
STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION -

IN THE MATTER OF THE 
APPLICATION OF MERIDIAN OIL INC. 
FOR COMPULSORY POOUNG AND AN 
UNORTHODOX GAS WELL LOCATION, SAN 
JUAN COUNTY, NEW MEXICO - PROPOSED 
SEYMOUR WELL NO. 7A 

APPLICATION TO THE OIL CONSERVATION COMMISSION 
FOR DE NOVO HEARING ON AND DENIAL OF MERIDIAN'S APPLICATION 

AND FOR PARTIAL WITHDRAWAL OF DIVISION ORDER OF 

FEBRUARY 22. 1996 

Doyle and Margaret Hartman, d/b/a Doyle Hartman, Oil Operator 

("Hartman"), by their undersigned attorneys, and pursuant to Rule 1220 ofthe OCD Rules 

and Regulations and NMSA 1978 § 70-2-13 (1995 Repl.), hereby move for a de novo 

hearing before the Oil Conservation Commission for the purpose of considering and 

denying the application of Meridian Oil Inc. ("Meridian") for compulsory pooling and an 

unorthodox gas well location for its proposed Seymour Well No. 7A in San Juan County, 

New Mexico ("No. 7A Well"). 

Hartman requests that the Commission deny Meridian's application in its 

entirety on grounds that the Division has no authority or jurisdiction to reform the parties' 

valid pooling agreement or force pool the interests at issue. NMSA 1978 § 70-2-17(C) 

(1995 Repl.). Hartman also requests that the Commission withdraw that part of the Order 

of the Division issued February 22, 1996, Order No. R-10545, which found that the 

Division has the authority and jurisdiction under NMSA 1978 § 70-2-17(E) (1995 Repl.) to 

both (a) modify an existing operating agreement between private parties and (b) force 
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pool interest owners of a proration unit, for purposes of a proposed second well on that 

unit, where the interest owners have already entered into a valid, binding agreement 

voluntarily pooling their interests. A copy of the Order is attached as Exhibit A. 

As grounds for this Application, Hartman states as follows: 

FACTS SUPPORTING THIS APPLICATION 

1. On November 8, 1995, Meridian filed its Application for compulsory 

pooling and an unorthodox gas well location. The matter was assigned Case No. 11434. 

The application sought an order pooling all mineral interests in the Blanco Mesaverde gas 

pool underlying the E/2 of Section 23, T31 N, R9 W, NMPM, San Juan County, New 

Mexico. Meridian sought the formation of a standard 320-acre spacing and proration unit, 

which unit was to be dedicated to Meridian's proposed No. 7A Well to be drilled at an 

unorthodox gas well location, to test for production from the Mesaverde formation. 

2. Meridian, Hartman and Four-Star Oil and Gas Company ("Four-Star") 

are working interest owners in the E/2 of Section 23. Meridian is the designated 

operator. Hartman and Four-Star are nonoperating working interest owners. 

3. AJI mineral interests in the Blanco Mesaverde gas pool underlying the 

E/2 of Section 23 are already voluntarily pooled. The E/2 of Section 23 is comprised of 

two federal leases, one dated May 1, 1948 leased to John C. Dawson (Lease No. 

SF078505), and the other dated May 1, 1948 leased to Claude A. Teel (Lease No. 

NM03601). On March 30, 1953, the then owners of leasehold interests in the E/2 of 

Section 23 (through whom Meridian, Hartman and Four-Star take their interests in the 
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tract) entered into a Communitization Agreement as to the E/2 of Section 23. Under the 

Communitization Agreement, all interest owners pooled their interests in the two 

separately owned tracts insofar as the Mesaverde formation underlying those lands. A 

copy of that agreement is attached hereto as Exhibit B. 

4. On April 10, 1953, the interest owners in the E/2 of Section 23 

entered into an Operating Agreement for the economical and joint operation of the 

Communitized tract, which agreement designated Southern Union Gas Company as the 

operator. A copy of that agreement is attached hereto as Exhibit C. There are no other 

effective communitization or operating agreements governing the Mesaverde interval as 

to the E/2 of Section 23. 

5. By virtue of the Communitization Agreement and Operating 

Agreement, the interest owners in the E/2 of Section 23 unanimously agreed to pool their 

interests as to an entire 320-acre standard Mesaverde proration unit. Under the 

Communitization Agreement, the parties voluntarily agreed that only one well would be 

required for the unit absent unanimous agreement on a second well. The only well 

provided for under that Operating Agreement was drilled in 1953 and is known as the 

Seymour No. 7 well. The 320-acre proration unit is presently dedicated to the Seymour 

No. 7 well, which has produced since it was drilled in 1953. 

6. Because of the original unanimous agreement of the parties to require 

the drilling of only one well, neither the Operating Agreement nor the Communitization 

Agreement provide for the imposition of a penalty for non-consent owners. A second well 

3 



is not required to be drilled under the Communitization Agreement unless unanimously 

approved by all parties. There is consequently no need for a non-consent penalty 

provision in the Operating Agreement. 

7. Prior to November 14, 1974, the established well spacing program 

for the Mesaverde Formation in San Juan County, including E/2 of Section 23, allowed 

only one well per 320-acre proration unit. On November 14, 1974, the Oil Conservation 

Commission issued Order No. R-1670-T. That Order provides, in pertinent part, as 

follows: 

(1) That the Special Rules for the Blanco 
Mesaverde and Pool in San Juan and Rio Arriba 
Counties, New Mexico, as promulgated by 
Order No. R-1670, as amended, is hereby 
amended to permit the optional drilling of a 
second well on each proration unit . . . 
(Emphasis added). 

A copy of Order No. R-1670-T is attached as Exhibit D. 

8. For almost 20 years, during a portion of which time there existed very 

favorable gas pricing, Meridian and its predecessors in interest took no action in response 

to Order No. R-1670-T. By letters dated January 27 and April 12, 1993, Meridian (a) 

admitted to Hartman and Four-Star that the 1953 Operating Agreement did not contain 

any required subsequent well provisions, (b) sought agreement of Hartman and Four-Star 

for the drilling of a second well on the unit (on terms favorable to Meridian), and (c) 

proposed an amended Joint Operating Agreement for the drilling of an infill Blanco 

Mesaverde well in the E/2 of Section 23. A copy of that correspondence is attached as 
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Exhibit E. Meridian renewed its request by letter dated October 31, 1995. 

9. Neither Hartman nor Four-Star have agreed to Meridian's proposal. 

The Operating Agreement does not require that an interest owner shall be penalized for 

not immediately agreeing to a second well on the unit. The Communitization Agreement 

guarantees there will not be a mandatory requirement to drill a second well. 

10. Despite the obvious economic concerns on the part of Hartman and 

Four-Star pertaining to the immediate drilling of a second well, Meridian has failed to 

furnish any economic justification for the immediate drilling of a second well. Given the 

current restricted Eastern outlet for San Juan Basin gas and the oversupply of gas into 

the California market, the combination of which are responsible for the existing 

unfavorable San Juan net-back wellhead gas pricing, the immediate drilling of the 

proposed Seymour 7A well would cause, rather than prevent, waste. Such drilling would 

result in the development of deliverability that would permit the production of natural gas 

from a gas well in excess of the reasonable market demand. Such drilling would result 

in economic waste by syphoning off funds from more viable oil and gas prospects. This 

would reduce in the short term the total reserves that can be developed and produced. 

NMSA 1978 § 70-2-3 (1995 Repl.). There is no reason for the immediate drilling of this well 

under current pricing constraints, particularly where, as here, there is no documented risk 

of drainage or waste. Moreover, Meridian has requested the imposition of a risk factor 

which would effectively deprive Hartman of its interest in the property given the current 

economics of the proposed No. 7A well. 
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11. In response to Meridian's November 8 application, both Hartman and 

Four-Star moved to dismiss Meridian's application on the grounds that the OCD lacks 

jurisdiction under NMSA 1978 §70-2-17 to force pool interest owners in a proration unit 

where those interest owners have already entered into a valid, binding Communitization 

Agreement pooling their interests. Under the Communitization Agreement and the 

Operating Agreement, the interest owners in the E/2 of Section 23 have already pooled 

their interests in the Mesaverde Formation, which is the target formation for the proposed 

Seymour 7A well. The Communitization Agreement requires the drilling of only one well, 

the No. 7 Well. 

12. Hartman does not contend that Meridian is precluded from 

immediately drilling the proposed No. 7A well. Instead, Hartman contends that any new 

drilling as to the already communitized 320-acre tract must be preformed under the terms 

and provisions of the Communitization Agreement and the Operating Agreement. Neither 

agreement authorizes the imposition of a risk factor if Meridian fails to obtain unanimous 

agreement for such drilling. 

13. Meridian's application was set for hearing and heard on January 11, 

1996. Michael Stogner was the hearing examiner for the OCD. The hearing examiner 

took evidence on land and ownership matters only, and heard argument on the motions 

to dismiss filed by Hartman and Four-Star. The hearing examiner also heard evidence 

on the issue of whether Meridian made a reasonable effort to obtain voluntary joinder of 

all working interest owners for further development in the E/2 of Section 23. 

6 



14. On February 22, 1996, the Division entered Order No. R-10545, 

finding in pertinent part as follows: 

Pursuant to Section 70-2-17. E. of said Act [New 
Mexico Oil & Gas Act] the Division may modify 
the 1953 Operating Agreement to the extent 
necessary to prevent waste. The Division 
therefore has jurisdiction over this matter. 

15. The Division also found that Meridian had "failed to make reasonable 

efforts to adequately obtain voluntary joinder" and dismissed Meridian's application on 

those grounds. Hartman does not contest this portion of the Order. 

16. The Division did not hear evidence, nor did it make any finding of fact, 

as to whether the proposed No. 7A well was or was not necessary to prevent waste. 

17. Although Hartman was a party of record in Case No. 11434 and 

appeared through counsel and participated in the hearing, and notwithstanding that the 

Order of the Division was signed and filed February 22, 1996, notice of an order being 

issued was not provided to Hartman or Hartman's counsel by the Division until March 4, 

1996. Even then, a copy of the Order was provided to Hartman's counsel only after 

Hartman's counsel learned of the issuance of the Order from William F. Carr, counsel for 

Four-Star, and called the OCD and requested a copy of the Order. 

ARGUMENT AND AUTHORITY 

1. The Division Has No Authority to Force Pool Interests Which Are 
Already Pooled by Private Agreement. 

18. An administrative agency or body has only such authority as is 

granted by the Legislature. Vermijo Club v. French. 43 N.M. 45, 95 P.2d 90 (1938): In re 
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Proposed Revocation of Food & Drink Purveyor's Permit. 102 N.M. 63,691 P.2d 64 (Ct. 

App. 1984). 

19. The New Mexico legislature has expressly defined and limited the 

power of the Division to force pool tracts of land to those circumstances where the owner 

or owners have not already agreed to pool their interests. NMSA 1978 § 70-2-17(C) 

provides as follows: 

When two or more separately owned tracts of 
land are embraced within a spacing or proration 
unit, . . . the owner or owners thereof may 
validly pool their interest and develop their land 
as a unit. Where, however, such owner or 
owners have not agreed to pool their interests, 
and where one such separate owner, or 
owners, who has the right to drill has drilled or 
proposes to drill a well on said unit to a 
common source of supply, the Division, to avoid 
the drilling of unnecessary wells or to protect 
correlative rights, or to prevent waste, shall pool 
all or any part of lands or interest or both in the 
spacing or proration unit as a unit. (Emphasis 
added). 

Section 70-2-17(C) governs the issues presented by Meridian's application and requires 

denial of the application. 

20. The OCD lacks jurisdiction to force pool the already pooled interests 

in the Mesaverde formation underlying the E/2 of Section 23. Section 70-2-17(C) does 

not authorize force pooling where, as here, the interest owners in a tract have already 

pooled their interests under the terms of the Communitization Agreement and Operating 

Agreement. The Communitization Agreement and Operating Agreement control the 
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means by which the property is pooled and define the manner in which the parties have 

agreed to economically develop the property. There is no statutory authority in the New 

Mexico Oil and Gas Act which authorizes the Division to force pool Hartman's interest 

which has already been pooled under a valid, binding agreement. 

21. There is no statutory authority which authorizes the Division to 

supersede or reform the private pooling and communitization agreement. Only a court 

of competent jurisdiction could hear and adjudicate such a claim. Any modification or 

reformation here would benefit only one of the parties to that agreement (Meridian) and 

cover only a single proration unit within a pool. 

22. The Division's reliance on NMSA 1978 § 70-2-17(E) is misplaced. 

That statute provides as follows: 

Whenever it appears that the owners in any pool 
have agreed upon a plan for the spacing of 
wells, or upon a plan or method of distribution 
of any allowable fixed by the Division for the 
pool, or upon any other plan for the 
development or operation of such pool, which 
plan, in the judgment of the Division, has the 
affect of preventing waste as prohibited by this 
Act and is fair to the royalty owners in such 
pool, then such plan shall be adopted by the 
Division with respect to such pool: however, the 
Division, upon hearing and after notice, may 
subsequently modify any such plan to the extent 
necessary to prevent waste as prohibited by this 
Act. (Emphasis added). 

23. The Division's interpretation and application of § 70-2-17(E) under 

these facts is legally erroneous and inconsistent with the OCD's own definitions. Section 



70-2-17(E) does not apply to or govern Meridian's application. Instead, it applies to a 

pool-wide development plan, (i.e., a pool-wide plan for the spacing of wells). Section 70-

2-17(E) has no application to pooling agreements by interest owners in one proration unit 

which is only a part of an entire pool. 

24. The OCD defines pool as follows: 

POOL means any underground reservoir 
containing a common accumulation of crude 
petroleum oil or natural gas or both. Each zone 
of a general structure, which zone is completely 
separated from any other zone in the structure, 
is covered by the word "poor as used herein. 
"Pool" is synonymous with the "common source 
of supply" and with "common reservoir." 

"Pool" in this case does not refer to or mean a single proration unit producing from a 

pool. 

25. Section 70-2-17(E) applies to and authorizes the approval or 

modification of a pool plan such as is embodied in Order No. R-1670-T, which applies on 

a pool-wide basis to all proration units in the Mesaverde pool. The Division, under these 

facts, has no authority to apply Section 70-2-17E to a single proration unit in a pool. 

Application of the statute to a single proporation unit in order to negate or reform a 

private, valid and binding agreement between the interest owners in a single proration unit 

constitutes an action in excess of the Division's jurisdiction and authority. Continental Oil 

Co. v. Oil Conservation Commission. 70 N.M. 310, 373 P.2d 809 (1962). 

26. Order No. R-1670-T does not authorize the Division to modify an 

existing, valid operating agreement between private parties. That Order permits the 
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optional drilling of a second well on a 320-acre proration unit but does not require the 

immediate drilling of a second well. It does not even suggest that the drilling a second 

well is desirable. Order No. R-1670-T does nothing more than authorize interest owners 

to drill a second well on the proration unit jf they agree to do so under terms acceptable 

to the parties. 

2. The Order of February 22 Is Inconsistent with Established OCD 
Precedent and Gives Meridian Preferential Treatment. 

27. The Division's finding that it has authority to modify the existing 

pooling agreements between the interest owners of the E/2 of Section 23 is inconsistent 

with and contrary to prior Division orders issued in identical cases. A case directly on 

point is NMOCD Order No. R-8013 in Case No. 8606, the Application of Doyle Hartman 

for Simultaneous Dedication and Compulsory Pooling related to Hartman's proposed E.E. 

Jack Well No. 5, a Jalmat infill gas well, which application was filed and heard in 1995 at 

a time of very favorable gas pricing. A copy of the Division's Order is attached hereto as 

Exhibit F. In that case, Hartman sought compulsory pooling as to a 160-acre unit area 

which was already covered by a binding and existing operating agreement between the 

working interest owners. The Division denied the application for compulsory pooling as 

follows: 

Because of a lack of evidence to the contrary, 
it appears that the "Agreements" are current 
binding operating agreements for the subject 
proration unit, having provisions governing 
those issues to be addressed in compulsory 
pooling cases obviating the need for such a 
hearing in this case. 



28. The OCD issued a ruling contrary to that embodied in the February 

22 Order in Case No. 11294, involving an application by Santa Fe Energy Resources to 

force pool the interest of Phillips Petroleum Company. There, the Division dismissed the 

application based upon the objection of Phillips that the section at issue had already been 

voluntarily committed to a spacing unit and could not be made subject to a compulsory 

pooling case without violating NMSA 1978 § 70-2-17. A copy of the Order and Objection 

are attached as Exhibit G. 

29. The Division, in entering its finding that it has jurisdiction to consider 

Meridian's application, has exceeded the authority granted it under NMSA 1978 § 70-2-17, 

and has given Meridian preferential treatment inconsistent with and contrary to the 

treatment given other applicants by the Division on this same issue. 

30. Resolution of this issue in favor of Hartman and this application for 

de novo hearing will resolve the dispute between Hartman and Meridian, obviate the need 

for any future Division proceedings, prevent waste, and conserve valuable administrative 

resources. 

WHEREFORE Hartman respectfully requests that the Commission set this 

matter for de novo hearing, and withdraw that portion of the Order of the Division of 

February 22,1996 which finds that the Division has jurisdiction and authority to modify the 

Communitization Agreement and Operating Agreement pursuant to NMSA 1978 § 70-2-

17(E). The Commission should enter its Order holding that the Division (a) lacks 

jurisdiction and the authority under § 70-2-17(E) to modify a valid, binding agreement 
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between interest owners in a proration unit to voluntarily pool their interests, and (b) lacks 

jurisdiction or authority under § 70-2-17(E) to force pool Hartman's interest in the E/2 of 

Section 23 for the purpose of approving the No. 7A Well. Finally, Hartman requests that 

the Commission order that no further proceedings be held on any future application 

Meridian may file to force pool the interest owners of the E/2 of Section 23 as to the 

Mesaverde interval. 

Respectfully submitted, 

GALLEGOS LAW FIRM, P.C. 

MICHAEL J . CONDON 
460 St. Michael's Drive, Bldg. 300 
Santa Fe, New Mexico 87505 
(505) 983-6686 

Attorneys for Hartman 

CERTIFICATE OF SERVICE 

I hereby certify thatl have caused a true and correct copy of the foregoing 
to be hand-delivered on this I n k day of March, 1996 to the following: 

Tom Kellahin 
117 N. Guadalupe 
Santa Fe, NM 87501 

William F. Carr 
Post Office Box 2208 
Santa Fe, NM 87504-2208 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATfoiMi, R£S(53S3R<8E§DEPARTMENT 
OIL CONSERVATION DIVISION 

V/6LLEG0S LAW FIRM P.C. 
IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASENO. 11434 
ORDER NO. R-10545 

APPLICATION OF MERIDIAN OIL, INC. FOR COMPULSORY POOLING AND 
AN UNORTHODOX GAS WELL LOCATION, SAN JUAN COUNTY, NEW 
MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on January 11, 1996, at Santa Fe, 
New Mexico, before Exarniner Michael E. Stogner. 

NOW, on this 22nd day of February, 1996, the Division Director, having 
considered the record and the recommendations of the Examiner, and being fully advised 
in the premises, 

S THAT: 

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

(2) The applicant. Meridian Oil, Inc. ("Meridian"), seeks an order pooling all 
mineral interests in the Blanco-Mesaverde Pool underlying an existing 313.63-acre gas 
spacing and proration unit comprising Lots 1, 2, 7, 8, 9, 10, 15, and 16 (the E/2 
equivalent) of Section 23, Township 31 North, Range 9 West, NMPM, San Juan County, 
New Mexico, for the drilling and completion of its proposed Seymour Well No*. 7-A to 
be drilled at an unorthodox infill gas well location 1,615 feet from the South line and 
2,200 feet from the East line (Unit J) of said Section 23. 

(3) Said unit is currently dedicated to Meridian's Seymour Well No. 7 (API 
No. 30-045-10597), located at a standard gas well location 1,170 feet from the North line 
and 970 feet from the East line (Lot 1/Unit A) of said Section 23. 

EXHIBIT "A" 
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(4) By New Mexico Oil Conservation Commission ("Commission'') Order No. 
799, dated February 25, 1949, the Blanco-Mesaverde Pool was created, defined, and 320-
acre spacing was established therefor. By Order No. R-128-C, issued on December 16, 
1954 the Commission instituted gas prorationing in the Blanco-Mesaverde Pool to be made 
effective March 1, 1955. By Order No. R-1670-T, dated November 14, 1974, the rules 
governing the Blanco-Mesaverde Pool were amended to permit the optional "infill drilling" 
of an additional well on each 320-acre gas spacing and proration unit within the Blanco-
Mesaverde Pool. 

(5) Prior to the hearing Doyle Hartman and Margaret Hartman, doing business 
as Doyle Hartman, Oil Operator ("Hartman''), who own a 12.500% working interest in 
the subject acreage, filed a motion to dismiss this case. By letter dated January 8, 1996 
the Division denied Hartman's request and this matter remained on the Division's docket 
for the immediate hearing. 

(6) At the time of the hearing Hartman and Four Star Oil & Gas Company 
("Four Star") again requested that this matter be dismissed on the grounds that the subject 
acreage is currently subject to an Operating Agreement and a Communitization Agreement 
that have been in effect since 1953 and that Meridian failed to undertake reasonable efforts 
to obtain voluntary joinder of their respective interests in drilling the proposed infill well. 

