PALL W EATON
CONRAD E COFFIELD
HAROLD _ HENSLEY JR
STUART D SHANOR
ERIC O LANPHERE
C © MARTIN
RCBERT™ P TINNI!N, JR
MARSHALL G MARTIN
MASTON C COURTNEY*
DON (. PATTERSON®
DOUGLAS 1. LUNSFORD
NICHOLAS J. NOEDING
T CALDER EZZELL. JR
WILLIAM 8. BURFORD*
RICHARD £ OLSON
RICHARD R WILFONG®
THOMAS J MCBRIGE
NANCY § CUSACK
JEFFREY L FORNACIARI

HiNkLE, Cox, EaATON, COFFIELD & HENSLEY,

JEFFREY D HEWETT
JAMES BRUCE
JERRY F SHACKELFORD®
JEFFREY W HELLBERG*
WILLIAM F. COUNTISS®
MICHAEL J CANON
ALBERT L PITTS
THOMAS M HNASKO
JOHN C CHAMBERS*
GARY D COMPTON®
W H BRIAN, JR*
RUSSELL J BAILEY®

CHARLES R, WATSON. UR*

STEVEN O ARNOLD
THOMAS D. HAINES JUR
GREGCRY J NIBERT
FRED W SCHWENDIMANN
JAMES M HUDSON
JEFFREY 5 BAIRC®

Hand Delivered

Michael E.

L.L.P.
ATTORNEYS AT LAW
218 MONTEZ.JMA POST OFFICE BOX 20658
SANTA FE, NEW MEXICO 87504-206G8

(B05) 982 4554 FAX (505) 982-86223

LEWIS C COX JR (19241993}
“LARENCE E. HINKLE i90H985)

OF COUNSEL
2 M CALHOUN® JOE W WOOD
RICHARD L CAZZELL* RAY W RICHAROS*

40MAS £ HOOC®
IA NICHOLS JOHNSON
LEY K KOTOVSKY. UR

RESEL
STAN

MARGARE™ CARTER LUDEW'G
¢ BARRY PAISNER
VIYATT L BROOKS®
LAVIG M. RUSSELL®

ANDREW J. CLOUTIER
S1EPHANIE LANDRY
vRT E MOELLING®

TIANE FISHER
JLE P NEERKEN
W __IAM P SLATTERY
CHF STCPHER M MOODY
JOHI D PHILLIPS

GARY W LARSON
LiS& A SMITH®
NORMAN D Z'NART
DARREN T GRCCE®
MOLLY MCINTGSH
MARCIA B LINCOLN
SCOTT A SHUART*
PAUL G NASCN
AMY T WRIGHT"
BRADLEY G BISHOP®
KAROLYN KING NELSON
ELLEN T LOUDERBOUGH
JAMES H WQOD*

AUSTIN AFFILIATION
HOFFMAN & STEPHENS, PC.
AENNETH R, HOFFMAN®
TOM D STEPHENS®
RONALD C SCHULTZ JR*
JOSE CANO*

Jaruary 21, 1997

Stogner

New Mexico 011 Conservation Division
2040 South Pacheco Street

Santa Fe,

Re:

Dear Mr.

As you reqgquested at the hearing,

1.

New Mexico

OCD Case No.
compulsory pooling

A copy of

87505

11698;
(SEUNEY §28-26S8S-29E)

"Stogner:

~he survey of Section 28
Exhibit A.

ZARL R NORR'S
JAMES A GILLESPIE
MARGARET R McNETT

NOT LICENSED 1IN NEW MEX CO

Application of Mallon D1l Company for

enclosed are -he following:

is attached ag
"he well unit is highlighted in yellow,

and the acreage of Red Bluff Water Power Control

Digstrict ('Red Bluff")

Red Bluff is an agency of the State
However, its interest in the
United Sates 0il and Gas Lease NM
as Exhibit R). Thusg, Mallon seeks
Red Bluff's working interest

O

Mallon also had to force pooc.
9458, invelving Unit L of Section 27.
Order Nos. -8773 and R-8773-A are
Exhibits C and D.
this area involved Unit B of Section 28
R-9124 and R-9124-A).

Please call me 1f you have any gquesticns.

POST OFFICE BOX IO

ROSWELL, NEW MEXICC 88202

{503) 622-65i0
FAX (505) 623-9332

POST CFFICE BCX 3580

MIDLAND, TEXAS 79702
{915} 583-45691
FAX (915) 683-6518

Very truly vyours,

~HINKLE, COX, EATON,

7 &Iii_gg L.L. P.
“'\.

James BVuce

POST OFFICE BOX 2043
ALBUQUERQUE, NEW MEXICL
{505) 768-150C
FAX [505) 768-1529

POST OFFICE BOX 9238

AMARILLD, TEXAS 79405
(806) 372-5569 fj
FAX {BO6) 372-9761

87103

is cross-hatched.

of Texas.

well unit arises from
715969

(attached
force pool

in the well unit.

Red Biuff in Case No.

Copies of

attached as
Another Mallon pooling case in

(Order Nos.

