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BRUCE KING
GOVERIR

STATE OF NEW MEXICO

ENERGY anp MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

POST OFFICE BOX 2080

STATE LAND OFFICE BUALDING

July 14, 1982 SANTA FE, NEW MEXICO 87501
: (508) 827-2434

7470
X C\,“;."(I"
Harvey E. Yates Company e
Box 1933
Roswell, New Mexico 88201

Atteniion: Mr. Thomas J. Hall, III

Gentlemen:

Since you are experiencing downhole problems in completing
your Curlew "19" Well No. 1-G in Section 19, Township 8
South, Range 30 East, Chaves County, New Mexico, I will
extend the time for completing a well under Order No.
R-6918 to September 1, 1982,

Yours very truly,

JOE D. RAMEY
Director

JDR/fd
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HEYCO HARVEY E:YATES COMPANY
PO BOX 1943 SWTE 360 SECURITY NATIONAL BANK BUILDING SO5:623 6601

PETROLEUM PRODUCERS
ROSY/ELL. NEW MEXICO 88201

CERTIFIED - RETURN RECEIPT REQUESTED

July 9, 1982

Mr. Joe D. Ramey, Director [ euak
0i)l Conservation Division T
State of New Mexico

Post Office Box 2088

Santa Fe, New Mexico 87501

Re: Order No. R-6913
Compulsory Pooling
Curlew Working Interest Unit
Chaves County, New Mexico
(HEYCO Ref: 9140)

Dear Mr. Ramey:

By letter dated June 29, 1982, you aranted us an extension until
August 1, 1982, to complete the well covered by Order No. R-6918.

We are currently having problems with the well - a packer stuck
in the casing which has resisted several days of fishing. These prob-
lems have made our production people feel that they may not be able to
complete the well by August 1. We would, therefore, ask if the dead-
line could be extended to September 1, 1982.

Sincerely,
Hal1, I1I :

Thomas J.
Atteorney

 TJH:seb

"Enclosures: Drilling Reports
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HARVEY | YATES COMPARY . PAGE 1
: SATLY DRILLING AND WORKOVS R uqu& 6/29/782
L 99980 ‘ o éi UZZ
: HEYCO 2. 1&/
PO BUX 1033 s &@" .
ROSWELL NEW ‘4t X1CH 644}',' M
x( V"«f U
PROSPECTY CURLEY ®19" 4|
LOCAT ION 1980% FN £ EL, SEC 19, -85,
R-30¢ , CHAVES CQ., HNM
PROJECTED TD 8760
CONTRACTOR COMPLETION — CHASE
R T e T T T
06/23/82 SITP 500 PSI. BLEW DWHN TO PIT IN 5 MIN. RU PETRO~-THERMD
KILL. TRAUCK. RO TREE € RU H0P. UNSEAT PKR & POH. RU GED
VANN £ SET CIBP @ 8540', 35¢ CEMENT. SOFN.
06/264/82 SICP 0 £Sl. R GED VANN T0O PERF B410! - A425%, 8450% ~ 8460

£ B8496' ~ B504' W/25PF (66 HOLES,; 33'). RO GEO VANN, eV
HOWCO R8P £ RITS £ GIE «/TO0OLS & 2-3/8" TBG. SDFN.

06/25/782 FIN GIH W/7HOWCO R8P » BSLI7!', TST TOOLS, OK. REL PKR & SPOT
1 8BL OF ACID ® 8S0B'. PUL PKR TO 3480' £ SET. BRK DWN
PERFS @ B496'-8504%'., FORMATION ORK @ 2500#. OPEN BYPASS €
CIRC 1000 GAL 0OF 7-1/2% MOD 101 £ 32 BALL SEALERS TO PKR.
CLOSE BYPASS & PUT ACID AWAY. MAX RATE 2.5 BPM & 4000 PSI,
AVG RATE 242 BPM a 3800 PSI, FINAL RATE 2.5 OPM @ 4000 PSl.
ISIP 3200#; S" SIP 28004 (W/SMALL AMI OF BALL ACTION)}.. TLTR
60 BB8LS. RO HOWCO £ START REC LD. RU TO S¥B.. IFL SURF,
FFL 7700' £ SCATTERED., REC 52 BBLS NDF WTR £ ACID. B BLTR.
GAS AFTER SWB RUNS D EMD OF DAYe SOFN.

06/25/82 SITP 200 PSI, GOOD GAS. RU TO SwB, IFL 3500', FFL 6000'.

REC 7 BBLS € SWBD DWN. RU HIWCO TO KILL WELL & RETRIEVE BP.
g PULL TOOLS UP TO B8480' £ TST PLUGs REL PKR €& S&OT 1 BBL aF

7—1/72% MOD 101 ACROSS PERFS @ 8450'-8460'., PULL PKR TO 8432

£ BRK DWN PERES, BK a (600f. OPEN BYPASS £ SPOT 1000 GAL

OF 7~1/2% MOD 101 £ 40 BALUSEALERS YO PKR. CLOSE BYPASS ¢

PUT ACID AWAY. WELL COMMUNICATED TO UPPER PERFS. PULL PKR

UP-TO 8347' £ TREAT BOTH ZONES (8410'-8425' € aaso*—aaso";<

W/2S00 GAL 7-1/2% MOD 101 £ 1Q0 BALLSEALERS € 2% KCL FLUSH.

MAX RATE 3.5 BPM @ 39004, AVG RATE 2.8 BPM . @ 3400#; FINAL

RATE 3.5 8PM @ 3900#. ([SIP 2600#, 5" 2500#. - NO BALL ACT[ON

RD HOWCO £ START REC LOAD, TLTR 110 B3LS. RU SWB, IFL @

SURF, FFLL 7B00%'. REC 62 BBLS. WTR ANALYSIS FROM 6/26/82‘ :

RESISTIVITY «266 @ 74 DEG G 570
SP GR 1.010 cL 11,000
PH Se2 HCO3 268
FE HE AVY

.06/27/82 SITP 300 PS1, GOOD GAS. RU TO SWB, IFL 3100', FFL 7700%.

' REC, 25 88LS. 23 BLTR. SDFN.

06/28/82 SD FOR_ SUNDAY. o , ' T ‘

06/29/82 SITP 750 PSI. BLED PRESS OFF, 5" GOOD GAS. ' PREP TO SwB.

THREE SETS DFF ATOKA PERFS 8410%-8504' THRU &=—1/2° csc. HOLE

LOADED W/3X KCL. SITP 0 PSl. HEATED 1000 B8LS 3% KCL WIR

TO 100 DEG F. RU HALLIBURTON £ CO2. SwWB TO SN IN S RUNs,

FL 7400% REC 22 BLw, SLIGHT INCR IN GAS. EST 8 MCFD RATE.

REL PXR. POH, LO PKR. TIH £ WASH 60 BALL SEALERS OFF TOP.
’ RBP &pOH- SOFN‘ . . VRS T _J‘:':: T EEER ,',,‘ﬁ .

L S
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; . N MG AED ANNK O 5y

ALY DR LS e 1) ANNK O R m ;;z "UL {1 r/or,/n?
£J!-; 8()
\J[‘ (l_l

333 .
ME W MEXTCH v

Cupas oA Myt gy

1980 " 5 FLy SEC 19, T=A85,

=301 ) CHAVES Clley 1M
1o BI60

COMPLETION - CHASL
T fndpdedede dedr e deden s :
U HOJCO £ ARMERIGAS & FRAC ATOXA 34104 -3%051 wW/40,000 GAL 3%
KCL VERSAGEL 15900 92008 GAL CN2 £ £9,5008 20/40 SD, MAX
TATE 22 0P8 2 3600 PST D254 /7GAL; AVG RATE 16 BPM D 3500 ©S]
[(STIP 2900 PSSy, 4 MRS 2260 S, $1373 M40, 120G 8LTH. KU
SCHLUMBERGER f RRAN BAKENR RET O W/1.78 €66 PLUG IN F NIPPLE,
ATTEMPTED T3 SUT PKR 2 43601, STARTEDH QU1 0OF HOLE W/PKR.
LYYCK » Bza0t; PULL OUT UF ROPE SOCKET, GIt4 W/70S ON 2-3/78"
TGy LT SAND 2 7980' ¢ REY QUT T0O 8037°%.
VREP TO FISH W/2 PROMNG INSIDE GIRAD SPEAR ON 2~3/8Y T8G FOR
SCHLUMUELRGER'S 0a.22" ELECTRIC LINE (N FRAC SAND. TAGGED UP
D B146' (44! ABOVE WIRELINE MEASUREMENT)« POH W/T0BG £ FISH=
NG EQUIP.  REC PART OF 0.22" WIRELINE, MAY HAVE MORE WIRE-
LINE IN HOLE YHAN FIRSY THOUGHT, GIH W/ FISHING EFQUIP ¢
2-7/78" TOG. SDFN.
GIH d/bTAR YOOL CUTRITE QHDL WSH PIPE W/BUMPER SU3, JARS,?2
DCY'S, £ 2-3/8" TB8G. REV CIRC TO CLEAN OUYT FRAC SD £ WIRE~-
LINE TO PKR.e RAN STAR TOOL'S 2 PRONG INSIOE SPEAR. COULD

OMLY FEEL ONE BITEs PULLED OFF & A FEW HUNDRED POUNDS. REV™

CINC TOSCLEAN UP 'SD.  MADE A FEW INCHES. TRy TO FISH WIRE~
LIME; POH. NO WIRELINE REC. LD SPEAR. RU STAR TOOL'S REV .
UNMIT. SOFNa _ ‘

PO W/BAKER RETRIEVING TOOL AFTER ATTEMPTING TO STING INTQ
MODEL O PKR. GIH W/STAR TOOL CUY-RITE SHOE € TOOLS. RU €

MILL FOR ONE HOUR,  NO,PROGRESS. DIDHAVE FINE CUTTINGS OFg"

IRON. PDHe REC SCﬂLUMBERbEQ 0S SKIRTy; UP-RITE IN SHOE W/
CONTROL RING OUT OF;0S a 2t OF WIRELINE, GIH W/SAME SHOE c
TOOLS. RU £ CIRC FOR - 1-1/2 HRS ON [RON. PRESS UP @ 8147¢,
MADE 14", REC VERY LITTLE $SD. PUH, REC APPROX 20! OF w:ﬁe-‘
LINE BRACKETS {(AGGREGATE 23%). HAD IMPRESSION OF SCHLUMBER-
GER RUNNING TOOL. FISHING NECK € WIRELINE NEST. GIH W/TBG,
TOOLS) € 05. PULL 8B0,000#, GOTF novcﬁENT TO 60,0008, POH.
REC 40*' OF WIREL INE { AGGREGATE 63%) 'ON SETTING TOOL IN TACT.
GIH W/HAKER PKR RETRIEVING TOOL. ATTEHPT TO ENGAGE RETRIEV—
ING TOOLe. POHe o
FIN POH, DID NOT RETRIEVE'bKR. GIH ufaernlevxnc TEDL. cch
TO 6360%, VERY LITTLE SD° d/OCCASIONAL PIECES OF WIREL INE.
PRESS UP & POH. DIO NOT HAVE PKR. PICK UP & GIH W/STAR TOOL
SPEAR € TOOLS, COULD NOT GET HOLD OF PKR. STARY OUT OF HOLE

S0 FOR SUNDAY.
SD_FOR HOLIDAY.
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STATE OF NEW MEXICO

ENEF{GY AND MHINERALS DEPARTMENT

OIL CONSERVATION DIVISION

BRUCE KING . ¢ POST OFFICE BOX 20€8
GOVERNGA June 29, 1982 STATE LAND OFFICE BUILDING
SAMIA FE, NEW MEXICO 37501
1505) 627.2434
| /%0
- b C/
{ feds /

Harvey E. Yates Company
P. 0. Box 1933
Roswell, New Mexico 88201

Attention: Mr. Thomas J. Hall III

Gentlemen:

As requested in your letter of June 24, 1982, the time
for completing the well authorized by Order No. R-6918
is extended to August 1, 1982,

The above Order stated that you had 120 days to complete
the well after drilling commenced. The well was spudded
on february 28, 1982, and it appears that viork has con-
tinued on the well since that time.

Yours very truly,

JOE D. RAMEY
Director :

IDR/ fd
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SANTA fe ‘
Mr. Joe D. Ramey, Director R LTS
0i1 Conservation Division ¢ fad s S
State of New Mexico T o
Post Office Box 2088 oA

Santa Fe, New Mexico 87501

Re: Order No. R-6918
Compulsory Pooling
Curlew Working Interest Unit
Chaves County, New Mexico
(HEYCO Ref: 9140)

Dear ‘Mr. Ramey:

Order No. R-6918 pooled all mineral interests down through and in-
cluding the Atoka-Morrow formativn underlying the N/2 of Section 19,
Township 8 South, Range 30 East, N.M.P.M., Chaves County, New Mexico.

The order required HEYCO to complete the well within 120 days or to

show cause why the order should not be rescinded. HEYCO has not yet
compieted the well and- probab1y will not complete it prior to June 27th,
However, as the enclosed copies of the daily drilling reports show, .
HEYCO is nearing ciipietion of a successful well and has been diligent
in its efforts to complete the well. We would, therefore, request that
the order not be rescinded.

Sincere]y,

Tl Mk~

Hall II1

Thomas J.
Attorney

TIH: 5.

Enclosures: Order No. R-6918
N Drilling Reports
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Cj'ﬁkgﬁ/ff' STATE OF NEW MEXICO
AL ENERGY AND MINERALS DEpmuﬁﬁgymj, Sy
OIL CONSERVATION DIVISIO g

ﬁisl;f SN i

IN THE MATTER OF THE HEARING AYE /
CALLED BY THE OIL CONSERVATION e Ut e et
DIVISION FOR THE PURPOSE OF 3; TA F
CONSTDERING:

’ , | CASE NO. 7490
Order No. R-6918

APPLICATION OF HARVEY E. YATES CQMPANY
FOR COMPULSORY POOLING, CHAVES COUNTY,

NEW MEXICO.
ORDER QF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on February 17,
1982, at santa Fe, New Mexico, before Examiner Richard L.

Stamets,

NOW, on this Sth day of March, 1982, the Division
Director, having considered the testimony, the record, and the
recommendatlons of the Examiner, and being fully advised in the

" premises,

FINDS:

.

(1) That due public notice having been given as required
by law, the Division has jurlsdxctlon of this cause and the

subject matter thereof.

(2) Tﬁat he applicant, Harvey E. Yates Company,. seeks an
" order pooli’ng mineral interests down through and including

the Atoka-Morrow” formation underlying the N/2 of Section 19,
Township 8 South, Range 30 East, NMPM, Chaves County, New

Mexico.

(3) That the applxcant has the right to drill and proposes
to drlll a «all at a standard location thereon.

(4) ‘I‘hat theré are interest owners in the  proposed
‘proration unit who have not agrszed to pool their interests.

(5) That. to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, within said

unit.
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Case No. 7490

Order HNo. R~6918

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

{7) rThat any non-~consenting working interest ownexr should
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share cf reasonable

well costs out of production,

(8) That 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.

. (9) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well

costs in the absence of such objection.

(39). That follcwing 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.

(11) That $4C00.0¢ per month while drilling and $400.00 per
month while producing should be fixed as reasonable charges for
supervision (combined fixed rates); that the operator should be
authorized to withhold from-production the proportionate share
of such supervision charges attributable to each non-consenting
working interest, and in addition thereto, the operator should
be authorized to withhold from production the proportionate
share of actual expenditures required for operating the subject
well, not in excess of what a1 reasonable, attributable to each

non-consenting working interest.

(12) That all proceeds from production fisom the sub]ect
well which are not disbursed for any reason shculd be placed in
escrow to be paid to the true owner thereof upon demand and

proof of ownership.

(13) That upon the failure of the operator of said pooled
unit to commence. drilling of the well to which said unit is
dedicated on or before July 1, 1982, the order pooling said unit
should become null and void and of no effect whatsoever.
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Case No, 7490
Order No. R-6918

IT IS THEREFORE- CRDERED:

' (1) That all mineral interests, whatever they may be, down
through and including the Atoka-Morrow formation underlying the
N/2 of Section 19, Township 8 South, Range 30 East, NMPM, Chaves
County, New Mexlco, are hereby pooled to forin a standard
320~acre gas 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 1lst day of
July, 1982, and shall thereafter continue the drilling of said
well with due diligence to a depth sufficient to test the

Atoka-Morrow formation;

PROVIDED FURTIER, that in the event said operator does not
commence the drilling of said well on or before the lst day of
July, 1982, Order (1) of this order shall be null and void and
of no effect whatsoever, unless said operatog obtains a time
extension from the Division for gocod cause shown.

PROVIDED- FURTHER, that should said well not bhe drilled to
completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Division Director
and show cause why Order (1) of this order should not be

rescinded.

(2) That Harvey E. Yates Company is hereby designated the
operator of the subject well and unit.

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

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

liable for risk charges.

~{(5) That the operator shall furnish the Division and each
known working interest owner an itemized schedule of actual well
costs within 90 days following completxon of the well; that 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
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Casce No. 7490
" Order No. R~-69218

be the recasonable well costs; provided however, that if there is
an objection to actual well costs within said 45-day period the
Division will determine reasonable well costs after public

notice .and hearing.

1
(6) That within 60 days following determination of

reasonable well costs, any non-consenting working interest owner
who has paid his share of estimated costs in advance as provided
above shall pay to the operator his pro rata share of the amount
th&t reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

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

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

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

~ (8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced

the well costs.

(9) . That $4000.00 per month while drilling and $400.00
per month while producing are hereby fixed as reasonahle
charges for supervision (combined fixed rates); that the
operator is hereby authorized to withhold from production
the proportionate share of such supervision charges
attributable to each non-consenting working interest, and in
addition théreto, the operator 1is 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 ncn-consenting

working interest,

(10) That any unsevered: mineral interest /zhall be
considered a §even-eighths (7/8)' working interext and a
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Case No. 7490
Order No., R-6918

onc-cighth  (1/8) vrovalty interest for the purpose of
allocating costs and charges under the terms of this order.

{11) That any well cests or charges which are to be
paid out of production shall be withheld only from the
working interest's share of production, and no costs or
charges shall be withheld from production attributable to

royalty interests.

. {12) That all proceeds from production £from the subject
well which are not ~ disbursed for- any reason shall

imnediately be placed in escrow 1in Chaves County, New

Mexico, to be paid to “.e true awner thereof upon demand and
shall notify the

proof of ownership; tnat the operator
Division of the name and address of sald escrow agent within

30 days from the date of first deposit with said escrow
agent.

{13) That jurisdiction of _this cause is retained for
the entry of such further orders as the Division may deem

necessary.

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

hereinabove designated.

TE OF NEW MEX1CO
CONSERVATION DIVISION

JOE DT mtqs?/

Director

'SEAL




HAQIVEY € YATFS COMPaNY

DALY DITLLIEHG AND SORKOVER RFPORT

99980
HEYCO
£ 80X 1933
ROSWELL NEwW Y XICO

CURLEw Myov ¢

PROSPECT

LACAY ION 13809F #N £ €L, SEC 19, T
RP-30¢ 3, CHAYES CO.,; N™

PROJECTED TO 8760

CONTRACTYOR TORPLETION — CHASH

HEEESEETCETCECETELHCE
06716782 SITP 750 PS S1CP, 0 PST.
RU TO S¥B, COULDN'T CET SwAa.

RUY TO S«8. IFL 1500 £ SCATYCEREO, FFL S000t

P o dod
o
1,

PAGE
G/22/782

Bt tia

aL0w OWN #ELL TO PIT, GOOD GAS.
PASSED THE TREE, CHG OUT TREES

L SCATTEREO.

REC 18 BALS S4AfIING & 10 80OLS FLAOWING., 34 BLTP . S0FN. WIR
ANALYSIS?: 6/14/732 1215742
RESISTIVITY .073 & 75 DEG 0BG 2 70 DEG
SP GR 1.125 1.095

PH 3 3.6

CaA 40,800 32,000

HG nIL NIL

cL 82,500 79,000
S04 LIGHY 9060

Hca3s NIL NIL

FE HEAVY S0

NOTE: _20?: OF SAMPLE 1S D1

06/17/782 SITP 708 ©S1, SICS O PSI. BLEW «ELL TO £1IT,
YO SWd. [FL 19080' £ SCATYERED. FFL 7500%' ¢
18 ga w/TR OF COND. GODD GAS AFTER EACH Sd8
NOT €STA8 RATE. SOFN.

06718782 SITP 400 PS1. NU HUWNCO TO ACID FRAC W/10,00
€ 15000 GAL WGH6 GELI D 2¥ XCTL WATER FO2 MISS
PERFS 3 8595" - 8555%! IN 3 STAGES wW/36 BALL

GOOD GAS. RU
SCATTERED. REC
RUN, BUT COQULD

0 GAL 20X NE-FF&
ISSIPPI AN,
SEALERS. MAX

PRESS - S5200: AVG PRESS -~ 4800 FINAL PRESS —~ $900; MAX RATE

4 8PM; AVG RATE - 4 3PM;: FINAL RATE 4 BPM.
3600%, 10" 3600#, 15™ 3550#. TLTR S60 BBLS,
START REC LOAD, WELL FLOWED FOR 6 HRS & DIED
IFL @ SURFACE, FFL @ 2200'. REC 30 B88LS SWA

FLOWING, 480 BBLS LEFYT YJ REC. SDFN.
WATER ANALYSIS FROH® 6/16/82.
Rw <06 @ 7S DEG F CcL
SP GR 1.80 S0&
H P HCO3
CA ‘18,100 , FE
NG NIL

06/19/782 SITP 400 PS[, ACID GAS. BLEW UGYN TO PIT.
800, FFL 3300' ¢ SCATYERED.
SDFNa

06/20/82 SITP 750 PS{, NATURAL. GAS & ACID GAS.
FFL 6000°¢ ¢ SCATTERED & REC 48 BLw W/GAS AFT
VNOY £STAB FLOW RATE. SOFN.

06/21/782 SD FUOR SUNDAY.

06722782 SITP 1000 PSI, GOOD GAS.

. TO Sw8. IFL 2600°, FFL 6000°¢.

BLEY O0OwN TO £IT 1
REC 26 BLW.

RV TO SwW8.

1IS{pP -~ 37002, S"
/D HOMCO €

« RU TO SWAS.
Q8ING £ 90 €©8BLS

655503

600
CNIL

200

RU SWBe IFL

REC 90 BLW, APPROK 350 8L TR,

IFL 800°,

ER S¥W8. COLo

N 10 MINS. RU
SDFN.

P
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HEYCO
PO 6Qr. 1933

NOSwELL

HARYEY £ TATES COMPANY PAGE
CAILY ORILIL_IRG ANG wORKOVER KRFPORT /Y5782

NEw MEXICO

CURLEFA 197 ¥

PROSPECT
LOCAT ION 1980 FM L ELs; 3EC 19; T-8S,
H-30F,; CHAYES CO.,; N ’
PROJECTED TD 8760
CONTRACTOR CAMPLET[OM ~ CHASE
CECTEHEL LT LS SRS LSS L ESULE
06/09/82 CONT [N HOLE w/3~F/8% BIT, 4-1/2% CSG SCRAPER, & DTS, ¢
2-3/8" n-80 TBG. TBG STARTED DRAGGING LASY 1000'. GIH. RY
COMPLETION RENTAL TO STARY DALG OUT. TEG ¥DULD TORAOUE uP,
POH TO LLOOK 2 ORLG EGUIP. SDFH.
06/10/82 GIH w/3~-3/74" BIY, CSG SCRAPER, 6 DOCIS £ 2-3/8" YAG. 186
SYRTD ORAGGING @ 4B800t, R REV UNIT. T8G 20ULD MNOT TuQM.
f TORQUED Uf}. POHy RD BOP £ SCG SPOOL. RU 4-1/2" CS56G
SPEAR € PULL CSG UP S8% £ HAD S0,0008. REPAIR SLIPS £ SETY
S50, 000# 08 SLIPS. #HD €SC 5PEAR £ RU TBG SPOIL £ 8OP. SOFN,
06/11/82 GIH W/3-3/74" B8IT, 4—1/2" CSG SCRAPER,; 6 0CTS £ 2-3/78" T8G.
MIT FC @ 8702%., RU COMFPLETION REHTAL £ SYIT DALSG OUT YO
SHOF. HIT SHIE 3 87467, CULEAN UP HOLE £ LD CSG SCRAPER,
GIH ¥W/B1T, 6 DC'S € 2-3/8" T8G. SOFH.
06/12/82 AU £ CIRC FoW CUT OF HOLE W/2X%X KCL. $FOX £ RO COMP REMTAL.,
f13 MCCUOLLOUGH YWIRELINE TO RUN GR/CBL # COLLAR L 0G. PBYD
B7447%, FC @ 8702%, TOC @ 60507, SHORT JT 3 7852-78737, pPULL
LOGS OUY OF HOLE £ SOFN.
06/13/82 U MCCULLOUGH TO PERAF MISS 2 8595°' TO B8601%, 8626°% TO 863417,
8649!' T0 8655 W/2 SPF. {TOTAL 40 .41% HOLES) R0 MCCULLOUGH
WIRELINE: GIH #/BAKER MODEL R DG PKRy SN & 2-3/8" N-£0 TBG.
SDFN.
06/14/82 SO FOR SUNDAY.
06715782 SITP O PSIy SICP 0 PSI. FIN GIH w/TB8G. RU HOWCO £ SPOT 2

8BLS ACIO @ 8660°'. PULL TB8G T9 8480°' £ SET PKR. RD 80P ¢
RU TREE. BRX ON PERF*S FR 859S® YO 8655'. FORM BRK 2 2600
PS{e. AfR 1L BPM @ 2700 PSI. PUT ACID AWAY. OFPEN BY-PASS €
SPOY 4000 GALS 20X MUD-202 £ 80 BALL SEALERS &€ FLUSH wW/2x
KCl., CLOSE BY-PASS € PUT ACID AWAY. MAX RATE 2 8PM @ 4800F;
AVG AATE 2 8PM @ 3600Cs; FINAL RATE 2 BPM w I300F. (sip
3200#; S™ 2900#. TLTR 132 88LS. RD HOWCO. STRY REC LOAD.
OPEN WELL W/2000# ON TBG. STRYT FLOWING TO PIT. FLOWED FOR
30" £ STRYD CUTTING NATURAL GAS. FLOWED FOR & HRS ON 3/47
TK $/FTP OF A0f TO 100¥. STILL MAXING FLUID. REC 70 8L,

62 BLTR. SOFN. oy

IR LI S .