(7) Meridian was allowed to present testimony on land and ownership matters 
in this case, which indicates that: 

(a) the E/2 equivalent of said Section 23 consists of two 
separate Federal oil and gas leases, each dated May 1,1948, 
with: 

(i) tract 1 comprising the NE/4 equivalent of said 
Section 23 issued to John C. Dawson; and, 

(ii) tract 2 comprising the SE/4 equivalent of said 
Section 23 issued to Claude A. Teel; 

(b) on March 30, 1953 a commuintization agreement was made 
for the E/2 equivalent of said Section 23 between Southern 
Union Gas Company, Meridian's predecessor in interest and 
as operator of the Seymour Well No. 7, and Skelly Oil 
Company, Four Star's predecessor in interest; 

(c) on April 10, 1953, the working interest owners in the E/2 
equivalent of said Section 23 entered into an operating 
agreement which: 
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(i) provided for the drilling of the.Seymour Well No. 7 
in Unit "A" of said Section 23; 

(ii) designated Southern Union Gas Company operator 
of the unit; 

(iii) governs operations in the Mesaverde formation in 
the E/2 equivalent of said Section 23; and, 

(iv) binds the successors and assigns of the original 
parties; and, 

(d) on November 10, 1953 Southern Union Gas Company 
spudded the Seymour Well No. 7 and completed it as a 
producing Mesaverde gas well to which the E/2 equivalent 
of said Section 23 was dedicated. 

(8) By letters dated January 27 and April 12, 1993 Meridian advised all 
working interest owners within this 320-acre unit that the 1953 Operating Agreement did 
not contain any subsequent well provisions and therefore proposed a new Joint Operating 
Agreement for the drilling of an "infuT Blanco-Mesaverde well in the SE/4 equivalent of 
said Section 23. 

(9) Meridian by letter dated October 31, 1995 renewed its request for a 
voluntary agreement of the working interests for the drilling of the proposed infill well. 
Eight days later by letter dated November 8, 1995 Meridian filed with the Division its 
application to force pool this acreage for the Seymour Well No. 7-A. 

(10) It is both Four Star's and Hartman's position that pursuant to Section 70-2-
17.C ofthe New Mexico Oil & Gas Act ofN.M.SA. 1978 the owners of Mesaverde rights 
in the E/2 equivalent of said Section 23 have a voluntary agreement in place and that the 
Division may not force pool this acreage. 

FINDING: Pursuant to Section 70-2-17.E. of said Act the Division may modify 
the 1953 Operating Agreement to the extent necessary to prevent waste. The Division 
therefore has jurisdiction over this matter. 

(11) Meridian, however, failed to make reasonable efforts to adequately obtain 
voluntary joinder of all working interests for further development of this acreage prior to 
filing its application, see Finding Paragraph (9), above; therefore, this case should be 
dismissed at this time. 
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TT TS THF.RF.FORF ORDERED THAT: 

Case No. 11434 is hereby dismissed. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION CONSERVATION D1YISI 

WILLIAM J./WEMAY 
Director (/ 

S E A L 
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1. The lands covered by this agreement (hereinafter referred, to ao "com-

wunitlsed urea") ere described as follova: 

nv-wrwhlp 31 Worth, Range Q Vest, H.M.P.H. 
Sani. jufft County, Hov t^xlco 

containing 320 acres, more or leas, 

and this agreement shall extend to aad include only the ifcgararfla 

formation underlying said lands and the dry gae and associated liquid hydro­

carbons (hereinafter referred to- as "coumunltiged tmhstances") producible from 

aueh, formation.. 

2. Attached hereto, aad made a pert of this agreement for all purposes, is 

Exhibit A designating the operator of the eonummitized area and shoving the. 

acreage^ percentage and ownership of oil end gaa interests in all lands vithin 

the conmunitized area, and the authorization, lf aay, for cccssuaitizing or pool­

ing say patented or fee lands vithin the communitized area. -

3. AlX matters of operation shall 'be governed hy the Operator tinder and 

pursuant to the terma and provisions of this agreement. A successor operator 

nay he designated by the owners of the working interest in the coaoamitizea area 

and. four (h) executed copies of a designation of successor operator shall he 

filed vith tha Oil and Gas Superrlsor. 

k. Operator shall furnish the Secretary of the Interior, cr his author­

ized representative, vith a log and history of any vail drilled on the comnun-

ltized area, monthly reports of operations, statements' of gas sales and royalties 

and. each other reports as are deemed, necessary to compote monthly the royalty 

due the United States, aa specified ln the applicable oil and gas operating 

regulations. Operator, in operations hereunder, shall not discriminate against 

any employee or applicant for employment because of race, creed, color or national 

origin and an identical proviaion ahall he Incorporated ln all subcontracts.. 

5. The comniunitized.area shall he developed and operated as an entirety 

vith the •understanding and agreement between the parties hereto that all 



cuuauualtlaed oubatancca produced, therefrou aboil be allocated, craong the lcaue-

holds comprieing said area In the proportion that the acreage intereat of each 

leasehold hears to the entire acreage Interest committed, to this agreement. 

6. The royalties payable on coojnunitized substances allocated, to the in­

dividual leases comprising the conmnmitlzed area and the rentals provided, for in 

said leases shall he determined and paid on tha basis prescribed ln each of the 

individual leases. Payment of rentals under the terms of leases subject to this 

agreement shall not he affected "by this agreement except as provided for under 

the terms and provisions of said leases or as may herein be otherwise provided. 

Except as herein modified and changed, the dil and gas leases subject to this 

agreement shall remain in full force and effect ae originally made and Issued. 

7« Ihere ahall he no obligation on the lessees to offset any dry gas veil 

or veils completed in the came formation as covered hy this agreement on separate 

component tracts into vhich the communitized area is nov or may hereafter he di­

vided, nor shall any lessee he required to measure separately conmunitized sub­

stances by reason of the diverse ownership thereof, but the lessees hereto shall 

not be released from, their Obligation to protect said comannlttzea area from 

drainage of communitized substances by a veil or veils vhich may be drilled 

offsetting said area. 
1 

8. The commencement, completion, continued operation or production of a 

veil or veils for communitized substances on the commnuitiaed area shall be con­

strued, and considered as the comaeneement, completion, continued operation, or 

production on each and. a l l of the lands vithin and comprising said communitized 

area, and operations or produotion pursuant to this agreement shall be deemed 

to be operations or production as to each lease committed hereto. 

- 9« Production of communitized substances and disposal thereof iflnQi be in 

conformity vith allocation, allotments and. quotas made or fixed by any duly 

authorized person or regulatory body under applicable Federal or State statutes. 

This agreement shall be subject to a l l applicable Federal and State lavs or 

executive orders, rules and regulations, and no party hereto shall suffer a 

forfeiture or be liable In damages for failure to'comply vith any of the pro­

visions of this agreement I f ouch compliance is prevented by, or If such failure 

resulta from, compliance vith. any such lavs, orders, rules or regulation*. 



i 

10. This agreement ehnlX be effective as of the date hereof, upon execution 

by the necessary partiee, notwithstanding the date of execution, and upon approval 

by the Secretary of the loterior, or his duly authorized representative, and shall 

remain in force and effect for a period of tvo (2) years and so long thereafter 

as communitized substances are produced from the communitized area in paying 

quantities} provided, that prior to production in paying quantities from the 

communitized area and upon fulfillment of all requirements of the Secretary of 

the Interior, or hie duly authorized representative, vith respect to any dry hole 

or abandoned veil, this agreement may be terminated at any time by mutual agree­

ment of the partiea hereto. "• 

11. It is agreed between the parties hereto that the Secretary of the 

Interior, or his duly authorized representative, shall have the right of super­

vision over all operations vithin the communitized area to the seme extent and 

degree aa provided, in the oil and gas leases under vhich the Doited States of 
a 

America Is lessor and ln the applicable oil and gas regulations of the Department 

of the Interior, 

12* The covenants herein shall be construed to be covenants running vith 

the land vith respect to the communitized interests of the partiea hereto and 

their successors In interest until this agreement terminates, and. any grant, 

transfer or conveyance of any such land or Interest subject hereto, vhether 

voluntary or not,. shaU be and. hereby Is conditioned \rpcn the assumption of all 

obligations hereunder by the grantee, transferree or other successor In interest, 

and aa to Federal land, •shall be subject to approval by the Secretary of the 

Interior. 

13. This agreement ahall he binding upon the parties hereto and pVn 

exteta. to and be binding upon their respective heirs, executors, adalnlatrators, 

successors and assigns. 

i t . This agreement may be executed in any number of counterparts, no 

one of vhich needs to be executed by all parties, or may be ratified or con­

sented to by separate Instrument, "in -writing, specifically referring hereto, 

and snail be binding upon all parties who have exeeuted such a counterpart, 



r a t i f i c a t i o n or ccnsent hereto v i t h the some force end effect as l f a l l partita 

had signed the name document. 

IH WITNESS WHEREOF, the parties hereto have executed thlB agreement aa of the 

day and year f i r f l t above v r i t t e n and have set opposite t h e i r respective' names the 

date of execution. 

ATTESTJ 

ATTEST: 

Secretary 

SOOTHERS UOTOH GAS COMPA 

ByJ 
President 

O P E H A T O R 

C. Savsoa 

Pawoni his v i fe 

Claude A. Teel 

M * M A"**- Teel, his v i f e . 

(ABV < ^ < I < " . ' { & A . I f l ' . * . . t , " ~ -
V President 

IgSSZES AKD WOTQ2?5'IHTEKEST OVHERS 

^ < * « / " g , HaAdaas « his Vlfe 

A. V. Sutter 

JsEutter, his v i f e 

< fi* fi. Ernes?' 

_Ernest, his v l fe 

ATTEST: ALBUQUERQUE ASSOCIATED OIL COMPANY 

By_ 

EATOTING OVmiDIHajlOTALrajmm'}. 
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before me 

STATE OF 

copwrr OF f-lafip'ts ^ 

On thlB 3 f t J * * * Y of V u r J e , 

persoually appeared JoUo C. Havgon and /osy//e Pavson, hla vlfa 

known to me to be the person(e) who executed the.above and foregoing in­

strument .and acknowledged to me that thsy executed the same as their _ 

free act and deed. 

Id VTJHESS VBEHEOF, I hare set my hand and seal of office on this 

3 ^ day of \/OAJ<1 

Ky Commission Expiree: 
i.a*rioiiY.j*. 

V I - I . T B.Lij* t. ^.0•- u.~\. rrr->~ T . . . . 

My CenrnliXon Expfcw Jun. t W5S 

Notary "Public iii and for 

/JtJrrU . county, 'Tex.&S 

STATE OF TEXAS 

Cuuirrf OF DAUA3 
ES 

On thia day of 

appeared ^ j f . 

j 19 • . before 

we appeared. Y. f i . /TJLSJJ/ , to me personally known, vho, 

being by me duly sworn, did aay that he is the Y*c9 President of 

SOUtDBRS WOPS OAS COWASX and that.the seal 

affixed to the foregoing Instrument la the corporate seal of said corporation 

and that said instrument vas signed and sealed in behalf of said corporation 

by authority of Its Board of Directors, and said I tf. / 4 s , ^ 

acknowledged said Instrument to be the free act ana^eed of said corporation. 

XH WTCTESS VHEREOF, I have set my hand and seal of office On this 7 

day of ^ g g ^ J / . 1 9 5 3 . 

My Commission Expiresj 

June 1, 1953 
ary 

County, Texas 



' ( •• ( 

STATE OF ' ) 
) SS 

couror OF ) 
Cm this day ca? , 19 5g , "before ne 

—• ^ 
personally appeared Clauda K* Teel and /^-^y / - ^ c Teal, hia vlfe , 

known to me to be the perBon(e) vho executed the.above and foregoing in­

strument and acknovledged to me that they executed the same as thair 

free act and deed. 
Uf WETNESS WHEREOF, I have set my hand and seel of office on this 
7 day of ^ 8 > u V , 19,53 

Ky Commission Expires: 
' J /9SZ 0^A^iCi£iCr County, SV+^L* 

8_A_8 OF {I'S'tV* .JLt**. * J 
SS 

CODOTI OF-

On t h i s / ? / c A . day of / V 7 / <•. , 1?53 . . before 
^ r y ? /J /7—/r '' 

appeared i'.f. j f ' , i yi„..X.'^ ', to me personally known, who, me 

being by ve duly evom, did say that he is Ôaŝ A> ,,- President ̂of 

ttSCCT Olfe COMM. and that, the seal 

affixed to the foregoing lnatrnment is the corporate seal of said corporation 

and that said instrument vas signed and sealed ln behalf of said corporation 

by authority of its Board of Directors, and s a i d , ^ \ . 

acknovledged said Instrument to be the free act and deed of said corporation. 

XH WTEHESS WHEREOF, I have set my hand and seal of office on this 

of ^^y-'f^t.-j ' , 19 53 . 

Hy Commission Expires: Hotary Public in and tor // 

KrinyMfeTaiuCCTHY.nH^. --____________. County, (k\^M^l.S<~.* 



f •• c 

TIE STATS OF HOT USXICO 

comm or BsmLTxio 

Co this _7th (Uy of >F?f. » WS3» 
before sw persooAiiy appaired~0«or£iA ifcAdaas/ to *» tocmn to be the 
person who executed the foregoing lnstruaeot in behalf of C. A. m&iznt, 
and acknowledged that she exoautsd the au» as a fro* act and deed of 
aaid 0. A« UCJLdaa*. 

JH WTMSSS tTHEREOTf I have hereunto oat ny hand *nd affixed sgr 
M«l oa this, the d*y and year first there written. 

. _r cecals sioa expire ti T 

THS 8XAT_ OF HOT JSXICO J 

corarr or BSRKALILLO ) • , 
Oa this 27th day of April • , l#3, 

before no personsjjy'ftppaarea Georgia wife of c. A. XSCAd__i, 
to M known to be the person described In and who exceuUd tba foregoing 
inotrntaent. and acknowledged to na that aha executed th* s*_s aa her £TM 
aot and deed. 

XH VXXKBSS W&mXJFt. X bare hero unto set ny hand and affixed «y seal 
on this, the day and year first above written* 

Hjr coaid salon expire BI , 
UrCCMSOWIMXxpto* s«t>~-Wt ar, i»e_ Koury rubiic An ana lor BarnalUlo 

County, K«w _oxioo. 

t 



STATE OF , ) 
~—~ ~ ~ ' ) SS 

coiwrr OF ) 
On this day of ^ , 19 53 , before me 

personally appeared C. A« KcAAam &&^.Fj&->/(o feAdass, hU Vlfa , 

known to me to be the person(s) vho executed tne above and foregoing in-

Btrument and acknowledged to me that they executed the same as their 

free act and deed* 

XH WITNESS WHEREOF, I have set my hand and 6eal of office on this 

day of , 19 53 

1 Notary Public in and for 

My Commission Expires: __________ County, _____ 

BTATE OF ) 
. ) SS 

COUOTT OF ) 

On this day of , 19 53 , "before ne 

personally appeared A* V* Butter and Ruttor, hta vifa 

knovn to ae to be the peraou(s) vho executed the ehave .and foregoing du­

et—__mt and acknowledged to me that they executed the same as ***** 

free act and deed. 

XH WTTR2SS WHEREOF, X have Bet my hand and seal of office on this ' 

day of , 1? 5 3 . 

My Commiesion Expires: 

Notary Public ln ana for 

County, 
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STATE OF 

COU1OT OF 
ES 

Oa this flay of 

personally appeared fl. _» BrngBt and 

, 19 53 1 before ne 

grnasti his vife , 
known to ne to be the person(s) vbo executed the. above and foregoing In­

strument and acknowledged to me that thay exeeuted the same as thotr 

free act and deed. 

IU WITNESS WHEREOF, I have set my hand and seal of office on thla 

day of , 19 53 . 

Ky Ckjmmisslon"Expires: Notary Public la and for 

. County, 

STATE OF "TlUQ 77yJLil~y*, 
SS 

On this _> 9 ~ r day of 

me appeared 

, 19 53 • , before 

_, to me personally known, vho, 

President of 

and that the seal 

being by ne duly nvom, did say that he ia the 

AiaaqasnQUs Asaofovteo on. COI-AHI 

affixed to the foregoing Instrument is the corporate seal cf said corporation 

and that said lnstrcment vas signed and sealed in behalf of said corporation 

by authority of Its Board of Directors, and said J ^ U A ^ J L C ^ 

acknowledged sold Instrument to be the free act and deed of said corporation. 

UT WITNESS WHEREOF, I have set my hand and seal of office on thia 2 * 

d u ^ i O 19 53 . day of 

Ky Commission Expires: Notary Public in and for 

/LUA-^JLJUL County, /Lu<J 7>ULfU*^ 
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; • .. r • • j_thibit A tp Communitixation Agreement 

• dated. Kerch' 30, 1953,'embracing: of Section 23, 
' : - • : ' Tovnship 31 Worth, Range 9 West, N.M.P.M., San Juan County,_Nqv Mexico 

Operator of Communitized Area: Southern Daica Gas Company. 

DESJ^OTIOS 9FJMBSS C0_v_STE_ 

Tract Bo. 1 

lessor: United States of America 

lessee of Record: John C. Davson 

Serial Ho. of Lease: Santa £e 078505 
s 

Date of Lease: May 1, 19W 

Description of lands Committed:, Township 31 Korth, Range 9 West, H.M.P.M. 
Section 23: HSJ-

Numher of Acres: l6o 

Working Interest and Percentage: John C. Dawson i/> 

0.R.R.I, aod Percentage: 0, A. McAdams 3A cf l£ 
A. W. Butter l/k of Vf> 
R. E . Ernest 1/fc of 1J& 

. AlbuquerQue Associated Oil Co. 1 - %/k j» 

Tract No. g 

Leasor: United States' of America 

Lessee of Becord: Claude A. Teel 

Serial Ho. of Lease: SM-03601 

Date of Lease: May 1, 19A8 

Description of lands Committeds Township 31 North, Range ? West, N.M.P.M. 
Section _3: SEJ-

Number of Acres: I60 

Working Interest and Percentage: Skelly Oil Company 8l_- J& 

0-R.R.I, and Percentage: Claude A. Teel 1 £ 
(This interest Is subject to CFR 192.83) 

Albuquerque Associated 011 Co. 5 56 

Recapitulation 

No. of Acres Percentage of _atere*t 
Tract Number Committed r In COMmunltl-ed Area 

1 160 5055 
1 C " sn< 
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OPBRAT_K tsssmessz 

5-33 A£B_EX_T, and __tar*4 lxto ca t i l* lota lay taV^Ajrii^Y,-- ' • 
-v'-Lu^ ' 

19 s? , by and. b-twon RQ~~~r BJIOJC OAS CCKPAIZ, a Pal——ra 'eliyurtXiaa:''' ^ . . 

suthort-ei to da buiil&es* la tba stata of X—r Kaxteoj a— ICT—ag lt».yrincip*l 

office la, Palls i , zaxaa (baralaaftsr c_U4 "Bonth-ra TJaion* or "Opwr-tar"), and 

_ emxt on. COMPAKY , . 

i 

CO 

m 
a as 

— i 

(hereinafter celled "Saa-oper-tcr*, Thetier one or -ore), 
o — i o 

r-< 
—3 
Z3 —I 

o 
» I I I I S S I T H T i l l 1 r> 1—* 

ro 
_ CO 
. CO 

VBE5EAS, wader data of H-rch 30. 1953 * * eertala cc_i»altlr»-

tion, (or poollac) *-re«_at vas *-da and eatarsd Into proriltng for the cc—sso-

itttatlea, poollac ~ conaollAstlos cf certain e l l and. gas leases therein 
i 

described so as to font a Aril ling uait (hereinafter referred to as "unit"), 
.• ~: . • v ' '•• es-raclnc the following described land in San Juan County, 

Se* Kexteo: 

Tovashlu Bl Kcrth. Range 9 Vest. K.H.P.H. 

Section 23: «i 

to vhich agreeaest reference is here nade for a l l purposes; aad 

VHKBBAS, the parties hereto desire tc provide for the econoBleal and joint 

operation ef said unit for the jareductloa ef gas and asioclated liquid hydro-

caftcnaa producible froa itega-rd^-fo^ion 

subject ta and la aecordaaee vith the tens and provisions of thla agreement: 

XOV, THEREFORE, In cccslderatjjaa of the prealses and of the mutual eovaaanta 

and premises herein eoatalaed, the parties hereto agree as follows» 

I . 

OPgRAgOR 

Section 1. Southern (Talon C« Company t 8 _e r e ^ ae.^nated a. Operator of 

EXHIBIT "C" 



( c 
the abovs describe- unit and, subject to the terms aad conditio— of this agree­

s—at, ahall hare full control of and shall conduct and menace ell operations —. 

•aid unit for the Joint account of the parties hereto, southern Onion oar re* 

sign aa Operator at any tin* by giving notice to each Han-operator In writing 

sixty (6b) days In advance of the effective date of such resignation sad, in 

sueh evert, the verting Interest owners of said unit ahall immediately select a 

successor. 

Section 2. In the event Southern Hale- -hall sell or otherwise dispose cf 

all of its Interest ln said uait, the right of operation herein conferred shall 

not ran with the transfer or assignment of such interest or inure to the benefit 

of Southern Onion's assignee, but Nan-operator and Southern Union's assignee 

shall immediate!- select a nev Operator. 

Section 3* The number of eaployeet, the seleetlor. of such employees, the 

hoars of labor and the compensation for services to be paid any and all employees, 

ir. connection vith operations hereunder, shall be determined by Operator. All 

employees and c contractor* used in operations hereunder shall be employees" and 

contractors of Operator and shall nerer be considered the employees or con­

tractors of BcBMperator. 

It la agreed that for purposes of this agreement the Interest of each party 

hereto Is said unit Is as follows: 

I I . 

FgRCEBTAG- OF TJEgHSST 

SAME IHEHEST 

SOUDHERS UNION GAS COMPAHX 50* 

SKELLY OIL CQKFABY 50* 



H I . 

tarcxiio QPERATIOHS 

Section 1. Subject to a l l other applies—* ju-orlaioaa of thl« ««r»«a__t, 

Operator, oa or before sixty (€0) days, from approval of the above described 

ccamm-itl-atlon ax-cement by tbg ttnlted State* Geological Survey 

ahall eceneace, or causa to be cco_s_ced, operations for the aril ling ef a te l l 

for tha joint account ef tha parties hereto, at tha following locations 

Township 31 Forth, Rang* 9 West, H.M.P.M. 