COFFIELD

401 W. ISTH STREZT, SUITE 800
AUSTIN, TEXAS 7870)
(512) 476-7137
FAX {512} 476-543|

NANCY L STRATTCN
TIMOTHY R, BROWN
JAMES C MARTIN
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SECTION 28, TOWN: .IP 26 SOUTH, RANGE &

EAST, NMPM,

EDDY'! COUNTY, NEW MEX'CO
20121 22,
29 27
32133 34
) ltne o, smamnn mreramce L,  aeAntno bieTAmcr
T rep O wLLow boEtany MR N Minanr m
swowvision . aceeeg -, acioie 1 GERGED WE 3 HERED G
wom gl s 3 gl ok R remn el
Sk NEF  34.497 Ac. - M' oNdeavamy e wieiesw oy aom
S sk s S O 5
‘.i gmt 34.8:"::. i {-m ::- ; :Z E E’?E;Er ' :::éi- RO, wir
. ] . o ! 5 "W O
T SWE NW§ 2.773 Ac. 37.362 Ac. Hoosarie e e o
NEF SWE 13,429 Ac. - 26701 Ac. 13 s avariien e
mOH R, Rme 8RR me  § DREE
NE} SE} 36.991 Ac.., 2918 Ac. ! i pieeiee W W g WYtk Sorazt |
SEY SE} 24.117 M- 15.572 Ac. | 19 N SIT0YIET W jen.e)’ R R e ! 133.51°
‘ N 10 N JAC21'08" W 23490 3 ¢ lO:IO:OI': m.u:
. it mataaet v 102,96 N g 40 R I
2 NN 83.20° 1 s ey
13 1Ny 86.62' 3 e e 3866’
T N A TR 91.329" 9 s’ 190.00°
13 SO Y e 3 BN B MT.Ae*
¥ NN 20,01 N a6l R 3933
W ORI N 2349y S s3I R 17070
09RO N 106,30 3 8399130 B 190.02°
29 N1T0YHOT N A32l3 9 WY R L
0 NI N 992,09 60§ YT Y B30.38°

WOTR: A duaving was prepered fov @ traet in Sectien 28,
Township 28 Bowth, Rawge 39 Bast, ':.uil.n.. by platting
Wyter

. the leld netee fumished
. bisttict on & U,8. Cenernl om. sastion plot. The
© : natee wete prepated by N.R. Butuy ond worg spptuved by the
' U.8. Mureav of Land Nensgeweut. nupn [ 7, Ouve te
o% urrer ov ervere {n the hutlnln
of the survay, the traet with 0. .l‘. a4 wet ulng,.l,

146.00 teoot. A ecopy of tha plll Sebelud "Ruhibiy - h\
atvoched. S 'ij"w =

e
The dtaving shown on this page lo o olftee . 'I'f’ h“_ sU'

graphicelly portrey vhet woe futonded in
Ield nates. Wo have huld the suetion Line.
wnuth and esst section Linee and odfweved
force m clasure that will eontaln the 120,
railed Tor In the (fold metes, Obviswely,
raredify thet the drawing do sorrent, ~

TR T TR T
6 BoI'sTot W 214980
61 D 99AT00" W 64y %0°

4
REV, 9-20-91 4

GP Il ENERGY

luff Water and Power Control District
dtvision Acreage in Section 28, Township
"gputh, Range 29 East, N.M.P. M., Eddy
fity, New Mexico.

‘\:’/ JOHN W. WEST ENGINEERING COMPANY
 CONSULTING _ENGINEERS

HOBBS, NEW MEXICO

o, RN, P.B, § L.0. No. 67¢
Tenas R.P.6. 1138

Scolet  |" =« 100Q"

EXHIBIT

A

Orown By M, Mitchell |
Doter 11/17/88 |ck. 54~ |Shest 1 of 1 Sheets
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¢‘/7 ARR
(’(05 } )(

YN

~
» v ey L UNITEL STATEN b 20 ’%
DAupns IR DEPARTMENT OF THE INTERIOR .
BLHEAL OF LAND MANAGEMENT

Serist Nv. NM NM 71599

OFFER TO LEASE AND LEASE FOR OIL AND GAS 3109 (943C-24)
T he unddervgned [eeverse) ulfern o lcase ali or sy of 1he Jands Lo em 2that are available for ieaec pursuani to the Mincral Leasing A¢t of 1920430 U.S.C. 101 et scq ), the Mineral Lemsing Act far
Avqwiced | ands W US.C. M1350). 1he Auwmﬁ.uu\wﬂnd April 1, 1941 140 OF Ay, Gen. $)). Signatory certifies camphance with qualifications comderaing Federsl coal lease;
hokhirgs pruswied 10 Sec. XaNIX A} of the Mineral Lassing Act.

Rowd instructions Belore Compirting E \I ‘:' “Gm

1N Red Bluff Water Power Control District {p‘ 137
50
et c/o Jennings, Losea and Carson l )6 )1)?2% !fs‘z, “'“ R23 \% g‘%
Box 1180 123\ Ao

_tmswe/ne Roawell, NM 88202-1180 ) P
2 e witer feuse s for (Chock Oniy Onel X PUBLIC DOMAIN LALDS 7 ACOUIRED LANDS (percelBUsS. imterest .