R Y N




BAVYES F O YATEL CLVEEARY : PLCE

EAILY £LRILULING £00 wlEACYER HGFPIRT 5/GL782
G5GH0
VEYLCC
FC BCy 9233
FCSAFLL. bW MEX IO
RSPy CURLE=" Y1 N}
CCCATICN 158Gf% b L Et, SEC 16, T-£5,
TR0, CHAEYES COay WM
ERCILCTEDR 0 PRI
CCAIRACTICH GHLG -~ StEREGA GIC #7
L4480 L LLLUSLLLURGUTL LY
Cas2B/782 LAY 4325 CFEFERATICH -~ TGIP FGR CST &4, CEETH - ES12%, PLRCC~
AESS — 269V, FORVATIEICH ~ Gk F SC. M8 G.5%3 VIE €95 P+ 7.9,
al By FC 2732y CL 744CC0y SCLICS 46.,57%. CAELGC 17 +6S, TRIFS 4
HRES, S5H 1/4 HRy CIRC E€-3/4 +RE<, CC -~ $143244; CC -~ $512,66G62
C4s/2S /82 CAY 44y CFELRAYICR ~ PCH %/DSYT ¥4 4 CEFTIH ~ AS12V, KC PRCGRECE
FORWMATICH ~ SC £ She PMw S.58y VIS 65y P 7.5y % 8, FC (/32

CL 74,8€CC, SELICS 4+%5%. TVRIPS €-1/2 VRS, SK 1/4 +R, uC E

AN CAL IPER LCG 4~3/6 HES, PU TEF TCCL 2-1/4 FRSy L EQUILF

2 HFS, I1STC 4-3/4 HES. CC - $144137; €C - 15304556,
C4/30/82 DAY 45, CFERATICN ~ OFLG, DEPIH ~ £578', FRCCRESS =~ €59,

CFOAVATICK ~ St. M 9.7K, VIS 65, F¥ 7.55 al £, CL £5,CC0,

SCLIES 2%. CRLG 12-1/2 H&ES, TRINS 7-1/2 HRS, LCAEC TST TOCL

3 HRS, WSF 1C €TY¥ | HR. CST 442 INTER FR E4R2' 1L £S12Z!

(25%)., TCCL CFENEC %/WEAK TC FAIR ELCW. RECFEMEL w/FAIR TC

GCOO 8L Cw.

-8 - 43724 609 FFP — 7Sa-1264
1S" fFF ~ 1Z54-1004 1EQ" FSIP - 1G47a
20 (€(p ~ 2S1H FEE - 42208
GEL 12C' CF, R0 5HCH CIL €K G2S. SANELER: 520 F<I, c0 ¢
: CF;s MO CI1. (A CGAS. A+T 1588 CEC F. DC - 472327; €C -~ 7,E2€
CS/OL/B2 CAY 4E5 CEERATICM ~ OFLGy CEPYH - 87320', FRCCRESS -~ 15?',

FORVATICK ~ LI £ CHe ¥ G,78, VIS 57, FH 1C, sl 7 CL
E44,CC0, SCLICS 4%, CRLG 22-1/2 FFSy SR 1/4 HRy CIRC 1/4 KR,
€CC -~ $7€175 CC —~ 1445,652

CS/02/82 CALY 4743 CPERATICAN — (CGCING, CEPTr - £750%, FLCCRESS - ZCY,
FCRMATICK ~ LI £ Sfe e STy VIS =7, FH 8, W E, FC 1732,
CL €4 ,;CC04 SCLICS 4x. DRELG 6‘HFS, TRIPS S-1/72 HRS; CIRC 2
HRSy 10-1/2 ERS RU 7O LCG € LCCCINC. cC ~ AZ2972€0C; C(C -
$S57€,412.

CS/03/82 DAY 48, CFERPATI(N -~ BFK CA TS1 YTCCLy CEFY+ - £€75C¢; NC FRCG-
RESS,y FCRVATICM ~ L) & CH. CEV ~ 2/4 CEC & B7SC*'. Ve FG.78,
VIS €7, FPH @45 ®L B4 FC /22,y CL eb,oco, SCLICS 4%, Ts1PsS 32
HRS, CACCING S~-1/2 HRSy WALITING C» CRCERS 6-1/2 KHFES, CST #C
S HRS. CSY #=:2 INTER FR ES7€* TC e<er’, €C -~ $1G3427; CC
- $S88,£SC. ,

CE/04/782 DAY 495 CPERATICN ~ TIH, CEFPTF ~ E76CY, ML FRECGREZS, FLRNMA-
TIOM L £ CHERT., CEY - 3/64 CEG @ €E7£0°%, Me G.€E4, VIE €6,
PH EaSy WL 7, FC 2722, CL BEH(CCy SCLIDS 4%, THIPS 4-1/2
HFES, LCAC CUT TSY TCOL 1~-1/2 RS, REFAIRS I8 RS, CSYT aS:
INTER €<82°* IC e760°* (172'), TCOL CFENED -W/%EAK ELCw,y, RE~
CFENED 9/7%EAK PLCGR,. HEC 12CT VERY SLIGHTILY C(¥, CSANFLEF:
97S PSI, ECO CC VERY SLIGERTLY GCM, BFT 130 CEC Fo N0 CHARTS

RECes DC - $7S65; CC ~ $566,81S5.




G224

A I Y 6 YATES (OMOAKY CAGE
P20 K2 SN B 5 GO B PR SN °F 0 SHRRTY SN QR VESE TR *F £ o 0F PN { w/2t/78672

CATE S k. b $e0 Y ({HT
SUTIE 919 07 uiilty nAaTICNA v p

HCSwmE L

FROSPECT
LCCATICH

FrRCyeC1en

CONIRACTCH

2 B o S
R

- VRN - A s A
RGN L

Carse1/70/

Chrs72z/7¢2

C4r/23/782

Cars/24r742

04/2</782

C4/26/62

C4s27/2

[CHC TR F O S A S

CuLr s 197 ai

1594GY Fh g 1L, SFC 16, T~8S,
» -30F , CHAVET ((le, NV
Fi: .- GO

.00 - ke s BIC A7

LAY 6, GEFEATILN - CIHEC SEELS, CIETE - R4LEY, EPOGRELS ~
LYy BORYETNLER -~ L] L ub. LEY - 172 GFG & T8IRFYe MW 10414,
VIS %0, 8V 10, sl 10, FC /32, €1 (02,CC0, <SOLILS 6%2. CPRLG
22~3/4 1S, 9 Aza s, CIRC 1 HR, DO - $10;1225 ¢ -~
$0420.,072 .

CAY 27, Csswrbllt ~ BT #42, DEPTE -~ RAZAY, FERCCREST ~ T4,
FORMATICN ~ SC £ SHe CHYV - 374 LiCG & E423%, NMw 104, VIS 40
Fhi 19, wl 10y FC 1732, Cl. 1€2,6C0, SCLICS £%« CRLG | KR,
TIPS 13-1/,2 MAES, CINC 1-1/2 FRS, wORK @GCP 1 PR, ST 42 5
HiS. IRTER Ffr E350% 10 94223V, CC ~ 41334277 CC ~ $436551C.
DAY 28, OPLEAAMTICK - CI1RAC FOR SANELES, CEFTH -~ 24521,
PRGGAUISE -~ 98, FCRAIVATICH - LIy S+ £ SCs  CFV ~ 3/4 DEG 2
Ba220, Ma G498, VIS 4Gy FH 74 %L Gy FC 1732y CL (4C,C00,
SCL LIRS 1%, OFRLG 3~1/7 v99%, [(HIFS 7-3/4 ¥RSy CIRC 7-1/4 HES,
REV CUT DST #2 2 HES, #0 LYRES £ 0K CwN CHRRTS 2-1/2 HRS,
CsST vz [HTES F6 832501 1 £42730 (739),

[HP - 45254 60" FFFE - 1264~12€4
19" [FP - 754-7%4A ge” FSIE - 2764
3L 15190 ~ 1 764 FHFE -~ 4€2%y

REC €0 YI-siYy SLIGHTLY U & GC DFs SANSLER: 50 P£Ssty 2¢CC CC
DF {SLICHILY CC)e BT [ 30 DEG Fos LT - $12,2%4; CC ~ 452,804
CAY 19, CECRATICN - DGT 42, CEPTH - 84S2', PROCGRESS - 04,
ORMATICH - 1L & S0 OEV ~ 3/4 DEG 2 84524, Mw 1 T,14&,4 VIS
425 K 10y wl. 3y FC 1,32y CL E5300C, SCLIDS 4.5%. TRIFS
V=172 HFESy CIGC 11=-1/72 HRS, CSYT #3 3 HAS. DC -~ $10,;,703;

CC -~ 34634507,

DAY 60, CPERATICN - CIKC) CEPTF - B4€7', PRCGRESS - 15t,
FOARNMAT ICN - S% (£ SC. Mw 10,18, VIS 42, PH 10, wL 9, fC
i772, (L 85,000, SCLIDS S.5%. CRLG 2 HRS; TRIPS IS HRSy CIR
CLlRe 1-1/2 MRS, CSYT #4 S5-1/2 +RS. OST #3: INTER Fr438°¢ TC

ves2 (14%).

IHP® - 42438 €0Y FFP —~ 1134-313s
30 IFP — 3394-36%5» 66 FSIP - 3041 4
€0 [(SIP - 26324 FHP ~ 3G414

REC S500' GCM. SAMPLERZ 4 PSIy S CC CM. RESULTS CF £ST 44
TC FOLLCAS E£C - $164,037: CC - 1477,544.

CAY 41y UFERATICN ~ CIRCy DEPTH - B4€7', PRCGRESS -~ 0%,
FORAKATICN - SH £ SD. Mw G.38, VIS 615 PH 7, wb 4, FC 1732,
CL 72,CCN¥ SCLICS 3X.  OFLG 1/2 HRy TRIPS 1-1/4 HFAS, SR 1/4
kRy CIRC 13-3/4 HRS, @ASH TIC €TV I-1/4 HRS. COND HCLE FOR
D57 #4. L£C - 111,610; CC - $428G,154.

DAY 425 GPLRATICN - DFRLG, CEPTH -~ BATE', PRCGRESS - §%Y,
FORMATICh - SH, CEV - 3/4 LEG & H4S2', Mw G.58, VIS 65, FH
79 aL 12, FC 1/32 €L 90,000, SOLINS 3IX. CRALG 2-1/4 HRS,
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GeER24
YATES UNERGY (G

SUlvff;‘ S19 stlya by hal[CANAL

HCSwELL Nows MEXTTL
PHRCSPECT
LCCATICN

PRCJECTEL FC
CCNTRACTCR

!J—‘I.d.’.l..l;.‘./r-ﬂ/-’-/—/:nI.—'J),J.-LI’.
PN NENNN NN N e N N e
VRl 2=274 )

L16,509: ¢ - 1469,

i, CineC 17 1mc,

YATS S CUMNEANY

Lol fr0 ARG SLLECVER RE PO
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CLillLE e MIGY oy
1985 b 6ty SEC 16,

Re=- 30y CHAVEYS 1G4y NWM
G300

fep 6, - SEFSIRA SIG w2

AAGE TC 2T
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GG9480
HEYCO
P BOox
ROSwELL

PROSPICT
LOCATION

PROJECTC O
CONTRACTOR

........

Caszt4/82

Qa/15782

s /716782

CasL7,82

Jg4s/18/82

g4/19/782

C4/20/82

ALY 0 YATEY CNVEANY PAGE
CARLY RDRITLUING AND WORKOVER RFPORT 4/20/82

21
MEW ML XTCO

CUstLfa 919" 4
tasnt BN & EL, SEC 19, T-8S5,
H~30F, CHAVFES CGaey KNM

To 9300 .
DILG - SIFAQRA RIC #2

BBV ROR GGG a

DAY 29, OPERATICN - DALG, ODEPTH - 75€0', FACGRESS -~ 1451,

FORMAYICN ~ L1e UEV - 3/6 UFG & 7215'., Mw 10.4#, VIS 43,

PH GeSy wl. 764 FC 4732, CL 128,000, SOLIDS €.5%s DALG

23=1/4 FRS, SR 174 HRe NC - $3512; CC - $3E8,29S.

DAY 30, UPERATEIGN — DALG, DEPTH - 7785', PRCGRESS =~ 2251

FORMATION - LI £ SHe DEV - 1| OFG & 7785%. Mw 10.44,; VIS 44

e 945, CL 127,000, SOLIDS 7.5%X. DRLG 23 HRS, CIRC 1 HR.
DC - $9769; CC - $398;0h4,

DAY 31y OPERATICN - NDRLG, DEPTH - 78€4%', PRCGRFSS —~ 797§,
FORMATICN - LI & SHe OEV - 1/2 CEG & 7818', ™Mw 10,14, VIS
4ty PH 9.5, CL 128,000, SCULIDS 8%. DRLG 14-1/2 HRS, TRIPS

8 HRS, TOTCOS 174 Hly SR {74 FHHy CIRC | HR. TC — ¢$2786; CC
$400,850, .

DAY 32, OPERATICN - DRLGy CEPTIH - 7923', PRCGRESS - €97,
FORMATICN — (I £ SHe Mw 10.14, VIS 41, PH G.S5, WL 40,
SOLIDS 7X. ORLG £-=1/2 HRS, TRIFS 14~1/64 MRS, SA 1-1/6 H,
DC ~ $2S96; CC — $403,446.

DAY 33, OPERATICN - DRLG,; DEPTH - 8042%', PROGRESS - 109,
FURMATIEN — LI £ SHe OES - 1/2 DEG & 7E18', Nw 10.14, VIS
A1y PH 9.5, WL 19, CL 120,000, SOULIDS 6.5%. CRLG 23-3/4 HRS
SR L/4 HR, OC - $4237; €C - %407 ,683.

OAY 34, OPERATION - DRIL.G, OFPTH - n178%Y, DOOQGRESS - |
FORMATICN — LI €& SHe MW 10.2#%#, VIS 40, PH 10y WL 1?7y FC
3/32s SOLIDS S5S.5% ORLG 23-3/4 HRS, SR 1/4 HR. 0OC - $3264;
CC - $410,947. .

DAY 35, OPERATICMH - DRUG, DEPTH - 8289%, PRCGRESS - 11419,
FORMATICN - 1.1 € SH. DEV - 1/2 DEG & 7e18'., MW 10#, VIS
40 PH 10, WL 22, FC S/32, CL 124,000, SOLICS S.%%. DORLG
23-3/4 FRS,; SR 1/4 HR. ODC - $50023; CC - $415,950.

2348
~o s




HAAVEY |- YATr S COMPANY PAGE 1
GATLY DYILLING ARD wWCRECVIER REPORT 467146762
$S980
HEYCO
PO BOX 1933
ROSWFLL N0 % MeXICG
PROSPECT CURLEEw 14" of
t.CCAT [ON 132010 BN fl,y SCC 19, T-u5,
R-30F , CHAVES C(Oey NV
PROJECTED T 9305
CCNTRACTOR DG — STERNRA RIGC #2
04/08/782 GAY 23, OPFRATICN ~ THRIP, OSEPTH - 66€9' , PRCGRESS - [43Y,
FORMATION — SH; ABR, & CteEMT. CEV - 1 DEG & 6660%. Mw 1G.14
VIS 37; PH 9.5, CL 130,060. DRLG 20-3/4 HRS, TARIPS 2-3/4 HR
TOUTCOS 176 HR, 5% 1/4 1R, ’
C4/09/782 DAY 24, CPTRATICN — DRLL, DEPTH - 66C0T, PROGRFSS - 121,
FORNMATICN ~- SH L COLO. DEV - §© DEG @ ELS0Y, MW 10.34, vIS
39, PH 10, CL 127,000, ORLG I6-1/2 HRS, TRINS 2-3/4 HAS,
SR 176 HRy; WASH £ REAM TQ GT# 3-1/2 HRS. DC - $40223 CC -
1361;069.
Q4/10/82 BAY 29, UPERATICN - DRLG, DEDTH - GIEA' | PRCGRESS - LEBTY,
FOAMATICN - DCLC & CHIZPT, OFEV ~ 1 DEG & 66CGYT, KW 10.3#%,
VIS 93y PH 9.5, wl 19y FC 3/32, CL 126,000« ODRALG 22-1/2
HRS, TOTCOS 174 HR, CIRC 1-1/4 HAIS., 0OC - AFPRCX $106,000; CC
- 1371,060.
G4/11782 DAY 26, OPERATICN - RRLG, CEPTH - 7093', PRCGIESS - 1307,
CORMATIGN — DOLO, SH £ Lla. *a 10.3%, VIS 47, :PH 9.5, WL 15,
FC 2/32, CLLO 126,060, SOLTIDS 6% ORLG 23—1/4 HRS, TQTCOS 1/2
HIZ; S 1 /4 HA, CINC 1-1/a8 1AS . 0C - APPRCX 410,000; CC -
$3814069.
04/12782 DAY 27, OPERATICN ~ DRLG, DEPTH - 7216', PRCGRESS - 118¢,
FURMATICM — Lls. CEV — 3/4 DFEC & 21€6'. Mw 10.3¢, VIS 45,
Pi1 10y WL 1S, FC 3732, CL. 126,000, SCLIGS 6X. CRLG L4=3/4&
HRS, TRIPS S HRS, TOTCOS 3/4 HR, SR 1/4 HR, CUT ORLG LINE
4 1R3. 0C - APPROX $10,000; CC - $3G1,069.
04/13/782 DAY 28, OPEFRATICN - ORLG, DECTH 7351', PROGRESS - 145!, FORW
ATICON - LLle DEV 3/4 DEG # 721S5%. MW 104448, VIS 46, FH 9.5,
WL 15, FC 3/32, CL 128,000, SOLIDS 7%. DRLG 18-1/2 HRS,
TRIPS $-1/2 HRS, TOTCOS 1/2 HAR; SR 1/4 HR, CIRC 2 HRSy RE-
PAIRS 1/72 HR. CC — $3613; CC - §334,733.
Q4/14/782 DAY 29, OPERATICON - DRLG, DERPTH - 75€0', FROGRESS - 1457,
FORMATIGN — Lle DEV - 3/4 DEG & 7215'. MW 1O.4%, VIS 43,
PH 9.5, WL 76, FC 4732, CL 128,000, SOLIOS €.5%. DRALG
23-1/74 HRS,y SR 1/4 HR, ODOC - $3512; CC - $3€8,255.




Moyt ¥ YATE G (NVIEALLY ACE 1
| AL 7 e P T RG ARDY WORKOVER EFORY hy Q6L 82
: | ,
IRIEN A KN
frip oisttx pa g
Pivtiwd L SN b XL}
S o} THOL W PG g
LECAY Y 10l ON F Py SEC 19, T-8S,
N3N, CHAVES €.y NV
LN AT AN F RN I L L LY _' ‘nn
AR R Sal IR AT) | [A YT 8 - QIFRRA RRIGC »2
MENE AR R SRS AR AR R AN (R A AR AR N CF n A
RNALI /NP v, 1, qHr or ey o cALr TOCL .
Nz rzie? 1y CAN T TOOL .
BEFYHIP DAY 1y OV QRATION - OILGy CEFTE - 10!, PRAOGRESS - 10,
YOIRRARTIOM - D KTy, SPUNNDEND o 4:30 PNV, 2-27-82. SOF N,

MY I SUa GOy D CUIRIVA Y,

ARV EARCIVE (e BERAN % 4 "y PO AYINNM - O1G REFOAIR, CEPTH - 1'0’. COQCRESS - Ol,,
FNDMATIUON - PED N0, NIG REPAIR 8 HAS.

A0 87582 M g eonT,

NALOK /I MY GEDPONRT

DXJOVAH LA MY AFNNARY,

N707/7np 10 jupPon

Nr/00/Np Moo pEAnRY

AV /NG/0ND 10 renpT,

NVZEOZND DAY 1, (RENLYION - PGy, NEFTH < 21', PROGRESS -~ 11, FORM-
AYI(Y - Dy Oen, Y6 RECATIRFC.

NIz /703 NAY A, NOTOATYINN - DO(G. NEFTE - 29f, PROGRESS - &', FOPM-
AT{OM - orn nen,

NHYEIIO9 Ay K, OAPREOATIAN -~ DRIG, DFPTH - 38Y,; OROGRESS - 9', FCAMA~
YEIENAN - AFND ABFE,

QA /10D 9y £ Q0 CASWLE TOOU .

AL L sND DY F MO CARLE TQOOL .

CA2149762 S0 FOR. SUNNaAvY,

QI /16702 MY L RURY (SI<PoA afc ¢2),

VDI/VT/782 DAY L1y OPERATION - DRLGy CEPTH €01, PROGRESS: ~ 22', FORNA-
TION - SURF RGAGCK. MW 8.6 9% VIS 344 DRLG EQ, RU 20 HRS,
MIX MUD 3 HRS. BEGAN ORLLG AT < QC AN, 3/17/82 '

U3/ /18782 DAY 2, OPERATION - WOC, DEPTH - 1211, OQOGRFSS ~ 250', FORM-

’ ATICN — RED BED. DEV — 3~1/2 DEG @ 321 ', W~¥w G,9#, VIS 5S4,

PH 7 DRLG 9-1/2 HRS, TRIPS 1-1/4 HRS, TATCNS 174 bR, SR
174 HRy, CIRC 2~1/2 HRS3y NG CSG & CMTG 3-3/74 HRS, wCC &-1/2
HKRS RU. & RAN 13-3I/6" 8D STeC AS FOLLOWS:

LJT 1'3-379% A8# SYELEC 20.70¢
8 JTS 13-3/8" 548 STEC . 315.051
TaT AL I35.75°

CMTD w/325 SX CLASS "CM PLUS (/44 PER SK FULOCELE € 2% CACL.

CIRC 70 SX TO 9IT. PD @ 12:30 AM; 3/18/a2,

DAY 25 OVERATION - WIC, DEPTH — 321', PROGRESS - 250', FORM-—

ATION — RED'BED, DEV ~ 3-1/2 DEG @ 321 ', MW G.9#, VIS S4&,

PH 7. ORLG 9-1/2 HRS, TRIPS 1—-1/4 HRS, TOYCCS. 1/4 HR, SR

174 Hity, CIRC 2-1/2 HRS, RNG CSG & CMYG 3-3/4 HARS, WAC 6-1/2

HRS. PC @ L2140 AM, 3/13/82. CSG & CMTGC DETATIL TC FCLLOW.
03/19/82 DAY 4, UPERATION:'— ORLG 78T D 1200, pEDPTH - 321¢, NC PRQO-

GRESS; FORMATION - RED 2ED.  CRLG wW/WTR. WwWOC & HAS, KUY €

TST WELLHEAD & DBOP 12 HRS; DRUG CMY &4 'HRS. COSYS TC FOLUOW.
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HEY OO0
2 Hox
ROS e LL

FROSPLCT
LUGCAT [C

PROJECTED

CONTRACT Uik

24 5% oo

g 3% % P A e S F S
FEI X vl - S

G3r20/782

Q3721782

43722782

Q223782

Q3724762

03725742

02/26/7482

CAr2rr82

Bp i A e
A ATt at

HAR VEY

ALy

1233

W Ww Mg XL

cuine

gt

- B3y
1

W 2 W

B L B E TR
OPERAT [N - ORLG,
RED NEH, CEV
12y N /e GRILG 21-176
CI2C 2 HRS. LNST . CHIRGC &
DAY Sy GPEOATTON - DG,
FURMAT ICH SALT ANHY &
DEG A 1949, My GL,%,
TCTCOy 172 tIRS, 0C
DAY 6, GPERATINN - OR1.G,
FORZATICN -~ COLC,y CEFY 374
P 7. DRLG 23-L/4 HRS,
111,390 CC 199,114,
0OAY S, QPERAT IQN-
Z2ARS5Y, FCAMATICN -~
ORULG IAa—t/4 HRS,
INSTALL RCT HEAD
DAY 4, GOFRATECH -
FGRMATICN - DOLG.
O G.5, CL 120,009,
ES ey WOC EY-1/72 HRS,
TQC a 750", C5G & CHF
CC = $197,52G.
oAy 9,
FORMATICN - DGLC. M4 10¥
L/72 HRy QUNNING L' PLIOC 4
MU,y TSTG £ 10 WEULDER 15
FOLLOWS:

DAY 4,
SUAIMATION -

v

NoLG.
TRINS
/72 HRS,.
G
b v
R[RMG
Py o1
ut

ot

19 J7S.30#
58 JTS

I Jv 324 Q-
St.T @ 2800' (NOFE:
LETE PLUS 4¢ SALT,

SHCE. . J
5¢ GIL

[N w/200 S¥ CLASS "C" PLUS
BUMPEQ FLUG W/S500+4 OVER PRESS,

CLASS "CY FLUS
ccC 1236,192.
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TDREWIH -
e G .6,
IPS 2 HRS,

iz7ar,
VIS 29,

SR 1/2 HR,
nc

DEPTH - 3330¢,

DEVY - 374 DEG & 2800°%'.

tiset,
23-1/72 HES,

1/4 HRS,

492, CC - 1267,
AQ PROCGCNFSS,
10#,
CMTG
C¥T DID NCY CIRC

120,000,

1/4# FLOCELE PER SK.