Section 23: IB£—J-

and eanse said vei l to be diligently drilled without unnecessary delay and la 

a good vorzasnllhe nanuer to- a sufficient depth to test the vu<«^»-<. 

formation, unless the parties hereto act-ally agree to discontinue drilling op­

eratic—• at a lesser depth. Zt is understood and agreed that the cos_nc*_eat 

date for said ve i l shall be extended for a reasonable period vhea necessary to 

perfect title to the lands eusssitted to the unit'. 

Ce*%tea»C»—Vjtm rnt_irre1i ef fljnriiiirj rnrh TTnn nrnmlmr ihrtll furaisb tmA 
i 

s i l v e r to •Operator its erepertleaate-share •of-easing and ether ty_ipaettt, 

Iriiiiat-tx&im&tmitnMllT fur—shed by-e-drtlltag coatrootorj which w13- ee m> 

fs<eel ee ieajta»« aad of.eef. e>U we H i 

Becti— J . Trior to co-s_cement of drilling operational as prorided la 

Section 1 hereof, Operator ahall furnish each .—•operator aa estimate ef the -

costs expected to be- incurred la drilling and equipping said vei l . 

Seetion V. Al l costs and expenses incurred in eoaaeetion vith the drilling, 

completing, testing, •snipping, and l f a dry hole, the plugging and abandoning, 

of aaid veil aha— be her— by the parties hereto la tbe proportions set eat 

under Artie— tt hereof. 

ZT. 

1033 OR TAIlDRg Of TP— 

In the event ef the loes or failure ef tbe tit le, ln wools or in part, of 



any party hereto to any lease, or to any Intereat therein, the intereat or aueh 

party In and to the production obtained from the unit •hall be reduced in pro­

portion to aueh lose or failure of title aa of the data such loss or failure of 

title is finally determined; prorided, that such revision of ownership Interest 

•ball not be retroactive as ta operating costs and expenses incurred or as to 

revenues or production obtained prior to such date; and prorided, further, that 

each party hereto whose title has bees lost or has failed, aa aforesaid, ahall 

indemnify and hold the ether parties hereto harmless from and against any and 

all loss, colt, damage and expense which may result fron, or arise because ef, 

the^delivery to such party of production obtained hereunder or the payment of 

proceeds derived from the sale of aay sueh production, prior to the date loss or 

failure of title le finally determined. 

V. 

TERM OF AGREEKDfT 

This agretnsnt (hall remain ln full force end effect, onles«_sooner termin-^ 

ated by the mutual agreement of the parties hereto, as long as the coearinltisation 

(or pooling) agreement hereinabove described •hall remain ia force and effect. 

VI. 

C03TS AHD ETFZSSBS 

Seetion 1. Unless Operator elects to require Ion-operator to advance ita 

•hare ef the easts and expanses, at hereinafter prorided, Operator •hall «M*1a,1y 

advance and pay al l eorts aad expense i for the drill lag of the well prorided for' 

under Article I C hereof as well aa operation expenses of said unit aad ahall 

charge each fon-operator with ita pro rata part thereof oa the basis of Its pro­

portionate Intereat In the unit as set out under Article ZZ hereof. 

Seetion fi. All aueh costs, expenses, credit* aad related matters, and the 

method of handling the accounting with respect thereto, shall be la accordance 

with tha provisions of the Accounting Procedure, attached hereto as Exhibit "A" 

•ad aado a part hereof for al l purposes. 

Seetion 3* Zn the event that Operator electa to require aay foa-operator 



to advance i t s proportionate «hare of the above mentioned co.t. . ^ e i ^ - ' " " . 

Operator submit aa itemited estimate of such, cowts and expense* for tba 

succeeding calendar month to such Ron-operator, shoving therein the proportionate 

part of the estimated costs and expenses chargeable to sueh Non-operator. Vithin 

fifteen ( l j ) days after receipt of «ald estimate, such Son-operator shall pay 

to tbe Operator its proportionate share of the estimated costs and expenses. I f 

payment of the estimated costs and expenses Is not made when due, the unpaid 

balance thereof shall bear interest at the rate of six per cent (6£) per annua 

from the due date until paid. Adjustments between estimated and actual costs 

and expenses be made by Operator at the dose of each calendar month and 

the account of the respective parties adjusted accordingly. 

Seetion It. Operator shall make no single expenditure ln excess of One 

thousand Dollars ($1,000.00) without f irst obtaining the consent thereto of each 

Non-operator. She approval of the drilling of the veil prorided for hereinabove, 

hoverer, shall include a l l expenditures for the drilling, completing, testing 

and equipping of such veil, Including the necessary lines and separators. 

TO. 

DISPOSAL OT PROPUCTIOK 

Each Ion-operator shall own its proportionate share of a l l gas, casinghead 

gas and other hydrocarbon sub stances produced and saved from the unit, end ahall 

be entitled to tate a l l or any part thereof ln kind, but l f any Son-operator 

takes a l l or any part of Its proportionate part of aueh production ln kind, I t 

shall bear aay extra expense Incurred by Operator la making such delivery In 

kind, ln ease of sales of production, each Bon-operator ahall collect direct 

from the purchaser or purchasers of such production for its proportionate part 

thereof. 

Tm. 

IKSOTAKCB 

Seetion 1. Operator, or Operator's contractors or subcontractors, shall 

carry for the benefit of the Joint account insurance to cover drilling operations 



on th* uait ct follovsi 

VorJemen'e 
Compensation 

POLK* FOEM 

Statutory 

KCTIHUH LIMITS CF LIABXLIK 

Statutory 

Contractor's CompreheusiTe (including coverage B . I . 
Public Liability under a l l sections of. policy) 

PJO. 

$ 50,000 each person 
) 100,000 each accident 
11100,000 aggregate 

.< 10,000 each accident 
>[k 50,000 Aggregate 

Kotor Vehicle Ccenjreheasiv* (including non-
ovnerebip Liability and hired 
automobile coverage) 

B.I. U $0,000 each person 
(±100,000 each accident 

T.D. (f 10,000 each accident 

Section 2. Vith respect to producing operations conducted hereunder on the 

unit by the Operator for the Joint account of the parties hereto, Operator fhtll 

maintain In effect at all times vhile operations are so conducted hereunder the 

folloYing insurance coverage: 

CT3D 

Vorkmen's 
Compensation 

Contractor's 
Public Liability 

Motor Vehicle 

POLlCr FORM 

Statutory 

KUnMOK LIMITS OF LIABILUT 

Statutory 

Comprehensive (including coverage B.I. 
under ell sections of policy) 

P.IJ. 

1100,000 each person 
• 1300,000 each accident 
< ;300,000 aggregate 
: 1100,000 each accident 
,4100,000 aggregate 

Comprehensive (including non-
ownership UabUtty and hired 
automobile coverage) 

B . I . (il00,000 each person 
{£300,000 each accident 

F.D. (S 10,000 each accident 

Operator wi l l , upon request, furnish to Son-operator certificate(s) evidencing 

such Insurance. 

IX. 

ABAHDOSHSKT OF WELL 

So veil on the unit vhich is capable of producing gas end/or condensate 

from the formations covered by tola agreeaent shall be abandoned without the 

mutua'1 consent of the parties hereto. If any of the parties desire to abandon 

such veil, such party or parties shall so notify the other party cr parties ln 

writing and the latter shall have ten (10) days after receipt of such notice 

ln vhich to elect whether to agree to such abandonment. If all parties hereto 

agree to such abandonment, such veil shall be abandoned and plugged by Operator 

at the expense of the joint account, and as much as possible of the casing and 



c\ 0 } " ' 
otbar physical equipment la and on aaid veil ahall ba salvaged for the benefit 

of the Joint account. If any party or partiea do not agre« to said •fcaadonmeut, 

such party or parties tW* purchase the lntarsst(s) cf the party or parties de­

siring to abandon eald veil In the physical equipment therein and tbareonj end, 

vithin twenty-five (25) days after the receipt of notice by the party or partlee 

act electing to abandon, the party or partlee desiring to abandon shall execute 

and deliver to the other party or parties an assignment, without warranty of 

t i t le , of Its or their Interest in said veil and physical equipment, and ln the 

vorhlng Interest and gas leasehold estate. Insofar as I t covers the formatioa(s) 

covered by this agreement, ln said unit. In exchange for aaid assignment, the 

purchasing party or parties shall pay to the assigning party or parties the sal* 

wage value ef tbe latter* s Interest in the salvable casing and other physical 

equipment in and on said well, such value to be determined ln accordance with 

the provisions of the Accounting Procedure, attached hereto as Exhibit "A". 

TAXES 

Ihe Operator shall render, for ad valorem tax purposes, the entire lease­

hold rights and Interests covered by this agreement and all physical property 

located thereon or used in connection therewith, or such pert thereof as say he 

subject to sd valorem taxation under existing laws of tbe State ef Sew Mexico, 

or which may he mads subject to taxation wader future laws, sad shall pay for 

the benefit ef the joint 'acoount all such ad valorem taxes at the time and ln 

the manner required by lav which, may he assessed upon or against all or aay 

portion of sueh leasehold rights and Interests and the physical property located 

thereon or used in connection, therewith. Operator ahall h i l l each Jron-operator 

for Its proportionate share of such tax payments provided by the Accounting 

Prec :ure, attached hereto as Exhibit "A". 

XI. 

QPTloy TO PURCHASE 

Section 1. In the event that aay party hereto receives a bona fide offer 



Vhich It 1* villing to eaeept for the purchase of Its interest ta the unit, or 

any part thereof, frost a person, firm or corporation ready, able and yilllng to 

purchase such Interest or part thereof, the party hereto receiving sueh offer 

fh«Ti tsaeaiataly give written notice thereof to each of the other parties here­

to, including ln sueh notice the name aad address of such offeror, the price 

offered and all other pertinent terms aad conditions of the offer. She other 

parties hereto, for a period of seven (7) days after the receipt of the notloe, 

shall hare the prior end preferred right and option to purchase the lease or 

leases, or part thereof, covered hy the offer, at the price sad according to 

the terms and conditions specified therein. 

Section 2. If the other parties hereto fall to exercise their right and 

option hy giving written notice of acceptance vlthia seven (7) days after re­

ceipt of the above mentioned notice, the party vhich received the offer shall 

accept It and complete the sale to tha offeror in accordance vith Its offer 

vithin sixty (6b) days after the expiration of said seven (7) day period; 

provided, that If tbe party vhich received the offer falls to accept it or to 

eomplete the sale vithin said period of sixty (6b) days, the preferred right 

and option of the other parties hereto under this Article X3 shall be con­

sidered as revived, and the party vhich received tbe offer shall not eomplete 

such sale to the offeror unless and until the offer again has been presented 

to the other parties hereto, as hereinabove provided, aad the other parties 

again have failed to elect to purchase oa the terms and conditions of the 

offer. All offers, except as hereinafter specifically excepted, at any time 

made to any party hereto for the purchase cf its Interest la the pooled unit, 

or a part thereof, shall be subject te all the terms sad conditions of this 

Article rr. 

Section 3. It is expreB sly agreed that the foregoing provisions of this 

Article XI shall not apply to a transfer by a corporate party hereto made in' 

connection vith a merger, consolidation or reorganisation involving such party 

and its parent subsidiary or an affiliated company, nor the transfer by any 

party to a wholly owned subsidiary or to any other parson; firm or corporation 

bavins an Identity of Interest or an option agreement covering aay of tho land 



and l tuet subject to thla agreeaent. 

XTX, 

HSLATIOH OF PARTIES 

The rights, duties, obligations and llabilitiss of tha parties hereto shall 

be several and not Joint or eoUeetlTe, It being the express purpose end Inten­

tion of the parties hereto that their ownership in said unit shall be as tenants 

in ocsnon; and nothing herein contained shall ever be construed as creating a 

partnership of any rind, Joint venture, an aaaociatlon or a trust or as imposing 

upon, any one or stare ef the parties hereto say partnership duty, obligation or 

liability* Each party hereto ahall be iadlviduallyresponsihle only for Its 

obligations, as set out in this agreement. 

xnx. 
ACCESS TO F5BMISSS. LOOS AKD BEPOHES 

Operator ahall keep accurate logs of the well drilled oa aaid unit, which 

logs shall be available at all reaeonable times for Inspection by say Ben-

operator. Upon request by any Hco-operatcr, Operator ahall furnish to such 

Hon̂ operatoT a copy of aaid logs, simples of cores and cuttings of formations 

encountered, and monthly progress reports relative to the development and oper­

ation ef said unit, together with any other information which may be reasonably 

requested pertaining to each well. Each Boa-operator shall have access -to said 

unit and to al l books and records pertaining to operations hereunder for tbe 

purpose of Inspection at all reasonable tinea. 

UT. 

SUHKKggRi ZSPIBATIOTj ABAOTOKHZOT OR KELEASB CP LEASE 

Jto lease or leaaea subject to this agreement shall be surrendered, 1st to 

expire, abandoned or released, ln whole er ln part,, unless the parties matually 

eons eat thereto la writing. In the event that less than a l l the parties hereto 

should' elect to surrender, let expire, abandon or release a l l or say part of a 

lease or leases subject- to this agreement aad the other party or parties do not 

consent or agree, the party eo electing shall notify the other party or parties 

not less than sixty (60) days in advance of such surrender, expiration, abandon-



Boot or rol**.** and, IX requattci so to «lo ujf t^-'-f J «-.<JWi.̂ ,# 

lately t ^ n assign without warranty to tha lattar party or parties a l l of Ita 

rights, title aad latereet la aad to aaid lease or laaaao, the wall or well* 

located thereon, and the eating and other physical eauipment in or on said well 

or veil*. If the party or partlee not so electing fail(a) to request aueh assign-

neat vithin such sixty (6o) day period, the party so electing shall hare the 

right to surrender, let expire, abandon or release said lease or leases, or any 

pert thereof. In the event such aasl&meat Is so recueatsd, the party or partial 

to whon sueh assignment Is made, upon the delivery thereof, shall pay to the 

assigning party the salvage value of Its Interest In all the solvable casing 

and other physical eauipment ln or on the unit, said value to be determined In 

accordance with the provisions of the Accounting Procedure, attached hereto aa 

Exhibit "A". After the delivery of any such assignment, the party making the 

assignment shall be released from aad discharged of all the duties and obliga­

tions thereafter accruing or arising hereunder. In oonuaction vith the operation 

end development of the unit, vith respect to the esslgnad Isaac or laaaae. 

XT. 

LAWS AHD REGULATIONS 

this agreement shall be subject to all valid and applicable state and 

Federal lava, rules, regulations and orders, and the operations conducted here­

under shall be performed In aoeordance vith said lavs, rules, regulations and 

orders. In the event this agreement cr any provision hereof Is, or the opera­

tions contemplated hereby are found to be, inconsistent with or contrary to aay 

such law, rule, regulation or order, the latter shall be deemed to control and 

this agreement ahall be regarded as modified accordingly, and as so modified, 

shall continue la full force and effect. 

m. 
rOSSE MAJEOKE 

Section 1. In the event that any party hereto Is rendered unable, Wholly 

or ln p«rt, by force majeure to carry out Its obligation* under this agreeaent, 

ethar than the obligation to sake payments cf amounts due hereunder, upon such 

-10-



party'* giving notice and. reasonably fa l l particulars of such, foroa u j i w * la 

•writing or by telegraph, to the oth«r parties hereto within a reaaonahle tine 

aftar tha oocurrence of the c a w r«li*d upon, the obligations cf the party 

glriag aald notice, ao far ae they are effected hy euch force majeure, ahall he 

suspended fluring the eoatlnuancc of any laahillty ao caused, hut for no longer 

periods and the cause of the force majeure as far ss possible shall he remedied 

-with a l l reaaonahle dispatch, 

Seetion 2. The term "force majeure" as employed berela •hall aeaa sa act 

of 0od, striae, lockout or other Indus-trial disturbance, act of the public enemy, 

war, blockade, riot, lightning, f ire, storm, flood, explosion, governmental re­

straint aad aay other cause, whether of the kind herein enumerated or otherwise, 

mot reasonably within the control of the party rl lining suspension. 

Section 3. The settlement cf strikes, lockouts end other labor difficulty 

tv«Ti be entirely within the discretion of the party hawing the difficulty. The 

above requirement that aay force majeure shall be remedied with a l l reasoaable 

dispatch shsll not require the settlement ef strikes, lockouts or other labor 

difficulty by acceding to the demands of opponents therein whan such course i s 

Inadvisable l a the discretion of the party havlag the difficulty. 

Except as herein otherwise expressly provided, a l l notices, reports and 

other ecssanaleatloaB required or permitted hereunder ahall he deemed to have 

been properly given or delivered when delivered personally er when sent by 

I T H . 

KCT3CES 

registered mall or telegraph, with a l l postage or charges fully prepaid, aad 

addressed to the parties hereto, respectively, as follows 1 

So Son-operator1 Skelly Oil Company 
»oa keOl, sir.ion Jl 
*11i!t

,l'i?tH>w»j "SMB.*** 

-11-



To Operator! Southern talon Ck* Co*p*ay 
I U * Burt Bir.il/llBg 
» t l l u 1, h s u 

Tbo date cf service by "eil «hall be ti* date oa rfcleh «ueh written notie* cr 

other eoe*uinie*tioa la dapo«it*d la the United SUtei pott office, addressed as 

above prorided. Xach party hereto aheil bare the right to change ltt address 

for ai l purpose* of this Article XYTI by notifying the other parties hereto 

thereof in writing. 

zmz. 
BOYAIflT. OVBRRTPUP JROTALTOS. HWOTCTIOH PATJCHTS, gPC. 

Seetion 1. The prorlslons of thla agreement are based on the Msuaptlon 

that the respective leases er operating rights owned by the partiea hereto aad 

Bade subject hereto provide for a royalty ef l/6th ef the value of gaa aad 

associated liquid hydrocarbons produced, saved aad sold. Ia the event aay lease 

er leaaea subject hereto provide for a royalty ea aueh products in excess -of the 

current market value at the wall ef l/8tb of that produced, saved sad sold, there 

•ball be charged against the Interest of the party owning aueh lease, leases or 

operating rights, tha satouut of sueh royalties la exeats of the said l/Sth. The 

amount ef coat sad expense allocable to the leasehold Interests hereunder shall 

not be affected by aay such charge or by the existence of say such excess royalty. 

Section S. AU overriding rcyaltiet, production payments, carried working 

interests aad ast profit obligations to which aay party* a interest la tbe unit 
r 

Is subject ahall be borne sad paid by sueh party la accordance with the provisions 

of tbe assignment or other lastrumeat creating; or pertaining to such obligatlou(»). 

ZTX, 

CTTECT QF ASKZEHgHT 

The terms, eoreaaata aad conditions of this agreemeat shall he blading upon 

aad ahall inure to the benefit ef the parties hereto aad their respective eueeest-

era aad assigns; sad said terms, covenants sad conditions shall be cevwueats 

running with the lead aad leasehold estates core red hereby aad with each trans­

fer or assignment of said land or leasehold estate*. 

-1£-



a . 
OPERATOR'S LIEN 

Operator snail have an express contract lien, which ia hereby granted, upon 

the interest of each Non-operator in said unit, in the oil, gaa or other **™n1s 

produced from such unit and in the materials and eouipaent located thereon, to 

secure the payment by each Kon-operator of its proportionate part of the easts 

end expenses incurred or paid by Operator hereundar, and interest, lf any, accrued 

co such part* Sunh lien may be enforced and foreclosed as any other contract 

Hen. Here over, Operator may to the full extent of any Indebtedness owed by it 

to any such Bon-operator, offset such debt against suns owing to Operator here* 

under by sueh Son-operator. 

IK VXZKESS WHEREOF, the partlee hereto have exeeuted thla agreement aa of 

the day and year first above written. 

SOCISZH? union GAS COMPACT 

HOH-OPSRATOB 



STATE or ^ J t t / r , <ts • } S 3 

COUOTT or c / r ) 

Oa this / ^ ^ aay cf Q ^ \ / . * > ^ 2 J * e f ° " M 

appeared fl, < ^ / ^ L j / .. *° » personally knovn, vho, 

being by na duly tvcm did **y that he i* the t/^-cj. President of 

the foregoing lastrumeot le the corporate aeal of aaid corporation and that 

aaid Instrument vas signed and sealed in behalf of said corporation by 

authority of ita Board of Bireetora, and aaid 0 

acknowledged aaid instrument to be th* free aet̂ and deed of aaid corporation. 

IX VXZXSSS VSKKEOT, I hare set ay hahd'snd'seel of office on thia 

vwi intaiz 

flSATfi 
~ „ SS 

COUBTT 07 
*p day of ^ ^ ^ - ^ ISlf ;? , before ne appeared 

j c^***^*^. ^ t to t*/p*r«oually known, who, being by me duly 

sworn, did say that he is tao /^?^- President of g ^ e ^ _ y ^ ^ < 

/ ^ L l / ^ ^ . jf t t fr-r ***• t h a t t h e > e < a ***lxed to the foregoing instru­

ment 1* ^a^erporate^sesl of said eorpcratlon and that said Instrument vas 

elgned sad sealed la behalf of said eorporatlea by authority of It* Board of 

jjixeotor*, aad a a l t t ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ acknowledged aaid ia-

atruaent to he the free act aad deed of aaid corporation. 