Surfie ansony sgerwy of other than BLM: ———————— e e UnitiPrgect —. — ——

Tapal dewripniun al land requesiad:

v n Mondian Suuve County

e \Tnul sure applied for ___

g
Apount requiied. Fling fee$ Reniab fee 3 . - ,:’L‘q ‘u.) ' m_._:
DO NOT WRITE BELOW THIS LINE, L e
Vo amd i uded 10 leave- kN
vo26 8., n29 ®., Merican  NMP sue New Mexico cmny  Eddy
Farcel 2 - 38.50 acres m £rgx ’M“/ /
Parcel 3 ~ 220,50 acres DiS P p

At ¢
/u o
pser’

(see description by courses and distances attached)

,b /ﬂ)
“T'ERM: Tor a period not to exceed twenty (20) years;
Subject to any unit agreement heretofore or hereafter
approved by tha Secrastary of the Interior the provisions 265.70
of said agreement to govern the lands subject thereto where
inconeistencies with the terms of this lease occor, Total acres in lease. &‘L“

Renal revinad §_2 9.00

L atontunee with the above oifer, of tha prévie whanitsad sienuli ol and gas lcusc applicution or competitive bid. (hn lease is issued Tusive nght duct ail and
yan gu phscal explorstion. sad ihe cxclusive rbhl te drill for, nuu.um remove aad dispose of all e oil nnd a3 (except helium) in the l-ndudcnnkd in ster 3 opether with the nghi (e
ki aind 2ot A Recessary Imp pon far the term inditated belaw, subject (0 rencwrl ore, in d with the appropriate lcasing authavity. Rights granted are
~ubies 1 apphicable laws, the Lerms, condili snd d shipyimtions of thia lease, the Nesretnry o the Interios’s repulstions snd formai anders in eflect w of kease issuance. snd 10
wenlatuit and tarmul ardens ftar p d whan not U with lennc rights graneed or apecific pravisions of this leusc,
Inpe b primary wim of lense; THE UNITED STAYES OF AMEIUCA
Sunullaneous nomoampitire loast (e yoars) by = (,ﬂ_
l.!tnq Oﬂ‘-«u
Regular noncumpeutive icase (n yeers)
. Chief, Mineral Leasing linit 1. _3_22
Compendne lease (five ysars) (Twie) Iy
& omer Right-of-Way losss (20 yesre) CFFECTIVE DATE oF tiast _ Aprdl 1, 1988

Sermerds VD 1 3 1300 7 TS 4 emd

i

EXHIBIT

7%
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4w Unersigned temfies at (1] offcror i o el of e Unised Swten; i aysociation al such citizeas: 2 municipality; ar & corporasion argamrad under the jaws of the Uniod States or
! any St ur Terriory thensot: 42) ell partios holding s dutoress 1 the offer are in comPlact with 43 CFR 100 sad the leating suthorities; (3) offcror's chargeable imicrests, dinect and indarece,
1n tither public dusrain or acquised luds 60 mat anseed 208,080 0cres in oll and gas options of 246,080 acrex in opifona and Icasos (4 the same S, or 300,000 wcres in lemsey and 200,000 as'res
i uptions i eahier emmng Dintric [n Alaska; s (9) olferer is wot conshdered & minor under the lawx of the Stwic n which the Lands coverod by e offer are locsiod.

(0 Hidersigmod wgrees tha siguanre ) this affer y of INis bese, ding sl rerma, conditivns, and 1! of which offeror has been gives aotice, and aay amnenmdmment
a1 separsic lease tat may inchids sy land descritnd in it offor eptn b-da'-ﬁrlummnoﬁuvutwbmmamdfaawreuwﬁwlhhne The offesns further agrecs that thia
niter canma be withdrewn, ciher in wiwle or pas, *NMHmﬁvwhylk BLM Sistc (i hefore this lease, an pmendment to this isese, o & scparsie lessc. whichever covets

W Lt e et o the withdrawal, e hove igaed un bohak{ wf the United Stmcs

d sadd d In L

with the

Thim slfer will be rejextod nnd will afford offyror 08 m 1 is wal proporty .
paymenin. 18 U4.C. Soc. 100 mokas & & criuy Bor
Aalcnwnls o represemtaiions ae te gay matter '* hm

Dty vaccuied this L&_M-y aMaxeh B8

cunhumwhm

w.u-lhdbﬂumuwmrbww—.rwdlhvﬂu-.-yhb.hn-w
Red Bluff Water Power Control District

by:

m of Lavaar ar Aur-y‘hcn

W. L. Fuller, Presidt

LEASE TEAMS

Sev 1 Hemals—Remtals shall be padd w proper offies oF lesscr s advance of vach lease your
Aanud cecial raser gec acre of frectian taraol e

a: Sumultanesas NoRCOMpOLve Tessa, $1.00 for the Rt 3 yesrs, hermaher, $3.00.
i Regular nncompmisive lanae, $1.00;

i Uompeitive (taes, n(n o

tly Liher, see

YA..L tomehald U o

1 albor part ot &

d W be within & kzown gsoiogical
\IMKture 0T & wanel el Wall become §2.00,
beginmay with B eass yens § Mouos wl wash Sotovmdniion. Flomeves, s leeat tat wouk
wherwise be subjece 1 tontel of e dan $2.00 sl siwaime 00 Sy sidece 1o e hgher reatl .