Cto NOT CIRC.
DC

PROGRFSS —
PH 9.5,

WORK RCP |
tasn:

PRCGRESS -

GAGH

a/0OAR/ 22

- 71350,
B.F4, VIS
t/h HRS,
- 472,677,
- 757",
CFv 1/2

PROGRESS -
Cl. 120,000
SR L/A HiE,

£06 «

vIis 39,
t-1/2

17,514;
NO PROGRESS

SR
3 HRS,

TAN €9 JTS RBR-S/78"™ CSG AS

CMTD W/1600 SX HOWCO

TAYL
2% CacCL.

1" w/2s50
- $38,572
474%,
cL

ce -
cC

591,
¥w Q.6%,




1
t YO,
LEN GRS T S BRI )
ROUSWELL "t ow

CRCLPELT
LCCAT IO

PROJECTY D T
COUNTHRAC TN

e A L e S A Ae Sy K M N A A A
e ey SV P I G e (I s > I S g
P
VIS

INYER FR
ey

e

WG

oC
Cl/28/702 DAY

ST MAT [CN
VIS 2%,

cCiucC

C/29782 OAY

i

La3an,;

BICE KN N Wl e 2

STEAINA RICG

TN 33304, TCCL GO a/w«

H3Y- 1004

SAMPLE P
OTV OF TCCL
L1Sy6739; 12056, 70.
y OPLRATICN
NCLLC & ANItY o

GPERATICN

FURMATICN 35344,

$271 3947,

QE T

19, =75,

22-1/4 virh o, 0357
BLO%, [INC TG

FEI: = | 2S4=250¢%
1204 FSIP - 103ay
FHO — t4wax
2500 CC FORM aTe,
COVFERED W/C[IL .

PROGAE S —

28001, Moy

TRIPS 8-1/72 RS, SR t/6
126735009,

PRCGRE SS -

C2/30/62 DAY 14, OFERATICN - DRUG, CF9 T = 4536', CRCGRESS -

CunearT 1Cr
]oﬁk“,

i,
Q2/31/82 DAY

VIS

TIPS
L2849 73.

OPERATICN
T ORMAT ICN

Cars01/782 DAY

A

T 1ps
+307,2
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Q3/13/862
Qars14/82
C3s715s82
c2/16s782
Q3s17/782
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MIX MUDO 3 HKS,

HA Y YATES (C*$ ANY OALGF
DALLY DP1LLTIAG ARD WORKCVER REFPQNRT 3r722782

1733
bt o« M {CG

CURLCw YIS #f

149304 8 £ BL, SEC 16, T~85,

e 20, CHAVES CDe, NM
o I3C0

ORLG - SIERRA RIG 42
810G LUC. MI & w3y CACGLE TUOCL.
RU CABLE TOaCL. .
DAY 1, CPERATION -~ DBRUG, CEPTH -~ 10%, PROGRESS - 10°%,
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SD FOR SUMDAY,
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NGO REPORT.
NO RFEPORT.
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NU REPORT .,
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NO REPORT . _
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ATICN - RED 8BED.
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TION - RED EBED.
RD € MO CABLE TGOL.
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SO FOR SUNDAY,
M1 £ RURY (SIERRA RIG #2).
DAY 1, QPERATION - ORLG, DEPTH ~ 60!, PROGRESS ~ 22%', FCRMA-
TION - SURF ROCK. MW B.4%, VIS 34. ORLG t HR, U 20 HRS,

BEGAN ODRLG AT S 00 AV, 3/17s82.
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32, P+ -~ 7. DRLG 21-1/4 HARS, TCTCCS 1/2 HRS, SK 174 KRS,
CIRC 2 HRSG, (LOST CIRC D 700°. CC — $18,3235; CC — $72,677.

DAY S5, OPERATION - DRLG, DEPTH - 1980', PROGRESS - 7579,
FORMATION - SALT ANHY £ DCOLG, DEV 1/2 DEG @ 1358%', CEV 1/2
DEG » 1949', Mw 9.87, VIS 30, FH 7. DRLG 23-1/2 HEKS, ‘
TOTCOS t/2 HRS. OC - 415,0S1; CC - +87,728.

DAV £ OPEQATION — 001G, OEPTH — 26160, 0QOCAE - s&s
FCRMATICN - DCLO, DEV 2/4 DEG & 2448'. WMw S.7 VIS 30,
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HARWYEY £ YATH L CCMPANY DAGE

DAILY DEILLING AND WORKCOVER REPCAT 3/15/82
G950
HEYCO
PG 50X 1933
ROSWELL NEW HMEX(CO
PRCSPECT CUuRLTw 19 41
LCCATION 1GR0f FN € [CL. SEC 19, T~3%,
R-30°, CHAVES CO.., NM
PRCJECTED TC G300 , B
CONTRACTOR DALG - HEYCO COMPANY TCUL

A ofs Lo e bu P Bods Fo B Pa Sy Fo b Po Py Br P P f P P S S
A N RN AR R N AN Y NV AR Y Y NE VX

02/26/82 BLDG LOC., MI £ RU CARBLE TaogL.

02727782 RU CABLE TOOL.

02728782 DAY 1, OPERATION — DRLG. DEPTH -~ 10*', PROGRESS ~ 101,
FORMATION — RED B8ED, SPUDDED » 4 30 PM, 2-27-82. SOFNG

03/701/82 SO FOR SUNDAY.

03702782 DAY 2. OPERATION - RIG REPAIRY DEPTH - 10*. PROGRESS —~ 0°,
FORMATION - RED BEC. RIG RESNMATIR 3 HRS.

03/03/82 NG REPORT,
G3/70S/782 NG REPORT,

03/06/82 MC REPORY,

03,,07/82 NO REPORT.

03/08/82 NO RFEPORT,

03/09/82 NG HEPORT.,

03/10/82 DAY 3, QOPERATION — DRLG, OEPTH - 21¢, PROGRESS — 11¢v, FORM—
ATION — RED BED. RIG REOCAINRED.

03/11/82 DAY 4, OPERATION - DRLG., DEPTH ~ 294, PROGRESS - 8*', FURM-—
ATIGMN - RED BED.

03/12/782 OAY S OPERATION - DRLG., CEPTH ~ 38', PROGRESS - 9¢*., FORMA-~
TION - REO BED.

03/13/82 80 t MU CA3LE TOOL.
03/14/82 RD £ MO CASLE YOOU.
03/15/782 SD FOR SUNDAY.
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Ol CONSt. ﬂ"nﬂn

HARVEY ﬁmm'i‘rs%”compANv

P O BOX 1933 SUITE 300, SECURITY HATIOHAL BAKK BUILDING 505,623 6601
ROSWELL. NEW MEXICO £8201

HEYCO

PETROLEUM PRODUCERS

tMarch 11, 1982

. )5/5/ ()
( Codh
Q“r .,—\_,?
0il Conservation Division -
Post Office Box 2088 )
Santa Pe, New Mexico 87501
'f e RE: Curlew Working Interest Area

T-8S, R-30E, N.M.P.M.
Section 19: N/2

Chaves County, New Mexico
(HEYCO Ref: 9140)

Gent lemen:

Enclosed pursuant to New Mexico 0il Conservation Divisiofi Order No. R-6918,
please find a copy of the Authority for Expenditure ccvering the above referenced

lands.
s truly M
‘L i i ///\ /
7 ‘
‘ Y/ Jest
- L’(’/”(ﬁl‘/ s e
Carlyn M. Jarm g
" Land Contracts Supervisor
CMJ:dk

Enclosure
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LEACE  _Curlew Unit - o WELL NUMBEY. % L -HAR- .“w 1987--
. [] ! ¢l A - " .
I.()(.A‘.[‘ION,__ 1980' FNL & 1980' FEL, Section 19, T-185, R-30L OIFCONSﬁW?T”DN’DNiStGN
CONNTY __ Chaves ______ DEPTU_ 9250 PROWCING VORMATION AtokaSAWHF&.
Producing ’ hry llole
Well Cost Lo
lit i 11¢ny and completion costs
Intanglble deiltling costs
Location ‘ §...20000 §._. 20000
Footage _ 9250 . € $29.50/fc_ 272875 ..212875_
Daywor¥ _ 7 days . @ $78,75/day 55125 L92125
Surface casing scvvice ___w_ﬁggg_ _ .. 8200__
intermediate casfny servive 21000 _ 21000
Mud, water —..25000 - ...25000
Company supervisor, cengiovcer _____4ho00 4000
Rentals, caring service . ..12000 12000
Miscellancous —...25000 25000
Total !ntnm,iblv drilling lns! 5 443200 443200
Intanpible format{on cvaluation cast .
Logs, _ONL__..» ... FPG_ ... ..Dll=Rxo e 27000 . 27000
PST _ "5 € __3550/éach _ o 1710 37750
Geological mud lopging service - 15000, . 15000__
Miscellancous —4000 4000
Total {ntangible formation evaluation 63750 ' 63750
Intangi{hble completion costs T T
Unit cost 10 days . @ _._1500/day _ 15000, Corim e e
Production casing service 13000 .
Comgletion fluid 2000 —
Porforating/production logging 12500 L
Treating _._._25000 e e
Company supcrvisfon - 3000 1500
Plugging expense ‘ _ ___ 15000
Mi{scellaneous 10000 .
Total intangible completion costs 80500 ... 16500
Tangible drilling costs and completion costs
Surface casing
300 of _13 3/8 _ ____ 6000 _.._5000
Intermediate casing ' ;
2800 _of _85/8 ...40000 _..50000
Production casing ‘
9250 of _ & 1/2 72800 ———
Production tubing
9200 of 2 3/8 35500 e
Casing head 2000 e
Tubing head _ 13000 R
Christmas trce - 8000 .
Subgurface aguipment s, ‘ 259‘0__ e
Total tangible drilling costs and
completion costs 129800 - .

Lease equipment

Tunks 3 . 300 gh'] — 6000 e
Scparator 15000 o R |
Flow lines 3500 o g
Meter runs 2000 R |
Domninag uande :
RNl sty wWite o ) . e e e L e o' s
Installation costs 350G
Tatal lease equipment 30000 .
Tatal intangible costs . 587450 | 523450
Toth] tangible costs 179800 T 46000 _
Total lease equipment ____lQQC).O_ SO
- Administrative - : 5000 5 ____ 4000
TOTAL CUSTS $ 802250 - § 573450
Prepared by: Peck Hardee patg': 1/10/82 . T ’ ===

: : APPROVED BY:
"It is recognized that the amounts ‘provided tor herein
are estimated only, and approval of this authorization
shall extend to the actual costs incurred in conducting »
the operations qpccificd, whether more or less than - _ e
herein set out. Company

— ——— e - s 4a Bt - rm——. s . s w

Date
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
011, CONGERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
17 February 1982

EXAMTNER. -HEARING

IN THE MATTER OF:

BLFORE:

For the 0il Conservation
Division: :

For the Applicant:‘

Application of Harvey E. Yates
Company for compulsory pooling,
Chaves County, New Mexico.

Richard L. Stamets

TRANSCRIPT GF IEARING

APPLEARBAMNCES

CASE
7490

W. Perry Pearce, Esq.
Legal- Counsel to the Division

State Land Office Bldg.

Santa Fe, New Mexico 87501

HARVEY YATES

P. O. Box 1933

Roswell, New

Thomas J. Hal R
Robert H. Sgréﬂdfsaéq.

COMPANY

Moxico 88201
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I NDUBEX

GEORGE YATES

Divect Examination by Mr. Hall

ED GROVES

Direct Exanination by Mr. Hall

EXHIBITS

Applicant Exhibit One, Plat
Applicant Exhibit Two, Operating Agreement
Applicant Exhibit Three, Structure Map

Applicant Exhibit Four, AFE
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13
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AMEDTS: We'll call Case Number
7490,

MR. PEARCE: Application of Harvey .
Yates Company for compulsory pooling, Chaves County, New
Mexico.

MR. HALL: Mr. Examiner, my name is
Thomas J. Hall, répresenting Harvey E. Yates Company, and

I have two witnesses,
{Witnesses sworn,)

GEORGE YATES
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. HALL:
Q Will you state your name and your
address, please?
A. George Yates, Roswell.
Q Mr. Yates, what is yoﬁr position with
the applicant?

A President.

0 - fould you briefly state what your dutiegd
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and responsibilities are as President of HEYCO, please?

A, Well, with respect to this case one re-~
sponsibility is oversceing land and exploration operations.

0 Thank you, sir.

Are you familiar with the application
in Case 74907

A, Yes, I am.

0 Would vou pleidse state the purpcse of
the application for the Examiner?

A We propose to drill a well st a standard
location in the northeast aquarter of Section 19, to a depth
sufficient to test the Morrow formation, under a north half
dedication,

We propose -~- we've received voluntary
consent from all the parties under the north half of Section
19'to a pooling of their interest for drilling tﬁe well, ex-
cept for J. M. Huber Corporation and Texas Oil and Gas Cdr-
poration.

So we're seeking an order in this case
fcrce pooling their interest under the north half of Section
19,

Q I refer you to what has been marked for
identification as Applicant's Exhibit Number Cne and would

you vlease identify the exhibit and explain what it shows,

e
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please, sir?

A Exhibit One is a land plat covering
Sections 17, 18, 19, and 20, in Township 8 South, Range 30
BRast, in Chaves County, New Mexico.

On the exhibit the north half of the
section -- north half of Section 19 is outlined in red and
the proposed well location is indicated in the southwest
northeast of Section 19,

Q. All right, sir, would the north half
of Section 19 be the proration unit for the broposed well?

A. Yes.

the parties are owning interest under the north half of
Section 19 and the percentage of their interest?

A, Yes. HEYCO has 160 net acres for a

interest. TXO Production Company has 40.025 net acres for
an approximate one-eighth interest. Huber Corporation has
40.025 net acres for an approximate one~eighth interest.

0. Referring back to Exhibit One and the.

efforts have been with respect to this area, please, sir?

A We have attempted to form a working

L_rinterest unit, which covers the four sections in their en-—

Q Rll right. Would you please tell us wha

one-half interest. Union Texas has 80 acres for a one-gquarts

four sections depicted there, would you explain what HEYCO's

X

E
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We began unitization work two years ago.
We proposed this latest unit with writing to all -~ with our
proposal in writing to all participants last July.
Since that time we've received -- we
‘have been successful in putting the unit together with the
exception of these two participants we named before.
Q All right, sir, thank you.

" 1'd like to refer you to what's been
marked for identification as Applicant’s Exhibit Number Two,
and ask you to identify that document, please.

A Exﬁibit Two is an operating agreement,
It's a standard AAPL Form 610. It's titled, Curlew (sic)

Working Interest Unit. 1It's dated December 30th, 1981, with

Harvey E. Yates Company <hown as operator.

The contract area under the operating

agreement consists of Section 17, 18, 19, and 20, all in

'8 South, Range 30 East.

Now, I'11 go Back and give individual
déécriptions under those sections, because there are some -~
some exceptions.

| Section 17, all.
Section 18, Lots 1, 2, 3, 4, the east

half of the west half, and the east half.
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In Scction 19, Lots 1, 2, 3, 4, east
half of the west half, and cast hall.

Section 20, west half northwest, south-
east northwest, southwest quarter of southeast, south half
northeast, northwest, and the northeast.

0 All right, sir, would you please turn td
page four of the agreement and read the initial well provi-
sions found thereon?

| A The initial wcil provisions say essen-
tially that -- that the initial well will be drilled on or
before March 1lst of 1982 at a location in the southwest
northeast of Section 19, and will be drilled to a depth suf-
ficient to test the Morrow formation.

Q. All right, sir, would you please turn
to page five and tell the Examiner what the nonconsent pro-
visions are represented there?

A The nonconsent provisions on all of the
drilling and reworking, deepening, plugging back, all costs
except fortsurface equipment, is 400 percent.

0. Okay. Are yoa familiar with other
operating'agreements in southeastern New Mexico or in Chaves
County and the nonconsent provisions found therein?

A Yes, I am.

Q Based.on youxr knowledge, do you think
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that the 400 percent nonconsent provision is veasonable?

A Yes, T do.

0. All right. Turning now to page three
of the COPAS, what are the overhead rates listed Ehere?

h. Well, the overhead rates are $4000 per
monthldrilling well rate and $400 a month producing well
rate.

0. Okay. Again, are you familiar with
overhead rates pbeing charged for similar wells in southeast

New Mexico -

a Yes.

Nt -~ and Chaves County?

A Yes, T am.

0 Do you feel that the $4000 drilling

well rate and the $400 per month producing well rates are
in line with what's generally being charged for similar
wells in southeast New Mexico?

A, Yes, I do.

0 Would you ask the Division to allow

3

' Harvey E. Yates Company $4000 per month drilling well rate

and $400 per month operating rate under any order they might.
enter pooling the north half of Section 1972
A Yes, I would.

Q. Have yvou made any major amendments or
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2 changes to the AAPL Form 610, which comprises Exhibit Two?
3 A. No. The only modifications we've made
4 are minor and are madifications that we, in the normal coursgq
5 of business, use in our operations.
6 0 Have you had substantial agfeement from
7 the proposed parties to Exhibit Two?
8 | A ’ Yes, we've received -~ wé nave reached
9‘ verbal agreements with all parties except Huber and Texas |
" 16 0il and Gas. |
16 S 0. Referring now to page 14-A, and a seriesg
12 of1 four page 1l4-A's in the agreement, each with a différent
13 | heading, would you please describe what these pages consist
14 of?
| 15 A Each page represents a separate farmout
[ 16 proposal with identical terms made to four separate parties.}
17 | First to Texas 0Oil and Gas Production,
18 now called TXO Production Corporation.
19 The second to J. M. Huber Corporation.
20 The third to Union Texas.
21 And the fourth to Sun Production Com-
22 pany.
3 0 Okay, now three of these partiés, Texas
24 0il and Gas, or TXO Production, J. M. Huber, and Union
i - 25 Texas, Own an inte:rest under the north half of Section 19,
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do they not?

A Yes, they do.

0. What has been the response from these
parties under the north half of Section 19 to your propoasal?

A The parties that I named, with the
exception of TXO and J. M. Huber, have verbally agreed to
the provisions under the farmout letter.

0 All right. What, to your knowledge,
is Huber's current position?

A My mést recent knowledge was obtained
about fifteen minutes ago in the hall, and that is that
they are still -- still looking at it.

Their previous positien is that they
would farmout to us only under -a 320;acre proration unit.
They would notrparticipate with their interest in the 320-
acre proration unit, nor would they participate with thgir
interest under the unit, nor would théy farmout under the

proposed unit.

0. Is that not essentially the same posi-
tion that Texas -- TXO Production --

A That's correct. That's correct.

Q. Would vou request that Harvey E. Yates

‘Company be désignated as operator of the proration unit in

the north half of Section 19 to be dedicated to the proposed
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A, Yes, yes, 1 would.

0. Did Harvey . Yates Company notify
Huber and TXO Production of this hearing at least ten days
prior to today?

A, Yes, we did.

Q. Were Exhibits Number One and Two pre-
pared by you or under your direction and control, or by em-
ployees of Harvey E. Yates Company?

A Yes.

MR. HALL: Mr. Examiner, I'd move for
the admission of Applicant's Exhibits Number One and Two.

MR. STAMETS: These exhibits will be
admitted.

MR. HALL: That concludes my direct
examination.
MR. STAMETS: Any questions of this

witness? He may be excused.

ED GROVES
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:
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‘degree from Southern Methodist University, and I have spent

12

DIRECT EXAMINATION

BY MR. HALL:

0 Would you state your name and address,
please?

A Ed Groves, Midland, Texas.

0. And what is your position witnh the

applicant, Mr. Groves?

A I'm a Chief Geologist of HEYCO.

0. liave you testified before the Division
before?.

A No, I have not.

0. Would you please give the Examiner a

brief explanation of your qualifications as a professional
peti:oleum geologist?

A All right. I have a Bachelor of Sciencse

some twenty-three years with Phillips Petroleum Company, the
major part of that in various staff positions in exploratién.
Five and a half years with Florida Ex-
ploration Company as a Division Geologist, being respo: sil e
for botﬁ exploration and development.
I have beenygeéuified as a professional

1

gealogist by the AIPG, and 1'vé worked for HEYCO for the

past three months.
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“MR. HALL: Mr. Examiner, I would reqgucst
that Mr. Groves be recognized as a qualified expert petroleun
aeologist for the purpose of testifying before thwe Division.‘

MR. STAMETS: The witness is considered
qualified.
MR. {1ALL: Thank you, sir.

Q Mr. Groves, are you familiar with the

A, Yes, sir, 1 am.

Q ‘ All right, sir. 1'd refer you to what
has been marked for identification as Applicant's Exhibit
Number Three and ask that you identify and explaih it to the
Examiner.

A Yes. This is a structure map contoured
on the top of the Mississippian limestone. The contour in-
terval is 1006 feet with the hea ‘_r.-lines, 500 feet.

This shows the dip away from the Light
Cap (sic) Field, which is about the north central part of
the plat, showing both east and south dip away from the
wells there.

In the immediate area we have the
Coquina Well in Secticn 27 of 8, 30, which had Atoka and
Morrow sands present. They DST'd water.

Wells to the south, some Texas 0il and
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Gas wolls in the Many Gates arca, and Lost Lake area, are
canpleted from lower Pennsyivanian sandstounes.

Two recent Amoco wélls have been compleyed
also.

We are moving up dip from the Coquina
well and down dip from Lightcap, approaching the pinchout of

the Atoka Sands, and that is the reason for the proposed

location.

Q And what is the obiective of the proposdd
well?

A The Atoka-Morrow section.

Q It is an Atoka-—-Morrow?

A Atoka, I think. I don't believe there o

will be any Morrow in this location, but that remains to be
seen.

(O Do you have anything further to present
to the Examiner on this particular exhibit?

A No, I do not.

Q | All right, sir. 1I'd refer you to what's
been marked for identification as Applicant's Exhibit Number
Four, and ask that you identify that, please, sir.

A Authorization for Expenditure.

Q All right, sir, would yoﬁ please read

the location and the pronosed depth of the well covered by
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well. A

15
that particular AFE?

A 1980 feet from the north line and 1980
fecet from the east line of Section 19, 8 South, Range 30
East.
I might also note that there is a dis-

crepancy here. That shows "¥18"; that should be "18 South".

Q All right, thank you.
A The proposed depth is 9250 feet.
143 And the ~~ the objective of the well

is again Atoka-Morrow?

A, ; Yes, to completely evaluate al; the
Atoka-Morrow sediments. That depth would allow us to pene-
trate the top of the Mississippian limestone.

Q. j All right, sir. And wnat are the esti-
mated dry hole costs and completed well costs shown on Ex-
hibit Four?

A A dry hole cost of $572,450; a completed
well cost of $802,250.

Q A1l right, sir. Statute, Section
70-2-17 allows those parties advancing costs for the drilling
to recover from production their costs, to include a reason-
able charge for supervision, plus a charge for risk of up

to 200 percent of the cost of drilling and completing the
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In your opinion is there a substantial
risk involved in drilling a well in that southwest of the

northeast of Section 19 -~

A Yes, there --

0 -~ to test the Atoka-Morrow?

A Yes, there 1is.

Q. What, in vour opinion, would be a reasoi

able charge for the risk involved in that project?

A, 200 percent.

0 All right, sir. 1In your opinion, will
the granting of this application prevent waste and protect
correlative rights of the parties involved, and avﬁid the
drilling of unnecessary wells?

A Yes.

0 Were Exhibits Three and Four prepared
by you, under your direction, or by employees of Harvey E.
Yates Company?

A Yes, they were.

MR. HALL: Mr. Examiner, I'd move the
admission of Applicant's Exhibits Three and Four.