15 V?XK£S5 VEEREOP, X hare set my hand and acel'of office on tula^^e^-

, X Countr. 

i4 < ^ ^ ^ C B E 
• lfisil<i lise»e«ffl 1 » <=?*=*• 
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EXHIBIT -A ~ 

Attached to and made a p«rt of Operating A m « a t r t between Strpron 
linwry enrporatilon aad Korthvcrt Pipeline Cortxarattion AataA 
*ar±1 10. l c m . covering tha T/S of Section 23. T-31-H. R-9-W. 
M.H.P.M.. Sun Jwtn County. X*v Hexleo 

ACCOUNTING PROCEDURE 
JOINT OPERATIONS 

L GEHCSAL PSOVISIOMS 
I OaOaftfaet 

"Mat Property" thai] mean the teal and personal uiupert) subject to tha egr cement ta which tbii Accounting 
Procedure is attached. 
"Joint Operations" then mean aH operations necessary er proper tar the development, operation, protection and 
main teniae* of the Joint Property. 
"Joist Account" (hall mean tha account shewing th* charge* paid aad credits received in the conduct of tbe Joist 
Operations and which ate ta be shared by the Parties. 
•"Operator" shall mean the party designated to eoaduet th* Joint Operations. 
"Non-Operators" shaU mean tha parties to this agreement other than the Operator. 
"Parriet" thiQ mesa Operator and Non-Operator*. 
"Tim Level Supervisor!'' stun sunn those employees whose prinarr function ia Joint Operations ts the direct 
supervision of other employee* and/or contract labor dlreeur employed oa th* Joint Property ia a field opcrtt-
iac capacity. 
Technic*! Emptor***" shall mean those employees having; apodal and specific engineering, geological or ether 
prefeasional skills, aad who** primary function in Joint Operations is the liaadUnc et specific operating eeadU 
tioos and problems for th* benefit of the Joint Property. 

• "Personal txpenses" shall nuen travel and ether reasonable reimbursable expenses ef Opera tor's emptor***, 
"listeria!" shall mean personal property, equipment or suppUct acquired er held for us* on th* Joint Property. 
"Controllable Materiel" shall races Material which atthe time If to ctssjtfled is the Materia] Oasttaeatiofl Manual 
at most recently recommended by the Council ot Petroleum Accountants Societies of North America. 

Z. Statement aad BltAsss 
Operator shaU bill Non-Operators on er before the last day of *aeh month for their proportioaat* share of th* 
Joint Account for the precedinc month. Such huit will be sccompanled fay statement* which identify the author, 
try for expenditure, leas* or tseuity, and all charges and credits, summarized by appropriate classifications of tn-
varancat and capes** except that Items of ContraUaU* Material aad unusual ehartes aad credits shsll he sep­
arately identified and fully described in detail. 

X. Aaveaees and Payments by K*«-0»er*Urs 
Unlet* otherwise provided for la the agreement, the Operator Buy require th* Non-Operators to advance their 
share; of estimated cash outlay lor the succeeding month's operation. Operator shall adjust each monthly baling 
ta reflect advanoss received from the Non-Operators. 
Xech Noa-Operauw shah pay tt* proportion of all bub within fifteen (IS) days after receipt, if payment it set 
mad* within such time, the unpaid balance shall pear interest monthly st the rata of twelve percent 111%) per 
annum er th* maximum contract nt* permitted by th* applicable usury law* in the SUM In which th* Joint 
Property is located, Whichever Is th* tester, plus attorney's fees, court costs, aad other cons » connection with 
th* eollecuan ef unpaid amounts. 

4. Adjustments 
Ferment ef any such MUi shall not prejudice th* right of any Non-Operator ta protest or question th* correct­
ness thereof: provided, however, all bills aad statements rendered to Non-Operators by Operator daring any 
calendar rear shall conclusively be presumed to be true and correct after twenty-four (14) months following 
th* and of any sueh calendar year, unless within the said twenty-four (24) month period a Non-Operator takes 
written exception thereto and makes claim oa Operator for edjusuuent. No adjustment favorable w Operator shall 
ba made unless it Is made within the same prescribed period The provisions of this paragraph shsll not prevent 
adjustments resulting from a physical inventory of Controllable Material as provided for In Section V. 

S Asdltt 
A. Non-Operator, upon notice In wtiung to Operator and til ether Nan-Operators, shall have th* right to audit Op*, 
rater's accounts and records relatlat to the Joint Account for any calendar year within th* twenty-four (14) month 
period following th* end of such calendar year: provided, however, th* making of an audit (bail not extend tba 
tunc tor the taking of written exception to and the adjustments ef iceounts as provided for in Paragraph 4 ef this 
Sectioa I. Where there are two or more Non-Optraten, the Nen-Opersters shsll make every reasonable effort to 

' conduct Joint or simultaneous audits In a manner which will result in * minimum of Inconvenience to the Opera, 
tar. Opersujr shall bear no portion oi tht Non-Operators' audit cast Incurred under this paragraph unless agreed 
to by the Operator. 

t. Approval by Nen«Operaters 
Where an approval er other agreement ot the Parties er Non-Operators is expressly required under other sec­
tions of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains 
no contrary provisions in regard thereto. O para tar shsll notify all Non-Operators o( the Operator's proposal, and 
the agreement er approve! of a majority in interest ef the Non-Operators shall be controlling on all Nan-Optra-
tots. 

— X — 
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JL DOXCI CHAXCtS 
Operator ahall charge tba Joint Account with tht following item*:, 

L Kcatals uo B«7BWM 
l**m rental* and royalties said by Operator for the Joint Operations. 

X. Leber 
A. (1) Salaries and wages of Operator's field employee* directly employed on the Joint Property in tbe conduct 

•f Mat Opandene. 
(I) Salaries ef Tint Urel Supervisors in the field. 
(I) Salaries aad wages of Technical Employees directly employed on the Joint Property ii such charge! are 

excluded from the Overhead rates. 
X. Operator's cost ef hoiisay, vacation, sickness and disability benefits and other customary alio vane** paid ts 

esnployeea who** salaries and wages are chargeable te the Joint Account under Paragraph ZA of this Section 
U Such cost* under thb Paragraph 28 may be charged on a "when and as paid basil" er by "percentage as­
sessment" on the amount ef salaries and w*f«s chargeable to the Joint Account under Paragraph SA ot this 
Section EL If percentage assessment it uaad. th* rat* ahall be baaed on the Operator's cost experience. 

C Brpeaditnrt* er cmtoibtrttont made pursuant te asaesamcnu imposed by loremmtntal authority which art 
applicable to Operator/* coats chargeable ta the Joint Account under Paragraphs tA aad IB of this See. 
Hon EE. 

IJ, Personal Expenses ef the** employees whose salaries and wtges are chargeable to the Joint Account under 
Paragraph IA of thia Section IX 

S. CnsWy** Benefits 
Operator* current costs of established plans for employees' group Hie insurance, hospitalization, pennon, re* 
tlretncnt, stock purchase, thrift, bonus, and ether benefit plana of a like nature, applicable ta Operator11 saber 
cost chargeable to th* Joint Account under Paragraph* 2A and SB of this Section G shaU be Open tor's actual 
•oat not to exceed twenty par sent (10%). 

«. Material 
Material purchased er furnished by Operator for use ca the Joint Property at prorided under Section IV. Only 
such Material ahall be purchased for er transferred to th* Joint Property aa may be required for «""nHI*H us* 
and ia seasonably practical and consistent with efficient and economical operations. The accumulation et sur­
plus stock* snail b* avoided. 

*(. Traasp* station 
Transportation ef employees and Material necessary for the Joint Operations but subject to the following Unuta-

A. If Material k mov*d te th* Joint Property from the Operator's warehouse or other properties, no charge ahall 
be made to tbe Joint Account for a distance greater than the distance from the nearest reliable supply store, 
recognfted berg* terminal, er railway receiving point where like material is normally available, unless agreed 
toby Uu Partes. 

B. tl surplus Material is moved te Operator's warehouse er ether storage point, ae charge ahall be mad* ta the 
Joint Account for a distance greater than ta* distance to th* nearest reliable supply score, reeognired barge 
tartan*], cc rsilwsy receiving point unleet agreed to by the Parties, Ho charge ahall be mad* to tht Joint A c 
count for meving Material ta ether properties belonging to Operator, Unless agreed to by the Parties. 

C In tbe application ef Subparagraph* A and B above, there ahall be no equalization ef actual grots trucking cost 
. et fSOO er Wat excluding accessorial charges. 

f. Services 
The coat ef contract services, equipment and utilities provided fay outside sources, except services excluded by 
Paragraph t ef Section II and Paragraph I. ti of Section UX The cost ef professional consultant service* and con. 
tract services ef technical personnel directly engaged on the Joint Property If such charges are excluded from the 
Overhead rate*. Tbe cost *f proirssionel consultant services er contract services of technical personnel net di. 
redly engaged an th* Joint Property (hall not be eharged to the Joint Account unless previously agreed to by 
the Parties. 

7. Eculpmnt snd Faculties FurnU»»d by OperiUr 
A. Operator shall charge the Joint Account for use of Operator owned equipment and faculties at rates eenv-

meosural* with costs ef ownership and operation. Such rates shall Indude costs of malnUnanct, repairs, ether 
operating expense, insurance, taxes, depredation, and interest on Investment not to exceed eight per cent (Ift) 
par annum. Such rates shall not exceed average commercial rates currently prevailing is the immediate are* 
ot tbe Joint Property. 

B . ta lieu ef charges ia Paragraph TA above, Operator may elect te use average commercial rates prevailing In 
tbe immediate araa of th* Joint Property less M&. For automotive equipment. Operator may elect to use rate* 
published by the Petroleum Motor Transport Association. 

S. Damage* »»« t>**** " Joint Ps*p*rty 
All cost* or expense* necessary for Ui* repair or replacement of Joint Property made necessary because of dam-
agce or losses Incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's 
gross negligence or willful misconduct. Operator shall furnish Non-Operator written notice ot damages or losses 
Incurred as soon as practicable sfter a report thereof has been received by Operator. 

f, Legal Expense 
Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments 
and amounts paid for settlement ot claims incurred In or resulting from operations under the agreement or 
neccssery proiect or recover the Joint Property, except that no charge for services of Operator's legal staff 
or fees or expense of outside attorneys shall be nude unless previously agreed to by the Parties. All other legal 
expense is considered to be covered by the overhead provisions of Section 111 unless otherwise, agreed to by the 
Parties, except as provided in Section I, Paragraph 3. 



'A 

11/14/95 12:50 ©fll&6Vq«ie HARTMAN OIL / - y DH HOME BlOlJ/015 

14. txxm 
AU taxes of every kind and nature assessed or levied upon er in conntcdon with tha Joint Property, tha opera­
tion thereof, or th* production therefrom, and which taxes have been paid by the Operator for the benefit of the 
Pertie*. 

11. tannatt 
Met premium* paid: for inrtrranre required to be carried for the Joint Operation* for th* protection ef the Far. 
tie*- In the event Joint Operation* are conducted m a etct* in whleh Operator may act aa aelf-iiuurer tar Werk-
men's Compensation and/or Employer* Liability under the respective rate's laws, Operator may, at IU election, 
include the risk solder ha self-insurance program and ia that event. Operator ahall include a charge at Operator's 
coat not to exceed manual rates. 

U. Other Expeaditars* 
Any other expenditure net covered er dealt with ln the foregoing provisions of this Section n. or ln Section m, 
and which {a incurred by the Operator in the necessary aad proper conduct of the Joint Operations. 

SL OVERHEAD 

L Over head - Drtulag aad Producing Operttieas 
L A* cnmpenaarloa for administrative, supervUioa. office service* and vsrthousini cost*, Operator shaU char re 

drilling and producing operations on either; 
( X J Used Rate Basis, Paragraph IA, or 
( ) Percentage Baal*, Paragraph IB. 

Unites otherwise agreed to by the Parties, such charge than be in lieu of costs and expenses ef aU effieea 
and a*l*riet or wage* pin* applicable burden* aad expenses of all personnel except the** directly chargeable 
under Paragraph XA, Seetion EL The cost aad expense of services trom outside sources ia connection with 
matters ef Taxation, traffic, accounting er matter* before er involving governmental agencies ahall be eanaidcred 
ca included In th* Overhead rates provided for ln the above selected Paragraph of this Section III unless such 
•oat and expense sr* agreed to by the Parse* ss a direct charge to the Joint Account. 

IL The salaries, wages aad Personal Expenses ef Technical Employees and/or th* oast of professional cesmltaat 
aenrieta sad contract services ef technical personnel directly employed on the Joint Property ahall ( ) that! 
not ( j) be covered by the Overhead rates. 

A. Overhead • fixed Bat* Bstii 
(I) Operator shall charge the Joint Account at the following rates per well per month: 

Drilling Wall Bate S 
Producing Veil Bat* S. 

650.00 

(X) Application ef Overhead - rtxed Rate Basis ahall be as follows: 
(s) DruUag WeU Sate 

Cl] Charge* fee onshore drilling walls shall begin en the date the w*U is spudded and terminate en 
the dat* th* drBhag er completion rig is released, whichever is later, except that no charge shall 
b* tnade during suspension of drilUng operations fjsr fifteen (IS) er mere consecutive days. 

C*l Charges for offshore drilling well* ahall begin on ttt date when drilling er completion equipment 
. arrives on location and terminate en tht date the drilling or completion equipment moves off loca­

tion or rig is released, whichever occur* first, except that no charge shall be made during tutpen-
•tea ef drilling operations for fifteen (IS) or more consecutive days 

Ct] Charges for wed* undergoing any type ef walkover or recorapletion for a pariod ef five (S) can-
secutiva days er snore shall be made at th* drilUng weU rate. Such charges shall be applied for 
tbe period from date workover operations, with rig, commence through eat* et tig relets*, except 
that ne charge shall be made during suspension of operations far fifteen (IS) er mora consecutive 
days. 

(b) Producing WeU Bates 
[1] Aa active well either produced or injected into for any portion ef the month shall be considered 

a* a one-well chare* tor the entirt Bwnth. 
[2] Bach active completion In a multi-completed well In which production 1* not commingled down 

hole thaU be considered aa * one-well charge providing each completion la considered a separate 
well by tbe governing regulatory authority. 

[3] Ah inactive gas weU shut In because of overproduction or failure ot purchaser to take the produc­
tion ahall be considered as a one-well charge providing the gu well U directly connected to a per. 
maacnt sales outlet 

{4] A one-well charge may b* made tor the month in which plugging snd abandonment operations 
are completed en any wen. 

[S] Alt ether Inactive wells (including but not limited to inactive wells covered by unit allowable, 
lease allowable, transferred allowable, etc) shall not quality for an overhead charge. 

(3} The wel] rates shall be adjusted as of the first day of April each year following th* effective date of the 
agreement ta which thia Accounting Procedure is attached. Th* adjustment shall be computed by multi­
plying the rate currently in use by the percentage increaie or decrease in the average weekly earnings of 
Crude Petroleum and Gas Production Workers for the )sst calendar year compared to the calendar year 
preceding as shown by the Index of average weekly earnings of Crude Petroleum and Cas Fields Produc­
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or tho 
equivalent Canadian index aa published by Statistics Canada, as applicable. Tht adjusted rates shall be 
the rates currently ln use, plui or minus the computed adjustment. 

— J — 
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S. Overhead • Percentile BeeU 
(1) Operator shall charge the Joint Account at the following rates: 

(a) Dcrelopoiant ' 
l̂ rrrmnt ( of tha cast ef Development of the Joint Pn>ptny exclusive of casta 

provided tinder Paragraph I ef Section Q and all salve (e credita. 
(b) Operatiag 

.Percent ( %) of the cost of Operating the Joint Property exclusive of costs provided 
trader Paragraphs 1 and 9 ef Section It aU salvage credita, the value of inlected substances purchased 
for secondary raiaieoiy and all taxes and assessments which are levied, assessed and paid upon the min­
eral interest in and ta the Joint Property. 

(3) Application of Overhead • Percentage Basil ahall be as follows: 
Tor the purpose et determining charges en a percentage basis under Paragraph 18 ef thia Section UL da. 
vclopment shall include all costs in rgwccuoo wtth driUing, redrilllng, deepening er any remedial open, 
cans en aay or aH wells involving the use of drilling craw and equipment; also, preliminary expenditures 
tweestary ia preparation for drilling and expenditure* incurred la abandoning when the wen la not com­
pleted as s producer, and original cost ef construction or installation of fixed asset*, the expansion of fixed 
•ssets and any other project clearly discernible as a fixed asset, except Major Construction as denned In 
Paragraph 2 ot this Section QT. All ether costs shall be considered as Operating, 

X. Overhead . Xajer Canttrsctiea 
TO compensate Operator for overhead cost* incurred in the construction and installation ef fixed assets, tbe ex­
pansion ef fixed sssets, and any ether project clearly discernible as a fixed asset required for the development and 
operation of the Joint Property, Operator lhall either negotiate a rate prior te the beginning of etmstruction. or shall 
charge the Joint Account tor Overhead baaed oa the foUowing rates for any. Major Construction project in excess 
t t , ?S.PW : 
A. 5 fc ef total costs if ruch com are mora than t g«>iOPO w (KM than « 100.000 . pi M 

8. 2 C of total coats la excess ef a 100.000 w less than 11,900,000; plus 
a 1 « ef total costs in execs* ef fl,0 00,600. 
Total seat shall mean the greaa cost of any one project, Por the purpose ef this paragraph, the component parts 
of a single project ahall not be treated separately and the cost ef drilling and workover weUs ahall be excluded. 

2. A - W M — » ef Bates 
Tbe Overhead rates provided tor In this Section IH may be amended from tune to time only by mutual agreement 
between the Partiea hereto if, ia practice, the rates ara found to be insufficient er excessive. 

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TSANSFE&S AND DISFCsSITXOXS 
Operator 1* responsible for Joint Account Material and shaU make proper and timely charges and credits for all ma­
terial movemena effecting the Joint Property. Operator shall provide all Material for us* on the Joint Property: how. 
ever, St Operator*! option, such Material may be supplied by the Non*Opcrator. Operator ahall snake timely disposition 
of idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in 
kind, or sal* to outsiders. Operator may purchase, but shall be under no obligation to purchase. Interest of Non-Opera, 
tot* fat surplus condition A or B Material The disposal ef surplus Controllable Material not purchased by th* Opera, 
tor shaU be agreed to by the Parti**. 
JU ŝ treasacs 

Material purchteed shall be eharged at the price paid by Operator after deduction ef all discounts received. In case 
ef Material found te be defective or returned to vendor for any other reason, credit shaU be passed to the Joint 
Account when adjustment has been received by the Operator. 

2, Transfers and Dispositions 
Material furnished tt th* Joint Property and Material transferred from the Joint Property er disposed of by tht 
Operaler, unless otherwise agreed to by the Parties, shall be priced on tha foUowing bases exclusive ef cash dis* 

A. New Material (Condition A) 
(1) Tubular goods, except line pipe, shsll be priced at the current new price in effect oa date of movement on a 

maximum carload er barge load weight basis, regardless of quantity transferred, equalized to the lowest 
published price fAh. railway receiving point or recognised barge terminal nearest the Joint Prapeity 
where aueh Material is normally available. 

(2) Un* Pipe 
(a) Movement of leas than 30,000 pounds ahall be priced at the current new price, in effect at date of 

movement, as Hated by a reliable supply store nearest th* Joint Property where such Material I* nor. 
sally available. 

(b) Movement of 10.000 pounds or more shall be priced under provisions of tubular good* pricing in Para­
graph 2A (I) of this Seetion IV. 

(3) Other Material shell be priced at the current new price, in effect at date of movement, as listed by a reliable 
supply store or f.o.b. railway receiving point nearest the Joint Property where such Material If normally 
available. 

B. Good Ultd Materia! (Condition E) 
Material ln sound and serviceable condition and Suitable for reuse without reconditioning: 
(IJ Material moved to the Joint Property 

(e) At seventy-five percent (7S£) of current new price, ai determined by Paragraph 2A of this Section IV. 
(2) Matetisl moved from the Joint Property 

(a) Al seventy-five percent (75%) of current new price, ai determined by Paragraph 2A ot this Section IV, 
If Material was originally charged lo the Joint Account at new Material, or 
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(b) at ttxty-flve percent («5%) ef current nev price, «i determined by Paragraph 2A of taut Section 
IT, tt Material ra originally charged to the Joint Account w nod wed Materiel at aeventr-flv* n«r 
eent ef current new price. ' 

Tbe coat ot reeonditineUng, tt any. ahall be absorbed by the transferring- property. 
C Other Used Material (Condition C end D) 

(1) Condition C 
Material which ia cot in found and serviceable condition and not suitable for' iu original function until 
after reconditioning ahall be priced at fifty percent (10%) ef current new price ss detennined by Fara-
tTtph IA et thia Section IV. The cost et recoruiiuoning shall be charged to the receiving property pro­
vided Condition C value plus cost ot reconditioning does not exceed Condition B value. 

(2) Condition D 
~ All ether Materia), including Junk, ahall be prised et e value comtneesurate with its use er at prevtillsg 

prices. Material no longer suitable for its original purpose but usable tar some other purpose, ahall be 
priced on a basis comparable with that of items normally used for such ether purpose. Operator may dis­
pose of Condition O Material under procedures normally utilized by the Operator without prior approval 
ef Men-Operators. 

D. Obsolete Material 
Material which Is serviceable and usable for iu origins! function but condition and/or value ef such Material 
Is not equivalent to that which would Justify a price aa provided above may be specially priced as agreed to by 
tbe Parties. Such price should result in th* Joint Account being charged with the value of the service ran. 
dared by such Material. 

E, Pricing Conditions 
(1) Loading tad unloeding coats may b* eharged ta the Joint Account at tbe rate ef fifteen cents (Iff) per 

hundred weight en all tubular goods movements, in £*u ef loading and unloading costs sustained, when 
actual hauling coat ot such tubular goods are equalized under provisions ef Paragraph I ef Section IX 

(2) Material involving erection costs shall be charged at applicable percentage ef th* current knocked-down 
price of new Material 

X Pxeaalant Prices 
Whenever Material la not readily obtainable at published er listed prices because ef national cmerf endea, strikes 
er other unusual causes ever which the Operator has ao control, the Operator may charge the Joint Account for the 
required Material at the Operator's actual cost incurred ln providing such Material in making h suitable (or us*, 
and in moving It to the Joint Property; provided notice in writing is furnished to Hon-Operators et the proposed 
charge prior to billing Ken-Operators for such Material. Each Ken-Operator shall have the right, by so electing and 
notifying Operator within ten days after receiving notice from Operator, ts furnish in kind all er part ef nil shart 
ef such Material tuitablt for use end acceptable to Operator. 