Af s ieane v3 8 pottion thetecd ttnd . 26 2P0 or unit plan which
nclades u well vupsble of praducing imased ovources, and W plan cautaiss ¢ provision for
Wienaiwn of prduction, reyaliies shall be paid ww Ve prednction alleceted s Ihis lease.
However, annual remtals shati coniines b he dus m Ui raee spucified ia (a), (B), (c), ur ()
tar thne lands ot wihin & pesticipating area.

Faudure 0 pay sneval rosanl, if due, n-uuh.h“yudthhlu-m nest

wppor comts clained w andfor i Al such yooords
shall be mginusiand in iewmce’ ;mu.mr-mmu,m Langae shall wain-
win requived records (ot 6 ycars after they ary gonoratd or.. {f sm sad)t or wvestigaion i undes-
way, untll releasad of the obligation to malaiain sech reconds by lsasos,

During enisience of this loass, buiosmetion obtamod under this tectin shall be ¢iomal W
apeciion by the public in accordance with e Eoeedom of Infrmation Act (3 U.S.C. 132).
Sec. 6. Comduct of Lasten shall condy s TERNONY that IR Mdvaru:
unpects (o the laed, nit, and waiee, to culunal, bnlth vigual, and other rasources, sd W
oiber land vaes or Ueers. Lesacs chall take ressanehis nssunes desmad Atccsanry by \esear 0
scomplish the intent of this section. To the exmat consisiant with lasss rigits gramed, such
Maesures may include, din are not isslied 1, modificetion 1 titing o design of feralitiss, timing
of operations, snd specification of interim and fiml reclamstion seaveres. Lassor rescrves dw
n.rnnn«-muudn.u-mlomhnwwwhuhudm including

awﬁdumwnﬂ-d«m Such usg shall be conditionsd 10 9 o pravent
y or with rights of Lesscry.

Pmnwdwhngwmdmh—lm Temee shall coniact lossor 50 be sppriend
of

w0 be and madificacions or reclametion olasbercs that sy be mcostasry.

ulfictd workug day if affice M cloned) shell Win lanss by uperaton of
lew Rentis inay e watved, Mnr“nhmw--mhnmw

Ny iever

e D Kutales— lznyuuu-nlbcpubmdlndh— Roysltics shall be corn-
puicd 1n mundance wil P o7 ik, Roysity rumes are:

tar Simultancous noacampetitive (vas, 12WH;
(5) Regular aurcompetitive leass, IZW‘.

i bomp lease. soe

ol Eilar, sge paachment

Laasor reserves the npu 1 specify whether NM - nhpd i value or in kind, and the
kb G catahlinh afler piving lassee notice nnd an
upportunaty W be heard. When paid (s value, mﬂuﬂhhﬂpyﬂhcum:lu\hy
ul the momh fudlowing the month n which produstios eesurted. Wiwe peid b kiné, producian
shall he dehivered. usleas othwrwise agread 10 by Jeer, & merchasable condition on the
presnes whese producod withoms £o3i 1o lasaor. Lesess thull wid by required 10 hoid such pro-
ductewt s stocuge beyoud e lem day of the mosth Sallowing e woath i which production
owgbired. por shall ks be held Liatile far 10ss or destrontion of reyalty oil or other products
e frum cauaes beyoad the ressanshie contrel of lesess.

Mitnnam royaity shayl be dus (or sny lante yaor sller dlatevery in which reyalty payments
aggrepate lexs than $1.00 pet acse  Leseonw shall pay mook diffeupos 8t end of beasc ysar. This
nnmnm ruyally may be waived, saspsnded, or raduthd, std S shove royaky (ates may be
seducrnd. (0r att v pordens of this leass If the Secvatery dearininss Wt sech sctios it mecessary
W emuurage the greaiost wnmmte meovery of the laiind Mecnress, or i atherwise Jusiilied,

AR nieresr charge shall ba Asscssed on Lais royaley pApwaee oF socorasme
with the Frderad Oif and Gas Royalty Masagemeny Acs of 1963 {FOCRMA) (96 Scat. 2447).
Lexser thall he ligble fur roysley payments ou wll and g buwt or wamted frows & lease vitc whan
yuu b lixs o1 v mate iy due s negligents on the part of the aparsier, of Gus to the felui 12 canply
with wny sule. tcgulation, oeder, Of ciatian isesed wnder POORMA o0 the hnhquﬂmuy

Neo U Hamiy § gasee shall Gle and madmain sy bowd under rep

v 4 Dibigence, fate of develop on. amd doai Lassse «hall wrerise
reasnable il aping and prod, ond shall provent annsosmenry damago (o,
v ol wn«ol)uu‘ tewmrcns, Wmm-mmdm“m

Produeaion in the public infazast md 3o Jeguire lessts 1o lmevite W S0SpCraiive or unit plan,
within S0 ddya uf e, if doseed nacessary for proper SovalBmmens and epsraton of wica,
fickd, o pact cinbracing rese leaved lands. Lawsas shull Jrill and produce welle recessary w
Prvect €ased lamin fidm drainage OF pry competsiory soysity ¢ drsinage in amwnl
Arseriruncd by keasor