MR. STAMETS: These exhibits will be
admitted.

MR. HALL: And I have no further ques-

tions.
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MR. STAMEYTS: Are there any questions
of this witness? le may be excused.
I have one guestion, which could either
go to Mr. Hall or Mr. Yates.
I see {he application is for pooling

320 acres from the surface down throwvgh the Atoka-Morrow,

but since the Division's standard spacing units for 320-acreg

don't begin until you get to the top of the Violfcamp, in
fact; and cince Harvey E. Yates controls the northeast quartg
of the section, which would apply to anything shallower than
the Wolfcamp, is thiere any need to compulsorily pool anything
more than the Wolfcamp and Pennsylvanian in this area?

MR. YATES: The entire Pennsylvanian
and the Wolfcamp would be all that would be covered.

MR. STAMETS: Okay, fine.

Any other questions? Anything further

in this case?

The case will be taken under advisementr

(Hearing concluded.)

r
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GSTATE OF NEW MEXICO

b f ENERGY ano MINERALS DEPARTMENT
\' S OIL CONSERVATION DIVISION
e
BRUCE KING FOST LFFICE BOX 2048
RNy STATE LAND (FFICE BULDING
SANTA FE. NEW MEXICO B7501
LAQ;Z%:%S-*OE March 5, 1982 15051 827.2434

Re: CASE NO, 7490
Wr. Thomas J. Hall, III ORDER NO. R-6918
Attorney h o
tarvey £, Yates Company
P. 0. Box 1933 V Applicant:

Roswell, New Mexico 8820}

Harvey E. Yates Company

Dear Sir:

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

?purs very ijﬁ}y‘/"j’
/\/\ '/; —

-

. /\ - A A

/ JOE D. RAMEY
f’ Director

JDR/fd

Copy of order also;sent to:.

Hobbs CCD’ X
Artesia QCD x
Aztec OCD

Other




STATE OF NILW MEXICO
ENERGY AND MINERALS DEPARTMENT
OYL, CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

CALLED BY THE OIL. CONSERVATION

DIVISION FOR THE PUKPOSE OF
CONSTIDERING:

CASE NO, 7490
Order No. R-6918

APPLICATION OF HARVEY E. YATES COMPANY
FOR COMPULSORY POOLING, CHAVES COUNTY,
NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

- This cause came on for hearing at 9 a.m. on February 17,
1982, at Santa Fe, New Mexico, before Examiner Richard L.
Stamets.,

NOW, on this Sth day of March, 1982, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS:

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

(2) That the applicant, Harvey E. Yates Company, seeks an
order pooling all mineral interests down through and including
the Atoka-Morrow formation underlying the N/2 of Section 19,
Township 8 South, Range 30 East, NMPM, Chaves County, New
Mexico.

{3) That the applicant has the right to drill and pfopose51
to drill a well at a standard location thereon.

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

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, 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 gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, within said|
unit..

Sl it




-
Case No. 7490
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(6) That the applicant should be designated the operator
of the subject well and unit.

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

(8) That any non-consenting working interest owner 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.

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

(10) That following determination of reasonable well costs|
any non-consenting working interest owner who has paid his shar#
of estlmated 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.

(11) That $4000.00 per month while drilling and $400.00 pex
month while producing should be fixed as reasonable charges for]
supervision (combined fixed rates); that the operator should be
authorized to withhold from production the proportionate share
of such supervision charges attributable to each non-consenting
working interest, and in addition thereto, the operator should
be authorized to withhold from production the proportionate
share of actual expenditures required for operating the subject]
well, not in excess of what are reasonable, attributable to eac%
non- consentlng working interest.

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

(13) That upon the failure of the operator of said pOoled
unit to commence drilling of the well to which said unit is
dedicated on or before July 1, 1982, the order pooling said unit
should become null and void and of noeffect whatsoever.
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1T IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, dowh
through and including the Atoka-Morrow formation underlying thsg
N/2 of Section 19, Township 8 South, Range 30 East, NMPM, Chavep
County, MNew Mexico, are hereby pooled to form a standard
320-acre gas 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 1st day of
July, 1982, and shall thereafter continue the drilling of said
well with due diligence to a depth sufficiernt to test the
Atoka-Morrow formatlon,

PROVIDED FURTHER, that in the event said operator does nof ;
commence the drilling of said well on or before the 1lst day of :
July, 1982, Order (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 Directof
and show cause why Order (1) of this order should not be
rescinded.

(2) That Harvey E. Yates Company is hereby de51gnated the
operator of the subject well and unit.

1)

(3} That after the effective date of this order and withi
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 e€stimated well costs.

(4) ‘That within 3¢ days from the dat: the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share of
estimated well costs to the operator in lieu of paying his sharg
of reasonable well costs out of production, and that any such
owner who pays his share of estimated well costs as:provided
above shall remain liable for operating costs but shall not be
liable for risk charges.

{5) That the operator shall furnish the Division and eacH
known working interest owner an itemized schedule of actual welF
costs within 90 days following completion of the well; that 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

v
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be the reasonable well costs; provided however, that if there is
an objection to actual well costs within said 45-day period the
Division will determine reasonable well costs aftexr public
notice and hearing.

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

(7) That the operator is hereby authorized to withhold thg
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.

(R) As a charge for the risk involved in the
drilling of the well, 200 percent of the
pro rata share of reasonable well costs

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

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

(9) That $4000.00 per month while drilling and $400.00
per month while producing are hereby fixed as reasonable
charges for supervision {(combined fixed rates); that the
operator is hereby authorized to withhold from production
the proportionate share of such supervision charges
attributable to each non-consenting working interest, and in
addition 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.

f(iO) That any unsevered mineral interest shall be
considered & seven-eighths (7/8) working interest and a
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one-eichth (1/8) royalty interest for the purpose of
allocating costs and charges under the terms of this order.

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

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

(13) That jurisdiction of this cause is retained for
the entry of such further orders as the Division may deem
necessary.

DONE at Santa Pe, New Mexico, on the day and year
A4 My designated.

STATE OF MEW MEXICO

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

(11} That any well costs or charges which are to bhe
paid out of precduction shell be withheld only from the
working interest's share of prcduction, and no costs or
charges shall be withheld from production attributable to I
royalty interests.

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

{13} That jurisdiction of this cause is retained for
the entry of such further orders as the Division may deem
necessary.

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

STATE OF NEW MEXICO
VISTONM

i// Director
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$ ' HEYCO 50, 9140

AARL FORM 610 - 1977

MODEL FORM OPLERATIMG AGREEMUNT

CURLEN WORKTNG INTEREST AREA

OPERATING AGREEMENT.
DATED
December 30 , 19 81
()_PI{R,;\’I'()P\ s wli,;}_r_(_yF,\' E. YATES COMPANY -

CONTRACT AREA TOWNSHIP 8 SOUTH, NANGE 30 EAST, N, M.P.M.

Section 17: All

Section 18: Lots 1, 2, 3, 4, Ef2 W2, E/?
Section 19: Lots 1, 2, 3, 4, E/2 W/2, Ef2
Section 20: W/2 NW/4, SE/f4 NW/4, SW/4, SESA,5/2 >
e : Nu/L NE/4 e

3
S~
o~

COUNTY OR PARISH OF CHAVES SSTATE OF  JEW MEXICO

COPYRIGHT %77 AL FUGHTS RESERVED
SIAERICAMN ASSQOIATION: OF PEIROLEUN LANRDMEN
ALAPL Y 14 1977 SEVISED
MAT BE CFLLEED DIRECHLY FROM THE PUSBLISHER
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PLOORENTALS, SHIFP-IN WEPL PAVATRNTS AND UINIUY ROV AL PIES 910
(. TAXES 10
O INSURANCE 10

VL ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 10
AL SURREXNDER OF LEASES 10-11
B RENEWAL O EXTENSION OF BEARES 11
O ACHEAGE OB} CASH CONTRIBUTION . 1
D SUBSEQUENTLY CREANTED INTERST ' So1l-12
o MAINTENARNCE OF UNIFORM INTERBEST - ; 12
i BIGHT TO PARTITION : 12

WAIVER OF
AR AR R A — &

P HTSY

IND INTERNAL REVENUL CODE PEIACTION ’ 12-13

N. CLAIMS AND LAWSUITS L

NLFOYCE MAJECRE : « B
SN ONOTICES L ' - ' B
NI TERM OF AGREEMENT o : Fb- 14
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! OPERATTING AGRUEATEN
:l
; P ONGRFERATIEND ennessd ot B e e HARVEY R YATES COMPARY
3 Chwererna e slesnonadhed o
) Coleorest teows Uit abe L nnd the seenntory vty o o taee oty thies Operican, oot beeceinfie
' Clotees oo s vty Broaovr s sen i Cypreeaton e ol loetoo iy e U ivon Oty l
WITNESSETH: 1
t |
|
i S Poow o e seveanend e owene s sl oesb dnd s Tesses sl o o0l e T
; teseas e Thoe o Sineed b Beobnbar AT O e i Des heevieto bBoc e vonelied s nprerme st Iooegploen
[ il odeccBap Tanee Tensos i o oald ned i st or thao pemaduetion of opb o e e the eatent
vt f otsiia it ViRET e !
i
5 SO TPHEFRICPOHE D 1 derecd G ol aws
i

ARTPICLYE 1

i BEMINITIONS

H

KE Coelans e aerecrsent, he reto e sonrde e Uteras shad) Baove the meaninnges Jiaere oerthed
i : N

! ST tern o coheret o s, ety hieas s condensate, ond gl ather lrguid
NIRRT covi b reeinble sabataaces prodiieed therewith, andess an ntent to
o it b TEoe tey Tl

' cooted el G e Hes e Lot il rneeng thee or) el s boases cov
e ! < ot g v within (he Uontiset Syen wbieh are owned by the parthos (0 this oreenyent,
" [S R FTY Rt R IR IO TR RN TRITIN drdensed fee and manerad dnterenms in Gty of
R sanr ivioy withoo e Contenet Arven whnehy ore owinad by parties to this aereomoent,

i D FPho serny cContrnet Arvea™ eivdd] aneass ofb of the Loads, o1l o vas Jeaschold imterests and oil
w it meres s inderaded Lo be develspeet aod nperated Sar ol snd sies purposes ander thie dereemaont.
i St rendde s ol it cne Ledcehold Interests e obd cod oo anterests are sdesertbed e Sahiniar AT

02 FLOMhe term tdnsiloe oamt” o shadl oamoan the en foed Con the deilfing of one swell by oordoe on e
g vy Slade se tederat Leedy hoving autborice oo deiling ront s not frved by oany o sach sile ov arder,
i ot oot chadd be tne dedling tungs o extabhishied by the patterny of duribing i the Cant ot Avent
) I gy Dimest by evpgess pereeinent of the P Poartie s, -
L FoThe terne dnadis it shall menn Gae ol nnd pas ease o antevest onowlirel o proposed et s to
I P lorated
Y G e terms Doiien Poartye” oned cCoreenting Poely T shid! menn o partvowlio agrecs 1o doin i
4 D1t pcoof the coxtoof aoy operation coniducted ander the provistans of Hds agrecement,
i P e teenys UNaon-Driihing Pty oand cNoncConsentine Parts” shalt mean o party who elects
I Lol o pianitmpate o praposcd operation,
32

He nlesothe conte st otherwize clearly nsdicates, words ased o the singubar include the plioal, the
B pivrad nchides the g, and the newter zender mebedes the rgcceubine and the feminine.

i

it ARFICLE 1L
i EXHIBITS

16
14 The folfowing exhibits, as indicated  bPelow aod attached hereto] are imcorporated b and made o
S pratt hereof:

510 ix A Exinbit AT shall mechude the following tnformation:

a2 (1) Ideatdication  of dands sabjoect to goreerment,

¥ (1) Hestnetions, ] wav, as to depths o fornations,

3+ (1) I’n':'«';5:1(:5;:1-s v fraciona geterests ol parties to this apreennent,

33 oot and eas leases and or ool ond goes interests subjcet to thns agrecinoent,
D6 £5) Addresses of parties” for golice purposes,

SRR § S 00 000 RBRGAOGT S, ).3.0.0.9

B X CoExhibit tCT Aceounting Procdre, ‘

KN M D Exhibit DU lnsuranee,
s X B Exhibit CETD Gas Batancing Aprecment L
i1 X P Exbibie CFT Non-Disertmination and Certificiion of- Non-Segregated Factlities,

(3954 Hoany provision of any exhibitexcept Exhibit U7, s incoensistent with any paovision contained

Gl i thes bundy of this aprecment, the provisions iy e body of this agreement shidl presvand,
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Yo

il not prevest any party Mrom appeising o 1S own behe !

A 4 : l
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ARTICLE 1L
INTERESTS OF PARTIES

A, Ol and G Brferests -

] LRIV I FPRS PRI B DS B GOt e Clontraet N thint gpteag S
TP RN o P P B I IRTIRRS vel cfin e tiyel MR TTEN SYRI TR o A A R AT NS P ICARRY B
Vit Tha tonaor oo ool oared Co b niiaetoodd s Blatadnt A ety st ent thie G
oL et rn ity Prosoiiitlen i pier et ey R PR Y I S I VTR IRIVEPRINTE & SIPEr L TR SR SRR RIS
B A S O Y S U S T Y R UM IR IS IS TRYCANNE EFREYR S OEY, provetdons o] Ui sreerment velitice to o
ot o bent thiar o sawe e Jesiee tepet
£, hterest of Padticos in Cesty and Production:
Fooabar AT | Codecpetive pevesntaess o foetiana o anterests ey (hs
vinent 4 H Shocosts aped Habidlitie: ostnrade
Guicennent shodl Dol condvinent and motetial on the
oot Ao [T ey anterents o shiow o xiahit AT AT rodae-
SYESTNIENTIC I s vt doosublect 1o the poviment oF dessorn rovalties I FUINSIC TS W
[ A b be i onvriedd byt parties by the same during the tern

G CroRE—assd

oovided ) nenvovern e decmed an ausigime

ARTICLE IV,
TITLES

AL Title Examination:

o the Jeases

nperations o g thee I

povddoeroond ondh o roresis e

Wit Lrotund s

-

The oranion weil incinde the swnersitip of the workine  jnteress, te, overriding rove

dietion paviients sngter the gopbieable lenmess AL thie b

o=

o the dirtlisite or 1o he seebaded e sueh deitling nnin shall

s tenres st or or] red s anterests

vacts (hichaeding Fedeva? T Stotns Heporvts ), title optnions, (e paoees

PoeseRNION T ol oo AT eh aetorritionn Dot o the possedsion ol or

acde nvatioble o Orreeriior by the porties, Bad nccessavs Tor the cxomoeaation of it siud] be obiasined

tie to e cxnmnined by attoiness on its <taifoar Boas outside sfbeneys.

LyoOneritor Qperator sh

Coptes ef ol Gtle optaioss shalt be Doashed o cach portyy heveto, The cost incarmred by Operator in
thos Uithe proeran <hadl bee borne as follivars:
ddaot Syt b sty st e ey et st brtpest s d b b e pot e b b - bl iR O

m—

—— _
supplemen TR - sak o oy

I dx eroeicdod 1 Hhether
FIER RN o operovided g hothes
v N ‘o . PO 53 ' . T TTT——t

X Optid Noo 20 Ces aensced B0 Ouerntor an prociirine abelraess and e poid autade attorneys
for UGlle e=amitnalion Gnchindinge pretasinary s supplementod, stmt-in pas rovaity dpinmons and dvision

avder tte opinton) gl b Borae by the Dl Parites: 1o the proportion it the interest of cach

Lears 1o the totgd interesi of o1 Dvilling Porties as suen inden <t appenr in Exhibit AT

Opericor shall nake co chirge for o serviees rewdercd by s st afloeneys or other personne! o the

performanee ol (e above functions.

Fuach pasriv shadl beoresponsibie for o seenving curative matty and pooling amendments or qorecemests
required o contiection with leases op o andb pos interests eontributed by such party, The Operator shall be

cesponatle for ine prepnnfiogy and voesiivding of Pooding Desionations or Declarations as well as the

© Governneita] Avencies for the securing of spactng or pooling ordevs. This

cordluct of hearmngs el

any sach hoearing.

No well shull be dvilled on the Cortract Arvea until after (1) the title to the dritlsiteé or drilling unit

fies beens exantined ax above provided, and (23 The title has been approved by e examining-attorney or

-

118l has heen secepted by b GF the parties who are 1o pariicipate in the dritling of the well

13, - Loss of Title:

1. Fudlure of Fitle: Should any off and gas o interest o lease, o interest thevein, be lost through

atture of title, whibch fors results oo reduction of interest from that shown on Bxbibit “A7 this agree-

nrent, neverthebess, sy contimer i fortee ax oo al) remaiing ol and owos teoses and interests, and -
ta) The pariv swvhose onl and gas heess o interest ds affected by the Gtie taifure shall bear sdone

Hie cntre dons and it shald not be eatitled to recover from Operator or the ather pantios any developent
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i

et aperaing costroswnen b ngey oo therctatore poad el ilies At b no omonetary habthiy an i

st o the other g bes hereta tos Jdeitbine developnent apeiating o other Santlar coste by reason of

aehy o tette e and
ch e snadl b ot etraniciive T adjaatment of expoces tnegrrod v sevenues recorved from the
tors ol e antvoest v teeh hrns Becar Lot bt i nteses e o rhie poprbies hindl Tae povined oo aete -

tho oo 0 s dderovrna e Diandiy hot Dithe Datane B neeurved, so il the sitere st of

Seoparty whie e deooe on s tenest b nterten S v et Botere sttt therendter e pednecd 1 b Uontpne
Do v the Dot o et Lt
foy M she prori o the othie: Jesstie Bereto bnany pradneing woell theeotofare dolfed

TR T S ST TT KT IO STLERT IR whove title has fardel shall

it Contiaet N

Cecvive The Jeocess b ttibabaode tnothie peevine s i ol e et conts and burdens athributabie
TR T SN N S E R T A A A P N R N P TR RS LI PR PEL RN SO Y SRTAE EAYETIEYS BT UIIE ;mi:! Y U connecting with anehowell;
and

Pl Shauid oy pecsogs nod o pnaty ot qereement wcina gy determined G b the ovener of any ine

terest ot the e ol Bos goebed 7 Gy toonnel sy piat o thie cont of opevation, development,
o eqlatpenietst . sl Lo Gl e pond to the parte oy particn whio hopre the costs whiel: e 2o voefund-
o

zas owhieh arizes by

(o) Ay Dby Lo sccount ta s thod party tar prios peadoetion of oil oand g

et chad e Barne by the oyt o oontiesin the e proportons in which thiey shared
e sieh proy predoce

0 No vha Carb b gncdde toothe oot aeeonn? o fepal oxpenses, fees or saliles, s connection

S thae eterest clitmed by oy porly hereto, ot being the intention of e parties

Shod detesd Uthe Yoot anterest ord Bedor qdb cxpenses i eonmection therewith,

2o hose b Nan-Payment o frrencors Paveoent of Ayount Ducs T through mistake or oversight,

conrentd shatshn well peonment, minmmnpnn rosdty oe rovalty payiment, is not paid or is o rronceusly

nedoas ooresull nokeare o interest therein terminotos there shall e no monetary hability against

the partny who fadled o make saeh povment. Unless the paeiy whe' failed foomake the reguired payvment

Fechirts ionew deare covering the same interest within pinety {96) days from the discovery of the fail-

G fomake proper pavisent, which egnisttton il onet Be o sabject ta Actiele VLB, the interests of
the prrties shall e voviaed onoan acreape Doy, offective as of the date of termination of the lease -
voilved, und the partyv wio failed to make proper pavment will no longer be credited with an interest in
the Contract Aren o secannt of ownersiirp of the lease or interest which has terminated, In the event
the party who ot o adie the requiced povient Shall nen hove been fally reimbursed ot the Gme of

the toss, from the proceeds oFf the sale of ofl and g aftributadhe 1 the Jost inderest, colealated onoan

tefore paid onosccount of such interest, 3t

o hasisg Yor the devielopment and arevating costs th

shall be peimburscd for nmrecovered actind costs theretofors pudd Ly 0 (bt ot for its share of the
coxt of any dry hole proviousiv drilled or wells proviousiy abaodoned) from so omuch of the (ollowing
AN BeCesSSUry to offect sermidnorsenment:

) roceeds ot o and cos less aperatine expenses, tncretofore aeerued {o the eredit of the lost

the tantmt of tinrecovercd costs )

STOTORD o D1 Geiense boasiss up
(L) Proceeds, dess aperaling expenves, thereafter gecreed altnbatable o the lost mterest on an

serenge hasiss of that portion of oif and ons thereafler proibuced and mnrketed fexelnging production

Trennt anny woelly thevenfter deitfed Y which, an the absonee of sueh Tease fermimabion, would Le aityibutable
toothe dost mterest Ohoan dserenge busis up fe the Dmonnt of anrecovercd  cosdy, the procceds of said
portion o the ofl nnd g fo he contribimed by the other parties i proportion to their respective in-
terests: und

(0} ARy o te the capeunt of anrecoverod costs, thal nes he paid by any party whe is, or
Lucomes, the vwnes of the interest fost, for the privilese of pacticipating in the Contract Aresn or be-

comtng g party to this moeement.

B Other Lossest Al Josses incwrred, other than those sot forth in Articles 1V.B.L and 1V.B.2

shove, shall net e cansidered failure of ite bat shiadl bejoint fosses and shall e horse by all parties
. h }

sre proportion 1o then intevests There shall be no readjustment of interesis in the remaining portion of

the Contraet Area. . :

ARTICLE V.,
OPERATOR

AL DESIGNATION AND RESPONSIBILITIES OF OPERATOR:

HARYVEY E. YATES COMPANY .. _shall be the
Operator of the Contract Avea, and shajl conduct and direet and have full control of all operations on
the- Contract Area as permitied and réqnive? by, and within the limits of, this agreement. It shall con-
duct all such operations in a good and warkmanlike manner. but it shall have no liability as Operator
to the otk pairties for loeses sustained or Hoabilities - neneeed® except such as may result from gross

negligence or wiltiful misconduet
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! B, Resiznation o Removal  of Operator il Selection of Suveensor
o
3 P Resmeacdion o Becnoval ol 8o Crperater ean e e st ey The By ving wa Hten fintees
4 Shereol to M- rer ey PEOpestes St ph decc et e L o ©oap indere ot g e
o Clondinet Adeng 08 N o et per coapnd vt s Opena ey bl v Ty b S st it ) oy
I wtion b -0 RN 1 (L e [ I FRVER S PR TR SRV 1 Gved i fae)le o
\ L Cclary gt gl il Pt it h i G v [ERTETR SR SR et e "'x"rh‘l’),
o B e et v e VOlo of Twvee (U] 0 prinre Mg OV eratal ooy enersly it oot osod o e e -
a <tipe 0 cpnoown o Bahiher T e net ol s s s o e e ot cxehdinn Yhe voting
i milerest of Operitor b Tiove ar polavad Lodi oot Feceane effective antil TG o luck ALM |
H ot Gav o of thie cobordy maenth Uadhavees thoe cxpistion ot rapety (80 davs after e oaving of |
! Beliee of seetenndion e Chne gten o neten bee e N Tiueeato ot oo e U rndors unhes o sneed s
o Oeratny s been Fereeted wrd e siies The g caoae! e aer gt o earbor o O rator fter offect-
13 e dnle of restonationy oy senuevab s hodb e e e the v e e aa? s i Moan- O A chnnpe of |
Ph O ocoriarste namie s <trnelure of Qeviigas o tens e of s ntoss inleres () aoy sinple subaidinry, |
o prrent oy soeecsaes Corpoentien chal o not be e T o cepeenl o OJ5oTaoa. |
H
IRH DooSeleriton of Suceessor Opesst g e veargnnthm o vemnvad o Ovberator, a sovecssor Op-
T4 erator shofl be o sefeetrd b the Pasties, cosnere pernter ahall be sclocted from the paaties owning
2 anomiterest i e Oomtiae! Avea ot the Sree ey shees sop Operidar s celoeted. 16 the Gperalor that
21 oremoved LK o vole o votes only o anececd iteell the sueecssor OpF rator shail be selected by the
a8 dfterpmaetaye vale of Two (20 oy miore parbies osvnping oonngonily inler bived o ownoership as shown
A o Eahinit CAYD and nolooar the numbier of parties rematning after exciuding the voling mterest of the
o oo ator thut awny remonod
a5
24 . Emplovees:
27
o8 The anmber of emdovees tmed By Operslaor in conducting operaticons hereunder, their selection,
Y ated the fjoucs of Libor o the compensation for services performe d shadl be deétermined by Operator,
Ju caad Gl sueh cipleveos s e thie emplovecs of Operadar,
31
2 D, Prilling Contracts:
N
34 Al wells dvifled on the Contract o competitive contract basis at the usual

wploy ifs oy tocls and equipment in the

riates prevatling inothe agen 00 2o dest

36 driflizge of wells, but 3118 charges thervefor shalt not exoded the prevailing rates in he area wnd the rate
3 of sueh charues shall be aereed apon by e paciios in o writing before drilling  operations are com-
34 menced, and such vork snail be performed by Operelor under the swme teoms and  conditions as are
39 customary and asusl o the o in ronttnets of fodependest contractors who e doing woryz af o sim-
40 vlar nature,

12 ARTICLIED VL
3 DRILLING AND DEVELOPMENT

45 A Initial Well:

4 On or betore the 18C day ol farch o 1u82 Operator shall commence the diitl-
B g of wowell for oll imid gas al the Toellowing focation:

o SW/4 NiES4 : :

5{ s . . > . .

ot ‘Section 19, Township 8 South, Kange 30 Last, N.M.P.M.,

Al Chaves County, New Mexico ’

30 and shail thercatier continuae the drilling of the weli with dua diligence o a depth te test the
hy o Morrow forwmaticn or to a depth of 9,250 feet whichever is shallower

a5

56

5% ) - . :

58 unless granite or other practieally imp(-m-lm‘:wh- substance or condition in the hole, which: venders
a4 virther drilling imypyactieal, is eneountered ot o lesser depthoor unless ald parties agree to complete or

60 ubandon the well at a lesser depth. Operators only liability for failure to commence said .
61 test well shall be the ipsofacto termimation of this agreement. . - C

62 Opcerator shall make reasonable tests of all !nz*mmunx encountered during driiling which dive in- L
653 dication of containing oil and gas In guaniitics sufficient to test, untess this agreement shall be limited
54 in_its application to o specific formation or farmations, in which cvent Opevator shall be roduircd o

: 65 test onty the formation or formations to which this agreementimay apply.

