. 1 located in Unit C of Section 31, Towmship 10 South, Range 27 East, NMPM, Said
pool would comprise: -

TOWNSHIP 10 SOUTH, RANCE 27 EAST, PM
Section 31: NE/&4 NW/4 and N/2 NE/4

(k} CREATE a new pool in Eddy County, New Mexico, classified as a gas pool for Wolfcawmp production
and designated as the Ross Draw-Walfcamp Gas Pool, The discovery well is Florida Gas Exploration
Company Ross Draw Unit Well No. 7 located in Unit J of Sectiom 26, Township 26 South, Range 30 East,
WP, Said pool would comprise:

TOWRSRIP 26 SOUTH, RANCE 30 EAST, mPm
Section 26: §/2
Section 27: All
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(1) CREATE & new pool in Eddy County, New Mexico, classified as a gas pool for Morrow production
and designated as the Sand Point-Motrow Gas Pool. The discovery well is Perry R, Bass Biy Eddy
Unit Well No, 72 located in Unit R of Section 3, Township 21 Suuth, Range 28 Esst, NMPM. Said
pool would comprise:

TOMKRSHIP 21 SOUTH, RANGCE 28 EAST, NuPM
Section 3: §/2

(m) CREATE a new pool in Chaves County, New Mexico, classificd as a gas pool for Mississippian
production and designated as the Sand Ranch-Mississippian Cas Pool. The discovery well is MOF 0il
Corporation Bikar Federal Well !o. 1 located in Unit G of Section 14, Township 10 South, Range 29
East, MMPH, Said puol would comprise:

TOWNSHIP 10 SOUTH, RANGE 29 EAST, NMPM
Section l4: N/2

(n) CREATE a new pocl in Chaves County, New Mexico, clasaified as an oil poul for San Amdres pro-
duction and designated as the North Tom Tom~San Andres Pool, The discovery well is NRM Petroleum
Corporation Mooney Well No, 1 located in Unit A of Section L7, Township 7 South, Range 31 East, NMPM, :
Said pool would comprise: H

TOWNSHIP 7 SO!’I‘H, RANGE 31 EAST, RMPM
Section L7: NE/&

(o) CREATE & new pool in Lea County, New Mexico, classified as am o0il pool for Bone Springs produc-
tion and designated as the Tonto-Bone Springs Pool, The discovery w:ll is Amoco Production Company
Nellis A Federzl Well No. 1 located in Unit E of Section 8, Township 19 South, Range 33 Easc, NMPM,
Said pool would comprise:

TOWNSHIP 19 SOUTH, RANCE 33 EAST, NMPM i
section B:  NW/4 ;

{p) CREATE a new pool in Lea County, New Memico, classified as a gas pool for Mississippian pro- i
duction and designated as the Townsend-Mississippian GCas Pool, Tae discovury well is Allen K,
Trobaugh Eidson Com Well No, 1 located in Unit G of Section 28, Township 16 South, Range 35 East,
MMPM,. Said pool would comprise:

TOWNSHIP 16 SOUTH, RANGE 35 EAST, NMPM
Section 28: NE/4

(q) CREATE a new pool in Lea County, New Mexico, classified as sn oil pool for Fusselman production
and designated as the Wantz-Fusselman Pool. The discovery well is N, B, Hunt Mittie Weatherly Well
Mo. 8 located in Unit G of Section 21, Township 21 South, Range 37 East, NMPM. Said pool would
comprize:

TOWKSHIP 21 SOUTR, RANGE 37 EAST RMPM

Section 21: NE/G

(r) EXTEND the Airstrip-Lower Bone Springs Pool in Leas County, New Mexico, to include therein:

TOUNRSHIP 18 SOUTH, RANGE 34 EAST, MMPM
Section 25: MNW/4

(s) EXTEND the West Arkansas Junction-S5an Andres Pool in Lea County, New Mexico, to include therein:

TOWNSHIF 18 SOUTH, RAWCE 36 EAST, NMPM
Section 28: WMi/4

(t) EXTEWD the Avalon-Atoka Gas Pool in Zddy County, New Mexico, to include therein:

TOWNSEIP 21 SOUTH, RANGE 26 EAST, NMPM

-—ra T
Section 5: 572

(u) EXTEND cthe Ber U-Penmsylvanisa Pool in Chaves County, Mew Mexico, to include therein:

TOURSHIP 8 SOUTH, RANCE 33 EAST, WMPM

Section Ji: W/2




3 i L -
Page L1 of 14 ! .
Examiner Hearing - Wednesday - April 23, 1980 Dccket No, 12-80

R - . - L S P P - e e e e e e e . e —

(v) EXTEND the Blincbry Oil and Gas Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 20 SOUTH, RANCE 38 EAST, NMPM
Section 20: NE/&

(w) EXTEND the Boyd-Morrow Gas Pcol in Eddy County, New MNexivo, to inciude therein:

TOMKSHIP 19 SOUTH, RANCE 25 EAST, NMPM
Section l1: Al)

{%) EXTEND the East Caprock=Pennsylvanian Pool in Les County, New Mexicuo, to inclwle therein:

TOWNSHIP 12 SOUTH, RANGE 32 EAST, NMPM
Section lb: SW/&
Section 23: W/2

{y) CONTRACT the horizontal limits of the Cato-San Andres Pool in Chaves County, New Mexico,
by the deletion of the following described ares:

TOWNSHIP 8 SOUTH, RANCE 31 EAST, NMPM
Section >: fiWfe

and EXTEND the horicontal limits of sasid pool to include therein:

TOWNSHIP 8 SOUTH, RANGE 30 EAST, NMPM
Section 4: SE/4

(z) EXTEND the Chaverco-San Andres Pool in Roosevelt Couaty, New Mexico, to include therein:

TOWRSHIP 7 SOUTH, RANGE 32 EAST, NMPM
Section 34: M/4

(aa) EXTEMD the Comanche Stateline Tansill-Yates Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 26 SOUTH, RANGE 36 EAST, NMPM
Section 21: MW/4

(bb) EXTEND the South Culebra Bluff-Bone Springs Pool in Eddy County, New Mexico, to include therein:

TOWNSHIP 23 SOUTH, RANCE 28 EAST, NMPM
Section 22: NE/4
Section 23: NW/4

(ce) EXTEND the Custer-Devonian Gas Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 24 SDUTH, RANGE 36 EAST, NMPM
Section 25: W/2 ’

{dd) EXTEND the Double L-Queen Associated Psol in Chaves County, New Mexico, to include therein:

TOWMSHIP 15 SOUTH, RANGE 29 EAST, NMPM

Section 1: W/2, SW/4 NE/G4 and W/2 SE/&4

(ee} EXTEND the Esgle Creek Permo-Pennsylvanian Cas Pool in Eddy County, New Mexico, to include

TOWNSHIP 18 SOUTH, RANGE 25 EAST, NMPM
Section 3: All

(££f) EXTEND the South Eunice-San Andres Pool in Lea County, Mew Mexico, to include therein:

Iml? 22 SOUTH, RANGE 37 EAST, KMPM
Section 10: SEf&4

(g3) EXTEND the East Gu-lbrm Cas Pool in Lea County, Mew Mexico, to include therein:

TOWNSHBIP 19 SOUTH, RANGE 33 EAST, WMMPM

Scction 26: S/2

(eh) EXTEND the East Grams Ridge-Morrow Gss Pool in Lea County, New Mexico, to include therein:

TOWRSHIP 22 SOUTH, RANGE 14 EAST, ™MPM
Section 1: W/2

Il AT 2 e
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e=bolfcamp Cav pool in Lea County, New Menrico, to include therving

VTH, RANGE 3 EAST, KNPM
N7L aml SEf =

(ii) EXTEND the Crama Ridg

TOMNSHIP 21 S0
Section J6:

(G EXTEND the Hobbs-Drinkard pool in Lea County, Kew Mexico, @ fiw lude thetein:
TOWNSHIP 18 SOVTH, RANGF. 18 FAST, NMPY

Sectiun Jat /2

TOMNSHIP 19 SUUTH, RANGE 18 EAST, Rurd
N/

Section 33

(kk) EXTEND the Jalmat Yatee-Seven Rivers Pool in Lea County, Nev Mexico, to i lude thercin:

TOWNSHIP 23 SOUTH, RARCE 36 FAST, NMPM
Section 28: Sf2 NW/b

tis-Paddock Pool in Lea County, New Mexico, to include thepein:

(11) EXTE® the Jus
SOUTH, RANGE 37 EAST, NMPM
/2

TOMNSHIP 2%
Section 23:

TOWNSHIP 2% SOUTH, RANCE 1% FAST, N4PM

Section JU: SWik

EXTEND the Langleyvbevon'un Gas Pool in Lea County, New Mexico, to include therein:

TOMNSHIP 22 SOUTH, RANG
Section L7: s/2
gection 28: w2

()
E 36 EAST, NMPM

(nan) EXTEWD the l.nuglerlllenbot;er Gas Pool in Leas County, Mevw Mexico, to include therein:

TOMNSHIP 22 SOUTH, RANGE 36 EAST, WP
Section 17: 572

New Mexico, toO include therein:

e Lesmex-Wolfcamp pool in Lea County,

TOWNSHIP 17 SOUTH, RANGE 33 EAST, NMPM
Section 21: N2 N/2

(o0) EXTEWD th

rrow Gas Pool in Eddy County, Hew Mexico, to include therein:

EXTEND the Logen Draw-Mo!
RANGE 27 EAST, e

ToMMSHIP 17 SOUT“
Sccnon 20:

wtm 0: SI2
mtwn 28: E/2

(po)

gection 33: £/2
(qq) EXTEMD the Morthesst uniu:on-nm-ylvani.cn pool in Lea County, Mew Mexico, to include
therein:
TOMNSHIP 16 SOUTH, rANGE 37 EAST, NMPM
Section 18: NE/&
ein:

(rr) EXTEND the parkusy-Stravn Pool ia Eddy County, Wev Mexico, to include ther

ToumsniP 19 SOUTH, RANGE 29 EAST, L il
Section 23: 1L

) EXTEND the West Parkway-Horrov Gas Pool in Eddy County, New Mexico, tO jaclude therein:
ToumsHIP 19 SOUTH, RANGE 29 EAST, WM

Section 2i: s/2
Section 22: All

(os
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{tt) EXTEND the South Petersun-Fusselman Pool ia Roosevelt County, New Mexico, to include therein:

TOWNSHIP 5 SOUTH, RANCE 32 EAST, NMPM
Section 25: st/4

(uu)} EKTEND the Rorth Quail Ridge-Morruw Gas Pool in Lea County, New Nexico, to include therein:

TOWNSHIP 19 SOUTH, RANGE 33 EAST, NMPM
Section 12: £/2

TOWNSHIP 19 SOUTH, RANGE 3% EAST, NMPM

N Section 7: W/2
(vv) EXTEND the South Salt Lake-Morrow Cas Pocl in Lea County, New Mexico, to include thervin:
i
TOWRSUIT 20 SGUTH, RANCE 32 EAST, NMPM
Section 23: SW/4 . T
Section 36: WW/4 ‘c

(we) EXTEND the Scoggin Draw-Morrow Cas Pool in Eddy County, New Mexice, to include thercin:

TOWNSHIP 18 SOUTH, RANGE 27 EAST, NMPM
Section 31 E/f2
Section 10: Ef2

(xx) EXTEND the Shugart Yates-Scven Rivers Queen-Crayburg Pool in Eddy County, New Mexico, to
include therein: -