S N Divuiients, evidence, and mapection—Lassss shuil fils with proget office of letsor,
it Late) Uan W deys afier oflective date tveof, sy Cumnem of pvideace of other arrangement
tur \ale oe diaprwad of productuon. A1 sich taes and in such fovvs se ssor mey’ prescribe. iesser
<hait furtush detailod stascrmenes shew ng ansaets and quality of wll praducs removed and sold.
proveeds Ihctettm, snd amous uied ke p [ idably lest. Lessen may
be requinad 10 provide plats and schpmeile 6k H‘ op vwkw‘mr
Pruvernenis, and repora with rsapett 1o pasties in intesent, g )

Te. the tuem preschibed by lesser, l-unﬂhqnﬂm—‘,uq. information
wu well wirveys und 12ata, and ¢ record of subeuctins vestigatings snd fermish copive te letar
wten royuired Lessae -mmm-dwhhm—hmw
tficer nf leasur. the lassed prosnises ad ot wella, & ry. smd Aamses tveon,
and all hooks, uxmumﬂllﬂm‘lﬁn. i -nyn b ',‘
on’or in the lcasad londs. Losses shell b J‘

counting recards, s ducumentation such e billings, hdu-. o ﬂvm m

Arcas 10 be i d may require wories ov speclal studics to davermine the exwnt of inv-
PActs 10 ather TEsources. Lmnmhnwmu : (RANOS iveriOnim ov short Bnn
wpecial studies under guidelinas provided by leesar. If Ln the condmey of opurationd, threntsned
or ¢adangared spucies, objocis af hiswric ar salewtific imisrent, or subsaatial unaaticipuiad an-
vironmental affects are observed, lotess shull imymediasely contact ieesor. Lesssw whall scase say
oparasony thal would Tesult in the destruction nf such species or object

Sei. 7. Mining opteations—To the sulot thet (mpects (10N mamng Opersiiond would be
substaptially differcnt or grestar than thoss asocisesd with normal driling operstions  lensor
reserves Ihe right to deay approval of such apyrations.

Sev. §. Estracuin of halium-—~Leasor seserves e ophon of exracting ur haviag tauscwd
teliam {rom ges production in = nanaes specified and by nuens provided by icssar = oo
espeasc of lows (o leasee or owner af the gas. Leasen shall include in wny contract of sle of
gns the provisions of i scction.

Sec. 9, Damugcs 10 property—Lassoc shall puy Josaor for damege jo Icascr’s improvemens,
and shall sve and hotd lassos hermiess Trom sl slaims for demage of harwn to petyons or prog-
erty 1 2 result of hense Opetations,

Soc. 10. Prosection of diverse imcross and squal oppoviunity —Lessee thall: pay whes due i)
WAk {epaily sssessad snd levied undar lsws of the Sisec or Ow Unied Siuics, accoed all

freedom of h poy all wages &1 loast twicy cach month i Lawha
mmonwummunu-uunmm.-mmw
unlustry practices: and ks y 50 prosoct the hasith and safety of de public

Lassor reserves the right 1o assure that production is sold a5 ressonsbie prices gnd 1o provest
monopoly . Af lesaoe oparatcs a pipelivic, or owas controlling inicrcst (8 » pipeling or & compeny
operaling s pipeline, which may be aperused sccaseible 10 oil Acrived from thesa lepwd lands,
iexaze shali voraply with soction 28 of e Mimeral Lawsing Act of 1920

Lessee shall comply with Rascative Onder Mo, 11246 of Scpiembes 74, 1965, as amewded,
and regulations and ralavan orders of e Secratary of Labor iwwod pursuant thereto. Newher
lesice s lessee’s subconiractors shall maintsia scgregead Iacilities.

Sec. 31, Tranafes of leasc imerestn and Telinguishmant of isase—As roquired by reguliuom,
lessoe thadl fle with latsos any or ather wansler of e tasercat in thi lcass Lasgcs
muy relmauisk duy lcase o any legal wbdivision by filleg it Vx: proper office 2 wiskes reln
yuishmest. which shall be ¢ffoctive as of the dete of filing, subjeci Lo the continwad obligatan
ol the léssce 18d wurety (0 pay all accrued renials am roysiiues,

Sec. 12, Dehmurmm—ﬂﬁuhw-ilumoru-unmmwm
leasce shull pluce affecied wally in o rocisian the tond
“'ﬂ'fﬂhklmm.wu&nuwpﬂurnn TEMOVD spriprAEnS und
provements ol dorme neccsssry by leasor for preservation of producible welly.