4. Warranty at Material rgrahtasd by Opera tor 
Operator decs not warrant the Material furnished. In case of defective Material, credit thall not be passed te the 
Joint Account until adjustment has been received by Operator from the manufacturers or their agents. 

V, IXYENTOBOES 
The Operator thall maintain detailed records ef Controllable Material 
1. Period!* xxvtnteriaa, Notice and Btumntarlen 

At reasonable intervals, Inventories ahall be taken by Operator ef the Joint Account Controllable MateriaL 
Written notice of intention to take inventory shall be given by Operator at least thirty (10) days before any inven­
tory is te begin so that Koo-Operators may be represented when any inventory is taken. falter* of Hoo-Operaters 
te be represented tt sa inventory shall bifid Kon-Operators to accept the Inventory taken by Operator. 

2. BeeeneiUatlea and Aeistttsncnt ef Inventories 
Reconciliation ef a physical inventory with the Joint Account ahall be made, and a list of overagts and shortages 
shall be furnished te th* Non-Operators within six months following the taking of th* Inventory. Inventory ad. 
Jurtmcnta ahall be made by Operator with the Joint Account tor overages and shortages, but Operator ahall b* 
held accountable only for shorts ges due to lack of reasonable diligence. 

2. Special Invea eerie* 
Special Inventoriet may be taken whenever there it any sale or change ot interest in the Joint Property. It shall 
be the duty ef tbe party selling to notify all other Parties as quickly as passible after the transfer of Interest takes 
place. In such eases, both the teller and the purchaser shall be governed by such inventory. 

4. Expense ef Conducting Periodic Inventories 
The expense of conducting periodic Inventories ahall not be charged to the Joint Account unlets agreed to by the 
Parties. 
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AMENDMENT OF OPERATING AGREEMENT 

This Amendment Is nade end entered Into u of December 1, 1987 by and 
between Utilcon Producing Company, Operator and Atlantic Richfield Company and 
Northwest Pipeline Corporation, Non-Operators. 

WHEREAS, that certain Operating Agreement originally between Southern 
Union (as Company and Skelly 011 Company dated April 10, 19S3, covering the 
E/2 Of Section 23-31N-9W, NMPM, San Juan County, New Mexico, contains no Gas 
Balancing Agreement. 

WHEREAS, 1t Is the desire of the present parties to said Operating 
Agreement to amend the Operating Agreement so as to provide for a Gas Balanc­
ing Agreement. 

NOW, THEREFORE, In consideration of One Dollar and other good and valu­
able consideration each paid to the other, the receipt and sufficiency of 
which is hereby acknowledged by all the parties, Operator and Nan-Operators 
hereby amend said Operating Agreeaent dated April 10, 19S3, as follows: ' 

The Gas Balancing Agreement attached to this Amendment shall 
be attached to and made a part of that certain Operating 
Agreement between Southern Union Gas Company and Skelly 011 
Company, dated April 10, 1953, as Exhibit "E". 

The parties hereto have executed this Amendment as of the date first above 
written. 

This Amendment may be executed 1n any number of counterparts, each of which 
should be considered an original for all purposes. 

OPERATOR 
UNICON PRODUCING COMPANY 

Oirector - U. S. Land Operations 
Union Texas Exploration Corporation, 
Managing Partner 

NON-PPEMORS 

0067.doc 
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IXRIBIT "E" 

CAS SAUKCtHC ACREEKENT 

Attached te end rude « pert cf that certain Operating Agreeaent 
dated APRIL 10. 1953 « Between 

SCUIHStt ttOOS GAS COMKSNY, CPEBATOR, AND 
SNE3XV OIL CCMPMTC, AS KW-ClPEPATOR 

(Covering tha E/2 of Section 2i-31N-9W, San Juan County, New Mexico) 

Th* partlee te the Operating Agreeaent to vhich thia Cat Balancing 
Agreeaent la attached own the working er operating lntereata in the gaa right* 
underlying the Contract Area covered by eucb Agreeaent aad are entitled to 
ehare in the percentages at atactd ln the Operating Agreeaent. 

In accordance with the tarma of tbe Operating Agreement, each party ahall 
take ita abate of gaa produced froa the Contract Area and market er otherwise 
difpo** of aaae. In eh* event a party borate dee* not take in Idnd or market 
ita ahare ef ga* er bet contracted to te l l Ita thar* of gat produced fro* the 
Contract Area to « purehiter which, at any tine while tM* Agreeaent la l a 
effect, fai l* to take tbe ahare of ga* attributable te the lnterctt ef web 
party, th* can* of this Cat Balancing Arretaent ahall automatically beeotts 
effective. 

The Operator ha* the duty t* control gaa production cad the 
responsibility of «d*lnltt*ring the proviaion* of Chi* Caa Balancing 
Agreement. Th* Operator thall eauac deliveries to be made to the gaa 
purchaser* at such rate* as mar b* required to {iv* effect Co tbe intent that 
eh* gaa production account* of a l l parties are to be brought late balance 
pursuant co the provision* hereof. 

1. 

During any period or period* when any party hereto doc* not take, he* no 
market for, or the stark*c ef a party 1* not *uffiei*trt co take that party •« 
fu l l that* of th* gas produced froa aay well located eat che Contract Area, or 
each perty'* purchaser is unable to caxe Its efa«re of ga* produced froa any 
each well located tn the Contract Area, (each a party being herein referred ta 
as an "underproduced party") the ether party er partiea ehall be entitled, but 
not' required, to produce froa eaid well on the Contract Area (and cake er 
deliver ce e purchaser}, ««cb month, a l l er a part ef chat portion of the 
allowable ga* production assigned to aueh well by th* regulatory body having 
Jurisdiction; prorided, however, that, with respect to gsa produead fro* * 
well clastifled a* a gaa wtll by the applicable regulatory body ("ges wall 
{«(") , so party may, without che eaprctf writcca approve! ef che underproduced 
party, cake er market (as well gas in quancicie* in exceee ef 1501 ef aueh 
party's share of th* gas allowable «*elgnad by the regulatory body having 
jurisdiction to such well or 150* of aueh patty's »har« ef th* than current 
deliverability of th* w*U including aeeoclaCcd production equipment flowing 
at the then currant pipeline pressure, whichever it the leaaer quantity of gsa 
wall gee. Those parties which are capable ef taking end/or marketing 
quantltl** ef gaa allocable to as underproduced party, ia th* abaenc* et any 
ether agreement between thee, *h*U eech take a «h«r* of th* ga* attributed to 
the underproduced party er partlee in the direct proportion that theit 
respective latere*ta hear co the total intereac of a l l partlee taking gas vho 
sre alto considered overproduced. All parties hereto thall thar* la and own 
the liquid hydrocarbon* recovered froa aueh ga* by primary separation 
equipment ln accordance vith their reapectlve Intereac* and subject Co the 
term* of the «bove-deacrlbed Operating Agreement, whether or not such partlee 
at* actually taking and/or narketlng gaa at such time. 

Ct/CEA.l 
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2. 

Each party unable co market let chare of the gaa produced or unable to 
take ita full ahare of the gaa produced ahall be considered underproduced and 
ehall be credited with ges in storage equal co ice share of che gaa produced 
under thlo Agreeaent, leee that portion of the gaa actually marketed or taken 
by such party, gaa seed In operation*, vented, or lost. Each party taking gaa 
shall furnish or eause to be furnished co th* Operator « monthly written 
statement of ga* volume* taken and the identity ef Ita gaa purchaeer, if aay. 
Operator shall not be required to adjust ita gaa accounting etatenenta 
reflecting a different ga* purchaaer until the first day of the month 
following che month in which «uch notice was prorided to che Operator. Tne 
Operator will maintain appropriate accounting oa « monthly end cumulative 
bael* of che quantities of g*a each party la entitled to receive and the 
quant It ie* of gas taken and/or marketed by each of the parties to chair 
respective gas purchaser*. For th* tola purpose of implementing the teraa of 
Chi* Agreement and adjusting ga* imbalance* which may occur, each party 
disposing of gaa froa the Contract Area in any month, to the extent required, 
thall furaiih or cause to be fumlahed to Che Operator by the last day of each 
calender month *uceaedlng the producing calendar month a atataaent ehovlng th* 
total volume of gas turketed by (ueh party or taken ia Had for it* own 
account during che producing c*l«Bnax monch and the identity of ita ga* 
purchaaer, if aay. Within ninety (»0) day* after the end of each producing 
calendar mouth, the Operator thall furniah each party • (tatament shoving the 
•tatua of the overproduced and underproduced accouuta of all partiea. To 
determine reepeetive volumes of gu taken by aeperace gas pipelines connected 
to the well, ssaaaurement of ga* for ever and under production ahall be 
accomplished by u*e of «*le* meter*, and leate meaaurement ahall be ln 
accordance with ACA requirement*. Vith respect to gee purchased froa or 
transported for mora than one party by or through one pipeline connected co 
the well, each party catling to ot transporting through aueh one pipeline 
•ball furnish or cause lea ga* purchaser or transporter to furniah to Operator 
monthly volume statement* shoving che *plit of ovnerahip through it* lalei or 
pipeline inlet meter during tha preceding calendar month. All ga* volume* 
under thla paragraph vlll be Identified by the appropriate category under che 
NCPA or aay other law or regulation ln effeet including deregulated gu, a* 
appropriate, tech party co thia Agreement agrees that it will not utilise any 
Information obtained hereunder for any purpose other than implementing th* 
term* of this Cu Balancing Agreement. 

3. 

Any tadernrodweed party *hall endeavor to bring i t * taking of gu - Into 
balance. After written notice to tbe Operator, aay party may *C any dan 
begin caking or delivering to its purchaaer its full share of the gu produced 
froa said Coot race Ares (less aay vised la operation*, vented, or lo*t). To 
allow for th* recovery of gu ln storage and to balance the gu account of tha 
parties ia accordance with their respective interests, a party with gu la 
ttorag* shall b* entitled to take or deliver to a purchaeer It* full ahare of 
gu produced froa »«ld Contract Are* (lea* any need la operation*, vented, or 
lost) plus an amount up to ra additional fifty percent (50Z) of the monthly 
quantity of gaa attributable to tbe overproduced party er parties. If mor* 
than one underproduced party 1* entitled to take additional gu, th*y ahall 
divide th* additional gu in proportion to their respective underproduced 
account*. Tha firat gu made up ahall be aaauued to be the flrat gu 
underproduced. 

CD/GBA.l 
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Nothing herein thall be cont trued to deny aay party the right, froa tine 
Co tine, to produce end cake oc deliver to ice purchaser up to 100Z of the 
entire well stream to aeet the deliverability testa required by ita purchaaer, 
provided chat such teets are reasonable ln light of overall industry 
standards. lech party ehall, at all tines, use Ita beet efforts to regulate 
i t * take* and deliveries froa *ald Contract Area ao chat said Contract Area 
will not be abut-In for overproducing the allowable assigned thereto by the 
regulatory body having jurisdiction. Additionally, each party ahall 
coaaunlcate, aa nece«*ary, che content* of this agreeaent to its reepeetive 
gas purchaser and (hall monitor It* deliveries to ic* gaa purchaaer ao *a to 
ensure to Che greatest extent practicable that i t * gas purchaaer doe* not take 
ga* i s execs* of the quanclti** provided for herein. 

S. 

At a l l tine* while gaa is produced froa the Contract Area, each party 
shaU pay or cause co he paid a l l royalty due and payable on it* ahare of gaa 
production as lf each party were caking or delivering to a purchaser lea share 
of production. Each party agrees to hold eech other party hamlees froa say 
end a l l claim* for royalty payment* aaeerted by ite royalty ownera. The term 
"royalty owner" shall include owner* of royalty, overriding royaltle*. 
production paymanta, -and similar lntereata. 

6. 

Each party producing and taking er delivering gas to ita purchaaer ahall 
pay, or ecus* to be paid, a l l production and severance taxes due on a l l 
volume* of gas actually taken or sold by aueh party. 

1. 

I f , ac the permanent termination of production of gaa from a well located 
oa the Contract Area, aa imbalance ejciece between che parcle*. a monetary 
aettleeent of the iabslsn.ee between the partiea relative to aueh veil ahall be 
mad* within s reaaonahle length of time sfcer production, permanently ceases. 
The amount of the monetary settlement will be limited to th* proceeds actually 
received by the overproduced party or parties at the time of overproduction, 
lee* ' production aad ••vcrance taxce paid on such overproduction. If the 
overproduced party or parties did not aell i t * gaa, *uch ga*. trill be valued in 
the same manner u*«d for royalty and *«vcrance tax purpoee* when produced. 
That portion of che monies collected by tbe overproduced patty or parties 
which la subject co refund by order* of the n i C may be withheld by the 
overproduced party or partiea until aueh prices are fully approved by th* 
FERC, vales* the underproduced party er p*rtl*» furniah * corporate 
undertaking agreeing to hold the overproduced party or partiea harmles* from 
financial lose due to refund orders by che FE&C. 

In order to adainiater this provision. Operator shall request each 
overproduced party to furnish Operator a monthly statement ef revenue and 
volume for **ch month during which the overproduction occurred. Vithin a 
reeaouabl* time after the permanent termination of production of gaa froa a 
well located aa the Contract Area, Operator ahall invoice each overproduced 
party for i t * proportionate ahare ef aaid overproduction baaed on aaid 
atatemcne* and (ball distribute the amounts collected from the' overproduced 
parties te eech underproduced party proportionate ee the relative volumes ef 
underproduction attributable co each aueh underproduced party baaed oci the 
weighted *verag* price received by each overproduced party during the period 
that th* underproduction occurred. Each party ehall retain a l l producer'* 
record* of volume* taken or told and revenuea or valuea accruing thereto for 
the full term of thia Gaa Balancing Agreement. Operator agree* that it will 
not utilize any information obtained hereunder for any purpose other than 
Implementing the terms of thla Cas Balancing Agreement. 

11/147* » 11:84 ..TffllS'f^l 9.. 
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8. 

Thit Agreement shall remain ln force and effect as long as th* Operating 
Agreement, to which It la attached, renalna ln force and effect, and 
thereafter until the gas balance accountI between the parties are settled la 
fu l l , and ahall Inure to the benefit of end be binding upon the partlee 
hereto, their heir*, successors, legal representative* and assigns. 

9. 

Nothing herein shall change or affect each party's obligation* to pay it* 
proportionate ahare of a l l coses end liabilities incurred in operation* on the 
Contract Are* as it* «h«re thereof is set forth In the Operating Agreeaent to 
which thia Agreeaent le attached. 

10. 

The provisions of this Agreeceac shall he applied to each veil and to 
each producing foraatlos in each well separately as i f each veil end each 
producing formation in each aueh well va* a eeparate veil and covered by 
aeparate but identical agreeaent*. 

CO/GBA. 1 



•8-96 HON 12:39 PM OIL CONSERVATION DIV FAX NO. 5058278177 P. 02 
BEFORE THE OIL CONSERVATION COMMISSION 

OF THE STATE OF NEW MEXICO 

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

CASE NO. 5264 
Order No. R-I670-T 

APPLICATION OF EL PASO NATURAL GAS 
COMPANY FOR THE AMENDMENT OF ORDER 
NO* R-1670, BLANCO MESAVERDE POOL* 
SAN JUAN AND RIO ARRIBA COUNTIES, 
NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSIONi 

This cause came on for hearing at 9 a.m. on August 13 and 
August 14, 1974, at Santa Fe, New Mexico, before the O i l 
Conservation Ccmxmission of New Mexico,, hereinafter referred 
to as the *Commission. * 

NOW, on this 14th day of November, 1974, the Commission, 
a quorum being present ,~h"aving considered the testimony pre­
sented and the exhibits received at said hearing, and being 
full y advised i n the premises, 

FINDS 1 

(1) That due public notice having been given as required 
by law, the Commission has jur i s d i c t i o n of t h i s cause and the * 
subject natter thereof. 

(2) That the Blanco Mesaverde Pool, located i n San 
Juan and Rio Arriba Counties, New Mexico, was created by 
Commission Order No. 799, dated February 25, 1949. 

(3) That the Blanco Mesaverde Pool i s governed by 
special rules and regulations, promulgated by the Commission 
in Order No, R-1670, as amended, which provide for 320-acre 
proration units and well locations i n the NE/4 and SW/4 of 
each governmental section, and for the assignment of allowable 
to each proration unit i n the pool based on the amount of 
acreage i n the unit and the deliverability of the unit well. 

EXHIBIT "D" 

01/08/96 11:32 TX/RX NO.2133 P.002 
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Case No. S264 
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(4) That the applicant, E l Paso Natural Gas Company, 
seeks an order amending said Order No. R-1670 to permit the 
optional d r i l l i n g of an additional well on each 320-acre 
proration unit i n the Blanco Mesaverde Pool; to determine 
the deliverability of each proration unit upon which an 
additional well i s d r i l l e d by adding the d e l i v e r a b i l i t i e s of the 
two wells; to permit the production of the allowable assigned 
to a proration unit containing two wells from both wells i n 
any proportion; to consider both wells on a proration unit as 
one well for purposes of balancing underproduction or over­
production; to report the production of each well on the unit 
as well as the total unit production; and to compare the unit 
production against the unit, allowable for determining whether 
a unit should be c l a s s i f i e d marginal,or non-marginal. 

(5) That the Blanco Mesaverde Pool has been developed 
for approximately 20 years on 320-acre proration units. 

(6) That to change the unit size now i n said pool would 
disturb the equities under many of the existing proration 
units. 

(7) That the proration unit size in the Blanco Mesaverde 
Pool should continue to be 320 acres. 

* 
(8) That Section 65-3-10, New Mexico Statutes Annotated, 

1953 Compilation, empowers the Commission to prevent waste 
of hydrocarbons and to protect the correlative rights of 
the owners of each interest i n said hydrocarbons-

(9) That Seetion 65-3-5, New Mexico Statutes Annotated, 
1953 Compilation,, confers ju r i s d i c t i o n on the Commission, over 
a l l matters relating to the conversion of o i l and gas-

(10) That "waste" i s defined by Section 65-3-3, New 
Mexico Statutes Annotated, 1953 Compilation. 

(11) That the evidence' reveals that the Blanco Mesaverde 
Pool i s not a homogeneous, uniform reservoir-

* 
(12) That the producing formation of the Blanco Mesaverde 

Pool i s comprised of various overlapping, interconnecting, 
and lenticular sands of r e l a t i v e l y low permeability, many of 
which are not being e f f i c i e n t l y drained by existing wells i n 
the pool but whxch could be more e f f i c i e n t l y and economically 
drained and developed by the d r i l l i n g of additional wells 
pursuant to the rule ahanges proposed by the applicant. 

(13) That i n f i l l d r i l l i n g w i l l substantially increase 
recoverable reserves from the Blanco Mesaverde Pool. 

»/OR/96 11:32 TX/RX NO.2133 
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(14) That i n f i l l d r i l l i n g w i l l r e s u l t i n greater ultimate 
recovery o f the reserves under the various p r o r a t i o n u n i t s i n 
the pool. 

(15) T h a t ' i n f i l l d r i l l i n g i n the Blanco Mesaverde Pool 
w i l l r e s u l t i n more ef f i c i e n t use of reservoir energy and 
w i l l tend to ensure greater ultimate recovery of gas. from 
the pool, thereby preventing waste. 

(16) That-if i n f i l l ' d r i l l i n g i s implemented i n the Blanco 
Mesaverde Pool, each operator w i l l be afforded the opportunity 
to produce, without waste, h i s j u s t and equitable share of the 
gas from the Pool, and his correlative rights, as defined by 
Section'65-3-29, New Mexico Statutes Annotated, 1953 Compila­
tion, therefore, w i l l not be impaired. 

(17) That both w e l l s on a pro r a t i o n u n i t should be 
produced so long as i t i s economically f e a s i b l e t o do so. 

(18) That the a p p l i c a t i o n should' be approved. 

IT IS THEREFORE ORDERED: 
(1) That the Special Rules for the Blanco Mesaverde Pool 

in San Juan and Rio Arriba Counties, New Mexico, as promul­
gated by Order No. R-1670, as amended, are hereby amended 
to permit the optional d r i l l i n g of a second well oh each pro­
ration unit; to provide that the deliverability of a proration 
unit containing two wells s h a l l be the sum of the d e l i v e r a b i l i -
ties of each of the wells; to provide that the unit allowable 
may be produced from both of the wells i n any proportion; to 
consider both wells on the proration unit as one well for 
purposes of balancing underproduction or overproduction; to 
provide for the reporting of production from each well 
individually and to require the reporting of total produc­
tion from the unit; and to compare the unit production against 
the unit allowable, i n determining whether a unit should be 
cl a s s i f i e d marginal or non-marginal. 

(2) That Rule 2 of the Special Rules for the Blanco 
Mesaverde Pool, as promulgated by Order No. R-1670, as amended, 
i s hereby amended to read i n i t s entirety as follows: 

"ROLE 2 (A) , The i n i t i a l w e l l d r i l l e d on a pr o r a t i o n 
u n i t s h a l l be located 990 f e e t from the outer 
boundary o f e i t h e r the Northeast'or southwest 
quarter o f the section, subject t o a v a r i a t i o n 
of 200 f e e t f o r topographic conditions. Further 
tolerance s h a l l be allowed by the Commission only 
i n cases of extremely rough t e r r a i n where compliance 
would necessarily increase d r i l l i n g costs. 

nwnR/qfi n-n? TX/RXNO.ZU.I P.OOA 
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"RULE 2 {B). The second w e l l d r i l l e d on a p r o r a t i o n 
u n i t s h a l l be located i n the quarter section of 
the u n i t not containing a w e l l , and s h a l l be 
located w i t h respect t o the u n i t boundaries as 
described i n Rule 2 (A) above. 