66 )

67 If. in Operator's judgment, the well will not produce il or gas in paving quantities, and it wishes

68 to plug and abandon the well as w dre hole, it chall first seelire thé consent of all parties and shall
69 plug and abandon same as provided in Article VILE L hereof,
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Do 1o
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B, Sabseguent Operations:

HE R T R Teon bl e ety Beaston e o desl e et o i L bt A rern
RN i1 et el Yo oo e Ny e g R ol B e o e INTERTEIE S PR
S ET R P I  E O SR TR S B S R S R A (LA A KAV LVRTE B RN T F T OO R EX RN LT PRSIt B FETEPNE FERIYE DR TRE
Vi g vt Ve, o ot vt o Aol reewnri e ar ptsic ol ey ot Bl o the
e pusrlice st et Y s aner T i pee s liee e wesh e e oS e s
Tieno. o prrotassend danth ;-3\‘!.1' A Sotivoatieen tiivee Uhie omtiveeten et b e LW I PREEERE IR B R A S
om0 e b P hove e P PR B A RIRL Tee ot od Thie paeteeee w1
AT th Lot o v tieipngte 1 the cast of 1o e ol
PR RS B EE T ¢ B cevan o et YIRS L R AR T \ [T AT PED
T N 5% SR STEI R TR E FRTERLTPUN PREE RURIERURS FY ey RSSO LPRRN PO
Ao et o e et mntaas o peored e Vot
oty el to pastieipate e thie e ek operatboey A
DO e seapon e oo B fesophions it be yonmaptie contioneed

proviha e Aeficle

proansed

vt (s oot
Y g sk

e e i o tie foriveeipht (30 Lo period

HEISESEIRIEN crse iy ey opetuaiic conrence work gne the praposed

Oipepator sludD etfoarny ol work for the ceonnt of e

oot decntion, wd 7 Og-

oo voad o sdotthings v o atbaer o

o o nerform

Poreguest Gy

tive 12

Phoaa, the e nlan: PPhilies shadl oo

the weonrll required by sueh proapored

fev, o D) ddesio-

Lo Ui Pariivs oy Opevaday stich owark, Cessenting Paoties, when
el VEB20 shall comiv owith o] terms

Aren puorsusn beohis A

2 dess than ol pontios appoove amy eepesod opergtion, the jaoposing poerty, ammedisgtels oftor the

FX Rt A
expiration: cf e aupheaide sotiee perioddl snndl the Cansenting Patios of {23 the wetad interest
of the porlies spprovine s aperation, and (b e reconnmendntion ne te whethier the Carsenting Pav-
Trex shorid pracesd with the aperation o pvopored Fach ‘\‘urs:mn!i:u: Poory within fortvecnsht (48)
heegrs {oevcluvive of Satrdoe, Sandoy o leoas! halidarsy Hoetiee, o
DYUPDSNG iy 07 1 adesties 1o fay et purticipa s TSP TIPS
ar (DB oy s propartion part o Nan-Consent oot s dnterest TOPROEI e

clection, muy withdiios such pnoposal 5f thire msutficrent participation, and shull promptly notifyc
il pariles of sueh deeision

The entire cost Lrar siek of conducime sach oneratons shndd be borpe oy e Consenting Perties in

v

the proposilons ey mve elected o bear e inder the ferms of the preccding parograph. Consenling

nl 3 o Hens and

I

Poition G5 e e Jeoachel! exlotes wvaived in sieh anevalions {free and e
encumbrances of cvers Kind o creatssd be oo aviomye footn the operatinns of the Consenting Parties I such
an operiation resalts oo ocddve Boelel the Consentine Partios Shadl nlue sod sbondoen the wel? ar toar sole
cast, risk and expenses Teoany well deiihsdl reworked, doopenad ar plupged back cunder the orovisions
of this Artele rercit= o oo produeer of ol and o cas 1n nuviny V.yl:ml::!iw.», the \'_‘nnsm:l}:& Posties shall
complete and equep the well o produce at their sole coxt and sk, and the well shadl thon be turaed
over 1o Operator aoed shadl B operated By 000 the exvponse and for the secount of e Cansenting Parfies,
Upon commencoment of opaaations far the xiuil!!/n:‘:. eWor !;in_-.:_ deepening ae plugging buack of any such

s

ting arty

well by Consenting ) i aceordance with :!:u :)‘ru\i.\‘ of this Aritele, cach Non-Consen

shall be deemed 1o duive roelingiosied o Conse

.

ting l’;n'!ivs. and the Conse n!’n' P.t'lu shad] awn and

be-entitked o receive, i proportion o thedr ctive aderesisco ol of sueh .\<m~(:u.\(-|;1:ﬁz:;.; Party's

mierest i the woell and share of production an antd the proceeds of the sgle of suelhy sbhare,

calceulate ‘iuj al( \\(]} m ket vidoe thweeof 3 osueh <o iy net sold (after deductins production
i ts x o .

/!n\uii\ u\(‘P' .(!nr yavatinT and otier inte rosts existing on the effective date hercof, pavable eut of

r mc;a.\'unml Hy fhe prodection from snch owell Geersing withe respreet e suaeh Ve st m:iz? itoreveris)

shallb equad she totad af the rellowing:

d of 1he cost of any vewiv acgaesid sface

{ar) ML of each sieh Non-Consenting Pariy’s x
SOPATALOTS.

cquipment bevond the weilhead conncctions (ia:c!uvii;.g. bt ot anited o, <1n(‘}~: Tanks
s oshard of the

ety Nuor-Consenting Pacty

treaters, purmpt copnpment and piping), plus 1090 of oo

cost ol operation of e well commeneing with fivst productioar aod contumine untd cach such Non-

Consenting Party’s relinquiched  interest shadl rever! 1ot under other provisions of this Article, it being

. . > - - s -
agrecd that each No-Conrenting Party™s share of sueh costx Und cquipment will be thad interest which
would bave been elnageihle to cacht Nem-Consenting Party hid it pavticipated in the wetl from the be-
sining of the opesdion. and ’

+ ~ N
I,MOQ “%oof hd partion of the costs and expenses of drilling reworking d(\v;x‘nm.,. l-";ll'l""'nu
l;:u'k.\t\n)v; and compleling, aiter dedoctiog any cash cantobutions receved andes, Article VHLC., and

_ 5.
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1. Abandonsaent of Wells;

S Emeer o nnn oweell dedbed g o Article VPR any owell

aprecient sl i poopooed fo e comuieted as o odry hole

R

sheadlonn e plupged et e consent of GH o partes Shoul! Operator, after diligent
it e i Ghie 10 eontnaet by e ol s pnety Dl te peply withiy -ttt C3%) hours

avsp aftes e sodiee o e prapoent o plog and

tey froaves awars tergboegd e propored abooatonnast. AN

10 ecovidinoee Gecilntions aad ot 1he cost,

DoVE ol grted i Ui eost of deitlinee of <iacl well Ay onaty oo ab-
JOCEY T thie grlieoa el stk such woll shidl howe e o 2 the well Lot conduct

furthey opesniions o seeeh of o and o e subject to e provisicns of Artiele VL

caitiend . Esgent for any weld whivh bos been deitled o g

o Wells thegt bee

VIB.

2 Aduarad

foovy] for which e Coreenfing Partios hnue sot been (ulle reim-

N TR T B P PR T HT)

a opreshizeer chall aot b plccaed nd

frizzie- crv el cwdioh B daecsn eeanphited
hiitsdtoaced ettt ceent of il puertaes B ndd perrtneceeicent to sach b asdonandcnt ) the et shidl
P prhanipee T oo osecordiope with cpodiente vesadntions aed ot the costl visk and expense

for recert of notiee of e proposed sbandonmernd

of Y Lo Lo ties

oot Lo ow b thase wishing to continue it ap-

of i Sarh izt
cratregy stodd feaden o Gt of the otlioes pper ey 100 propaibiodsd e chine of the vadie of the well™s silvable

d By pegordirer with the provisions of  Exhibit ~C™, loss (e estimated

sasleyial wnd cequipnient determ

conl o sbvaipinge aod e edtinnited cont of ploegineg snd abaadaning. Each alimdoning gaaty dhald

werizn 1o the con-ubandoning porties, withel woarranty, expres oy implicd. as o Gtleor as o guantity,
Guainy, Gr fitness for e of the comspraent and reoterid ol of i térest in the well and related equip-
sicnd, together willy s anferest 0 the bcehold cqtate oo to, bt only as ta, ihe fnterval or intervuls of the
formation ur fermations then opes o prednction, 1t interest of the shandoning ‘puny is or includes

sk por e sholt exceote g deiiver 1o the pon-abandoning party or partios an

are ol and g it

Unntedd to the intersiad or inid

il wus e, vals of the tarmation or formations then open to produc-

coil For i tetisn of onie weny anned v Toge therensfior o of and or cor is peeduced from the interval or inter-
o : : !
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GRPermen? be eoginiitaest s erentinge o Goothier portva st o Doaocintiot . G to rendesr thie

i tes Mabibe s gt g

B iens and Payorent Defaulis:

poo Pt vrpeos Gt ond Doy e vt sy B Clontenel A, ooy

ves owhoo exiraeiedd Gpd s dnterest dnall cogaipment, to secny

-y ;
P wths sieres D Thereons o toe cnte peanided an the Accoanting
1 oo the cnton! that Operntor s b fecurity interest ander the

e Hae viphis gred cerneddies

Pioctton g Cvipuneressd Ciade ad the Stgte, Cpserator shindl L

af a o reenred party under the Code, The oineing of o Juit ard il obtainng of judgment by Operatay

Yor thee seastaredd poddebeads; deopied an chectinon of vemedees o) otheerwiae nffeet e e

ity e gty antenes the guynsent heread I addition, upons defnalt Ly oy None

pesutor o the pasanent ol s shiave of cxvpense. Opeiator shpil have the veht, without prejudice o

erther pipnty o vemeaies, to collect from the purehuser the proeceds o the sode of sich Nos-Opeiator's

,.}m,v‘.- f::' el Gnd o S nm’x! e amount owed by sueh Non-Operafor ) to include interest on Lhe
:('E serenvy wmd 10 sal g bBrouphi Lo detreteney, reasanable o0 ey '
s :
i : }

i. Each s
ur (NS DR 2 9]
raclt, e aloy srants o

‘.t - - H - 1
o Operaior 'y propur-

. T -
sttt ded b se by aipeon Uperatour's
CULOern !
cresl Lo

CEpLLe,

onny gty finde op i unabde 1o pas s shgite of Snperse withipe sixty (68} days after renditton of
dostatenient therefor by Operndor, the condefdties pavtyes . solbdnng Operntar, shail, tpon reqguest by
Crpctatoe . par the nnpasd amnoant s the gropecbion fhal e sencnt Gf et sl paaty bears to the in-
ferest of ool such portyes Fach party o povie e chuaie o8 Ve anpaid spnotst aatll to o ontain reimbingse-

moent theveol, he subrogated o the secnaes viehb desenihod o the foregoing puniaprapl
Co Payments and Accounting:

Freept as hevetr ofhereise specifieatiy provided, Orperasos chall promptly pay and dischiare expenses
snenrred Qs the Gevelottend sl apoyating of the Cantiae . Avci parsoun! 1a thas aorecimsent s shall
clarie cocli of the paries Bereto with their o ;\5‘_'.’:;1;-;,. propostiocate shines tipon the expense bosis pro-
vided i the Aceonttitg Pocedure attached horefoo an Falubai ~C70 Opeesator <hadl Yo oo securate
revend of e joint aecotnt Lereupder, showtnge expessos nonrred and cbinvges and evedits made and

recegved. R

Crperton. ot ste clectioer dad] have the sieht Trom thoe (o tinwe o demand and receive Trom the
bl geaties pavment (o advanee of their respective shares of the estimated amoiint of the expense o
te- icarsyed v operatons oretander durving the vest succeeding month, which right may be exereised only

b smibans nion to ks ek patty of an itemized stateridnt of such estignated  expense, together with

- - . . - - . .
ot gavoice oy ads civee thoereol, Eaeh sueh statement and invoicee for the pasenent i advanee of esti-

mated expiense shall be submilted on orobefore the 2000 day of the next preceding month,  Fach party
A of et exlimato L-.'ithinthj,rry(BO) davs after such es-
id estiunate. within said tiee, the

hall pay o Opecidar it proportionate

tisnade and invoice orecorved, I any panty fads to pay ity share of s
stmount due shalt b intevest ax provided i Exhibit =C7 until paid. Propeis” adjostment shalt be
tsde maonithly between advimeck and-actial expense to the end that cach porty shall bear and pay its

propavtionate =hare of ctual expenses incwrecd, and no mose,
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b Limitation of Expenditures:

t Tyl o Dlegan Woithions the cor oo b ob g peae e s well il B diniledd o Glerqaevaed, aex
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Cader st d THLt frne it T tne cbvEbies o g dbeeqpeecan it neudde

L Ll LT T Il L S F TR S R T ey Ry B T STy SOy PR R p R P S SoNp Y TN YOT PRITS EPPPPININRVE

O N T SR L R e 00T SEVISERSE T IR S ST TS

Yy Ypttors Do SN e o espenediior os tor the d e o cheepeniop aond testing of the well When
b
St e ke ot qothoriecd depthn end Al et T been completod, Goerntoy shialh oove -

Crothe Mo O eratars wha have the plebt 1o paortieiyate by the enmpdetion costs The parties

scelusive ot Soturday, Sundapy sind legal holi-

ettee sl nave fortve-cipeht (B8 haw s
the Yetiing of casting and the eorapietian attempt, Such election,

X . deotn clecn o parlicipate
Wit ade. S acbirde coprent 1o ol necessary expendteres Tor dhe completing and coguippiog of such
woll netading secessry tapkoce aad or o surface qaetlitioss Fadluore of any porty receiving such notice

o ocepiy aeithan Bre e Ghove foxee chall constitate oo clection by (hnt posty not ta potcipate in

e vost of the eompletion atteinpt, 1Y cne oy gnore. but tesr thiin all of the porties, eleer (o ser pipe and

to aiterapt o cornpleton e proovasies of Stele VER T Baeent dthee plhoiee reworking, decpining or
Vi busel” G eontarncd o Atiche VTR sl e deemed o mchrde Ceompleting™) shall apply to

e operations therentier vondineted by bess thon all pretie

draes, neosvell shall bhe yewsrked or plugded

2wt e et e odie e el p nannd e Thee nrnvianne of Aorbiele VT2 of this agtre

[FRE TS S SPR prdessteoad thyt e conrent o the reworkine o pltugging back of s well shall include
consent T e capaerattinres o ceedhieling saeh operations and completing and cequippinge of
seprdowel rnchudine necese ey tuniace sndoor osarfiec faoiliies
3o Oyperntion<s Gperator shall a0 sindertgie any singte project reasonably estimaled to reguire
o . e e . 95
anexperaditine i exeess o lwenty~five Thousand Dalters (8§ 25,000.00 )

decpening, completing, recomploting, or pluy-

cotertion st nowel) the drdiine reword

which i boay provicmsty ot ized by or puasuand to thrs agreement; provided, how-

Case uf cuphoaon Sires Hood or adbier sedden cmesceney, whether of the same o differen.

maltie, Operetor mas such ctops nod ey seh expenses s i it apintorn e reaguired to deal with

he vmersenes tn sdeen Ve ot property bagt Operater ) s peragaptly as possibiie, stindl report the emer-
ceney Lo b sther portios A0 Operator prepares “Anthority for Expenditires™ {or its own use,
Operator. upor: veguest slad] fornizh coplos of e “Authonty for Expendiboves™ for cpy single praject
COStIn 11 exeess of Fifteen Thousand . o Doljars (£15,000.00 0y

E. Rovalties, Overriding Bovalties ioud Other Payvments:

Fach party shall pay o deliver, or entize to be patd or debivered, alt rozaltics to the extent of
.i;}Q‘C’J‘ﬁ]}(Tll (1/8) thue on b shave of production and shall haold the othies parties Teee
from any Hability therefors 5 the interest of any party inoany oil and pos lease covered by this agree-
et s subjeci 1o any sevalty, overriding rovety, peoduction payvimenis or other eliopge over sast above
the sforesald rovaliy, seeh party shall asswume and afone bear all such obligations and shail uecount

far or cath 1o Lo areounted for. such interest o the owners thercol,

No party shidl ever e vosponsible, on iy price busis hicgher than the price received by such parly,
Wy other party’s lessor e ovoxalty owner: and 5 any sueh other party's lessor or royalty owner should
demand and veceive settlemends unoo Bigher price basts, the party contributing sueh Jease shall bear the

royalty burders insofor as such higher price is concerned.
F. Rentids, Shut-in Well Payments and Minimum Royalties:

Reptads, shut-m owell poyments and andnmmam rovalties which may be reguired under the tereis of
any lease shadl he paid by the party or parties who subjected such Tease to this agreement at s o their
expense. I the event 1o o more parties own and have contributed interests in 00 smne Jease o this
aprcement, soch parties may designate one of such parties to make said payviments for and on behalf of all
sueh purtivs, Any party may request, and shall be entitted 1o reccive, proper evidence of all sueh pay-
ments, T the event of failare (o make proper nayment of any cental, shut-1n well pu,\'nu‘?’m or minimum

ke oo oversicht where sach puyvment o requaired (o conlinue the hease i foree,

vevally theoweh it
sy oss which vesults from sach non-pavment shadl be Lorne i aceardgace with the provisrons of Article

Wz

1

Operator ’::}m!] ottty Non-Operator of the anticipated completion :i)\'gn shut-in pas well, or the shut-
tny in or retnrn Lo production of o prodocing gas well, ot least five (5)v¢(‘i}‘$ Coexcluding Saturdoy, Suy-
TR -Iml‘id:l_\'x), o ot the earliest opportunity permitied by circamstances, prioy o tuking such uction,
Lut assumes no digbility for catlure to do sa. In the event af fatlure by Operator to 2o notifty Non-

Operator, e loss ol any lease contribated hereto by Non-Operador for failure (o mike timely payimoents

-9 .
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shat-nn owell paovene st chol be bhoone jornthe By ctoe g te Tuencto wnder e pranci e of Anticle

Blocvmss s sairhy fiae Do endendky ven e e ctteetive date hereof Operator ohndb vender for

vt ot s pcoperty subdect o thes serecment awheeh By e shoald e oseadered S sueh
TN P poon il b e gresced thereon before they becote delisguent. Prige to the pon-
Gitton e cael Nons Dpergror shald farresly Operscton dnforms Bors s fec bardone (fa anebde s bt nnt be
Heved tos ron Gltees over i cosaltios e perostuetion povinienite) on feaves and ol dnd pas interests can-
soabarted b el e Dhpeeentae T b e va b nos, of Gy benseheld cotate oredhiaeco b by e g af 1t
Pornn nmiort Yo rantet oo encess rosadores s ovesirdine vovaiti oo prodaetion payvients, the cochicnion e

hevelrom Sdudd tone o the Benefin oo Yhe ovner or owners of sack teawehiold

b vodore nn Thives st

T e O e . e niers S tes To refheel thee et of

cednte, g b Opeyatg ST dedn the cha

Soan the o

vedietton, Operntor sl B othier puectios for their propoeriieaote vhare of o tas piyvnen

o provided i Exhibe o

st amproper, Operateor oy at ity dizeretion, protest within

6 Oeveriator corsador wny dax

to o Nnal detennmation, usles all

the tinne and manroe: cescrbasd by e and proseeate the

Pitcties Gpree to shoredees the protest prioy o Gmod deleromoation, During the peadeney of adriastrative

oo anay eleet 1o pay, under protest) il fuceh tases and any interest and

rr quddiead peocecdines
ottty Whiers oy aeh priotested ceressment shodl bave Lo dnslly determined, Operator chal) pay

e tax for the Joint soconn topetien wth any interes! and pena ity seerued. and the total cost shail then

d b eaid by theny i provdded o Exhilat €7

Lo el SaninnFl the nurticae, o

Fach party shill poy o cause to be padd all production, severance, sathering and other taxes in-

posed pon or wiils roespee! o the prodoetion or handling of

<

choparty's share of ol and or gns pro-

dreod Goder the tenns of this aarecment,

H.  Insorance:

At G Ui s whide opevstions are eondueted herennder, Operator shatl comply with the Waorkmen's

pobaw of the Sicte where the operations five bemo convducted: provided, however, thut Op-

Conpe st
crator tay teoao s ananves for fimbabny vder saed comprasntan Lews b which ovent the only charge

thut =hoh e omede ta the Toant peeonnt chadl be oo oianonnd coqpavalent o the prensium which would have

Deon pan! Tudd suchh petwative been obtutmed. Operator b wlso Tewrry or provide msarance for the

soparties wa ontiined o bt DT attieched to snd mndeT o ot hierco!,

Brenctil of the oint meronnt of
Operitor shall voguire all-contractors engaged o work on or for the Contraet Avea o comple with the

Workmen™s Compensaiiom faw of the State wivere the operaDions ore betoy condnicted and 1o miaintain

such other msinrece oS Operntor may veguire.

In the ovent Natomobile Pabiie Laabilite hvir aeee i cpecifed e snaed Kahibat D70 o sabsequently
!

recerves the approval of the parties, no divect chiarge shall be made by Oferator for promiams paid for

~uch fosurance oy Opeators fably ownod auvtamotive ¢oonapmnent

ARTPICLYE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

AL Survender of Leuses:

The feaves eopvercd by this agreement, inrofay as they cindoace acreage i the Condraet Aren, <hall

nal Le surrendered b owhole o in o part undess all parties consent thereto.