TOWNSHIP 18 SOUTH, RANGE 30 EAST, NMPM
Section 35: N/2Z NE/4

(yy) EXTEND the vertical limits of the Sioux-Yates Pool in Lea County, New Mexico, to include the
Tansill formation and redesignate said pool as the Sioux Tansill-Yates Pool, and extend the hori-
zontal limits of said pool to include therein:

TOWNSHIP 26 SOUTH, RANGE 36 EAST, NMPM
Section 16: N/2 and SE/4

(zz) EXTEND the Tom~Tom S2n Andres Pool in Chaves County, New Mexico, to include thereinm:

TOWNSHIP 7 SOUTH, RANCE 31 EAST, NMPM
Section 25: NW/4
Section 26: SE/4
Section 28: SW/4

TOWNSHIP 8 SOUTH, RANCE 31 EAST, NMPM
Section 5: NW/4 and N/2 SW/4

(asa) EXTEND the West Tonto-Pennsylvenian Gas Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 19 SOUTH, RANGE 33 EAST, NMPM
Section 18: NE/4

(bbd) EXTEND the Turkey Track-Morrow Gas Pool in Eddy County, New Mexico, to imclude therein:

TOWNSHIP 19 SOUTH, RANCE 29 EAST, NMPM
Section 11: All
Section 1l4: £!2

{ccc) EXTEMD the North Turkey Track-Morrow Gas Pool in Eddy County, New Mexico, to include therein:

TOWRSHIP 18 SOUTH, RANCE 29 EAST, MNMPM

Section 27: S/2 .

(ddd) EXTEND the Warren-Tubb Cas Pool in Lea County, Wew Mexico, to include therein:

TOWNSHIP 20 SOUTH, RANCE 18 EAST, MMPM
Section 20: NE/4
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(eee) EXTEND the vhite Rench-Mississippian Gas Pool in Chaves County, New Mexico, to include
therein:

TOMNSHIP 11 SOUTH, RANCE 29 EAST, NKuMmM
Section Je: Ef2

(££f) EXTEND the Wilson-Strawn Pool in Lva County, New Mexico, to include therein:

TOMNSHIP 21 SOUTH, RANGE 34 EAST, NMPM
Section L2: SE/G
Secion 13: NE/&
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SRR AR ‘
JACK M. CAMPBELL C “ ?]980 /e’? OFFICE BOX 2206 : , T

FFERSON PLACE

BRUCE O. BLACK Oi CO:T'“

MICHAEL B, CAMPBELL 0\;;;."\\‘ :
WILLIAM F. CARR SA Q5 o FE, NEW MEXICO 8750I i
PAUL R, CALDWELL NTA FE Il”S’O"LEPHONE 5O8) 9a8-442) ;

March 26. 1980

—
L8 77

Mr. Joe D. Ramey C?CLA)“

Division Director

0il Conservation Division

New Mexico Department of Energy & Minerals

Post Office Box 2088

Santa Fe, New Mexico 87501

o ——— - g a 7y ot 2

Re: Application of Maurice L. Brown Co. for
Compulsory Pooling, Lea County, New Mexico

e

Dear Mr. Ramey:

Enclosed in triplicate is the application of Maurice L.
Brown Co. in the above-referenced matter.

The applicant reduests that this matter be included on the :
docket for the examiner hearing scheduled to be held on ;
April 23, 1980. ?

Ve truly yours

William F. Carr

WFC:1r

Enclosures

cc: Mr. Don Littell
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OIL CONSERVATION DIVISION

| NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS 1 . ‘

IN THE MATTER OF THE APPLICATION o
OF MAURICE L. BROWN CO. FOR case (¥ 75
COMPULSORY POOLING, LEA COUNTY,

NEW MEXICO.