"The plats (Form C-102) accompanying tbe Application 
for Permit to D r i l l (OCC Form c-101 or Federal 
Form 9-331-C) for the second well on a proration 
unit s h a l l have outlined thereon the boundaries 
of the unit and s h a l l show the location of the 
f i r s t well on the unit as well as the proposed 
new well. 

"RULE 2 (C) . I n the event a second--well i s d r i l l e d 
on any proration unit, both wells s h a l l be produced 
for so long as i t i s economically feasible to do 
so." 

(3) That the Special Rules for tha Blanco Mesaverde 
Pool as promulgated by Order No. R-1670, as amended, are 
hereby amended by the addition of the following Special 
Rule 9: 

ROLE 9 (A) . The product obtained by multiplying 
each prqration unit's acreage factor by the 
calculated d e l i v e r a b i l i t y (expressed as MCF•per 
day) for the well (s) on the unit s h a l l be known 
as the AD Factor for the unit. The acreage factor 
s h a l l be determined to the second decimal place 
by dividing the acreage within the proration unit 
by 320, subject to the acreage tolerances provided 
i n Rule 5 (A) . The AD Factor s h a l l be computed to 
the nearest whole number. 

ROLE 9 (B) . The monthly allowable to'be assigned 
to each marginal proration unit s h a l l be equal to 
i t s l a t e s t available monthly production. 

RULE 9 (C) . The pool allowable remaining each month 
after deducting the t o t a l allowable assigned to 
marginal proration units s h a l l be allocated among 
the nori-marginal units entitled to an allowable 
in the following manners 

r 

1. Seventy-five percent (75%) of the pool 
allowable remaining t o be allocated t o 

. non-marginal u n i t s s h a l l be al l o c a t e d 
among such u n i t s i n the proportion t h a t 
each unites "AD Factor" bears t o the t o t a l 
"AD Factor" f o r a l l non-marginal u n i t s i n 
the pool.. 
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2. Twenty-five percent (25%) of the pool 
allowable remaining to be allocated to 

. non-marginal units s h a l l be allocated 
among such units in the proportion that 
each unit's acreage factor bears to the 
total acreage factor for a l l non—marginal 
units i n the pool. 

RULE 9 (D) . The current deliverability t e s t s , taken 
i n accordance with- the 'Gas Well Testing Procedures-
San Juan Basin, New Mexico," s h a l l be used i n 
calculating allowables for the proration units 
i n the pool for the 12-month period beginning 
Ap r i l 1 of the following year. 

RULE 9 TE). When calculating the allowable for' " 
a proration unit containing two wells, din accordance 
with Rule 9 of these rules, the d e l i v e r a b i l i t y of 
both wells s h a l l be added i n calculating the AD 
Factor and the unit, allowable may be produced 
from both wells. 

(4) That said Special Rules for the Blanco Mesaverde Pool 
are hereby amended by the addition of the following Special 
Rule 10 (C) : 

RULE 10 (C). The calculated d e l i v e r a b i l i t y at the 
"deliverability pressure" s h a l l be determined i n 
accordance with the provisions of the current 
"Gas Well Testing Rules and Procedures - San Juan 
Basin, New Mexico." 

No well s h a l l be e l i g i b l e for r e c l a s s i f i c a t i o n to 
"Exempt Marginal" status unless i t i s located on 
a marginal proration unit. 

(5) That said special Rules for the Blanco Mesaverde 
Pool axe hereby amended by the addition of the following 
Special Rule 12t 

RULE 12. , The f u l l production of gas from each 
well, including d r i l l i n g gas, s h a l l be charged 
against the proration unit's allowable regardless 
of the disposition of the gas; provided, however, 
that gas used i n maintaining the producing a b i l i t y 
of the well s h a l l not be charged against the 
allowable.' 

(6) That said Special Rules for the Blanco Mesaverde 
Pool are hereby amended by the addition of the following 
Special Rule 141 

n w n p / a r ; n - ->9 T Y / P Y MO ? I 
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ROLE 14 (A) . Underproduction: Any non-raargmal 
proration unit which has an underproduced status 
as of the end of a gas proration period s h a l l be 
allowed to carry such underproduction forward into 
the next gas proration period and may produce such 
underproduction i n addition to the allowable 
assigned during such succeeding period. Any 
allowable carried forward into a gas proration 
period and remaining unproduced' at the end of 
such gas proration period s h a l l be cancelled. 

RULE 14 (B). Production during any one month of 
a gas proration period i n excess of the allowable 
assigned to a proration unit for such.month s h a l l 
be applied against the underproduction carried 
into such period i n determining .the amount of * 
allowable, i f any, to be cancelled. 

(7) That said Special Rules for the Blanco .Mesaverde 
Pool are hereby amended by the addition of the following 
Special Rule 15s 

RULE IS (A) . Overproduction: Any proration unit 
which has an overproduced status as of the end of 
a gas proration period s h a l l carry such overproduc­
tion forward into the next gas proration period. 
Said overproduction s h a l l be made up during-the 
succeeding gas proration period. Any unit which 
has not made up the overproduction carried into a 
gas proration period by the end of said period 
s h a l l not be produced u n t i l such overproduction 
i s made up. 

RULE IS (B) . I f , during any month, i t i s discovered 
that a proration unit i s overproduced i n an amount 
exceeding s i x times i t s average monthly allowable 
for the preceding twelve months (or, i n tha case of 
a newly connected well, s i x times i t s average monthly 
allowable for the months* available) , i t s h a l l not 
be produced that month nor each succeeding month 
un t i l i t i s overproduced i n an amount s i x times 
or less i t s average monthly allowable, as determined 
hereinabove. 

RULE 15 (C). Allowable assigned to a proration unit 
during any one .month of a gas proration period i n 
excess of the production for the same month s h a l l 
be applied against the overproduction chargeable 
to such unit i n determining the amount of over­
production which must be made up pursuant to the 
provisions of Rules 15 (A) or 15 (B) above. 
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ROLE 15 CD) . The Secretary-Director of the 
Commission s h a l l have authority to permit a well 
which i s subject to shut-in, pursuant to Rules 
15 (A) or 15 (B) above, to produce up to 500 KCF 
of gas per month upon proper showing to the 
Secretary-Director that complete shut-in would 
cause undue hardship, provided however, such 
permission s h a l l be rescinded for any well 
produced i n excess of the monthly rate authorized 
by the Secretary-Director. 

RULE 15 (E) • The Commission may allow overproduc-
tion to be made up at a lesser rate than permitted 

• under Rules 15 (A) , • 15 (B) , or 15 (D) above upon 
a showing at public hearing that the same is\_. 
necessary to avoid material damage to the well. 

RULE IS (F) . Any allowable accruing to a proration 
unit a t the end of a gas proration period due to 
the cancellation of underage i n the pool and the 
redistribution thereof s h a l l be applied against 
the unit's overproduction. 

RULE IS (G) » The Secretary-Director of the Commis­
sion s h a l l have authority to grant a pool-wide 
moratorium of up to three months on the shutting 
i n of gas wells i n a pool during periods of high-
demand emergency upon proper showing that such 
emergency exists, and that a significant number 
of the wells i n the pool are subject to shut-in 
pursuant to the provisions of Rules 15 (A) or 
15 (B) above. No moratorium beyond the afore­
mentioned three months s h a l l be granted except 
after notice and hearing. 

(6) That said Special Rules for the Blanco Mesaverde 
Pool are hereby amended by the addition of the following 
Section E: 

E. CLASSIFICATION OF UNITS 

RULE 16' (A)'. The proration period (as defined i n 
Rule 13) s h a l l be divided into four c l a s s i f i c a t i o n 
periods of three months each, commencing on April 1, 
July 1, October 1, and January 1. After the 
production data i s available for the l a s t month 
of each c l a s s i f i c a t i o n period, any unit which had 
an underproduced status at the beginning of the 
proration period s h a l l be c l a s s i f i e d marginal 
i f i t s highest single month's production during 
the c l a s s i f i c a t i o n period i s less than i t s average 

01/08/96 11:32 TX/RXN0.2133 P.008 
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monthly allowable during said c l a s s i f i c a t i o n 
period; provided however, that the operator of 
any unit so c l a s s i f i e d , or other interested 
party, s h a l l have 15 days after receipt of 
notification of marginal c l a s s i f i c a t i o n i n 
which to submit satisfactory evidence to the 
Commission that the unit i s not of marginal 
character and should not be so c l a s s i f i e d . 

RULE 16 (B). The Secretary-Director may r e c l a s s i f y 
a marginal or non-marginal proration unit at any 
time the unit's production data, deliverability 
data, or other evidence as to the unit's producing 
a b i l i t y j u s t i f i e s such r e c l a s s i f i c a t i o n . 

RULE 17. A proration unit which i s c l a s s i f i e d as 
marginal s h a l l not be permitted to accumulate 
underproduction, and any underproduction 
accrued to the unit prior to i t s c l a s s i f i c a t i o n 
as marginal s h a l l be cancelled. 

RULE 18. I f , at the end of a proration period, 
a marginal proration unit has produced more than 
the t o t a l allowable for the period, assigned to 
a non-marginal unit of l i k e deliverability and 
acreage,- the marginal unit s h a l l be r e c l a s s i f i e d 
non-marginal and i t s allowable and net status 
adjusted accordingly. ( I f the unit has been 
c l a s s i f i e d as marginal for one proration period 
only, or a portion of one proration period only, 
any underproduction cancelled as the r e s u l t of 
such c l a s s i f i c a t i o n s h a l l be reinstated upon 
re c l a s s i f i c a t i o n back to non-marginal status. 
A l l uncompensated—for overproduction accruing -to 
the unit while marginal s h a l l be chargeable upon 
re c l a s s i f i c a t i o n to non-marginal.) 

RULE 19. A proration unit containing a we.ll which 
has been reworked or recompleted s h a l l be c l a s s i f i e d 
non-marginal as of the date of reconnection of the 
well to a pipeline u n t i l such time as production 
data, del i v e r a b i l i t y data, or other evidence as 
to the unit's producing a b i l i t y indicates that the 
unit should be c l a s s i f i e d marginal. 

RULE 20• A l l proration units not c l a s s i f i e d marginal 
s h a l l be c l a s s i f i e d non-^raarginal. 

(9) That said Special Rules for the Blanco Mesaverde 
Pool are hereby amended by the addition of the following 
Special Rule, 21 (A) : 

01/08/96 11:32 TX/RX NO.2133 
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RULE 21 (A). The monthly gas production from each 
well s h a l l be metered separately and the gas produc­
tion therefrom s h a l l be reported to the Commission 
on Form Orll5 in accordance with Rule 1115 of the 
Commission's Rules and Regulations, so as to 
reach the Commission on or before the 24th day 
of the month next succeeding the month i n which 
the gas reported was produced. The operator s h a l l 
show on such report what disposition has been made 
of the gas produoed. The sum of the production from 
both wells on tha proration unit s h a l l also be 
reported for multiple-well units. 

(10) That said Special Rules for the Blanco Mesaverde 
Pool are hereby amended by- the addition of the following 
Special Rule 23: 

RULE 23. Failure to comply with the provisions 
of this order or the rules contained herein s h a l l 
r e s u l t i n the cancellation of allowable assigned 
to the affected proration unit. No further allowable 
s h a l l be assigned to the affected unit u n t i l a l l 
rules and regulations are complied with. The 
Secretary-Director s h a l l notify the operator of 
the unit and the purchaser, i n writing, of tbe 
date of allowable .cancellation and the reason 
therefor. 

(11) That jur i s d i c t i o n of this cause i s retained for 
the entry of such further orders as the Commission may deem 
necessary. 

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

STATE OF NEW MEXICO 

I . R. TRUJILLO', Chairman 

1. 

ALEX J . ARMIJO, Member 

S E A L 

dr/ 
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HORIZONTAL LIMITS OF THE BLINEBRY OIL AND GAS POOL 
LEA COUNTY, NEW MEXICO 

NMPM 
Sec. 32: 
Sec. 33: 
Sec. 34: 

SE/4 
NE/4 & S/2 
NW/4 & S/2 

Sec. 35: 
Sec. 36: 

S/2 
W/2 

TOWNSHIP 21 SOUTH. RANGE 36 EAST, NMPM 
Sec. 24: 
Sec. 25: 

E/2 
NE/4 & S/2 

Sec. 36: N/2 

TOWNSHIP 21 SOUTH. RANGE 37 EAST, NMPM 

& SW/4 

Sec. 1: Lots 4, 5, 9 Sec. 
through 16, Sees, 
and S/2 

Sees. 2 through 4: All Sec. 
Sec. 8: NE/4 • Sec. 
Sees. 9 through 17: Sees 

All 

19 through 30: 
.All 
N/2 
E/2 

33 through 36: 
All • 

31: 
32: 

TOWNSHIP 22 SOOTH. RANGE 36 EAST. NHPM 
Sec. I t E/2 Sec. 12: 5174 

TOWNSHIP 22 SOUTH. RANGE 37 EAST, NMPM 
Sees. 1 through 4: All 
See- 5: N/2 -
Sec. 6: N/2 
Sec. 8: N/2& SE/4 
Sees. 9 through 15: 

All 

Sec. 16: N/2 & SE/4 
Sees. 22 through 25: A l l 
Sec. 26: NE/4 NE/4 and 

NE/4 SE/4 
Sec. 35: NE/4 
See. 36: N/2 & SE/4 

TOWNSHIP 22 SOUTH. RANGE 38 EAST. NMPM 
See. 6i NW/4 & S/2 See. 20: NW/4 & S/2 
Sec. 7: W/2 Sees. 29 through 32: 
Sec. 18: W/2 See. 33; Ntf/4 
Sec. 19: AU •• 

Al l 

TOWNSHIP 23 SOUTH. RANGE 38 EAST, NMPM 
Sec. 5: NW/4 Sec. 6: N/2 
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MERIDIAN ©ML January 27, 1993 

Doyle Hartman 
P.O. Box 10426 
Midland, TX 79702 

Williams Production Company 
P.O. Box 58900 
Salt Lake City, Ut 84158-0900 

Texaco Exploration & Producing Inc. 
P.O. Box 46555 
Denver, CO 80201-6555 

RE: Seymour #7 A Well 
Mesaverde Formation 
425' FSL, 790' FEL 
Section 23-31N-9W 
San Juan Co., New Mexico 

Gentlemen: 

Meridian Oil Inc. proposes that the referenced Mesaverde well be drilled as an infill well to the Seymour #7 
well. The Seymour #7 well is operated under an Operating Agreement dated April 10, 1953 which does not 
contain any subsequent well provisions. In this regard we have enclosed a new Joint Operating Agreement 
(JOA) in which we propose to include the operations of the proposed well in addition to the Seymour #7 well. 
Also enclosed for your consideration is our Authority for Expenditure (AFE) in the amount of $569,600. I have 
also enclosed a 9 section land plat showing the proposed well location. This property is already communitized 
under agreement #CA 14-08-001-917 dated March 30, 1953. 

I f you agree with our proposal, please execute the JOA and return two executed signature pages with 
acknowledgements, as well as an executed AFE and a copy of this letter to the attention of the undersigned. 
Please don't hesitate to call i f you have any questions. 

Very truly, 

Alan Alexander 
Senior Land Advisor 

AA:kaw 

NM-9435 

The undersigned agrees to participate in the drilling of the Seymour #7A 
well and pay our proportionate share of actual well costs this 

day of , 1993. 

BY: 

TITLE: 

COMPANY: 

Meridian CM Inc.. 3535 East 30th St.. P O. Box 4289. Farmington. New Mexico 87499-4289. Telephone 505-326-9700 

EXHIBIT " E " 



MERIDIAN OIL INC. 
Farmington Region 

Post Office Box 4289 
Farmington, New Mexico 87499 

(505) 326-9700 

AUTHORITY FOR EXPENDITURE 

AFE No: 

Lease/Well Name: 

Field Prospect: 

Seymour #7A 

Blanco Mesaverde 

Location: SE/4 Sec. 23, T31N, R09W 

AFE Type: Drill (01) Original 

Operator. Meridian Oil Inc. 

Objective Formation: Blanco/MV 

County: 

Supplement 

Date: 1V11/92 

DP No.: 

Region: Farmington 

San Juan State: New Mexico 

Addendum API Well Type 

Authorized Total Depth(Feet): 5900' 

Project Description: Drill, complete, and equip a Mesaverde infill well. 

Estimated Start Date: 
Estimated Completion Date: 

1st Qtr 1993 
1st Qtr 1993 

Prepared By: J . D. Falconi 

GROSS WELL COST DATA 

Drilling Workover/ Construction/ 
Dry Hole Suspended Completion Facility Total 

Days: 10 6 4 20 
This AFE: $225,100 $207,700 $136,800 $569,600 

Prior AFEs: 

Total Costs: $ $225,100 $207,700 $136,800 $569,600 

JOINT INTEREST OWNERS 

Company: 

MERIDIAN OIL INC: 
Others: 
AFE TOTAL: 

Working Interest 
Percent 

37.500000% 
62.500000% 
100.00000% 

Dry Hole $ 

$ 

Completed $ 

$213JB00 
$356.000 
$569,600 

MERIDIAN OIL APPROVAL 

Recommended: (j^JUbL Date: u/frt/Vi Recommended: ^ 2 D a t e : j j l ^ f l . 

Recommended: ^ 3 3 J r C ^ C - Date: Approved: f ^ ^ ^ c d ^ ^ - ^ Date: 
Title: VP ReqionaTOperations 

PARTNER APPROVAL 

Company Name: 

Authorized By: Date: 

Title: 



MERIDIAN OIL - DRILLING WELL COST ESTIMATE 

Well Name: Seymour #7A By: E. R. Bauer 10/28/92 
Location: SE/4-23-31-09 Approved By: H 
Cty, State: San Juan County, NM AFE Type: 01 Development 
F i e l d : Blanco Mesaverde Proposed TD: 5900 ' 
Formation: Mesaverde I n t e r . TD: 3550 ' 

T o t a l Days: 1 0 
ACCT AFE NOMENCLATURE " SUSPENDED 
248 INTANGIBLE DRILLING COST 
-02 Environmental Studies 1,500 
-03 Location and Roads Con s t r u c t i o n 15,000 
-05 Move I n , Move Out 0 
-06 Contractor Fees - Footage— 5900 ft§ $ 10.50 62,000 
-07 Contractor Fees - Daywork— 2 days© $ 4200 8,400 
-09 D r i l l i n g F l u i d s 
-10 Gas and A i r D r i l l i n g 7,400 
-16 Water 
-17 B i t s 
-18 Primary Cementing 2 stage cement 20,000 

* Standard Cementing Program 
-20 Mud Logging 
-21 W i r e l i n e Logging Int.TD-TD: DIL/LDT/TEMP 15,000 

* s u r f a c e - I n t TD: CNL/GR 
-22 Coring and Analy s i s 0 
-2 4 BOP and Wellhead Rentals 
-25 D r i l l and Workstring Rentals 
-28 Other Rentals 2,000 
-29 Trucking and T r a n s p o r t a t i o n 2,500 
-33 Tubular I n s p e c t i o n 6,800 
-37 Swabbing and Co i l e d Tubing 0 
-43 Consultants 0 
-45 Roustabout and Contract Labor 1,000 
-46 Miscellaneous 2,000 
-7 2 Company Supervision and Overhead 7,500 

TOTAL INTANGIBLE DRILLING COST 151,100 

-80 Casing (COPAS P r i c e ) 65,200 
200 f t 9 5/8" - 36.0# HC80 LTC $22.85 / f t 

3550 f t 7" - 20.Off K55 LTC @ $12.34 / f t 
2500 f t 4 1/2M-10.5# K55 STC $6.72 / f t 

-84 Casing/Liner Equipment 4,300 
-86 Wellhead Equipment 4,500 

TOTAL TANGIBLE DRILLING COST 74,000 

TOTAL DRILLING COST ESTIMATE 225,100 



Mer id i an O i l , Inc. 

C o m p l e t i o n / W o r k o v e r C o s t Es t ima te 
Well Name: Seymour #7A Prepared By: JBK 
Location: SE/4 Section 23, 31N-9W Date: 11/10/fl2 
Well Type: Mesaverde Infill Approved By: ^ffN 
AFE Type: Development Drilling - 01 Date: ^^J/^n 

Intangible Costs LZ 
Account Estimated 
Number Estimated Days: 6 Cost 

0 3 ,c?n,^ ry.ff.i0.!?,,̂ ??.̂ ,M,̂ n,t.ef?.a,n.?.e, 3,.9£°_. 
0 4 ,,fMrf̂ ?.?.B'?B.?,̂ .l9.n,. " ZZ 2,600 
05 Move-in, Move-out _ 7 j566 
07 i-iix̂ ^ zzzzzzzzz \ _~ 

Drilling Fluid Systems 
09 Liquids ____ _ 
10 Gas and Air^riJIng m "™ Z '. ZZZ"'ZZZZZZZ" ZZ ZZ" E¥§9... 
11 Processing and Maintenace Equipment 
12 Fluids andi Chemicals^ Special _ 
17 ll i^jMs,"scraJefy Z Z Z Z Z Z Z Z Z I Z .L.9.9P. 
18 Primaryjcement 
1 9 .B.?!T.?l!?j.2e!I)enX „ _„ 
21 Open Hole LoggmgS^ervices ____ 
23 "Fuel/EiecTricity ~ ~ Z Z Z Z Z Z — . Z . Z . " I ? 0 

2 4 JojZ?'?..̂ ^ „ '. ...ZZZZZZ .. 
25 j p l i i i f t ^ ^ " . . " "I99. 
27 tank; Rentals"anTfrai^portaTio^""™"l2~x4^b"| ib l lanKS _ 7,200 
2 8 " o V n ' e T ' R e ^ a r " " " ' "'" " " "ZZZZZZZ" " ' " " " "" " Z " " 2 "^" Q 0 

2 9 Ẑ G5E9î !5LZZZ "ZZ ZZZ". ZZ, ZZ' ZZ X.959. 
30 Disposal Service (Offsite) _ _ 
3 3 Xy.iyi§rj.Q^R?iii9.n „ „ „ 
3 4 Cased Hole' s ^ Z Z Z Z Z Z Z Z Z - _ 19.\9£9. 
36 Production Testing _ 
37 Svvabbirjg^and/orpoiied Tubing " 0 days at $7|6/day _ _ 0 
38 lHi^IP°Zi ™Z" ZZ ZI Z Z ZZZZZZZZZZZZZZZZZZ. ZZZZZ.1:^9.9.. 
3 9 'FriaffM .̂..ZZ....Z!Z ZZZ" ZZ "" ~ " '""ZZZZZZZZZZZZ,.,Z"'..." 
40 C a s ' D J ? C r e w s a n ^ Laydown 
4 3 !ls^yM !̂M^S5ZZIZZZZ ZZZZZZZZZZZZZZZZZIZZZZZZZZ ZZZZZZ4$?J[ 
45 Contract Labor " _ _ 
4 9 ZllfiOl^ ZZZZZZZiMC 
7 2 . . ^ . . " i p ^ „ 

Contingen " " 7 Z Z 8 3^L 
Tota l I n t a n g i b l e s 176,600 

T a n g i b l e C o s t s 

80 Casing 
8 1 Ẑ inaIri"TE?Î  ZZZZZII3-8^ 
82 Packers, Bridge Plugs and Screens 
84 Casing/Liner Equipment 
85 Tubing Equipment _ 800 
86 Wellhead - Equipment and Tree " " 6 - 5 0 0 

To ta l T a n g i b l e s 31,100 

To ta l C o m p l e t i o n Cos t 207,700 



Meridian Oil , Inc. 