Sec. 13, Procendings in case of defauti—If lessee fails w comply with amy provisioms uf 1y
lewse, 30cd the noncotapliancs coptinucs for 30 days aley wimkses notics thereof, this leasc shall
be subject tu cancellmion. Lessee shall slsa ba submct 10 applicable praviions and pevattics
of FOGRMA (96 Stat 2447). Howwver, if Whis lesse mcludat taod knows 0 contsin vahueble
depanits of leased resources, is may be cancelied only by judicial procesdings. This provision
shail nat ba consirsed 0 prevent the sasrcise by lssaor of any othor legal sed cqusitable rermady.
includng wavet of the default, Any such ramedy or wajvor shall ol preveat Ier camcelistion
Tor the same dcfauk nccurring at any odwer fise

Sec. 34 Hewrs and 4 Bach obligasion of this leasc shall exsend 10 and be
Binding upun, and every bunefit hercof tiall inurs i e Pigty, CNRCMADEE, BOMIMILTSION, M-
vexsan, bencficisries, ur suligness of the respective parke hersio.
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ATTACHMENT

The royalty rate to be applied to this lease is

at the rate of 14.0%



The following description was prepared by M. R. Estes, surveyor for the
Red Bluff Water Power Comtrol District, and certified as to being true and
correct as to bousdariss, corusrs and lines of the Red Bluff Water Power
Contyol District Reservoir in the State of New Mexico on May 20, 1936, and
furthar approved by the Buresu of Land Management on August 4, 1937.

FIELD NOTES
Rad Bluff Ressrvoir
Parcel II
* Sec, 27; Tsp. 26 Bouth, Rangs 29 East, Eddy County, New Maxico.

Beginning at & point 4{n ths Bouth line of sec, 27, tsp. 26 South,
Range 29 East, Eddy Couaty, New Mexico, which point is Eaat along
said South line of sec, 27, a distance of 1228.1' from the Southwest
corner of said Bee, 27;

Thence North 26 24%' East 70.9' to a point;

Thence North 66 54' West 186.2' to a point;

Thence North 8° 46' West 279.0' to & point;

Thence North 31° 17' Wast 223.9' to a point;

Thence North #8° 30' West 330.0' to s point;

Thence North 23" 36° West 263.1' to a point;

Thence North 28" 13' West 251.4° to0 a point;

Thence North 727 43' East 249.2° to a point;

Thence North 60 17' Wast 422.0' to a poine;

Thence North 57 49§’ Wmet 239.4' to a point;

Thence North 2° 35&' West 304.6' to a point;

Thence North 19 16}* ERset 126.6' to a point;

Thence North 2° AJ\' East 75.5' to @ point;

Thence South 56 154 West 189.1' to a point;

Thence North 78 27%' west 176.1' to a point;

Thence North 43" 47§' West 47%' to a point in the West line of said
sec. 273

Theoce South alomg the West line of sec. 27 a distance of 2149.8' to
the Southvest coyner of said sec. 27;

Thence East glomg the south line of sec, 27 & distsace of 1228.1' to
the point of baginuing.

The sbova described tract containing 38.5 acres, more or lese.
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The following description was prepared by M. R. Estes, survayor for the

(RIS TVIZ N MmALLUN KL

FPAGE  db

Red Bluff Water Power Control District, and certified as to being_true and
correct as to boundariss, corners and lines of the Red Bluff Watar Power
Control District Reservoir in the State of New Mexicc on May 20, 1936, and

further spprovad by the Burasu of Land Management om August 4, 1937,

Sec. 28, Tsp. 26 Scuth, Range 29 Esst, Eddy County, New Mexico.

Beginning at & poimnt in the South line of sec. 28, tsp. 26 South,
Range 29 Zast, Eddy County, New Mexico, which point in west slong
said South lins a distanca of 643.3' from the socutheast corner of

sec. 28;
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FIELD NOTES
Rad Bluff Reservolr

Parcel 11X

7° 675‘ West 318.9' to a point;
31 504" West 323.0' to a point;
1,. 234' gast 142,1' to a point;
76 314! Zast 95.5' to s point;
11° 334" west 322.7' to a point;
61 004' Wast 290.3' to a polnt;
® 344! wast 205.8' to a point;
9 A3’ Weet 366.4' to a paint;
45° 08 west 83.3' to & point;
87" 01" West 236.7' to s point;
21: 04' Rast 195.7' to a point;
82 19' West 148.3' toc a point;
62" 14' West 225.5' to a point;
387 46' Wast 116.7' to a potnt;
23 23! West 294.5' to a point;
6" 39' Wewt 192.9' to a paoint;
15 04' EZast 128.4' to a point;
6 L42' Vest 142.0' to & point;
52 08' West 187.7' to & peint;
3‘ 20' West 213.3' to & point;
51° 37' west 103.0' to a point;
71: 43 Nest 83.3' to a point;
65" 56' West 86.6° to a point;
69° 38' Weat 91.3' to a point;

44° 00' West 453.7' to a point;
sa: 13 West 270.1' to a point;
707 S5' West 254.6' to a point;
19 23' west 186.4' to s point;
357 08" West 432.8' to & point;
50° 24 West 392.2' to & point;
41° 16' West 369.7' to & point;
26 42' West 191.4' to s poinmt;
86° 28' East 319.2' to a point;
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* Theuce North 20 GB ;ﬁﬂp; b99‘k' to a point.
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?;ﬁ?é:cel II1 (continued)

Themce
Thence
Thence
Thence
Thence :
Thence North IS 0
Thence North 297

‘pu: 678 5' to & point;
lt 350 7' to s point'

Thence 274 .0" to & puint;
Thence °272.5' to 3 point in the North line of
sec. 283

Thence East along the eaid Nortb line a distance of 1036.8' to a
point in said Noxthi lioe;