JRT——

APPLICATION

Comes now MAURICE L. BROWN CO., by and through its

undersigned attorneys and, as provided by Section 70-2-17, New

Mexico Statutes Annotated, 1978 Compilation, hereby makes

e application for an order pooling all of the mineral interests

in the San Andres formation in and under the SE/4&4 NW/4 of

Section &4, Township 9 South, Range 34 East, N.M.P.M., Lea
County, New Mexico, and in support thereof would show the

e Commission:

1. Applicant is the owner of 75% of the working interest
in and under the SE/&4 NW/4 of Section &, and applicant

has the right to drill thereon.

2. Applicant proposes to dedicate the above-referenced

e pooled unit to its No. 2 Evans Well to be drilled at an
orthodox locaticn within 150 feet of the center of the

SE/4 NW/4 of said Section 4.

3. Applicant has sought and been unable to obtain
either voluntary agreement for pooling of farmout from |

Tenneco 0il Company, owner of a 25% working interest.

4. Said pooling of interest and well completion will

Iz

avoid the drilling of unnecessary wells, will prevent

waste and will protect correlative rights.
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5. 1In order to permit the applicant to obtain its just
and fair share of the oil and gas underlying the subject
1ands, the mineral interest should be pooled, and
applicant should be designated the operator of the well

to be drilled.

WHEREFORE, applicant prays that this application be set
for hearing before the pivision's duly appointed examiner, and

that after notice and hearing as required by law the Division

enter its order pooling the lands, including provisions designa-

‘ting the applicant as operator of the well, providing for

applicant to recover 1ts costs of drilling, equipping and
completing the well, its costs of supervision while drilling,
and after completion, including overhead charges, and a risk
factor for the risk assumed by the applicant in drilling, com-”
pleting and equipping the well, and such other and further

provisions as may be proper in the premises.

Respectfully submitted,
CAMPBELL AND BLACK, P.A.

By

T11liam F. Carr

Post Office Box 2208
Santa Fe, New Mexico 87501
Attorneys for Applicant
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OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERCY AND MINERALS

IN THE MATTER OF THE APPLICATION

OF MAURICE L. BROWN CO. FOR Case (. %75
COMPULSORY POOLING, LEA COUNTY,
NEW MEXICO.

.. APPLICATION

Comes now MAURICE L. BROWN CO., by and through its
undersigned attorneys and, as provided by Section 70-2~17, New
Mexico Statutes Annotated, 1978 Compilation, hereby makes
application for an order poocling all of the mineral interests
in the San Andres formation in and under the SE/4 NW/4 of
Section 4, Township 9 South, Range 34 East, N.M.P.M., Lea

County, New Mexico, and in support thereof would show the

Commission:

1. Applicant is the owner of 757% of the working interest

in and under the SE/4 NW/4 of Section 4, and applicant

has the right to drill thereon.

2. Applicant proposes to dedicate the above-referenced
pooled unit to its No. 2 Evans Well to be drilled at an
orthodox location within 150 feet of the center of the

SE/4 NW/4 of said Section &.

3. Applicant has sought and been unable to obtain
either voluntary agreement for pooling of farmout from

Tenneco 0il Company, owner of a 257 working interest.

4. Said pooling of interest and well completion will
avoid the drilling of wmnecessary wells, will prevent

waste and will protect corgelative rights.
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5. In order to permit the applicant to obtain its just
and fair share of the o0il and gas underlying the subject
lands, the mineral interest should be pooled, and
applicant should be designated the operator of the well

to be drilled.

WHEREFORE, applicant prays that this application be set
for hearing before the Division's duly appointed examiner, and
that afﬁer notice and hearing as required by law the Division
enter its order pooling the lands, including provisions designa-
ting the applicant as operator cf the well, providing for
applicant to recover its costs of drilling, equipping and
completing the well, its costs of supervision while drilling,
and after complétion, including overhead charges, and a risk
factor for the risk assumed by the applicant in drilling, com-
pleting and equipping the well, and such other and further

provisions as may be proper in the premises.

Respectfully submitted,
CAMPBELL AND BLACK, P.A.