Faci l i t ies C o s t Est imate 

Name: 
Loc: 
Type: 
AFE: 

Acct# 

Seymour #7A 
SE/4 Section 23, 31N-9W 
Mesaverde Infill 
Development Drilling - 01 

Preparer: 
Date: 
Approved: 
Date: 

Tangible Facility Costs 
Est. 
Cost 

Jay Knaebel 
11/10/92/' 

Act. 
Cost 

2 
8 

27 
28 
29 
31 
32 
33 
34 
36 
39 
44 
47 
48 
49 
50 
51 
53 
54 
55 
57 
73 
81 
82 
83 
85 
86 
96 

Contract Labor 
Location, Roads and Canals 
Separators Fired 
Gas Sweetening Equipment 
Pumping Unit 
Prime Mover 
Tanks and Pits (fiberglass pits and 2x300 bbl tanks) 
Metering Equipment ajndJTelernetry 
Flow lines 
Buildings 
Piping yalyes^nd Fittmgs 
Eng?Lap7fec^_Sejrvjces 

P r̂ppr.63?.?̂ .̂?' 
Equipment Rental', 
Catnodic^rotection 
Right of Way^Suryey, Archy 
Minor Pipelines 
Surface Pumps __. . 
Electrical_ Accessories and_UHIjty Hookup 
Misc. Facility_Expense 
Putting Unit Costs" 
Freight/Transportation 
Tubing 

Downhole Pumps 
Other S u ^ 
Artifidai Uft^W 
Dehydration Unit 

5600 feet 

12,000 _ 

13,000" 

25,000" 
12,000" 
9,000' 
7,500" 
3,000^ 

6,000" 

7,000 
1,000' 
6,000" 

1,000 
1,800" 
2,000" 

5,400" 
2,500" 
1,000' 
2,000' 

13,000' 

Contingency Cost (5%) 6,600 

Total Facilities $136,800 



SEYMOUR # 7A 
SECTION 23-31N-9W 



March 19, 1993 

NM-744529, NM-750381 (TPI) 
SAK JUAN COUNTY. NEW MEXICO 
E/2-SECTION 23-31N-9W 
OPERATING AGREEMENT - SEYMOUR #7A 

Meridian Oil Inc. 
P.O. Box 4289 
Farmington, New Mexico 87499-4289 

Attention: Mr. Alan Alexander 

Gentlemen: 

Upon review of Meridian's proposed Operating Agreement for the captioned well, Texaco 
respectfully requests the following revisions to said agreement: 

(1) Article III.D. - Do not delete lines 37-39 
(2) Article VI.A. - Insert depth of proposed well 
(3) Exhibit "A" - Include oil and gas leases subject to O/A 
(4) COPAS-Article I I I . 1 .Hi. - "shall" be covered by overhead rates should be inserted instead of 

"shall not" 
(5) Exhibit "D". Page 3 - Delete paragraph regarding the furnishing of Certificates of Insurance 
(6) Exhibit "E" - Meridian's form is being reviewed (requested changes may follow) 

Thank you for your consideration of the above revisions. Should you have any questions regarding 
same, please advise. 

Yours very truly, 

TEXACO EXPLORATION AND PRODUCTION INC 

Chuck Snure 
West Region Landman 

CAS:bw 

J 3 A 

OFFICIAL SPONSOR 
OF THE 1992 

U.S. OLYMPIC TEAM 



MERIDIAN ®0L 
April 12. 1993 

Doyle Hartman 
P.O. Box 10426 
Midland, TX 79702 

Williams Production Company 
P.O. Box 58900 
Salt Lake City, UT 84158-0900 

Texaco Exploration & Producing Inc. 
P.O. Box 46555 
Denver, CO 80201-6555 

RE: Seymour #7A Well 
Mesaverde Formation 
425' FSL, 790' FEL 
Section 23-T31N-R9W 
San Juan Countv, New Mexico 

* 7 

Gentlemen: 

Under cover dated January 27, 1993, Meridian Oil Inc. forwarded for your execution a Letter 
Agreement, Joint Operating Agreement (JOA), and an Authority for Expenditure (AFE) covering 
the captioned well. As of this date, according to our records, Meridian has not received (except 
for Texaco's partial comments on the JOA) the executed Letter Agreement, two signature pages 
to the JOA, and AFE. I f you agree with our proposal, please execute and return same as soon as 
possible. 

I f you have any questions in this regard or need any additional information, please contact the 
undersigned. 

AA:11 
ID:aaapr/3 
NM-9435 

Meridian Oil Inc.. 3535 East 30th St.. P.O. Box 4289. Farmington. New Mexico 87499-4289. Telephone 505-326-9700 

Very truly yours. 

Alan Alexander 
Senior Land Advisor 



MERIDIAN ©UL 
September 2, 1993 

Texaco Inc. 
Attn: Chuck Snure 
P.O. Box 2100 
Denver, CO 80201-2100 

Williams Production Company 
Attn: Mr. Vein Hansen 
P.O. Box 58900 
Salt Lake City, UT 84158-0900 

Under cover dated April 12, 1993, Meridian Oil Inc. forwarded for your execution a Letter 
Agreement, Joint Operating Agreement (JOA), and an Authority for Expenditure (AFE) on the 
captioned well. As of this date, according to our records, Meridian has not received your 
approval or executed documents. If you agree with our proposal, please execute same and return 
as soon as possible. 

If you have any questions in this regard, please contact the undersigned. 

RE: Seymour #7A Well 
Mesaverde Formation 
425TSL, 790' FEL 
Section 23-T31N-R9W 
San Juan County, New Mexico 

Gentlemen: 

Very truly yours. 

Alan Alexander 
Senior Land Advisor 

AA:11 
NM-9435 

Meridian Oil tnc . 3535 East 30th St.. P O. Box 4289. Farmington. New Mexico 87499-4289. Teleohone 505-326-9700 



MERIDIAN ©QL 

September 2, 1993 

FEDERAL EXPRESS 

Mr. Allen Smith 
3811 Turtle Creek Blvd. 
Suite 730 
Dallas, TX 75219 

RE: Seymour #7 A Well 
Mesaverde Formation 
425TSL, 790' FEL 
Section 23-T31N-R9W 
San Juan County, New Mexico 

Dear Mr. Smith: 

Under cover dated April 12, 1993, Meridian Oil Inc. forwarded a Letter Agreement, Joint 
Operating Agreement (JOA), and an Authority for Expenditure (AFE) on the captioned well to 
Doyle Hartman in Midland. As of this date, according to our records, Meridian has not received 
your approval or executed documents. Carolyn Sebastian of Mr. Hartman's office has requested 
that Meridian forward same for your handling. I f you agree with our proposal, please execute and 
return a Letter Agreement, two signature pages to the JOA and an AFE. 

If you have any questions in this regard, please contact the undersigned at (505) 326-9757. 

Very truly yours, 

Alan Alexander 
Senior Land Advisor 

AA:11 
Enclosure 
NM-9435 

Meridian Oil Inc.. 3535 East 30th SU-PO. 8ox 4289. Farmington. New Mexico 87499':4289. Telephone 505-326-9700 



Uf 
erncr 

2 sff 13» 

September 30, 1993 

Meridian Oil Inc. 
Attn: Mr. Alan Alexander 
P. 0. Box 4289 
Farmington, NM 87499-4289 

Re: Seymour #7 A 
Proposed Mesaverde Completion 
San Juan County, NM 

Dear Mr. Alexander: 

The subject well does not meet Texaco's minimum economics. 

If you have any questions, please do not hesitate to contact us. 

Very truly yours, 

R. H. Koemer 

S. R. Meek 
Account Manager 
(303) 793-4468 

SRM.msk 

cc: C. A. Snure - Denver 



MERIDIAN ©UL 
* Siihsidian- ,11 BURUNGTON RESOURCES 

Certified, Return Receipt Requested October 31, 1995 

Four Star Oil & Gas Company 
Attn: Mr. Chuck Snure 
P.O. Box 46555 
Denver, CO 80201 

Williams Production Company 
Attn: Mr. Vera Hansen 
One Williams Center 
P.O. Box 3102 
Tulsa, OK 74101 

Mr. Doyle Hartman 
P. O. Box 10426 
Midland, TX 79702 

RE: SEYMOUR #7A WELL 
(MESAVERDE NEW DRILL) 
SE/4 SE/4 SECTION 23, T31N, R9W 
SAN JUAN COUNTY, NEW MEXICO 

Gentlemen: 

By letter dated January 27, 1993, a proposal for a Mesaverde new drill was sent to you. To date, according to our 
records, Williams Production Company is the only owner that has approved the drilling of said well. This well has 
not yet been drilled and we would like to proceed with the drilling of this well in late December, 1995 or the first 
quarter of 1996. 

Enclosed for your execution is an updated Joint Operating Agreement (JOA) and Authority for Expenditure (AFE) 
for the captioned well. The JOA will supersede the previous JOA that was forwarded to you for your approval and 
execution with the January 27, 1993, letter. Meridian, again, respectfully requests that Four Star Oil & Gas 
Company and Doyle Hartman elect to either participate or go non-consent (per Article XV. C of the JOA) in the 
well. We are asking that Williams re-execute the JOA in as much as a significant delay has occurred in the 
drilling of this well. If we do not receive an election to participate or non-consent, we will begin force pooling 
proceedings in December, 1995. 

Also enclosed, for your information and files, is a nine-section land plat If the JOA and AFE meets with your 
approval, please return one (1) copy of this letter, AFE and signature page of JOA to me as soon as possible. 

If you have any questions in this regard, please don't hesitate to call the undersigned at (505) 326-9757. 

Very truly yours. 

Alan Alexander 
Senior Land Advisor 

AA/cj 
xc: NM-9435 

Tom Kellahin 

The undersigned hereby approves this 
the drilling of the Seymour #7A well. 

day of 1995, 

NAME: 

TTTLE: 

COMPANY: 

P.O. Box 4289. Farmington, New Mexico 87499-4289, Telephone 505-326-9700. Fax 505-326-9833 
3535 East 30th St.. 87402-8891 
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AFE No. 

MERIDIAN OIL INC. 
Farmington Region 

Post Office Box 4289 
Farmington, New Mexico, 87499 

(505) 326-9700 

AUTHORITY FOR EXPENDITURE 

Property Number 071252300 Date: 8/18/95 

Lease/Well Name: Seymour 7A DP Number 25791A 

Field Prospect: Blanco Mesaverde Operator Meridian Oil Inc. 

Location: Unit P. SE/4, SE/4, 23-031N-009W County: San Juan 

Region: Farmington 

State: NM 

AFE Type: Type 01-Cap. New Drill Original: X Supplement: Addendum: API Well Type: 

Objective Formation: Mesaverde Authorized Total Depth (Feet): 

Project Description: Mesaverde New Drill 

Estimated Start Date: 1st Qtr 1996 
Prepared By: N. Keeler 

Estimated Completion Date: 1st Qtr 1996 

Drilling 

GROSS WELL DATA 

Workover/ Construction 
Dry Hole Suspended Completion Facility Total 

Days: 9 7 0 16 
This AFE: $214,819 $247,034 $63,000 $524,853 

Prior AFEs: $0 

TOTAL COSTS: $0 $214,819 $247,034 $0 $524,853 

JOINT INTEREST OWNERS 

Company: 
Meridian Oil Inc. 

Trust: 
Others: 

AFE TOTAL: 

Working Interest 
Percent 
37.50% 
0.00% 
62.50% 
100.00% 

Dry Hole $ 

$0 

Completed $ 
$196,820 

$0 
$328,033 
$524,853 

Approved: J ^ ^ ^ ^ ^ J ^ ) 
Title: yProduction EngineeT 

Approved: (Tlffe^i^- 1C-

MERIDIAN OIL INC. APPROVAL 
<Z/f#/<1£- Approved.^Z^ M^y. 

Date/ ' Titlffj3eologisju^ y Date: Y/z* 

Title: Reservoir Engineer 
Approved 

Date: WZT/lg- Title: Land Date: "2i j£F^ 

PARTNER APPROVAL 

Company Name: Date: 

Authorized By: Title: 



MERIDIAN OIL - DRILLING WELL COST ESTIMATE 
Well Name: Seymour #7 A Prepared By: F.A. Seidel^ 
Location: 23-31N-9W Date: 8/\7^^ U 
Cty. State: San Juan. NM Approved By. TriC-Pf 
Field: Blanco MV AFE Type: 01 
Formation: MV Total Days: 9 
Proposed TD. 5630 • Area Team: 4/5 Inter. TD: 3228 1 Est Cst/Ft $38.16 
Comments: 
T3RLTT752 INI ANUIBLL DRILLING CUH I COST 

02 Location/Roads - Pre-Construction $1,500 
03 Location/Roads - Construction & Maintenance. $14,000 
04 Location/Roads - Surface & Restoration $0 
05 Move in/Move out „ $0 
06 Contractor Fees - Footage 5630 ft @ $ 12 per ft . $67,560 
07 Contractor Fees - Daywork. T days@$ VJUU per day $10,400 
08 Fire & Safety Equip $0 
09 Drilling Fluid Systems - Liquids $0 
10 Gas & Air Drilling 9 days@$ 1550 avgperday $13,950 
11 Drilling Fluid Systems-Processing Equip — $0 
12 Speciality Fluids & Chemicais... $0 
14 Satt/Brine Water. $0 
15 Onsite Fluid Disposal Services, *0 
16 Freshwater $2,500 
17 Bits $0 
18 Primary Cementing „ $17,500 
19 Remedial Cementing $0 
20 Mud Logging „ $3,500 
21 Wireline Logging - Open Hole 2 Logging Runs at Inter and TD $16,500 
22 Coring & Analysis 50 
23 Fuel/Electricity. „ $1,600 
24 BOP & Wellhead Rentals (Surface) $0 
25 Drill/Work String Rentals $0 
26 Fishing Tool Rentals .'. $0 
27 Tank Rentals $0 
28 Other Rentals $1,000 
29 Transportation „ ... $2,500 
30 Offsite Disposal Services $0 
31 Drill Stem Tests $0 
32 Directional Services. $0 
33 Tubular Inspection & Repair. $1.500 
34 Cased Hole Services. $0 
36 Production Testing .. $0 
37 Swabbing, Coiled Tubing, & Snubbing $0 
38 Stimulation $0 
39 Fracturing .. $0 
40 Casing Crews & Laydown $0 
41 Gravel Pack/Sand Control „ $0 
43 Consultants _ $3,600 
44 Engineenng/Lab/Technical Contract Services $0 
45 Roustabout Labor $1,000 
46 Miscellaneous $0 
48 Communication Systems $0 
49 Packer Rental $0 
50 Pumping Charges - Other $0 
62 Environmental Compliance (Assessment) $500 
63 Environmental Compliance (Remediation) $0 
72 Company Supervision & Overhead $3,600 

TOTAL INTANGIBLE DRILLING COST $162,710 
TANGIBLE DRILLING COST 

80 Casing (COPAS Price) 
250 FT 95/8 • 36.0 # K55 $ $15.68 /ft $3,920 

3228 FT 7 20 # K55 $ $9.01 /ft $29,084 
2552 FT 41/2" 10.5 # K55 $ $4.90 /ft $12,505 

FT " * $ /ft $0 
81 Tubing (COPAS Price) 

FT " # $ /ft $0 
FT " # $ /ft $0 
FT " # $ /ft $0 

82 Packers, Screens, & Bridge Plugs $0 
84 Casing/Liner Equipment $3,600 
85 Tubing Equipment $0 
86 Wellhead Equip & Xmas Tree $3,000 

TOTAL TANGIBLE DRILLING COST $62,109 
TOTAL DRILLING COST ESTIMATE . $214319 



Meridian Oil Inc. 

Complet ion Estimate 

WeU Name: 

Location: 

AFE Typo: 

Formation: 

Seymour 07 A 

SE/4 Section 23. T31N-R9W 

Development Prilling / 01 

Mesavorae 

Prepared By: 

Data: 

Approved By: 

Data: 

TJM 
8J11/9S 

Intangible Costa 

Estimated Days: 7 Total 
Account Mesaverde Estimated 
Number Cost Cost 

249 
02 Location. Roads or Canals 0 
03 Construction and Maintenance 1,650 1.650 
04 Surface Restoration 1.500 1,500 
OS Move-in. Move-out 8.000 8.000 
OS Fees of Contractor • Footage 0 
07 Fees of Contractor • Daywork 29.400 29.400 
08 Fire and Safety EQUIP. 0 
09 •rilling Fluid System - liquids 0 
10 Gas and Air Drilling 10.750 10.750 
11 Processing and Maintenance Equipment 0 
12 Specialty Fluids and Chemicals 5,500 5.500 
14 San/Brine Water 0 
IS Onsite Disposal Svc 0 
16 Freshwater 8.800 8.800 
17 Bits 1.200 1.200 
18 Primary Cement & Svcs 0 
19 Remedial Cementing 0 
20 Mud Logging 0 
21 Wireline Logging-Open Hole 0 
22 Coring and Analysis 0 
23 Fuel/Electricity 2.520 2.520 
24 BOP & Wellhead Rentals!Surface) 0 
25 Drill Work String Rentals (Surface) 500 500 
26 Fishing Tool Rentals 0 
27 Tank Rentals 3.150 3.150 
28 Other Rental 2.000 2.000 
29 Transportation SOO 500 
30 Offsite Oisoosal Service 0 
31 Dnfl Stem Tests 0 
32 Directional Svc 0 
33 Tubular Inspection 0 
34 Cased Hole Services 8.000 8.000 
36 Production Testing 0 
37 Swabbing & Coiled Tubing 0 
38 Stimulation 2.000 2.000 
39 Fracturing 115.000 115.000 
40 Casing Crews and Laydown 0 
41 Gravel Pack/Sand Control 0 
42 BOP Testing 0 
43 Consultants 3.150 3.150 
44 Technical Contract Svc 0 
45 Roustabout Labor 250 250 
46 Miscellaneous 0 
48 Communication Systems 0 
49 Packer Rental 5.000 5.000 
50 Pumping Charges 0 
60 Oper. Owned Equip/Facilities 0 
82 Env. Comouance-Assessmem 0 
63 Env. Compliance (Remediation) 0 
85 Company Vehicles 0 
68 Direct Labor 0 
69 Benefits 0 
70 Payroll Taxes and Insurance 0 
72 Overhead (Contingency S%) 11,764 11.764 
74 Employee Exoense 0 
79 Employee Meals 0 

Total Intangibles 220.83* 0 220.634 
Tangible Costs 

80 Casing 0 
81 Tubing and Tiebacks 18.600 18.600 
82 Packers and Bridge Plugs 0 
84 Casing/Liner Equipment 0 
85 Tubing Equipment 1.100 1.100 
86 Wellhead Equipment & Tree 6.700 6.700 

Total Tangible 26.400 26,400 

Total Complet ion Cost 247.034 



Meridian Oil Inc. 
Facilities Estimate 

Well Name: 
Location: 

SEYMOUR 7A 
SW/4. 