Thence East. 279 7' to & point;

Thence m; 226.2' to.a poiat;

Thence S to a point;
Thence . to a point;
Thence 7' to a point;
Theace 5 : t:289,2' to a point;
Thence South: 63 P8 ‘Esu 334, 5' to & poiant;
Thence to & point;
Thence to a point;
Thence to & point;
Thence to a point;
Thence to a point;
Thence to a point;
Thence to a poinmt;
Thence to & point;
Thence to a point;
Thence to a point in the East line of sald

sec. 28;
Thence Souzh

Thence West tl'_, ﬁiq-'m:h line of sec, 28 a distance of 643.3' to

the polnt of
The above: d“cri‘hé ‘tnct contalning 220.5 acres, pore or less.
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OII. CONSERVATION DIVISION

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

CASE NO. 9458
Order No. R-8773

APPLICATION OF MALLON OIL
COMPANY FOR COMPULSORY ,

POOLING, EDDY COUNTY, NEW See Ll /25777 4
MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on October
12, 1988, at Santa Fe, New Mexico, before Examiner David R.
Catanach.

NOW, on this 28th day of October, 1988, the Division
Director, having considered the testimony, the rec rd, and
the recommendations of the Examiner, and being fully advised
in the premises,

FINDS THAT:

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

(2) The applicant, Mallon 0il Company, seeks an order
pooling all mineral interests in the Bell Canyon, Cherry
Canyon, and Brushy Canyon formations (Delaware Mountain
Group) underlying the NW/4 SW/4 (Unit L) of Section 27,
Township 26 South, Range 29 East, NMPM, Brushy Draw-Delaware
Pool, Eddy County, New Mexico, forming a standard 40-acre
0il spacing and proration unit within said pool.

(3) The applicant has the right to drill and proposes
to drill a well at a standard location in said NW/4 SW/4 of

Section 27.

(4) Red Bluff Water Power Control District, an interest
owner in the proposed proration unit whc has not agreed to

EXHIBIT
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_2_
Case No. 9458
Order No. R-B773

pool its interests, appeared at the hearing in opposition
to the application.

(5) The evidence presented indicates that the
applicant has made a reasonable attempt to secure volun-
tary agreement with Red Bluff Water Power Control District
and has been unable to do so.

(6) To avoid the drilling of unnecessary wells, to
protect correlative rights, to avoid waste, and to afford
to the owner of each interest in said unit the opportunity
to recover or receive without unnecessary expense his just
and fair share of the production in any pool completion
resulting from this order, the subject application should
be approved by pooling all mineral interests, whatever they
may be, within said unit.

(7) The applicant should be designated the operator
of the subject well and unit.

(8) Any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated
well costs to the operator in lieu of paying his share of
reasonable well costs out of production.

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

(10) Any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs
but actual well costs should be adopted as the reasonable
well costs in the absence of such objection.

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

(12) $3056.00 per month while drilling and $334.00 per
month while producing should be fixed as reasonable charges
for supervision (combined fixed rates); the operator should
be authorized to withhold from production the proportionate
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share of such supervision charges attributable to each
non-consenting working interest, and in addition thereto,
the operator should be authorized to withhold from pro-
duction the proportionate share of actual expenditures
required for operating the subject well, not in excess
of what are reasonable, -attributable to each non-
consenting working interest.

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

(14) Upon the failure of the operator of said pooled
unit to commence the drilling of the well to which said
unit is dedicated on or before February 1, 1989, the order
pooling said unit should become null and void and of no
effect whatsoever.

{15) Should all the parties to this fcrced pooling
reach voluntary agreement subsegquent to entry of this
order, this order shall thereafter be of nc further effect.

(16) The operatcr of the well and unit shall notify
the Director of the Division in writing of the subsequent
voluntary agreement of all parties subject to the forced
pooling provisions of this order.

IT IS THEREFORE ORDERED THAT:

1

(1) All mineral interests, whatever they may be, in
the Bell Canyon, Cherry Canyon, and Brushy Canyon forma-
tions (Delaware Mountain Group) underlying the NW/4 SW/4
(Unit L) of Section 27, Township 26 South, Range 29 East,
NMPM, Brushy Draw-Delaware Pool, Eddy County, New Mexico,
are hereby pooled to form a standard 40-acre o0il spacing
and proration unit to be dedicated to a well to be drilled
at a standard location thereon.

PROVIDED HOWEVER THAT, the operator of said unit
shall commence the drilling of said well on or before the
l1st day of February, 1989, and shall thereafter continue
the drilling of said well with due diligence to a depth
sufficient to test the Delaware formation.

PROVIDED FURTHER THAT, in the event said operator
does not commence the drilling of said well on or before
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Order No. R-8773

the 1lst day of February, 1989, Ordering Paragraph No. (1)
of this order shall be null and void and of no effect
whatsoever, unless said operator obtains a time extension
from the Division for good cause shown.

PROVIDED FURTHER THAT, should said well not be
drilled to completion, or abandonment, within 120 days
after commencement thereof, said operator shall appear
before the Division Director and show cause why Ordering
Paragraph No. (1) of this order should not be rescinded.