However, should anye party desire to sureender s interest in any lease or m any portion thercof, and

ov consent thereto, the proty desrreg Yo <Greender shalt icaen, sl hout express

other poattes do o e
o implied warranty of file] 001 of s interest in such lease, or portion thereof, and any well, material and
cauipment which may be located thereon and any vights in prodaction thereafler secured, to the pacties

ening parta includes an ol and gas interest, the gs-

aut dexicing to survender 10 11 the interest of the m

stgning pariy shadi execnde and deliver to the party or parties not desiving (o swrrender an il and gas
. . - o

lowse covering such il nd cas interest for o term of one vear and sao long thereefter as oil and.or sas

such lease to be on the form altached hereto as Exhibit »B™,

= oproduced from the land covered thereby,,
Upan sueh assignment, the axsigning party <hadl be vebieved from alb obligations theveafter aceruing,
but ot theretafore secrued, with respeet to the acreage assigned wnd the operation of any well thereon,
ane e assigning gty shall have no further inferest in the lease assigned and its ecquipment and pro-
duction other than the rovalties retained in any Zease made nnder the termsof this Article, The partics

dpnee shall pay to the party assignor the reasonabbe calvage value of the atter’s interest in any wells
The value of afl materiad shall be determined o accordance

i

with the provisions of Exhibit €7 less the estimatod cost of salvaging and the estimated cost of plug-
ving and abindoning I the assipnment s in favor of more than sne party, e assigned interest sholt

- 10 .
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\
T et B thie poortaes eeteee g vhee ooty s Bhat trae catere b coichs bengs ta the nteren ool alt

Pogi Tae e g hies

CERE) et n o veneder asdbe rondder e nrocicron S nd it Cedoee o chanes e cosioner's o
IETR Gt dacns ontone Dot vl e dhioteb e B tane thee oo 0t e adiocc e of G Clontraet
S et thae e ccnpee s tened o rrervddened i sabaequent aperatuarss thereans shight o not thereafter
B G et e Blves derrs ce s e o arb Yh o aereoinens
13 Henewad or Extensin or Leases:

Uy gty oo s retnwnd of sy o and cas Tonre cnbert to thie Acrcecrment, Al athier ity

cnadt e patfed e st and shad Bove the bt for oo erwod of thicts 030y davs fellowins veceipt

G ta othee s v b cleet g partierpnte o the owner s of the rencewal fease, insofae oo such
feoea et o 0 o e Uontraet Aren, Byosavitee o tae porby wihio aeepredied o thett Sevenad progan
T S PR v tie ceemiation cost o aloeated Lo that gt of sueln ence within the Contract Aven,

cren b bt ey ey et to thie rderes b held ol that taene e the mintes i Yhie Contraet Aoden

9 ces Dt doess vhnre af ol e parites elest ot puotivipeie o the perehase of o ceneseal ease, it

Lo oclert fo pon Geipnte therern, baoooratio based apon the s eliatianship of

s respecitve perceontise of participation i the Condraer Ares to the agpregate of the pereentides

o tcriaebion neotine ST Nven a3 narties pur Gerpad pee i thie prachase of osuch oceaowad rase.
A renesea? beso b il B s gl prertie s eleer toopoo trerpate shall ned be subject to thin apreement

sment with-~

Fach party wio porbicipates o the purchuee of o renese s dease shiall be oiven an ass

out warranty of title, of its.proportionate interest therein by acquiring party.

v poovisions of chix Arvhcle Shall apply to renewat bedses whether thes are for the entize interest

covercd b the expunag lensc o cover orda o parlion of s ares ar s pderest theretnn, Any rones lease

Ll before the expiration of iy predocessar Teare, or (ke o contracted for within six (6) months after

The expiralion of the et e shadt bhe = et te thas proviomn: bt any lease taken or contraeted

far more tharn =Ix (6) mwoaths oiter the exprration of on exisiine lease shall nnt be deemed o renewa!?

iease and shmdl nol e sableet to e provisions of this agrceemens

The proviztions in thiz Articls “hao!l appiy ol and o dike eanner to extensions of o1l and gas

leases,
C. Nerveage o Cioh Contvibutions:

Winle this agreentent 5=oa foree, oy pavty contracts for o contribution of cash townrd the dreilling
of oweli ar any other operstion on the Conlract Area, sach contribution shadl be patidd 1o the party whao
coandiEtod the dring co sther operadion aned simil be apphed by 0 dsainst the cost of sueh drilling or
ather apevation. [V the contvibition Hhe in the form of acreage, the party 10 whom the contrvibution s .
mauade <hidl prompily tendoer oo oasstooment o the aereape. without weoranty of titde, 1o the Deilling

Pariiey an e proportions saud Dridling Parties shared the cost of drilling the well, 1§ all partics berelo
! ] !

ave e Paaties s Gecept such tenrdes . soely aereagse shall become o part of the Contract Arca and
oo overtoed by e procias of thiy aprecrnent I less than ol poaties hereto are Drilling Parties and

accept such tender sach shall not Hoeeome o part of the Contraet Avea: Fach parts shall prompt-

Iv ooty ol ather postie: deredse ar o rmoney conditbaihons o may oblaia o osapport of ey owetl or

any othner operation osothe Caittaer Avea

. FEoany poarty contravis for any consideration velaing 1o disposi{ion of such party’s share of substonees ;
produced’ héreunder, sach consideration shall not be deemed o contribution as contemplated  in this :
cricie VI : s

. sSubsequently Created Interest:

: ;

Notwithstanding the provistions of Article VIILE and VLG, if iy party hereto shall, subgequent ¢

bt

o excetition of this agteement, create an overriding rovalty, production payment, o net procceds inter- e

estowhich such interests toe hercinafer referred fooas “subsequentiy ereated interest™, sueh subsequently

crented nteyest shalt he specificaly made suabjeet to all of the terms and provisions of this agreement. as

Failows:

oo noncconsent creranions ave condueterd pursuant 1o any provision of this aereement, and the
Garty conducting suelh Gperations becomes entitfed to recerve the produciion atteibatable to the interest
ut o which e subscain ot crented oateres<t b derived, sech ity shodl rccive saome free and clear
of vuch subsequentis cveated derest, The party erveating saavie shall beer aoed pay all sueh sobseaquently

created nterests and shodd edenmity and Rold the other paeties hereto teee gl harmless fram any and

ol Babidite vesufe taorelvom
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PETEI T st de VRLT AT RV S t sty Lo crintend

Vor the praiiaee ode I flowne o o e obl e fesmetiald Pferests

Coeceredd e s Garecr gt L v other soovitions W the comtary. oo parte shall

sl crenmideer . L ter o ke other disposition o b niorest o n the leased embroeed withie the on

Traget Aven and ool cooioment and predoactoa wndess el disposition covern eithers

i ttere st o the porty o sioaeie s wted copnpent and prodaction: ol
D e tddivrdiod retesext gan all lences and ceopnpmrent oo predhiction an e mtract Aveu.

e trimsfer e othes dlespositiorn e by any bty chall he made exe

freesin o sublect o fio Goentenn aned winedl berenade wibuans prepdiee bo B piehit o) the othuy parties
Tty o the tnderest ol sy ety e ahiwvbded nrropn st oscaend Ly bonn oor mers eco-osvers,

e ircrethon ey renlive cneh o coooeeers to apgionet o stasde Gontee o geend with Tl

Fereive et cooreeenve Bt tor and approve mnd poy saon parivs

JUant oNLmenee sorthy and with power o bind, the co-owners of such

withon ot -"(ngJ'\" af b cononthons ercheaecd gn this egcoctuent: however, il soen

coreo trers Shidl DBhve the creht to o enter peto ared cucrnite oi eoniracis of asrocraenis for the diipnation

G chesrrespective S i cax prodnecd fronn the Cortyaet Aresr sad thee 2hall hnve the

HEPER VTS A WO SN RVEE vavinent of the sode provecds hercof

O penmitted by the dnwad o the state ar atates i which 15 property coverdd hereby s Toeated, vach:

vty Berete owning aoo cosbvded mterest oy the Contriest Sveq walves any sned ol rrghis it mig have

setde tao e severalty s wndhivided interest therehn,

i3 ' FOUVE IE 33008 SV VIR 2. TTRTITS TUTICTeN
+ir H +

\Ztans s r-ass e any

e to osell ol

or v ot af gty

P leetess vroeptiy o sive sy

vistedh shodb mehude the name and

Tross ol e prospective pur-

LG coticet g

vl o fwhe e e ble ta porebase . the TChase price. snd o alb other terms of

e offer, The orbher nortes chadl then fooce Tegplionsd=re right, for o period of ten (10) days alter

seocipt b the siotioe Lo preek conditions the interest which the aother purty

. e

croseit s ds L e oo cohirsiny pavies shadl shve the pe -

\%Lin!rnul ol ail pureh

T b o preferentiad viehl o purchare in those rasos~Qiere any party wishes

i

lerest i the proportiveeThnt the mterest of cacho hiars {o

proartes Hlow e vor, there

Sl or sale

ioroyis

mterests by omerger] reorginizad o, cont

ot all S e s et oo saden G parent company or oo subsidiney s Lirent
N N . o eiaat, Dmptcbuindaied- ; =) S B i b
e s et L e et e e e S aeg o

TARTIOLE 1N |
INTERNAL REVENUE CODE ELECTION

This sgrecment o pob priterded toersate, aned shindl nad Le consdracd to oreate, o relationship of part-

4 e pmeodt Befweon oo enonhe the o ties hercto, Notwithstanding any pra-

Crsiip ol Gno nsvoclis

Potonedher e severad soodd not Jotnd or catfoctive, or thut this

vistons hooein thot tee oo ond Tiabdhin

'

hip. L for Foderal income tax pur-

creurder shadi ol constitnte o partaeyy

Syevenortir et Lrod I AKENEATINE

prses, thi wovveinest b the onernetions e Sreover atded s o pevtaership, eacly povty hiereby

atlected eleer: o b cnetnded Do the spphreation of GH G e neovssians of Subehapter 7 Chapter

ooSubiitte “ATD o the internn] Hevere Oode ol 19030 s perraled sind anthorized by Section 761 of

Soherender s Cipedator o athorized snd divecied (o oxecute on

such evidesee of shes olection saimay be requived by the Seerctayy

Paobialty v vk

Sthe Feoessdb Internn? Revenue Service, inelading specifivaily, but

Stotensents, sond the duta required by Federal Regula-

net by owoy of
ons 1 THE  Shs

s election, each steh party sball excente sueh docioneats ared Taenish sucels ather evidenes e omay he

premer! that cach oty hoereby affeeted cive fturther ovidence of

Souired Sy the Fodernt Taternnd Bevesae OU dn oy b nedessaey oo ovidenes thiv cleetion. No
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o

sy tetioen g Bne oy cther b paeors i te st wth the olectiog gnde biogpehy

e treotne T bewes ol the cde G tuhe s S hiiet the Condpaee! o dnented G

R ot o R rantoae o cirvobar Yo those by Subchapter VI

AT e By terrnt Wovenine Cadde g T canler weinehy nry a-deetion sanmlar e o

Tl s ol e et ey ity e eds o itertes i ke el cdor o o

s Beoperieattedd G oo A neh daee s by the tocnotnoe cbeeiio vach srreln party ctates that

Pl snvotie dhrtved Bon b b i Oyperadtons Boeraorocher enn Lo sdeanately determimed wothioe it e
compatntua o paaieer e ecahile aneonie

ARTICLE X,
CLAIMS AND LAWKRUITS

coclmme o st arbsine froan seerabons hevenmnder o the exs

Ulperator anay cettie oy ctnele daniag

Perahitire doees nof exieeed Five Thousand . . Prodhars
% 5,000,00 )oand o the pavmient g complele settement of suceh eliint o st 10 ke mimoart

veguued tor settheniess cneseds the above amount, the poaties bioveto shaoll assame ang take oter fne

Curther hondings of the ciiom o sait, antess wach anthoray odebeaated to Operstor, AH ot aned ox

gl otherwise divehareing ot elonns o st shall he ot the ioint exponse

SR EPE O
ut the portress B0 o claany oy pde agaanst any pariveoor o aboany g iy sued on sasenont of e mibtter
asing o opesations eveunder over whneh sech individoest o no contiol heeause of the riphts gdiven
Ooeridor byt agrcement the party shaflt smmediteiy cotoy Operator, and the cloim or suil shall

Luotrcated ux any othier claim or sait invoiviow opecation: hivegndey

ARTICLYE XL
: FORCE MAJEURE

Peomy puovtv o venderod anable, swhobliy o o prnt, by foree miajeare to ciory oot ks obhigations

veder thax nevecmiont, ot e than the oblipation 1o make  mmoney puoviments, thot party shall dive to ol

othier purtles prompt wiriten netice of the Sores majenrs with reasonably il porticulars conecrning G

thoeveapany, the ol of e paety o elvios the notice so fan o thiey are affected Ly the foree majeure,

sholl e cnpended Qi e ono dopger thar the contimuance of the force majeure. The aoffeeted party

CGquicky a8 practicable.

to remaove the forces majenre situation

The veguivement “hat aoy force majemre shall be remedied with all rearongble dispuateh shall not

require the settlemuent of strikes, fockonts, oe other Tabor difienity by the ity involved, contrary {60 its

wishest how sl such dittrerties <hall be hoodled shall be ontively swithin the diseretion of the party

concerned.

The term “foree mbjenre”™. as here cmploy sl shadl mean an aet of God, strike, lockout, or other
industrin! disheboanec net of the pubdic enemy, war, blockade, publie riot, lightning, fire, storm. flood,
explovion, governmental action, povernmentat delav, restraint o inaction, anavailability of equipment,
andrany other cause. whether of the kind specificatly  cnumerated  above or otherwise, which s not

reasonably within the control of the party claiming suspension,

ARTICLE X1
NOTICES

Al diee nathorived or required. hevween the pactios, cod regoived hy any of the provimons of
this sevcen nt unless otherwise spectfically provided, shied! be siven-in writing by United States mail
ar Wentern Pimon telesvam ostige ov chavees prenadd, ov by teletvpe, ol addvessed to the party to

whaom the notice is given ot the addresses Hsted on Exhibit A7 The originafing notice given ander any

sproviston hereod shall be devmed given only wien received by the party (o whom such notice ix diveeted.

ponse thereto shatl run from the dote the originat-

and the time foi ~';,(1;'T| party o ozive any nofiee inov
g notive s received. The second or any responsive notice <hall” Be deemed wiven when deposited i
the United States mail or with the Western Union Telegraph Cotapany. with postage or obapes prepaid,
or when sent by teletvpe, Fach party shall have the right torchange its address ot any time, and from

time to tine, by giving written notice hercod to all other poreties

ARTICLE NIL
TERM OF AGREEMENT

x

Thiz azrcement shatl remcin i ull foree and effect ax to the ot and gas leases andor oi and gas in-
terests subjected herrto for the periad of time selected belesw: provided, however, no pacty heretn shall

cver be o constraed e haviss oy right Gte or aterest anoor o any lease. or ol and gas interest con-

tributed by any athir party hevond the term o of this agrecinent,

P 1 — b4 Lo LW L — 1 -l —— 3 - - -
Tt N -~ .‘_.TJ%..N“_A il LAMERS LAt Tl’rl’_.\' o AR AR R AR DA PRl Rt ‘]r\ ] LARSED & PR (Tr‘ll AMRERS LA X SEEESLNES R Y X -5 2 L1 AT O~
tinued in force ax (o any part of e ComrmrT AT whebbeds Ly production. extengion, renewal or other-
e e { IVUUUEREIVEDUCS SEN VIS DOV FIOPPIPSUSIOSE EFPI R SETSEIINEE S FRPUONIE EVOTVE SIS TR VIS SUVRICHDIPHINEY BIPORUT mttvammn >~~~
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! X i 2 } e v ovent thee el b O O I R R T S IO S f KIS LRTR BRSO & cirviled
St epevisregy e tlae corcrrnent o seoaME s poes e o i e E nn s paeviees st this
; et st cendeie e Do e e e svecde et e i prorhine e nre raeahilhe e Dyt
' ) Y i cat 1 wioar T8O iy Treoes o o o o actiers poreavidesl bio e
i [ St i [ETEE RIRATIVS N » < SR PR P R T [T O Pertireerd
i i ! 8] [T ESERTCTTAR S Cer tr [ PR EPTY SRR YR R e e whoop
vt ; L o todd s e e ooyt haenedtars e Gereeree it Ll oo
e FRTEE N BT P thae cverd U wedl e o e o Arhiele VLY D G gty cnduespaent wedd
i R P T T E LR A oo wbry bohe o s e e e paendirestae o e hie el pe et g
i O S Y T TE U W Ur U & B I POy IS B E Y O K TR T DAY S I R PEFSY CONME S R E A EE I A SR RS URER A L R R
TR T U CEPUEEs PETFVRVEPENPS R S LR 180 drees b e e Gl chandonan e o cned geeld "
DU et Danvenver, that the fernantiens ol P sereriend b ne! selioerd snv ity Bere T fiosn
N v peeilite whren B ceesued o s taeasdd sptor foo thie L et vaeh tevnatstues
i
it ARTHOCLE XTIV,
i COMPIIANCE WITH LAWWS AND REGULATIONS
jo ‘
o AL Laws, Regulations and Ovders:
i
' Pivie neteemien? sondd e sabdest oo be canmcorvoating oo of the stude anowhiach thee eomnitted
T i Patend e tre vt pues devaeostion o sob oriner s g iy duly constilnted rogulinoesy body ol
LIt Crgtes et teoailcaher septienbie ederad rntes anet deest Yaes ondimaees, vales) recnlinons o
D5 dders, HDWONO T, Don-operdtavts o durec 1o el pralar crron any and all losses,
oy denapes, Injuries, o clad and cousos b actron waising oot of incident Lo or
2q  Vesaitiog diteciiy or dndivectiy tvem opey o s Pterpretation or application
97 0 vates, rulious, reculations or onders o0 i Joprar bine st ot dgerey . Foderasd
9 Foevpy Foounlatory Comulssion or proedecessor woencies Lo the extent oprrator 'y
g antorpretalion or application of soch oralon, nling, rernlalions or order s were
i P TS PURNER ERNSTUTETS B R I SN MOneOpeTatloars Tut i avree e repaburse Gperator tor their

4y preporticaoate sharve of gy amoeunts operalon ey by oroquired to refund, rebate
Or pPay 4y a4 resteli ot oan ingcorrect inlon atrons o applicatien ol the above

o ted cutes, cubinys, revalations or ovdevs, topether with toe not-uperators '

1

- TENRE P - ‘ 1 R TIN el ey} $av RN i -y . - . .
p.upc't Lronaty p\.n e aaterest amdd penallies ewing by operator as o resull of
such 1nvorrect dnierpretation Gv application of auch vales, repulations or orders
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- Phe cosential validity of ihis avveement i all artleds pertaining theroto,
but uet linited te, mallers of perioviancs, breach, remedics, procedures,

ailes and sutevpretation or coastruct i, shall be soverned dand deter-
mined by the Taw.or the state in which the Contract Area is located. i the
Contracl Area 1s in two or qore states, the law of the stale wiore most of Lhe

B fimd in the Contract Area is located shall STSECRE B

ARTICLE XV
¥ OTHER PROVISTONS

4 AJ SUBSTITUTE WELL:

57 1. If, in the drilling of the Tnitial Well, Uperator loses the hole or encounters
-~ 52 mechanical difficulties rendering it impuidticable, in the opinion of Operator,

93 to drill the well to the Objective Depth, then and in any of such events on or be-

74 fore sixty (60) days afterx completion of the Ipitial Well, Operator shall have the

55 option to commence:the actual drilling of another well {(Substitute Weil) at a

“s¢  lawful location of Operator's selection on the Unit Area, and prosecute the

57 drilling of said well with due diligence and in a good and workmanlike manper to
54 Lhe Objective Depth.  For all purposes of this agreement, the drilling of the
59 Substitute Well shall be considered as the drilling of the Initial Well.

6! 2. Any provision herein concerning the Tnitial Well shall also apply to the
o 62 “Substitute Well, and.any provision herein excepting the Initial Well shall also
64 except the Substitute Well.




3, TEMAS O AND GAL OOV ATIAN PARMONT DOV TISTONG

wtes a farmoatr sgreement boetwoen Pexas
011 and Gas ecparation, hereinatftoer vefacre:sd Lo as Farmout Party, and
Havvey . Yartes Coppany, horeinafter raferrod 50 ng Dyiliinag Party,
wherebhy Drillitio vty siall bear FParmout Pasty's share of 1Y couats
and risks of draitling, testing and completing the Initial and sSubati-
tute Test Wells provided for in Article VI-A and Article XV-A heroof.,

1. Tl rricote MU connb it
1

[
s

2. In consideration of Drilling Party's payment of Farmout Party
share of said costs and completion of the Initial or Substilite Test
Well as a well «capable of producing oil and/or gas in paying quanti-
ties (quantitics sufficient to return the cost of eperating the well
and a reasonable profit), Drilling Party shall carn all of farmout
Party's oil and gas riaghis, whether lecasehold or contractual, under
the proration unit for said well for all depths from the hase of the
San Andres formation to 100 feet Dbhelow the total depth drilled in
the Initial Well, and an undivided one-haif (1/2) of the present in-
terest of the Farmout Party in the Contract Avrea outside of the pro-
ration unit for said well for all depths from the base of the San
Andres formation to 100 feet below the total depth drilled in the
Initial Well. Farmout. Pacty shall resecrve and retain as an overrid-
ing royalty 1/16 of 8/8 under the proration unit for said well of all
the oil and gas preduced, saved and marketed from the proration unit,
with said overriding royalty to be proportionately reduced in accord-
ance with Farmout Partv's interest in the Contract Area as set forth
on Exhibkit “a" of this Operating Agreement. Farmout Party shall
execute and deliver to Drilling Party any instruments necessary to
eflfect the intent and purpese of this Aqgrecment

3. Farmout Party shall have the option at Payout of saisd well to
elect tc convert its overriding royalty to its share of a 50% work-
ing Interest in said well an? proration unit, with such working
interest to be proportionately reduced in -accordance with Farmout
Party's interesl in Lhe Contract Area as set forth in Exhibit "a"
of this Operating Agreement.

4. "payout” 1is defined to bhe the date on which the net proceeds
attributable ¢ Operator's total interest 1in said proration unit
shall egqual Operator's total share of the costs and expenses, bhoth’
tangible and intangible, of drilling, equipping tesiing and completbt-
ing said well for production, and of operating the said well to pro-
duce such amount. "Net proceeds" are defined as the total proceeds
recnived from or credited or allocated to Operator's total interest
in the production, less severance, production, windfall profits and
other taxes payable on production, together with all royalties,
overriding royalties and payments out of production presently in
effect created by this agreement. Charges and expenses to be made
by the Operator shall he made in accordance with and accounted for
as set fortl: in Fxhibit "C" hereto.

5. - Farmceuit party reserves the optiorn for a c¢all on the portion of
production of ©il and/or gas and associated products attributavle to
~Farmout Party's interest in the Contract Area as set forth on Exhibit
“A" of thils Operating Agreecment. :

MADE A PART OF THE CURLEW UNIT OPERATING
AGREEMENT DATED DECEMBER 30, 1982

By: g R
TEXAS OII, AND GAS CORPORATION

STATE OF TEXAS
COUNTY OF

The foreqodoing ‘instrument was acknowlédged before me this

day of e _ _+ 1982, ny ) | T
President o©of TEXAS OIL AND GAS CORPORATION, a "
corporation, on behalf of said corporation

My Commission Expires:

Notary Public




B. URTON TENAS }“3]“‘\W..J'{‘ CORPORATTON VARMOUD PROVISIONG:

1. Tiis Article XV-B constitubtes o facmout aagrecment between Union
PToxas Petrolemy Caorpnration, hereinaftor referrad to as Parmoot Part v,
and Harvey E. Yates Company, herainafter vefoecred Lo ags Driiling pParty,
whe l':zl‘fy Hrilling Pavty shall bear Parmont Parfy's sharcre of all costs
and risks of drilling, testing and completing the Tnitial and Substi-

tute Test Wells provided forv in Avticle UI-fA and Avticla YWoA hereofl,

2. In consideration of Drilling Pavty's payment of  Parmout Party's
share of said costs and complebtion of the Tnitial or Substitute Test
Well as a well capable of produacing il and/oc gas in paying quanti-

ties (quantities sufficient to return the cast of operating the well

and a reasonab:le profit), Drilling Party shall ecarn all cf Parmout
Party's oil and gas rights, whether leaschoeld or contractual, under
the proration unit for sald well for ali depths from the base of the
San Andres formation to 100 feet Dbelow the tatal depth dArilled in
the Initial Well, and an undivided one-half (1/2) of the present in-
erest of the rarmout Party in the Contracht Area outside of the pro-
ration unit for said well for all denths from the base of the San
Andres formation to 100 feet telow the total depth drilled in the
Tnitial Well. Farmout pParty shall resecrve and retaln 3s an overrid-
ing royalty 1716 of 8/8 under the proration unit for said well of all
the oil and gas produced, saved and marketed from the proration unit,
with said overryiding royalty to be proportionataely reduced in accord-
ance with PFarmout Party's interest in the Contract Area as set forth
an Exhibit "aA" «f this Operating Agqrocement, Farmont Party shall
execute and dcliver to Drilling Party any instruments necessary to
effect the intent and purpose of this Agreement.

3. Farmout Party shall have the option at Payout of said well to
elect to convert its overriding royalty to its share of a 50% work-
ing interest 1in said well and proration unit, with such working
interest ta be preporticnately reduced in accordance with Farmout
Party's interest 1in the Contract area as set forth in Exhibit "A"
of this Operating Agreement.

4. "Payout” 1is defined to be the date on which the net proceeds
attributakle to Operator's total in ‘CLest in said proration unit
shall equal Operator’'s total share of the costs and expenses, both
tangible and intangible, of drilling, equipping testing and complet-
ing said well for production, and of coperating the said well to pro-
" duce such amount. “Net proceeds"” are defined as the total proceeds
received from or credited or allocated to Oparator's total interest
in the production, . less severance, produection, windfall profits and
othexr taxes payable on precduction, together with all royalties,
overriding royalties and payments out of production presently in
effect created by this agreement. Charges and expenses to be made
by the Operator shall be made in accordance with and accounted for
as set forth in Exhibit "C" hereto.

5. Farmout Party reserves the option for a call on the portion of
production of cil and/or gas and® associated products attributable to
Farmout Party's interast in the Contract Area as set forth on Exhibit
“A" of this Operating Agreement.

MADE A PART OF THE. CURLEW UNIT OPERATING
AGREEMENT DATED DECFEMBER 30, 1982

By:

UNION TEXAS PETROLEUM CORPORATION
STATE OF TEXAS
COUNTY OF

The fdregoing'iﬁstrument was acknowledged before me this-

day of ., 1982, by. v . -

President of UNION TEXAS PETRCLEIUM COPPORATION, a

- -

My Commission Expires:

‘Notarylpublic

corporation, on behalf of said corporation.