By

illiam F. Carr

Post Office Box 2208

Santa Fe, New Mexico 87501
Attorneys for Applicant




e e e p——— g g A Bk v

BEFORE THE s TS
,}J",,\jTA FE -~y ;’.:[Gl'v

OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF THE APPLICATIOR

OF MAURICE L. BROWN CO. FOR Case 1 g75
COMPULSORY POOLING, LEA COUNTY,
NEW MEXICO.

APPLICATION

Comes now MAURICE L. BROWN CO., by and through its

attorneys and, &s provided by Section 70-2-17, New , { :
Mexico Statutes Annotated, 1978 Compilation, hereby makes i : AN
application for an order pooling all of the mineral interests

in the San Andres formation in and under the SE/4 NW/4 of

BN T

Section 4, Township 9 South, Range 34 East, N.M.P.M., Lea ; . 3
County, New Mexico, and in support thereof would show the

Commission:

1. Applicant is the owner of 75% of the working interest
in and under the SE/4 NW/& of Section 4, and applicant

has the right to drill thereon.

2. Applicant proposes to dedicate the above-referenced
pooled unit to its No. 2 Evans Well to be drilled at an
orthodox location within 150 feet of the center of the

SE/4 NW/4 of said Section 4.

3. Applicant has sought and been unable to obtain
either voluntary agreement for pooling of farmout from

Tenneco 0il Company, owner of a 25% working interest.

4. Said pooling of interest and well completion will
2void the drilling of unnecessary wells, will prevent

waste and will protect correlative rights.
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5. In order to permit the applicant to obtain its just
and fair share of the o0il and gas underlying the subject
lands, the mineral interest should be pooled, and
applicant should be designated the operator of the well
to be drilled.

WHEREFORE, applicant prays that this application be set
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 the lands, including provisions designa-
ting the applicant as operator of the well, providing for
applicant to recover its costs of drilling, equipping and
completing the well, its costs of supervision while drilling,
and after completion, including overhead charges, and a risk
factor for the risk assumed by the applicant in drilling, com-
pleting and equipping the well, and such other and further

provisions as may be proper in the premises.

Respectfully submitted,
CAMPBELL AND BLACK, P.A.

By

William F. Carr
Post Office Box 2208
Santa Fe, New Mexico 87501
Attorneys for Applicant
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DRAFT STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
ar/ OIL CONSERVATION DIVISION

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

CASE NO. 6875

Order No. R- (,_szz

APPLICATION OF MAURICE L. BROWN
CO. 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 April 23 ” | '

19 8o, at Santa Fe, New Mexico, before Examiner Richard L. Stamet¥

o

NOW, on this day of , 19 80 , 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 required by
law, the Division has jurisdiction of this cause and the subject
matter thereof. \ f

(2) That the applicant, Maurice L. Brown Co.

seeks an order pooling all mineral interest:s in the San Andres

formation underlying the SE/4 NW/4
of Section _4 , Township _ 2 South , Range 34 East !
NMPM; Lea County, New |

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

to drill a well at a standard location thereon

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

unit who have not agreed to pool their interests.

(5) That to avoid the arilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
jnterest in said unit the opportunity to recover Or receive
without unnecessary expense his just and fair share of the gaer
jn said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, within said
uinit.

(6) That the applicant should be designated +he operator
of the subject well and unit.

(7) That any non-consenting~working interest owner should
pe 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
~
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dditional zg_ogg // thereof as a reasonable charge for
risk jpvolved in the érilling of the well.

(9) That any non—consenting interest owner should be
afforded the opportun iry to object to the actual well costs but
thét actual well costs should pe adopted as the reasonable well
costs in the absence of such objection.

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

well costs exceed reasonable well costs. S

.

il
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(11) That per-mortth 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 operatof should be authorized to withhold from production
the proportionate share of actual expenditures required for
operating the subject well, not in excess of what are reasonable,
attributable to each non-consenting working interest.

