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Hearing Dale 

Re: O i l C o n s e r v a t i o n Commission Case #7744 (de n o v o ) : 
A p p l i c a t i o n o f Clements Energy, I n c . f o r Compulsory 
P o o l i n g , Lea County, New Mexico • 

Dear Mr. P a d i l l a : 

F o l l o w i n g our te l e p h o n e c o n v e r s a t i o n o f February 21, I 
dis c u s s e d t he a b o v e - r e f e r e n c e m a t t e r w i t h P e r r y A. Poole who has 
a u t h o r i z e d me t o make the f o l l o w i n g o f f e r i n an e f f o r t t o r e s o l v e 
the d i s p u t e which e x i s t s between him and Clements Energy, I n c . 
f o r development o f the NE/4 o f S e c t i o n 14, Township 14 South, 
Ranqe 34 East, N.M.P.M., Lea County, New Mexico: 

•Mr. Poole proposes t o farm-out t h e NW/4 NE/4 o f S e c t i o n 14, 
Township 1.4 South, Range 34 East, N.M.P.M., Lea County, New 
Mexico t o Clements Energy, I n c . under the f o l l o w i n g g e n e r a l terms 
and c o n d i t i o n s . : 

a. . Oh or b e f o r e June 1, 1983, Clements Energy, I n c . t o 
cdrnmehce an 11,,000-foot (+/-) p e r Permo Penn t e s t ( " I n i t i a l T e s t 
W e l l " ) w i t h proposed l o c a t i o n i n the NE/4 o f S e c t i o n 14 ( I n i t i a l 
P r o r a t i o n U h i t i s t h e NE/4). 

b. ^ y i d r i l l i n g and c o m p l e t i n g such " I n i t i a l Test W e l l , " 
.'Cteiti'e'n^"Energy, I n c . t o earn an assignment o f 100% o f t h e NW/4 
ME/4 of Section. 14, Township 14 South, Range 34 East, N.M.P.M. , ' 
..Lea County, New Mexico as t o the p r o r a t i o n u n i t d e s i g n a t e d f o r 
such w e l l . I n such agreement, Perry A. Poole t o r e s e r v e a 
p r o p o r t i o n a t e l y reduced 5% o v e r r i d i n g r o y a l t y i n t e r e s t . Poole, t o 
have, an o p t i o n t o c o n v e r t such o v e r r i d i n g r o y a l t y i n t e r e s t t o a 
p r o p o r t i o n a t e l y reduced 25% Working I n t e r e s t a f t e r payout. The 
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approximate Working I n t e r e s t b e f o r e payout and a f t e r payout i s 
f o l l o w s : 

, n e t o r i g i n a l b e f o r e a f t e r 
a cres i n t e r e s t p ayout payout 

Clements 
Energy, I n c . 120.0 75% 100% 93.75% 

P. A. Poole 40 .0 25% 0% 6.25% 

TOTAL 160.0 100% 100% 100% 

I am hopeful t h a t the foregoing w i l l be acceptable t o 
Clements and t h a t the p a r t i e s can proceed to execute a formal 
agreement. Since the hearing i s scheduled f o r February 23, 1983, 
we; would accept a copy of t h i s l e t t e r noting the acceptance of 
elements signed by you as s u f f i c i e n t evidence of the agreement 
f o r us to n o t i f y the Commission t h a t our a p p l i c a t i o n f or hearing 
de novo should be dismissed. 

I f you have any questions concerning t h i s matter, please 
advise. Best regards. 

WF.C:kb 

cc: P. A. Poole 
3.56 5 Frow Avenue 

, Miami, F l o r i d a 33133 