(2) Mallon 0il Company is hereby designated the
operator of the subject well and unit.

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

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

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

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

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

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

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

{8) The operator shall distribute said costs and
charges withheld from production tc the parties who advanced
the well costs.

(9) $3056.00 per month while drilling and $334.00
per month while producing are hereby fixed as reasonable
charges for supervision (combined fixed rates); the
operator is hereby authorized to withhold from production
the proportionate share of such supervision charges !
attributable to each non-consenting working interest, and
in addition thereto, the operator is hereby authorized to
withhold from production the proportionate share of actual
expenditures required for operating such well, not in
excess of what are reasonable, attributable to each non-
consenting working interest.

(10) Any unleased mineral interest shall be considered
a seven-eighths (7/8) working interest and a one-eighth
(1/8) rovyalty interest for the purpose of allocating costs
and charges under the terms of this order.

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

(12) All proceeds from production from the subject
well which are not disbursed for any reason shall imme-
diately be placed in escrow in Eddy County, New Mexico,
to be paid to tne true owner thereof upon demand and
proof of ownership; the operator shall notify the Division
of the name and address of said escrow agent within 30 days
from the date of first deposit with said escrow agent.

(13) Should all parties to this forced pooling order
reach voluntary agreement subsequent to entry of this
order, this order shall thereafter be of no further effect.

(14) The operator of the well and unit shall notify
the Director of the Division in writing of the subsequent
voluntary agreement of all parties subject to the forced
pooling provisions of this order.

(15) Jurisdiction of this cause 1s retained for the
entry of such further orders as the Division may deem
necessary.

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

STATE OF NEW MEXIC
O1IL CONSERVATION [ ISION

@Q\ Lo

WILLIAM J. LEMAK
Director L

S EAL
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOQURCES DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 9458 (DE NOVO)
Crder No. R-8773-A

APPLICATION OF MALLON OIL
COMPANY FOR COMPULSORY gllzﬂéi»/f-ﬁ77;?
POOLING, EDDY COUNTY, NEW

MEXICO.

ORDER OF THE® COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
January 19, 1989, at Santa Fe, New Mexico, before the 0il
Conservation Commission of New Mexico, hereinafter referred
to as the "Commission'.

NOW, on this leth day of February, 1989, the
Commission, a quorum being present, having considered the
testimony presented and the exhibits received at said
hearing, and being fully advised in the premises,

FINDS THAT:

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

(2) The applicant, Mallon 0il Company, seeks an order
pooling all mineral interests 1in the Bell Canyon, Cherry

Canyon, and Brushy Canyon formations {Delaware Mountain

EXHIBIT
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CASE NO, 9458 (DE NOVO)
Order No. R-8773-A
Page 2

Group) underlying the NwW/4 SW/4 (unit L) of Section 27,
Township 26 South, Range 29 East, NMPM, Brushy Draw-Delaware
Pool, Eddy County, New Mexico, forming a standard 40-acre oil
spacing and proration unit within said pool,

(3) The matter came on for hearing at 8:15 a.m. on

October 12, 1988, at Santa Fe, New Mexico, before 0il
Conservation ©Division Examiner David R. Catanach and,
pursuant to this hearing, Order No. R-8773 was issyed on

October 28, 1988, granting the application and force-pooling
Red Bluff wWater Power Control District ("Red Bluff'").

(4) A timely application for hearing De Novo was made
by Red Bluff in this case and the matter was set for hearing
before the Commission,

(5) The matter came on for hearing De Novo on January
19, 1889,

(6) During the pendency of this action Order No. R-8773
has not been stayed and is in full force and effect.

(7) The record of <Case No. 9458 made before the
Division Examiner is made a part of the record in this de

novo case.

(8) The findings and order entered by the Division
Director (Order No. R-8773) were supported by substantial

avidence.,



CASE NO. 38458 (DE NOVO)
Order No. R-8773-A
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(8) Red Bluff has not presented any additional evidence
in this hearing which would support a change in Order No. R-
8773 entered by the Division.

(10) Order HNo. R-8773 should be affirmed and made an
order of the Commission in this proceeding.

{11) Red BIuff should be agranted time in which to pay
its share of the reasonable well costs subsequent to en£ry of
this order, and a reasonable time shall be 30 days less the
number of days between the date Red B8luff received the
estimated well costs (November 10, 1988) and the date Red
Bluff filed its application for de novo hearing (November 28,
1888), or 12 days from this order.

IT IS THEREFORE ORDERED THAT:

(1) Division Order No. R-8773, entered October 28,
1888, is hereby affirmed and made an order of this Commission
and is continued in full force and effect.

(2) Red Bl1uff shall have 12 days after the date of this
order to pay dits share of reasonable well costs to the
operator in lieu of paying such costs out c¢f production, and
if Red Bluff pays 1its share of costs as provided, it shall
remain liable for operating costs but shall not be liable for

such charges.
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(3) Jurisdiction of +this cause 1is retained for the
entry of such further orders as the Commission may deem
necessary.

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

hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION -

OSL NN

WILLIAM R. HUMPHRIES, Member
-~ / )
(e
ERLING A. BROSTUEN, Member
WILLIAM J. LEMAY, Chairman and

Secretary
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