Prepared By: 
Date: 

G. L OSBORNE JfjfQ 
8/15/95 

AFE Type: NEW DRILL Approved By: 
Formation: MESAVERDE Date: 

Tangible Costs 

Account 
Estimated Days: 

FacOio'es 
Total 

Estimated 
Number Cost Cost Cost 

247 
02 Labor-Contract. Roustabout. Consultants 8,000 8.000 
03 Company Vehicles 0 
08 Location. Roads & Canals 0 
12 Overhead 0 
17 Damages, Property Losses 0 
20 Equip. Coating and Insulation 0 
26 SWD Filtering 0 
27 Separators 18,000 18,000 

Evaporator 0 
29 Pumping Units 0 
31 Prime Mover 0 
32 Tanks 8,500 8,500 
33 Metering Equipment 0 
34 Flow Line 0 
36 Building 0 
39 Flowlines. Piping, Valves & Fittings 7,500 7.500 
43 Safety 0 
44 Technical Contract Svc. 0 
47 Rental Compressors & Maintenance 0 
48 Rental Equipment 0 
49 Cathodic Protection 12,000 12,000 
50 Right Of Way 0 
51 Minor Pipelines 0 
53 Surface Pumps (chemical) 0 
54 Electrical Accessories 0 
55 Miscellaneous-Facility Expense 1.000 1,000 
57 Pulling Unit Costs 0 
60 Oper. Owned Equip/Facilities 0 
62 Env. Compliance-Assessment 0 
63 Env. Compliance (Remediation) 0 
68 Direct Labor 0 
69 Benefits 0 
70 Payroll Taxes and Insurance 0 
72 Overhead (Contingency 5%) 3,000 3,000 
81 Tubing 0 
82 Rods 0 
83 Downhole Pumps 0 
84 Alternative Artificial Lift Equip. 0 
86 Convent Artificial Lift Wellhead Equip. 5,000 5,000 
88 Communication Systems 0 
95 Employee Meals 0 
96 Gas Dehydrator 0 

Total Facility Cost 0 63,000 63,000 



Texaco Exploration 
and Production Inc 
Denver Oivision 

P O Box 2100 
Denver CO 30201 
460 i DTC Boulevard 
Oenver CO 80237 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

November 21 .1995 

Meridian Oil. Inc. 
P.O. Box 4289 
Farmington, New Mexico 87499-4289 

Attention: Mr. Alan Alexander 

NM744529. NM750381 
E/2-Section 23-31N-9W 
San Juan County, New Mexico 
Proposed Seymour #7A Well 

Dear Alan, 

Four Star Oil a n d Gas Company is in receipt of Meridian's appl icat ion for compulsory pooling 
da ted November 8, 1995 (received November 13, 1995) covering the cap t ioned well. 
Additionally, Four Star Oil and Gas Company is in receipt of Meridian's proposal da ted 
October 31, 1995 (received November 6. 1995) for the drilling of said well. 

As you are aware. Meridian originally proposed this well on January 27, 1993. Texaco 
responded on March 19, 1993 with requested changes to the proposed Operat ing Agreement 
as presented by Meridian. Meridian, following up with their letter of April 12. 1993, asked for a 
response from all parties a n d only mentioned the fact that Texaco had requested changes to 
the Operating Agreement. The requested changes to the Operat ing Agreement were never 
addressed. Once aga in , on September 2, 1993, Meridian requested a response from all parties. 
Texaco responded on September 30, 1993 indicating that at that time, this well d id not meet 
Texaco's economic requirements. Please note that our files do not indicate Meridian 
at tempted to discuss a farmout. trade or sale pursuant to Texaco's decision not to part icipate 
in the drilling of said well. 

Four Star Oil and Gas Company (successor in interest to Texaco) has recently received 
Meridian's "new" proposal da ted October 31, 1995. Once again, it should be noted that none 
of the changes to the Operat ing Agreement originally requested by Texaco in 1993 have been 
addressed. 

Although Four Star Oil and Gas Company appreciates the fact that Meridian wishes to drill this 
well in a timely manner, you should be aware that Four Star Oil and Gas Company is currently 
evaluating this new proposal and that Four Star Oil and Gas Company intends to respond in a 
timely manner. However, the fact that Meridian has chosen to initiate compulsory pooling 



Meridian Oil, Inc. 
November 21, 1995 
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proceedings immediately after sending out their new proposal without attempting to contact 
all parties (except for the proposal dated October 31. 1995). only works to undermine the 
cooperation needed for all parties involved. In fact, it appears that pursuant to that certain 
Operating Agreement dated April 10. 1953 governing all operations on this property (E/2 of 
Section 23-31N-9W. San Juan County, New Mexico as to the Mesaverde formation). Meridian is 
precluded from force pooling any party subject to said agreement. Unless amended, 
modified or terminated by the mutual consent of all parties and as long as the 
Communitization Agreement covering this property remains in force and effect, the 1953 
Operating Agreement shall continue to govern all operations on this property. 

Four Star Oil and Gas Company does not recognize Meridian's application for compulsory 
pooling as being valid. Please feel free to furnish Four Star Oil and Gas Company with 
documentation in support of your position should you not be in agreement with the 
aforementioned facts. 

Yours very truly, 

£jA^&v** 
Chuck Snure 

Rocky Mountain Business Unit 

CAS:bw 
cc: William J. LeMay. Director 

Oil Conservation Division 
2040 S. Pacheco 
Santa Fe, New Mexico 87505 

W. Thomas Kellahin 
Kellahin and Kellahin 
P.O. Box 2265 
Santa Fe. New Mexico 87504-2265 

Williams Production Company 
P.O. Box 58900 

Salt Lake City. Utah 84158-0900 

Doyle Hartman 
3811 Turtle Creek Blvd.. Suite 730 
Dallas. Texas 75219 



MERIDIAN ©OL 
A Sitbuduin t,i aL'MJtSGTON RESOURCES 

December 1, 1995 

Four Star Oil & Gas Company 
Attn: Chuck Snure 
P. O.. Box 46555 
Denver, CO 80201 

RE: Seymour #7 A Well 
SE SE Sec 23, T31N, R9W 
San Juan County, New Mexico 

Dear Chuck: 

In your letter dated November 21,1995, you addressed two main issues concerning the drilling of 
the referenced well. The first issue relates to our original proposal to drill the Seymour #7A well 
under a new joint operating agreement submitted to the working interest owners under cover 
letter dated January 27, 1993. As you were aware, Meridian was at that time considering your 
suggested changes to the Operating Agreement. In your letter dated March 19, 1993, which 
suggested certain changes (numbered 1 thru 6), you also indicated you were considering other 
changes (refer to item number 6) and you would advise Meridian as to same at a later date. Since 
both Meridian and Williams Production Company had executed the agreement with no changes 
and Mr. Hartman would not respond in any fashion, we were waiting on both Texaco and 
Hartman before responding to any changes. In your letter dated September 30, 1995, you 
informed Meridian that our project did not meet Texaco's economic guidelines and I assumed that 
meant Texaco did not wish to join in the drilling of this infill well. Since Texaco was not going to 
join in this well (i.e. not execute the JOA) the requested changes by Texaco became moot. 

The second point raised in your letter concerned the April 10, 1953, joint operating agreement. 
This agreement covered the drilling and operation of the Seymour #7 well. Meridian supports 
Four Star's position that the 1953 agreement originally did cover all operations for a single well 
on the dedicated spacing unit. This fact changed on November 14, 1974 (refer to NMOCD Order 
R-1670-T) when the State of New Mexico changed the spacing rules for the Blanco Mesaverde 
Pool by allowing the drilling of infill wells. Since the spacing unit is no longer solely dedicated to 
the Seymour #7 well and the 1953 agreement never contemplated nor allows the drilling of an 
infill well, a new agreement is necessary. Meridian proposed to amend this agreement by offering 
a new joint operating agreement. You will notice that the joint operating agreement forwarded 
under cover letter dated October 31, 1995, does allow for an owner to non-consent the initial well 
(Seymour #7A) and i f Four Star would like to non-consent or join in this well under the 
agreement, we would once again be willing to consider changes to the proposed agreement. 
Meridian would in fact encourage Four Star's execution (joinder or non-consent) of the 
agreement since that is preferable to an election under a force pooling order. Although not our 
normal procedure, i f Four Star is interested in selling or farming out its interest we would 
consider such a proposal. 

P.O. Box 4289. Farmington. New Mexico 87499-4289. Telephone 505-326-9700, Fax 505-326-9833 
3535 East 30!h St.. 87402-8891 



Four Star Oil & Gas Co. 
Attn: Chuck Snure 
Dec. 1. 1995 
Page 2 

If you have any further questions concerning the drilling of this well, please don't hesitate to 
contact the undersigned at (505) 326-9760. 

Very truly yours, 

AA/cj 
NM-9435 

xc: Tom Ke&ihin 



WILLIAMS PRODUCTION COMPANYMW 
Offe OP THE MU.IAMS COMPANIES, INC jmWMf'% 

PROD-0-014-96 

JANUARY 11,1996 

Meridian Oil Inc. 
ATTN: Alan Alexander 
P.O. Box 4289 
Farmington, NM 87499-4289 

Re: Seymour #7A Well 
SE/4SE/4 Sec. 23, T3 IN, R9W 
San Juan County, New Mexico 

Dear Mr. Alexander, 

To Follow up our telephone conversation, Williams Production Company agrees with Meridian that 
the April 10,1953 operating agreement for the Seymour #7 well does not cover subsequent drilling 
operations and a new Joint Operating Agreement is needed for the drilling ofthe Seymour #7A well. 
Williams Also agrees that if all Working Interest Owners will not execute a new Joint Operating 
Agreement for the drilling ofthe Seymour #7A well then Meridian should force pool the non-joining 
parties. 

Sincerely, 

Vera Hansen 
Senior Landman 

cc: Darrell Gillen 

file: Seymour #7A 

One Williams Center • P.O.Box 3102 • Tulsa, Oklahoma 74101 
(918)588-4592 
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-• .. . V>STATE OF NEW MEXICO • • ̂  
Ets. T AND MINERALS DEPARTMENT 

OjnCi CONSERVATION DIVISION 

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

CASE NO. 8606 
Order No. R-8013 

APPLICATION OF DOYLE HARTMAN FOR 
SIMULTANEOUS DEDICATION AND 
COMPULSORY POOLING/ LEA COUNTY/ 
NEW MEXICO. 

ORDER OF. THE DIVISION 

BY THE DIVISION i 

This cause came on for hearing at 8 a.m. on July Z, 
1985/ at Santa Fe # New Mexico, before Examiner Gilbert P. 
Quintana. 

NOW., on this 20th day of August,' 1985, the Division 
Director/ having considered the testimony/ the record, and 
the recommendations of the Examiner/ and being'fully advised 
in the premises, 

FINDS THAT: 

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

(2) The applicant/ Doyle Hartman, seeks an order 
pooling a l l mineral interests from the surface to the base 
of the Jalmat Gas Pool underlying the NW/4 of Section 8, 
Township 24 South, Range 37 East, NMPM/ Lea County, New 
Mexico, forming a previously approved 160-acre non-standard 
spacing and proration unit in the Jalmat Gas Pool. 

(3) The applicant proposes to simultaneously dedicate 
said gas proration unit to his existing E. E. Jack Well No. 
1 located 1980 feet from the North line and 660 feet from 
the West line (Unit E) of said Section 8 and his proposed 
E. E. Jack Well No. 5 to be d r i l l e d at a standard location 
within said unit. 

(4) Marilyn A. Tarlton, interest owner in the subject 
proration unit and trustee of the surviving trustor's trust 
of the Lortscher Family Trust, dated Hnuawyr o<;j IOI 
has not agreed.to the d r i l l i n g of said E[7F!E. ffacJc-f/i 

OL30508 

EXHIBIT "F" 

OCT Z 3 1985 
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Case No. 8 60:;; " 
Order No. R-80u.-d 

(5) Evidence was presented showing that an operating 
agreement entitled, "Operating Agreement", dated January 
16, 1951, covering the subject unit area, was entered into 
by and between Howard Hogan, operator, and Charles T. 
Scott, Harold S. Russell, Herbert J . Schmitz, and F. D. 
Lortscher, non-operators. 

(6) Said operating agreement was modified December 
15, 1954, by an agreement entitled f "Modification of 
Operating Agreement" and was entered into by and between 
R. Olsen, operator, and the same non-operators in Finding 
No. (5) above< 

(7) The applicant/ Doyle Hartman, controls 66.667 
percent of the subject proration unit, including the t i t l e s 
of Howard Hogan, R. Olsen, Herbert J . Schmitz, and Charles 
T. Scott, J r . 

(8) Marilyn A. Tarlton controls the t i t l e of F. D. 
Lortscher, which i s 20 percent of the subject proration 
unit. 

(9) Ms. Tarlton contends that the applicant, other 
interest owners, and herself are governed by the operating 
agreements in Findings Nos. (5) arid (6) above, hereafter 
referred to as the "Agreements." 

(10) The "Agreements" have provisions for the d r i l l i n g 
of additional wells on the subject proration unit, including 
provisions for non-consent, d r i l l i n g risk penalties, d r i l l i n g 
supervision charges, and production supervision charges. 

• 

(11) The applicant failed to provide evidence to refute 
that the "Agreements" are not binding and do not govern the 
operation of the subject proration unit. 

(12) Because of a lack of evidence to the contrary, i t 
appears that the "Agreements" are current binding operating 
agreements for the subject proration unit, having provisions 
governing those issues to be addressed in compulsory pooling 
cases obviating the need for such a hearing in this case. 

(13) The compulsory pooling portion of this application 
should be denied. 

(14) The simultaneous dedication portion of this appli­
cation should be approved, provided the proposed new well 
i s d r i l l e d under the provisions of the "Agreements." 

0130509 



Case No. 86C/ • 
Order No. R-8U . 

IT IS THEREFORE ORDERED THAT; 

(1) The portion of the application of Doyle Hartman 
seeking an order/pooling a l l mineral interests from the 
surface to the base of the Jalmat Gas Pool underlying the 
NW/4 of Section 8, Township 24 South, Range 37 East, NMPM, 
Lea County, New Mexico, i s hereby denied. 

(2) The previously approved 160-acre non-standard 
gas proration ;unit, comprising the NW/4 of said Section 8, 
shall be simultaneously dedicated to the proposed E. E. Jack 
Well No. S and the applicant's E. E. Jack Well No. 1 located' 
in Unit E of said Section 8 provided the E. E. Jack Well No. 
5 i s d r i l l e d under the terms of the "Agreements." 

(3) J u r i s d i c t i o n of t h i s cause i s retained f o r the 
entry of such f u r t h e r orders as the Division may deem 
necessary. 

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

• . ' STATE OF NEW MEXICO 

R. L. STAMETS 
Director 

S E A L 

f d / 

0130510 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION CASE NO. 11294 
OF SANTA FE ENERGY RESOURCES, INC. 
FOR COMPULSORY POOLING, 
LEA COUNTY, NEW MEXICO 

MOTION TO DISMISS 

Comes now PHILLIPS PETROLEUM COMPANY ("Phillips"), by 

its attorneys, Kellahin and Kellahin, enters its appearance in this case as an 

interested party in opposition to the Applicant and moves the Division to 

dismiss this case because the Applicant, Santa Fe Energy Resources, Inc., 

has violated Section 70-2-17(C) NMSA (1978) by instituting an application 

for compulsory pooling for a spacing unit one-half of which is already 

committed to another spacing unit and by filing said application prior to 

proposing the well; 

And in Support States: 

(1) On February 3, 1995, Santa Fe Energy Resources, Inc. 
("Santa Fe") requested a term assignment of Phillips 
Petroleum Company's ("Phillips") interest in 480 acres in 
parts of Sections 21 and 27, T21S, R33E, NMPM, Lea 
County, New Mexico. 

(2) On March 28, 1995, Phillips responded it was not 
interested in assigning its 480-acre interest to Santa Fe. 

EXHIBIT "G" 



Phillips Petroleum Company 
Motion to Dismiss Case 11294 
Page 2 

(3) On April 28, 1995, Santa Fe proposed the voluntary 
formation of a five (5) section exploratory unit including 
Phillips' 480-acres with the initial unit well to be drilled on 
Phillips' acreage in the SW/4 of Section 27. See Exhibit "A". 

(4) However, at no time prior to May 9, 1995, did Santa Fe 
propose the formation of a single 320-acre gas spacing unit 
consisting of the W/2 Section 27 for a well other than as part 
of the five section exploratory unit or as part of a 480-acre 
assignment or farmout deal. 

(5) On Tuesday, May 9, 1995, counsel for Santa Fe filed a 
Compulsory Pooling Application with the Division seeking to 
pool the W/2 of Section 27 as a 320-acre Morrow formation 
gas spacing unit in which Santa Fe controls 25% (the 
N/2NW/4) and Phillips controls the remaining 75% See 
Exhibit "B" attached. 

(6) On Thursday, May 11, 1995, Santa Fe sent a letter to 
Phillips which is referenced "Abe Exploratory Unit" and in 
which Santa Fe again proposed the voluntary five section 
exploration unit or the inclusion of Phillips' interest as part of 
a multiple well program. 

(7) On that same day, May 11, 1995, Santa Fe also sent 
notice to Phillips that Santa Fe had filed with the Division a 
compulsory pooling application for the W/2 of Section 27, 
T21S, R33E, NMPM, Lea County, New Mexico. 

(8) The W/2 spacing unit for Section 27, for which Santa Fe 
seeks to have the Division issue a compulsory pooling order, 
is not available for pooling because the SW/4 of Section 27 
has already been consolidated on a 100 % voluntarily basis and 
dedicated to a S/2 spacing unit for the drilling of Phillips' 
Phillips State Well No. 1 in Unit (N). See Exhibit "C" 
attached. 
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WHEREFORE Phillips Petroleum Company requests that the 

Division Hearing Examiner grant this motion and dismiss Oil Conservation 

Division Case 11294 because: 

(a) The New Mexico "Statutory Unitization Act" (Section 70-
7-1 through 70-7-21 NMSA (1978) is available only for 
secondary recovery and pressure maintenance projects and 
cannot be used for exploratory units; 

(b) Section 70-2-17 NMSA (1978) is applicable only for those 
instances in which a spacing unit is available and the parties 
in that spacing unit cannot agree to pool their interests; 

(c) In this case, the S/2 of Section 27 is already committed 
on a voluntarily basis for a well and therefore SW/4 cannot 
be made the subject of a W/2 compulsory pool case without 
violating the provisions of Section 70-2-17 NMSA (1978); 

(d) Santa Fe filed its Compulsory Pooling Application prior 
to properly proposing the subject well as part of a single 
spacing unit; and 

(e) Contrary to the custom and practice before the Division 
and in violation of Section 70-2-17 (c) NMSA (1978), Santa 
Fe has instituted compulsory action against Phillips seeking to 
form a spacing unit which cannot be approved by compulsory 

W. Thomas Kellahin Reese B. Copeland, Esq. 
Kellahin & Kellahin Phillips Petroleum Company 
P. O. Box 2265 4001 Penbrook, Suite 216 
Santa Fe, New Mexico 87504 Odessa, Texas 79762-5972 
(505) 982-4285 



Phillips Petroleum Company 
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VERIFICATION 

State of Texas 

County of Midland 

) 
)S3. 

) 

Comes now James S. Weiin, being first duly sworn, upon his oath 
deposes and states: That he is the: Petroleum Land Manager for Phillips 
Petroleum Company, Odessa, Texas, that he has read the foregoing 
pleadings and know the contents thereof, and that the same is true and 
correct of tins own knowledge, information and belief. 

James S. Weiin 

SUBSCRIBED AND SWORN to before mc by James S. Weiin, who 
personally appeared before me this2£&ay of May, 1995. 

Notary Public 

My Commission Expires: flu-a . iq. 

Seal 

CERTIFICATE OF SERVICE 

I certify that a copy of this, pieadi 
counsel for applicant this 26th î 

itted by facsimile to 

W. Thomas KcUahin 
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William J. LeMay, Director 
Oil Conservation Division 
New Mexico Department of Energy, 
Minerals and Natural Resources 

2040 South Pacheco Street 
Santa Fe, New Mexico 87505 
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iANTA FE. NEW MEXICO 8/30-«-220a 
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OIL CONSERVATION DIVISION 

Re: Application of Santa Fe Energy Resources. Inc., for Compulsory Pooling, 
Lea County, New Mexico 

Dear Mr. LeMay: 

Enclosed in triplicate is the Application of Santa Fe Energy Resources. Inc., in the above-
rcfcrcnced case as well as a copy of a legal advertisement. Santa 5e Energy Resources, Inc. 
respectfully requests that this matter be piaccd on the docket for the June 1, 1995 Examiner 
hearings. 

Verv truly yours. 

TANYA M. TRUJILLO 
Enclosures 
cc: Jim Bruce 

Danita R. Walker 

EXHIBIT 
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OIL CONSERVATION DIVISION 
P.O. Box 2088 

Santa Fe, NM 87504-2088 

Revised February 10, 19 

InsrrucnocLi oa tu 
Submit to Appropriate District Off. 

State Lease - 6 Cop: 
Fee Lease - 5 Cop: 

AMENDED REPORT 

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE 
•OpoAior some aod M i m * 

Ulips Petroleum Company 
01 Penbrook Street 
essa, TX 797362 

I OGRID Nuxaber 

017643 
•OpoAior some aod M i m * 

Ulips Petroleum Company 
01 Penbrook Street 
essa, TX 797362 

> APT Number 
30-0 

* Property Code i Property Name 
PHILLIPS-STATE 

•WeflNufflbec 

1 
7 Surface Location 
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SE MUD ADDITIVES AS NEEDED FOR CONTROL. 
)P - SEE ATTACHED SCHEMATIC 

data on the pcMetft ptDdacnva zona and propoied new ptoaacthre 

1 atreby comfy that Iba itifoncauoa prea above u true and complete to CM be* 
my kaowledfe and belief. 

JJ / 
OIL CONSERVATION DIVISION 

Approved by: 

: L . n. SANDERS Title: 

PFfijn ATTtw <;PFTTAI TST 
Apptorei OmLmZ Expiration Dele: 

tie: Coodiooaa of Approval: 

15/18/95 915/368-1488 Attached • 
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SanU Fe. New Mexico 87504-2088 
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1UW - « C l f i n 

Ftr Lteee - 3 COPI«-» 

X AMENDED REPORT 
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STATE OF NEW MEXICO 
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 11294 
Order No. R-10383 

APPLICATION OF SANTA FE E N L K G Y 
RESOURCES INC. FOR COMPULSORY 
POOLING, LEA COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on June 1, 1995, at Santa Fe, New 
Mexico, before Examiner David R. Catanach. 

NOW, on this 2nd day of June, 1995, the Division Director, having considered the 
record and the recommendations of the Examiner, and being fully advised in the premises, 

The applicant's request for dismissal should be granted. 

TT IS THEREFORE ORDERED THAT: 

Case No. 11294 is hereby dismissed. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

S E A L 