. SUN PRODUCTION COMPANY FARMOUT PROVISTONS:

1. This Article XV-B constitutoes a Farmeuad agreement between Sun
production Company, hereinafter refocred to as  Parmout Party, and
Harvey E. Yates Company, herxeinaftec veforeed to as Drilling Party,
whereby Drijiling Party shall bear PFarnmount Party's share of all costs
and risks of drilling, testing and complebting the Tnitial! and Substi-
tute Test vwells provided for in Acticle VI-A and Article Yvip hoereof.

z. fn consideration of Dritling bParty's payaent of Farimcut Party's
share of asald costs and completion of the Initinl or Substitute Test
Well as a well capable of producing oil and/or gas in payving guanti-
ties {(quantitics sufficient to relurn the cost of cperating the well
and a reasonanle profit), hrilling Party shall earn all of Farmout
Pavty's oil and gas rights, whether lcaschold or contractual, under
the proration unit for said well for all depths from the base of the
San Andres formation to 100 fect below the total depth drilled in
the Initial Well, and an undivided one-half {(1/2) of the present in-
terest of the Farmout Party in the Contract hrea outside of the pro-
ration unit for said well for all depths from the base of {he San
andres formaticn to 100 feet below the total depth drilled in the
Initial Well., FParmout Party shall reserve and rtretain as an cverrid-
ing royalty 1/26 of 8/8 under the provation unit for said well of all
the 0il and gas produced, saved and marketed from the proration unit,
with said overriding royalty to be proportionately reduced in accord-
ance with Farmout Party's interest in the Contract Area as set forth

[T

on Exhibit A of this Operating Agreement. Farmout Party shall

execute and deliver to Drilling Party any instruments necessary to

effect the intent and purpose of this Agreement.

3. Farmout Party shall have the option at Payout of said well to
elect to convert its overriding royalty to its share of a 50% work-
ing interest in said well and proration unit, with such working
interest to be proportionately reduced in accordance with Farmout
Party's interest in the Contract Area as set forth in Exhibit "A*
of this Opcrating Agreement.

4. "payout" is defined to be the date on which the net proceeds
attributable to Operator’s total interest in said proration unit
shall equal Operator's total share of the costs and expenses, both
tangible and intangible, of drilling, equipping testing and complet-
ing said well for production, and of operating the said well to pro-
duce such amount. "Net proceeds” are defined as the total proceeds
recelved from cr c¢redited or allocated to Operator's total interest
in the production, less severance, production, windfall profits and
other taxes payable on production, together with all royalties,
overriding royalties and payments out of  production presently in
effect created by this agreement. Charges and expenses to be made
by the Cperator shall be made in accordance with and accounted for
as set forth in Exhibit "C" hereto.

5. Farmout Party reserves the option for a call on the portion of
producticn of i) and/or gas and associated products attributable to
Farmout Party'’'s interest in the Contract Area as set forth on Exhibit
“A" of this Operating Agrecment.

MADE A PART OF THE CURLEW UNIT OPERATING
AGREEMENT DATED DECEMBER 30. 1982

By: e
SUN PRODUCTION COMPANY
STATE OF TEXAS ) -

) &¢§
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of . 1982, by P

President of SUN. PRODUCTION COMPANY, a

corporation, on behalf of said corporation.

—— . o

My Commission Expires:
Notary Public

14a




DL J.t1. HUEER CORPORATION FFARMOUT PROYISTONS:

1. This Article XV-i constitutes a farmmout agreement between J.M

Haboer Corporation, hereinafter veforres! to as  Farmont Party, and
Harvey 1. Yates Company, hereinaftec raforred Lo as Driliing Parcty,
wherelh:y Drilting Party shall hear Varimoat Pacty’s share oF all costsa
and risks of drijling, festing ard completing the Inftial and Substi-
tute Pesy Wells provide? for in Article Yi-A and Article YY-A hereof,

2. 1In consiahwwtion of Drilling Party's payment of Farmout Party's
share of said costs and complation of the InitiaY or Substitute Test
Well as a well capable of producing il and/or gas in paving auanti-
ties (quantitics sufficient to return the cost of operating the wel)
and a reasonable profit}), Drilling Party shall earn all of Farmout
Party's oil and gas rights, whether lceasehold or contractual, under
the proration unit for said well for all depths from the base of the
San Andres formafion. to 100 feet below the total depth drilled in
the fnitial Well, and an undivided one-half (1L/2) of the present in-
terest of the Farmout Party in the Contract Arca outside of the pro-
ration unit for said well for all depths from the base of the San
Andres formation to 100 feet below the total depth drilled in the
Initial Well. Parmwout Party shall reserve and retain as an ovecrid-
ing royalty 1/16 of 8/8 under the proration unit for said well of all
the oil and gas produced, saved and marketed from the proration unit,
with said nverriding royalty to he proportionatel.y reduced in accord-
ance with Farmout Party's interest in the Contract Area as set forth
on Exhibit “A". of this Operating Agreement. Farmout Party shall
execute and deliver to Drilling Party a y instruments necessarxy to
cffect the intent and purpcse of this Agreement.

3. Farmout party shall have the option at Payout of said well to
clect to convert its overriding royalty to its share of a 502 work-
ing interest in said well and proration unit, with such working
intevesi to be proportionately reduced 1in accordance with Farmout
rParty's interest in the Contract Area as set forth in Exhibit "A"
of this Cperating Agrecnent.

4. ‘“pPayout”" is defined to be the date on which the net procends
attributable to Operator's total interest in said proration  unit
shall equal Operator‘s total share of the costs and expeinses, both
tandible and intangible, of drilling, equipping testing and complet-
ing said well for production, and of operating the said well to pro-
duce guch amount. "Net proceeds" are defined as the total proceeds
received from or credited or allocated to Operator's total interest
in the production, less severance, production, windfall profits and
other taxes payable on production. together with all royalties,
overriding royalties and payments cut of production presently in
effect created by this agreement. Charges and expenses to be made
by the Operator shall be made in accordance with and accounted for
as set forth in Exhibit "C" hereto.

5. Farmout Party reserves the optioa for a call on the portion of
production of oil and/or’gas and associated products attributabhle to
Farmout Parxty’'s interest in the Contract Area as set forth oa Exhibit
"A" of this Operating Agreement.

MADE A PART OF THE CURLEW UNIT OPERATING
AGREEMENT DATED DECEMBER 30, 1982

By : e e et s e e o e ’
J .M. HUBER CORPORATION
STATE OF TEXAS )
) §§

‘COUNTY OF )

‘The foregoing instrument was acknowledged before me this
aay of I - ’ 19821 by ¢
President of J.M. HUBER CORPORATION, a
corporation, on behalf of said corporation.

My Commission Expires:

“‘Notary Public

14a
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OPERATOR

ATTEST: HARVEY E. YATES COMPANY

bBy:
Assisltaol 3ecretary President

SOPERATORS
ATTEST: SUN PRODUCTION COMPANY
By: ) .
Secretary ‘ President
ATTEST: UNTON TEXAS PETROLEUM CORPORATION

. R . . By: o .
4 Secretary President

TENNECO OIL COMPANY
o

-4}
i By:

42

Attorney-in-Fact
X

-4
15

4ty

ATTEST: TEXAS OIL & GAS CORPORATION

By:

17
4
19, :

50 ATTEST: ) COLUMBIA GAS DEVELOPMENT CORPORATION

51

Secevetaxy President

53 : . By:

Secratary President

ATTEST: J. M. HUBER CORPORATION

By:

" Secretary Presidén:
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ATTEST:
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ATTEST:

e e S et S W 8 o o e o R A & e =

Scerelary

ATTEST:
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ATTEST:

Secretary

ATTEST :

Secretary
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CTROLA CUERGY COKPORATION

By

nF pnn oL e & g

President

FRED G. YATES, 1INC.

By —

President

SPIRAL, INC.

By:

President

EXPLORERS PETROLEU CORPORATION

President

YATES ENERGY CORPORATION

By

President
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HEYCO NO. 9140

STATE QF NEW MEXIC0 )
. )Ll
CCLRHTY OF CPAVIES )
The forepoiay jasiryument wes acknowledged before me this day of

I

, 1982, by GEORGE M, YATES, Presideal of HARVEY T vaTEs

CORPANY, o New Mesico Covporation, on behalt of sald corporetion,
My Commisstion Hxpives:

Notary Public

STATE OF TEXAS )
) 85
cougy or - )
The forepoing instrument wuas acknowledged before me this ) day of
, 1982, by ,

Corporation, oo

President ol SUN PROJUCTION COMPANY, a
behialf of said corporation.
i

My Commission Explies:

Notary Public

STATE OF TEXAS )
) ss
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
» 1982, by ’
President of UNION TEXAS PETROLEUM CORPORATION, a
Corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF TEXAS )
) SS
COUNTY CF )
The foregoing iastrument was acknowledged belore me this ., day of
, 1982, by y Attorney-in-
Fact for TENNECO OTI. COMPANY, a ) Corporation,

on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF TEXAS )
: , ) Ss
COUNTY OF )

The foregoing instrument was acknowledged before me this = , day of
, 1982, by ’

President. of TEXAS OIL AND GAS CORPORATION, a
Corporation, on behalf of said corporation.

“

My Commission Expires:

Notary Public
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HEYCO NO, 9140

STATE QF 2w HEA1CO }
) P
COUNTY OF CHAVES )
The Torepoing lastrument was acknowledged before me this day of

L huB2, by GEORCE H. VATES, President of UARVEY LU YATES

-(;‘(JI’,P.'\NY, a New Mexico Corporaling on behalfd of satd corporation,
My Commission Fxpives:

Aotary Peblic

STATE OF TEXAS

N S s
~
1%
,
.

COURTY OF

The foregeing instrument was acknowledged before we this Cday of
, y 1982, by ) . ;
President of SUN PRODUCTION COMPANY, a ] Corporation, on

behalf of said corporation.

My Commission Fxpives:

- Notary Public
STATE OF TEXAS )
) 8s R
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1982, by ) ,

President of UNION TEXAS PETROLEUM CORPORATION, a
Corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF TEXAS )
) S8
COUNTY OF )
The foregoing instrument was acknowledged before me this day af
, 1982, by , Attorney-in-
Fict for TENNECO OTI. CPMPANY, a Corporation,

on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF TEXAS D]
) ss
COUNTY OF R
The foregoing instrument was acknowledged before me this day of
, 1982, by : ‘ .. ’ 3

President of TEXAS OIL AND GAS <CORPORATION, a
Corpuration, on behalf of said corporation.

My Commission Expires:

Notary Public
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HEYCO N0, 9140

STATE 3 XrW MENICo y
/‘ 2
COUNTY O CHAVES ;
The foreeoiny instrument was ackoowledged before we tlids dav oo

P82, Ly CEORGE M. YATES, Prosident o) HaavEY ¥ YATE:

COMPANY, a Mew Fexico Covporation, oo behald of said corpovation,
My Commission Expiros;

Hotary Pabtie

STATE OF TEXAL 3
)8
COUNTY OF .
The toreeoiny 1ustrument was acknow!ledged before we this day of

Corporaticn, on

e M982 Ry
President of SUN PRODUCTION COMPANY, a
boehalf of said corporvation.

My Commission Expires:

) Notary Public - -
STATE OF TEXAS )
: ) 88
COUNtY or )
The foregoing instrument was acknowledged before me this day of

. , 1982, by . ) ,
President of UNION TEXAS PETROLEUM CORPORATION, a e
Corporation, on behalf of said corporation.

M4y Commission Expires:

- Notary Pubiic -
STATY OF TEXAS )
} 8s
COUNTY OF )
The foregoing instrument was ackuowledged before me this \ : day of
, 1982, by , Altorney-in-

Fact for TENNECO OJIL COMPANY, a Corporation,
on behal{ of said corporation,

My Coumission Expires:

Notary Public

STATE OF TEXAS )
g , ) SS
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
, 1982, by ' ,
President «<f TEXAS CIL AND GAS CORPORATION, a
Corporation, on behalf of said corporation.

My Commission Expires::

Notary Public




-

My Commission Expires:

CURLEW WORRING INTUEREST ARFA
HEYCU N0y, 946
STATE OF TEXAS 3

COUN'TY 0y )

The Toregoiny instrument was acknowledped botfore we this dav oy
Proevident of COLUMETA CAS DEVELOPMENI CORPORATION, o

Corporation, on behalt of 2aid covparation,
Py Commission Exvirves:

Notavy Publie

STATE QP CTENAS )
) sS
COUNTY OF )

The forcezoiny instrument was acknowledped before we this day of
e e , 1982, by e L K _

Corporation,

President of J. M. HUBER CORPORATION, o |

anc behalf of said covporation,

¥y Commission Expires:

Notary ublic

STATE OF TEXAS )
) s$
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
1932, by L » Altorney-—ia-

Fact for ATLANTIC RICHFIELD COMOANY, w 7~ _ Corpovation,
on behalf of said cerporation.

My Commission Expires:

Notary Public

STATE P¥ NEW MEXTCO )
COUNTY OF BERNALILLO )

The foregoing instrument - was acknowlédged before me this day ot

, 1982, by HARVEY E. YATES, JR., President of CLBOLA ERERGY COR-
PORATION, a New Mexico Corporation, on behalf of said corporation.

No,tary‘ Public

STATE OF REW MEXICO )
: i} ) 88
COUNTY CF CHAVES )

The foregoing instrument was acknowledged before me this “day of
» 1982, by FRED G. YATES, Presideat of FRED G. YATES, INC., a

New Mexico Corporaticn, on behall of said corporatiou.

My Commission Expires:

Notary Pubdblic
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COUNGY OF CHAVES )

e forepoing instyanent was acknowledpged betore e

i

yanz !'*:r' AakVey b, Y/\"lv}‘,.\., Priosydest ot
3
i

3 ey

Corporation, on behalt o of saud ocerperalion,

My Jommission Expives:

Notary Public

STASE OF NEW MEXNTICO

N NP
Vi
[

The rforegoing Instrument was acknowledged betore me this day of
982, by GYORGE M. YATES, President of EXPLORFRS PETROLEUM COR-

PORATION, a New Mexico Covporation, on behall of said covporatioun.

Py oCommlsslou EXpIres:

Notary pubiic

STATE OF NEW MENICO

NN
7]
[#7]

COUNTY OF CHAVES

fhe 1oreyelan Iastrument was acknowledged before me this day of
i

_ , 1982, by FRED G, YATES, President of YATES FNERGY COX
a Noew Mexico Corporalion, on behali of sald corporation.

N

PORATION,

Yy Commission Fxpives:

Notary Public
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AUNRESSES OF PARTIHS FOR NOTICE PURPOSES:

<

Misutie &iehfield Company
Voo, Box 1610

Vidland, Texus 79707
4. M. Huber Corpovation
1906 Wi lco Building
Yidland, Yexas 79701

Sun Product ion Compiany
Yo OO Box 4067

Eidiand, Foxas 19707

“Fexas 31 &4 Gas Corporation

900 Yitco Building
Midlaond, Texas 79701

Harvey K. Yates Company

Spiral, Tnc,

Explorers Petvoleus Corporating-
I, a4, Box 1933

Roswell, Wew Vexico 88201

onliv, Mo 30

Tovtlon 2010 Sf7 uR 4, 564

DTN T
.y Y -;‘vlg‘olllc

T4

Cibola Eneryy Corporation
P, O, Box 1668
Albuguerque, New Mexico #7103
Columbia Gas Developaent Corporat ion
P. 0O, Box 1350
Houston, Tezas 77001
Teonceo 04 Company
6800 Park Teo Boulevard
Sutle 200 K

San Antounic, Texas 78213

Union Téxas Petroleum Corporation
1300 Wilco Huilding

Midland, Yezas 79701

Yates Eiaergy Corporatiog
Fred G, Yates, foco,
Suite 919

Hoswell, Hew Mexico 88201
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EXHIBIT o

Attached to and made o part of  THE OPERANTING AGREEMENT
DATED DECEMBER 30, 198%,
JBY CAND BETWEEN HARVEY E, (ATES COMPANY, A5 OFERATOR
ANDOOTHER SIGNATORY PARTTES THERKTO .'\f) NOH-OPRBEATORS

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

Delinitions

Joint i’:'opurtv" ~shall mean the vead and personad properly subjoct to ihe agreement to which this Accanunting
Procedute s atlached. )

“doint CGperations”™ shall mean o}l operations nocessary o proper for the development, operation, protection and
mnintenance of the Joint Property. ‘

“deint Account” shall meun - the account showing the charges paid and eredits received in the conduet of the Joint

(h-.n iy aoencd

WHiCH @r¢ 1o be sharea by ine Porties.

“Operator”” shall mean the party desiinated 0 conduct the Joint Geerations,
CRon-Operators™ shall meon the parties o s surcement other then the Operatog
CPaviies” shadl osmean Operides and van-Openitons,

K
sugervision of other
Sag Capaeity.
“Pechnical Finpioyees™ shall mein those vnlp‘lo_\’("rs having special and specific engineering, geological or other
professiona <4ills. and whose prisnarvy function in Joint Operations is the handling of specific operating condi-
tions nxod problems for the benefit of the Joint Property.

t Level Supcrvisors™ shali anean those cinplovees whose primary fu;xgtie)n in Joint Operatinns is the direct
emptoyees and or conirael labor directly empisyed on the Joint Property in o fleld operat-~ -

Personad Expenses” shall mean travel and other reasonable rennbtirsable expenses of Operator's empioyoes.
sMaterial” sbotl mean personal propersty, equipment or supplics sequired or hedd for use on the Jaint Propes iy,
~Controlinbde Matertal” shall mwean Matertal which at the time s vo classified in the Material Qlassifieation Manual
ay most recently recommended by the Council of Petroleum Accountants Societies of North America.

Statement and fBillings

Operator shall bill Non-Opcrators on or before the last day of each month for their proportionate share of the
Joint Accaunt for the preceding maorith, Such bills will Le seconmiponied by stuterents which identiiy the author-
iy for esxpenditipe, Jeese or Seethity, and sl charges and cereditss summarized by appropriste classificativng of in-
vestnest and expense except that itene of Controllable Materia]l and unusual charges and credits shall be sep-
arately identified and fully deseribed o detindl

Advances and Payments by Nen-Operators

Uniless otherwise provided for tiy the agreemsnt, the Operator may require the Non-Operators to advance their
share of estinated cash outlay for the suceecding month's operation.  Operator shall adjust ecach monthly billing
1o roeflect gdvances received from the Nor-Onerators,

Each Noa-Operator shal pay it proportion of all bills wathin (ihil'ty('j[))d;,_\;_\- after receipt. 19 pavient is not
made within such time., the unpaid bualance =hadt Lear ssterest ponihly ot the rate of twelve p(»rC(-u‘t (i2773 péx'
anntyn o the mastimam contriact vade eviiitiod by the applicable ugury laws in the state in which the Joint
Property is locatad, whichuver s the Teseer) phe dttorneys fees, court costs, and other costs in’ connection with
the collection of unpud dmounts.

vdjustments
Payment of any such bills shadi not prejudice the right of any Nou-Operator to protest or question the coirect-
ness thereof; provided, however, oIt bills ind stdements rendered 1o Non-Operators by Operator during any
calendur year shall conclusively Le presumed to be trace mnd correct after twenty-four. (24) months following
the end of any such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes
wrilten exception thereto and makes claim an Opcerator for adjustimeni, No adjustment favorable to Operator shall
be made unless it s made withne the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of Controllable Material us provided for in Scction V.

Audits

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

rator's socounts and records relating 1o l} i Joint Account for any colendar year wxlhm the twenty-four (24) month
period '(, Jowing the end of such calendar vear: provided, flowever, tire making of an audit shall not extend the
time for the tidking of written (.\m-ptmn e and: the adjustments of accounts as provided for in Parazraph 4 of this
Secticn 1. Where there ave two or move Non-Overateas, the Non-Operators shall make every. reasonable effori to
conduet joint er simultancous audits in o manner which wild result in a minimum of inconvenicnee to the Qpera-
tor, Operatorshall bear no portion’of the Non-Operators’ audit cost incurred under this paragraph unless agreed
to by the Operator, )

Approval by Non-Operators

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec-
tions of this Accounting Procedure and if the agreement to which this Acecounting Procedure is attached contains
no contrary provisions in regard thereto, Operator shall: notify ail Non-Operators of the Opcerator’s proposal, and
the agreement or approval of o majority in interest of the Non-Operatogs shall be contrelling on all Non- -Opera-

tors, ”
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D Persnat Faraorn e of teers coepdovecs scdoa v el el e e choreenhlo to the Joind Aceonnt under
Prrigraph 2 of thn Section 1L

Pmployce Benefits

4 13

Oprerntur’smgarrent sosin of st sionp Bie insurance. hospitalization, nension, re-

Ve STOCK foaseionse, the il g ! plars of o Hke nature, applicable to Opcrator’s labor
cost vl stendie bt Lot Neewarnt ccophe A et 2B of this Scetion 1T shall be Operator's actual

GOt gt e excerd ae by ja cenr rdat g

Material

M .'m. Cpuehased oo nrnehed Ly Opercor far use on kg Joint Property as provided under Section 1V, Only
Dedas asferted to the Joint Preperty as may be required for immediate use

S ovnd coistent with efficient and cconemicat operations. The accumulation of sur-

wid ix reasonal
it Stoek
Transportation

Travspostntion o omploy o nad Matenind pecossary for ihe Joint Qperations but subjeet to the following Hmita-
tion

A Matcrnd bomoved to tne Jeint Property trom the Opera ¥ warenouse or other properties, no charge shall
Drorsnede 1o dhe Jorst Moeonnt Joroa distiees oreaters tum the distance from the nearest reliable supply store;
tercoranl or o varbwes iccercgg poinl whiere ke materiad is normully avaitable, unless asreed

“owarchouse or other <torage pomt, no c¢harge shall be made to the
CoAConun for e dietinee crenter than fie distance (o the neavest rehiable supply store, cecngnized barge
fadwar tecerving possl unfess aureed to by the Parties. No chacge shall be made 1o the Joint Ac-
Belonmme o Operator, unless agreed to by the Parties

B br srpite Slatesrad s nnoaved to Opernt
!

' .
LSS FR NS PR IR SN

vertein! tr i Ao Gl to othier prrogs

Ot the spphication af Subpavagraphs A aend BoGbove, there shall be no equalization of actual gross trneking cost

G SO0 o fees oxebading aeeessorial chavges

Survices

provided by outside sources, exeept services exeluded by
oot Section L The cost of professional consaltant serviees and con-

oael ervioes ol technaenad perionnel divecitty encared on the Joint Property if such charges are excluded from the

Clverbiend ratess P cust ot professionad censalianl o services or condraet services of technical personnel not di-

pretty engited an thne Jdoiet Property shadl oot be churged 1o the Joint Account unless previously noreed tr')‘b}',;‘

thae It

Wl vt b cdnlyel o vieen, sy
Poraprapt Yoo Sedtion T oand Parapengph

Fquipment and Facifities Furnished by Operator

AL TQnesator shall charge the Jomt Aceoant for use of Operator owned equipment and: facilities ot rates com-
micnsurste with rosts of n\\'x‘.urshl;a and vperation. Such rvates shall include costs of maintenance, repaivs, other
Bperatingn expense, insuranee, wNes, depreciation, and interest on investiment not Lo exceed eight per éent (3%}
prer annun. Such rotes shall not exeeed average conimercial rates currently prevailing in the immediate area
af thé doluat Property. ’ ‘

1 D adew of charges i Pavagreph TA ahove, Operator may clect to use average commercial rates prevailing in
the hmmediute aren of the Joint Property Jess 20470 For automotive cquipment, Operator may 2iecl o use rates
published by the Detroleum Motor Transport Association.

Damages and Losses to Joint Property

All costs or expenses neceszany for the repoir or replacement of Joint Property made necessary beeause of dam-
dpes or losses neurred by tive, flood, storm. theit, acerndent, or other cause, except these resulting from Operator’s
aross neglizenee or willful misconduct. Operator shail furnish Non-Operator written notice of diny 1ges or lusses
incurred as soon s practicable after a report thereol has been received by Operator,

Lepal Expense ,
Expense of handling, investigating and scitling Btigation or cloims, discharging of lens, puyment of jadgments
qnd mmounts paid for settiement of elatmis incurred in or resulting from operations under the aurcement or
Heeessiry to protect o recover the Joint Property. except that no chuarge for services of Operator's legal staff
or fees or expense of eutside attorneys shall be made unless previeusly agreed to by the Partics. “All other tegal
expense is considered to7he covered by the overhead provisions of Section I unless otherwise agreed 1o by the
Parlies, except as_provided m Section 1, Paragraph 3.

Expenses ‘incurred by Operator in representmg the Joint Property at hearings or pro-
ceedings before state or federdl regulatory or administrative agencies.

S _2_
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Taxces

A taxes of every ndond nuture assessedor devied upon of i connection with the Joint Propesty, the OPer -
ton thereo! or the production therefreny, aad which taxes hive been prid by the Oociatay for the Benefit of the
Prcties, ’

Insurance

pobd Tor mnsuranee reqered o be earcted for the Joint OQperitios. for the pmolection of the Pt
tes T te event Jotnt Operations are conducied in oo state snowhich OQporitor may oot as colf-instrer for \‘vmnw
e s Uompensniion and ov i‘:‘.l‘})h'a\'vrw‘ Tanbyl ity under i ‘v\; m"i‘\’v state’ s e, Orperator mayv, ot 1 clection,
mcludde the visk nnder iy self-nsurance program and in that event, Operator shall inelude a chiorge 1t Operatod’s
cost not to exceed manual pntes.