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

(13) That upon the failure of the operator of said pooled
unit to commence 4rilling of the well to which said unit is

dedicated on or before m,GL L 1589 , the order

pooling said unit should become null and void and of no effect
whatsoever. .

IT IS THEREFORE ORDERED:

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

in the San Andres formation underlying the Sg/4 Nw/4
of Section ¢4 , T ~#aship 9 South + Range 34 East ’
NMPM, . Lea County, New Mexico,
are hereby pooled to form a standard J — acre géﬁ spacing

at a standard location thereon

PROVIDED HOWEVER, that the operator of said unit shall

commence the drilling of said well on or beiore the /k”f'day of

/5 S , 19_80, and shall thereafter continue the drilling
of said well with due diligence to a depth sufficient to test the

San Andres formation;

PROVIDED FURTHER, that in the event said operator does not

commence the drilling of said well on or before the /;7 day oxf

];L?ﬁﬁJL—— , 19 80 , order (1) of this order shall be null

and void and of no effect whatsoever, unless said operator obtains

a time extension from the . pivision for good cause shown.
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PROVIDED FURTHE R +hat should gaid well not be drilled to

completion, or abandonment, within 120 days after commencement
thereof, said operatcr ghall appear pefore the pivision Director ‘and

ghow cause why Oxder (1) of this order should not be rescinded.

\ (2) That t_l_iiurice L. Brown CO. js hereby designated

the operator of the subject well and unit.

\ (3) That after the effective date of this oxder and within
¢ days prior to »commencing said weil, the operator sholl furnish
the Division and each known working jnterest owner jn the subject
unit an jtemized schedule of estimated well costs.

(4) That within 30 days from the date the schedule of
estimated well costs is surnished 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

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

vided above shall remain liable for operating costs but ghall -

not be 1iable for risk charges.

(5) That the operator shall furnish the pivision and each
\ known working jnterest owner an itemized schedule of actual well
\ costs within 90 days following completion of the well; that if i

no objection to the actual well costs is received bY the Division

\ and the pivision has not objected within 45 days following recelipt
of said schedule, the actual well costs shall be the reasonable

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

| o

actual well costs within said 45-day period the Division will ‘
determine reasonable well costs after public notice and hearing.

(6) That within 60 days following determination of reason~
able well costs, any non—consenting working jnterest owner that

has paid his share of estimated costs in advance as provided
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above shall pay to the operator his pro rata share of th: 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 following costs and charges from production:

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

(B) As a charge for the risk involved in the

drilling of the well, éggygzeg&g;/the pfp rata

share of reasonable well costs attributable
tc each non
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.

charges withheld from production to the parties who advanced
@#S?W“’ptﬂwn% whle dr:///"-/ awd_

# 360 perme¥t White Produceiy Gre—
(9) That / Per-moTTEEit hereby fixed as g reasonablp

the well costs. //

charges for supervision (combined fixed rates); that the operator
is hereby authorized to withhold from production the proportionate
share of such supervision chargesattributable to each non-
consenting working interest, and in addition thereto, the operator
is hereby authorized to withhold from production the proportionate
share of actual expenditures required for operating such well,‘
not in excess of what are reasonable, attributable to each non-

consenting working interest.
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(10) That any unsevered mineral interest shall be considergd

a seven—-eighths (7/8) working interest and a one-eighth (1/8)

royalty interest for the purpose of allocating costs and charges

under the terms of this order.

(11) That any well costs or charges which are to be paid

out of production shall be withheld only from the working '
interests share of production, and no costs or charges shall
be withheld from production attributable to royalty interests.

(12) That all proceeds from production from the subject P e *

well which are not disbursed for any reason shall immediately

be placed in escrow in Lea County, New Mexico, to be :

that the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the date of
first deposit with said escrow agent.
{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 herein-

above designated.

.

i paid to the true owner thereof upon demand and proof of ownership# 5

i
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