Other Expenditures
A other expenditure pot covercd or dealt with o the Toregoing provisions of this Section H, or o Seetion

sod which s incurred by the Operatur i the necessary and proper conduet of the Joint Operations,

L OVERIIEAD

Overhead - Drilling and Preducing Operations
1L As compensation for admintstrative, saprervision, office services snd warchoeusing costs, Operator Shuil chavge
darilling and preducing operations on either:
¢ X ) Pived Rute Buaxty, Pavagraph LA, or
{ ) Percentage Beasis, Paragraph 113
uniess oiherwise agrecd 1o by the Parties, such churge shall be in leu of costs and expenses of all offices
and rujaries or wages plus applicable burdens and expenses of all versonnel, axcept those directly chargeable
under Paragrapis 2 Scection [ The costrand expense of services from outside souwrees in connection with
matters of taxation, traffic, accounting or-matters Lefore orinvolving governmental agencies shall be considered
as inctuded in the Overheud vates provided for in the above selected Puregraph of this Scetion ITT unless suih
cost aud expense are agrecd to by the Parties ds @ direct charge to the Joint Account. .
i.. The salaries, wiages and Personal Expenses of Technical Emplayees and qor the cost of professional consujtant
services and coniract services of technical personnel direetly employed o the Joint Property shall ¢ ) shall

’

net { X} be covered by the Overhead rates.
A Overhead - Fixed Ruate Basis
(1} Operator shabl churge the Joint Aceount at the followin: rates per well per month:
Dritling Weil Rate $4,000,00 . o
Producing Well Rate $ 400,00 o o
(2) Application of Ovorhead - Fixed Rate Basis shadl be as follows:
(i) Pritling Well Rate

b1 Churgoes for onshore dritling wwells shall begzin on the date the weill is spudded and terminate on
the date the drilling or completion rig iz released, whichever is later, except that no charge shall
be made durmig suspension of dreitling operations for fifteen (15} or more consceutive days.

[ 2] Charges for offshore drilling wells shall hogin en the date when drilling or completion equipment
arrives on location and terminate on the daie the drilling or completion Oquipmcnt moves off loca-
tion or rig is-released, whichever occurs first. except that no charge shall be made daring suspen-
sion of driliing operations for tifteen (15) or more consccutive days

[3] Chavges for welld andergoing any type of workover ov recompletion for a period of five (5) con-
seculive Guds or more shall be made at the drilling well rate. Such charges shall be applied for
the neriod from date workover operations, with vig, commencee through date of rig release, except
that no chavge \hall be muade during suspenston of operations for [ifteen (13) ormore consecentive
days.

() Producing Well Rites
{11 An active well either produced or injected into for any portion of the month shall be cansidered
as a one-well charge lor the entive month.
[2] Each active completion in a multi-compieted well in which production is not commingled’ down
hole shall be considered as a one-well charge providing each completion is cons:dclcd a separate
well by the governing regulatory authority. K

13] An inactive gas well shit in because of overproduction or fuiture of purchaser to {uke the produc-
tion shall be constdered as o once-well charge providiag the gas well is duo(ily connected Lo a per-
manent sales outlet, o

[-!’J A onc-well charge md\ be made for the month in which plugging and abandonmunt operatious
are compieted on any well,

[5] Al other inactive wells (including but not limited to inactive wells covered by unit allowable,

: lease allowable, lr:msx‘errcd allowable, ete.) shall not qualify for an overhead charge

(3) The well rates chall be adjusted as of the fivst day of Apnl cach year following, the - effective date of the
agreement to which this Accounting Procednre is attached. The adjustment shall be computed by multi-
plving the rate currvently in use by the percentage increase or decrease in the average-weekly carnings of
Crude Petroteum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average weekly earnings of Crude Petroleurn and Gas Fields Produe-
tion Workers as published by the United States Department:of Labor, Burcau of Labor Statistics, or the
cquivalent Canadian index ax published by Statistics Canada, as applicable. The adjusted rates shall be
the rates currently in use, plus or minus “the computed adjustment.
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L OVERIIEAD

Ouerheind - Driilhig aad Poaducing Operations

[

A

S inpensiunan for acnmenllive, sl reinnr, office services and warchousing costs, Operator shail charge
: '

riiliag ot prediies g cperstions i citho
Vo baxed Hate Boea, Pavoguaph YA
; Yo leeprnta, s Voo Uacaibiapt:s 18
P atherwgre sonesd ta by thoe Paty such chavpe shall be in lieu of costs and expenses of oll offices

Ao adanaes o wares poe appheabio hurdens and cxpenses of all personnied, except those directly chargoable

cuon {1 The cost and expense of zervices from onlside sources in connection. with

N

snde Paagrapk A
Haittes o Lewaticn, fradhe, acenunting or matters boelore ur inveiving gevernmeintal agencies shall be eonsidered

an cocdudied 1 the v erhend sates provided for in the .xbm'v selected Parageaph of this Scetion HI unless such
vost and ovpese b aureed to by the Paoties s oa diveet charge to the Joint Account. >

Phe Sshirien wisen et Perzonnd Bapeoses of Teehnical Emplovees and or the cost of professional consultant

serviees i conteiet sesviees ef feehinweat peconnel divecdy employed on the Joind Propoerty shall () shall

it f N3 b cavered by the Overhend rates

toves elat - imed! ate Hasie
2} Opericar chall Ghaese e daint Acconnt ot ane following rates per well per month:

aritine Well Rute S"0,000.00
faooduenyps Well Hlite $ 1’00-00

e Apsdeation of Overbiead - Fixed Rate Basys shall be ws foliows:
P} iy Waelt Iiae
P Uliages dor onshore dritling wells shali begin on the date the. well s spudded znd terminate on

the date the deilling or completion vig oo released, avhichever is later, except that ne charge shall
biogrode dormg suspension of drilling operations for fifteen {(15) or more consceutive days.

P Cluines fue oftshore drilling wells shal! begin on the date when drilling or coraplotion equipment
wvives o focation and Wernminate on the date the drilling or completion equipment moves off loca-
o or rig s released, \\'hi(:h(*\'w‘ occirs Tiest, exeept that v coarge shall be made daring suspen-
Siegy o 'f'i gy operations for (ifteen (15} or more consecutive duys
) Chavees for wetis underyoing auy (vpe of warkover or vecompletion tor a period of five (5) con-

seclive days o more shall be made at the deitling well rate. Such charges shall be applied for

the perical from date workever operations, with rig, commence through date of rig release, except

it ao charee shall be made during suspension ef operations for fifteen (13) or mere consccutive

days, : : ‘
1y Producing Wetl Rates

{1'] An active well either produced or injected into for any portion of the month shall be considered
as g oonce-well charge for the entive month.

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

[37 An inactive gas well shut in because of overproduction or failure of purchaser to take the produc-
ton shall be considered as a one -well charger providing the gas well s divectly conneeted to a per-
manent saivs outlel.

{4] A one-well charge may be made for the month in which plugging and: dbundo wment operatiuns
are completed on any well.

153] Al other inactive wells (including but not limited to inactive wells covered by unit allowable,

lease allowable, transferred "ahowable. cle.) shall not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April cach year following the effective date of the

agreemoent to which this Aceounting Procedure is attached. The adjusiment shall be computed by multi- -
piving the rate currently in use by the percentage increase or decrease in the average weckly earnings of

Crude Petroleum: and Gax Production Workers for the last calendar vear compared to the calendar year
preceding as shown by the index of average weekly carnings of Crude Petroleum and Gas Ficlds Produc-
tion Workers ai published by the United States Department of Labor, Burcau of Labor Statisties, or the
cquivalent Canadian index as publizhed Ly Statistics Canada, as applicable. The ad]usteri rates shall be
the rates currently in use. plus or minus the computed adjustment.
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Othey Expenaitures

A cther cxpendititre por covercd or dealt with ip the forcaning provisions of thix Scectione T ar o Secting 14
s

and owhich s inciered by e Operator o the recervary andd proper eonduet of the Joint Onorations,

111, OVERHEAD

Overhead - Driiling and Producing Operations
oo As compensidion for admanstraiive, supcvision, oiftee seevices and wairchousing vosts, Operator shell chigge
driliing and producing operations on either:
¢ X ) Fixed Rine Bosiso Ponpraph 1AL or
{ Y Percentape laais,

Divapiaon i1

Unidess otherwise wpreed to by the Partivs, sueh charge shall be in Bow of costs und expenses of all offices
sadaries or wages pius applicable burdess and expenses of all porsornel; sxcept those directly chargeable

e Paragraph 24, Scoiion I The cost and expenye of services from outside sources in connection with

e of taxation, vaflic, accounting or mattess before or involving povernmental sgencies shall he considered

ded in the Oveinerd rates provided for in the sbove sclected Paragraph of this Section [ unless such

cost ond expense are agreed 10 by the Parties as 2 direct charge to the Joint Account.

s

i The salavier, wages and Personad Expenses of Technical Emplovers and or the cost of professicenad consulian
services pnd conriet serviees of technieal personne! diveetiy cmnloyved on the Joint Property shalt () shall

Lot { X} be covered by the Overhead rates.

A Giverbiend - Fixed Rate Basis

(1) Opeintor sholl charge the Joint Acceo at the foilowing rates per well per montn:

Drdling Well Rute $4,000,00
roducing Well Hate $ 400,00

U2 Apsiication of Overbeod - Fisod Rate Basis shall Le as {olows
(ay Dridhing Well Rate

f1] Charees for ons! wre drifling wweils shall begin on the date the well is spudded anid ferminate on
the date the dril ar completion g s celeased, whichever is later, except that neo charge shall
Cade duving suspeonzion of drdbineg operations for fifteen (15) or more consccutive days.

1318

{2] Churges for offshore driiling wells shall hegin on the date when drilling or complction cquipment
arrives on Jocadion iand ferminate on the dute the deilling or complction equipment moves off loca-
tion or rig is rol - aed, whichover veoms Tiesis except that no charge =hall be made during suspen-
ston of dirtlling operdions for tifteern £15) ur niave conseeulive days

i Charges for wells underponing any type of workover or recompletion for a period of five (5} con-
secutive davs or more shall be made at the deilling well rate. Such charges shall be applied for
the perviad fvom date workover operations, witi vig, commence through date of rig release, except
that no charge shall be muade during suspension of operations for fifteen (13) or more consecutive
days.

() Producing Wil Rates

[1] An active well either produced or injected mlu far any portion of th" month zhall be cons)dered
as a one-well charge for the entire month.

{2] Each active completion in a mulli-completed well in which production is not commingled down
hiole shall be considered as a once-well charge providing cach completion is considered a separate
well by the governing regulatory authority.

[31 Anvinactive gas well shut in because of overproduction or failure of purchaser to tuke the produc-
tion shall be considered as a once-well charye providing the gas well is directly connccted to a per-
manent saies uwhl

[4] A one-well ch:n;,u muy be made for the month in which plugeing and abandonment operations
are completed on any well, . >

15] All other inactive wells (including but not ltmited to inactive wells covered by unit allowable,
lease allowable, transferred allowable, cle.) shall 1ot qualify for an overhead charge.

(1) The \xeli cates shall be adjusted as of the first day of April each yeur following the | effective date of the
apreement 1o which this Accounting Procedure is attached. The adjustment sivill be computed by multi-
plyvieg the rate currently in use by the perecentage increase or decrease in the average weekly carnings of
Crude Petroleam and Gas Production Workers for the Inst calendar yvear compared to the calendar year
preceding as shown by the index ¢f average weekly carmings of Crude Petroleum and Gas Fields Produc-
tion Workers as published by the United States Department of Labor, Burcau of Labor Statistics, or the
cquivalent Cuanadian index as published by Statistics Canadu, as applicuble. The adjusted rates shall be
the rates currently in use. plus or minus the computed adjustment. '

N S
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IV, PRICING OF JOINT ACCOUNT MATERIAL PHORCHASES. TRANSFERS AND DISPOSITIONS
S

3

e

el shall make pirager ond thinely charges and credits for all ma-
the Joint Properiv. Operator shall provide all Matesia! for vee on the Joint Property: how-
deiened may be supplied by the Non-Opoerator. Operator shall muake imely disposition

H made etther throush sude 10 QOperator o Non-Orperator, division in
bt shall be inder no obligetion to purchase, Interast of Non-Opera-
e Opera-

crrg

.ol Operstoay’s option, sach o

i
*. )

shall be agreed to by thie Parties.
Parchuses
Aieri

of JMuterinl found to be deree
Account when adjustment bos been received by the Operator,

I perchascd shall he charged af the e pand by Operator after deduction of all discounts received, by case
uve o8 returned o vendor for any other reason, credit shall be passed o the Joint

Transfers and Dispositions
the Dot Property and Aaserial ransierved from the Joint Preperty or disposed of by tre

it

Muterial furnished 1o
OQperator, unbess othereise agrecd to Ly tiwe urtios, stall be priced on the {ollowing bases exclusive of cash dis-

COLUIS:
AL New Alateriad (Condition A)

(1) Tubolior neods, exdcéept dine pipe, shall be priced at the carrent pew price in effect on date of movement on a
i vegourdless of guanity tansferred, equalized to the lowest

maximin carlond or barge load weight bas
published price fLob, raihvay receiving point or recognizedd -barge terminal nearest the Joint Property
where such dateral s normally available

{23 Line Pipe

{a) Movement of less’ than 30,000 pounds shull be miced at the current new price, in effect ut date of
movemnent, as listed by o relinble supply stoie nearest the Joint Property where such Material is nor-
mally available }

{(b) Movement of 30000 pounds or more shall be priced under provisions ef tubulur goods pricing in Para-
eraph 2A (1) of this Section 1V, .

Other Mauterial shall be priced at the curpent new price, in effect @t date of movement, as listed by a reliable

supply store or f.oob, raibvay receiving peint nearest the Joint Property where such Material is normally

available.

B. Good Uscd Muteria) (Coonniion 1)

Muterial in sound und servicenble condition and suitable for reuse without reconditioning:

.

(1) Material moved to the Joint Property
{a) AL seveniy-five percent (7340) of arrent new price. us delermined by Paragraph 2A of this Section IV,
(2) Alatevial moved from the Joint Propety ‘ '
(2) “AL veventy-five porcent (7300 ) of current new price, as determined by Paragraph 2A of this Section IV,
if Mutesial war oripinally churged 1o the Joint Account as new Material, or

U T
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the dnventory taken By Opors

Viaties: 2.1:“«'(' 02]
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[EASE  Curlew Untt o WELE Y

LOCATION 198

COURTY Chaves bt 9250

srptling and completion costs .
htangible dreitling costs
lLocation
Footage 9250 . 0 _529,50/¢
Daywork 7 days 0 §78,75/day
surface casloy sorvice
Intermedtate cantng service
Mud, water
Company supervisar, cnglaced
Rentals, yoring service
Miscellaneous
Total fantangihle deilling costy

fntanpible foimpation vv:lltmfl'hn cost )
Logs,  CNL....» __FpC__+  Pli=Rxo

DsST S @ _3550fcach
'cological mud lopging service
Miscellaneops
Totai intangible fn'mxt fon evaluat fon
Intangible completion costs
nit cost 10 days . ¢
Product fon ul*-lm"\cwuo
Completion flufd
Porforating/production logping
Treating '
Company supervision
Plugging expense
Miscellaneous - ,
Tota) intani,ible complet ion costs
fangibloe driliin" costs and completion costs
Surface u\slng
——300.__eof y33/8
Intermediate casing
2800 of _85/8 . . ..
Productfon casing
9250 of 4 1/2
Production Lubin;’,
9200 of 2 3/8
Casing head
“Tubing head
Christmas tree
Subsurface equipment
Total tangible drilling costs and
completion costs

_1500/day.

Ledase oquipment
- Tanks ]
Separatot ~ '
Flow lin¢s-.
Meter rums

Pumping uW\&.&\\i&

Instvatlation costs S—
Intu] Tease oq')i nﬂ'pt e

5 }ﬁévui\% i.\k¢£:£§q

Tolal: lntnm.,lLlle (()b(“i
Total tangiblbidosts . 0.8 ___ZSA, .
fotal tease cquip?ﬁFﬁE R T
Administrative
TOTAL COSTS )
Peck Hardee = pate: 1/4/82

“ Pre pdl‘("l! by: W e e

1980" FiL & 1980' FEL, Section 19, T-188,

PRODUECTING

NUMBED 1

R=36E

Produc it
Vell Cost

20006
”‘g/) L7
DH14s
820U
21000
/JOUO
4000
12006
25000

543260

27600

..63730
.. 15000
13000
2000
~12500
.-25000
__3000
10000
80500,

6000

40000

72800

179800

6000

ISOOO

I 587450
i 179800

" —— s .

$ 802250

e

APPanﬁ)BY{

"It is recognized that thb amaunts provided for herein

are estimated onlyy-and approval of this autharizition

v shall extend to the actual coxés incurred inconducting

the operations specifiedy’ whéther more or less than
herein set out .

FORMATION Atoka -

Company

')4h o

Morrow

Hry Hole

et

0000
212875
) ) 17 ’r
8206
z:nno'
)(1()()
4000
T 120007
50006
13200

27000

.. 47750

...15000

.. honn
()3750

1200
- 15000

16500

_6000

40000

———————
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Dockets Nos, 7-A2 and 8-82 are tentatively set for March 3

pocket. No, 6-82

and March 17, 1982, Applications for hearing must be

filed at least 22 days in advance of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY - FERRUARY 17, 1982
9 A.M, ~ OIL CONSERVATION DIVISION CONFEREHCE ROOM ‘

STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

ALLOWABLE:

CASE 7445:

| CASR 7479:

CASE 7480:

CASE 7481:

CASE 7459:

CASE 7410:

Consideration
in Lea, Eddy,

(S8

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

of the allowable production of gas for March, 1982, from fifteen prorated pools
and Chaves Counties, New Mexico.

(2) Consideration of the ailowable production of gas for March, 1982, from four prorated pools in
San Juan, Rio Arriba, and Sandoval Counties, New Mexico.
{(3) Consideration of purchaser's nominations for the one year period beginning April 1, 1982, for

both of ths above axeas.

{Continued from December 16, 1981, Examiner Hearing)
{THIS CASE WILL BE CONTINUED T0 THE EXAMINER HEARING ON MARCH 17, 1982)

Application of Harvey E. Yates Company for an NGPA determination, Eddy County, New Mexico.
Epplicant, in the above-styled cause, seeks a new onshore reservoir determination in the San Andres
formation for its Fulton Collier Well No. 1'in Unit G of Section 1, Township 18 South, Range 28 East.

Application of Nerthwost Pigeline Corporation for amendment of Grder No. K-2046, Rio Arriba county,
New Mexico. Applicant, in the above-styled cause, seeks the Amendment of Division Order No. R-2046,
which authorized approval of six non-standard proraticn units, Basin-Dakota Gas Pool.

The amendment sought is for the creation of the following non-standard proration units to be drilled
at standard locatxons thereon: Township 31 North, Range 6 West, Section 25: N/2 (272.16 acres) and
s/2 {273.3 acres); Section 36: N/2 (272.56 acres) and S/2 (272.88 acres); Township 30 North, Range
6 Wast; Section l: N/2 (272.8] acres) and 5/2 (273.49 acres).

Application of Arxco Oil & Gas Company for pool creation, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks the creation of a new Upper Devonian gas pool for its
Custer Well No. 1 located 1810 feet from the North line and 2164 feet from the West line of Section
6, Township 25 South, Range 17 East, Custer Field.

Application of Arco Oil & Gas Company for amendment of Order No. R-6792, Lea County, New Mexico. |
Applicant, in the above-styled causn, seeks the amendment of Division Order No. R-6792, which authorized
the directional drilling of applicant's Custer Wells Well No. 1 to an unorthodox ‘location in the Devonian
and Ellenburger formations and imposed a penaity in the Devonian. By stipulation applicant and the
offset operator have agreed that the subject well is not affecting the offsetting property and applicant
herein seeks removal of the penalty imposed for so long as the well produces only from the present
perforated interval in the Upper Devonian.

(Continued from January 20, 1922, Examiner Hearing)

Application of Red Mountain Associates for the Amendment of Order No. R-6538, McKinley County, New Mexico.
Applicant, in the above-styled cause, seeks the amendment of Order No. R-6538, which authorized applicant
to conduct waterflood operations in the Chaco Wash-Mesa Verde 0il Pool. Applicant seeks approval for

the injection of water through various other wells than those orqunally approved, seeks deletion of

the requirement for packers in injection wells, and seeks an increase in the previously authorized €8~

pound limitation on injection pressure.
(Continued from January 20, 1982, Examiner Hearing)

Application of B.O.A. Oil & Gas Company for two unorthodox oil well locaticns, San Juan County, New Mexico.
applicant, in the above-styled cause, seeks approval for the unorthodox location of a well to be drilled
2035 feet from the South line and 2455 feet from the East line and one to be drilled 2455 feet from the
North line and 1944 feet from the East line, both in Section 31, Township 31 North, Range 15 West, Verde-
Gallup 0Oil Pool, the NW/4 SE/4 and SW/4 NE/4, respectively, of said Section 31 to be dedicated to said
wells.
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ChSE_7457:

CASE 7482:

CASE_7483:

CASE 7462:

CASE 7474:

CASE 7484:

CASE 7485:

- CASE 7486:

CASE_2487:

Docket No, 6-82 o

(Continued from January 20, 1982, Examiner iearing)

Application of E. T. Ross for nine non-standard gas proration units, Harding County, New Mexico.
applicant, in the above-styled cause, sceks approval for nine 4G-acre non-standard gas proration
units in the Bravo borme Carbon Dioxide Area, In Township 19 North, Range 30 East: Scction 12,
the N@/4 NW/4 and NE/4 NW/4; Section L1, the NW/4 NE/4, SW/4 HE/4, 3nd SE/4 NE/4. In Township 20
Horth, Range 30 East: Section 11, the KE/4 SW/4, SW/4 SE/4, 5E/4 sW/4, and NW/4 SE/4.

Application of Wiser 0il Company for an uniorthodox oil well location, Lea County, Hew Mexico.
appticant, in the above-styled cause, seeks approval of an unorthedox location 1295 feet from the
South line and 134% feet from the West line of Section 32, Township 21 3outh, Range 37 East, Penrxose-
Skelly Pool.

Application of Adams Exploration Company for salt water disposal, Chavres County, New dexice.
Applicant, in the above-styled cause, seeks authority to dispose of produced sult water into the
San Andres formation in the perforated interval from 4176 feet to 4293 feet in its Griffin Well NWNo.
4 located in Unit A, of Section 10, 'Township 8 South, Range 32 East, Chaveroo-5an Andres Pool.

{Continued from February 3, 1982, Examiner Hearirg)

Application of Marathon 0f1 Company for downhole commingling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the dewnhole commingling of the Drinkard
and Blinebry production in the wellbore of its C. J. Saunders Well Mo. 3, located in Unit C of
Section 1, Township 22 South, Range 36 Fast.

{(Continued from February 3, 1932, Examiner Hearing)

Application of Union 01l Company of California for compulsory pooling, Lea County, New Mexico.
Appiicant, in the above-styled causa, seeks an order pooling all mineral interests in the Strawn,
Atoka and HMorrow formations undetlying the E/2 of Section 25, Township 19 South, Range 33 East,
to be dedicated to a well to be drilled at a standard- location thereoil. Also to be considered
will be the cost of drilling and completing said well and the allocation of the cost thereof as
well as actual operating costs and charges for supervision, designation of applicant as operator
of the well, and a charge for risk involved in drilling said well.

Application of Anadarko Production Company for compulsory pooling, Eddy County, New Mex.lco._\
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Atoka
and Morrow formations underlying the E/2 of Section 1, Township 19 South, Range 25'East, to be -
dedicated to a well to be drilled at a standard location thereon. Also to be considered will be
the cost of drilling and completing said well and the allocation of the cost thereof as well as
actual operating costs and charges for supervision, designation of applicant as operator of tha
the well, and a charge for risk involved in drilling said well.

Application of Berge Exploration for compulsory pooling, Chaves County, Hew Mexico.

applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Abo
formation underlying two lé0-acre vproration units, the first being the NW/4 and:the second being
the SW/4 of Section 27, Township 7 South, Range 26 East, each to be dedicated to a well to be
drilled at a standard location thereon. Also to be considersd will be the cost of drilling and
completing said wells and the allocation of the cost thereof as well as actual operating costs
and charges for supervision, designation of applicant as operator of the wells and a charge for
risk involved in drilling said wells.

Application of MGF Oil Corporation for compulsory pooling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests down through
and including the Abo formation unierlying the NE/4 NE/4 of Section 6, Township 20 South, -Range
39 East, to be dedicated to a well to be drilled at a standard location thereon.  Also to be
considered will be the cost of drilling and completing said-well and the allocation of the cost
thereof as well as actual cperating costs and charges for supervision, designation of applicant
as operator of the well and a charge for risk involved in drilling said well.

application of MGF Oil Corporation for compulsory pooling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling 41} mireral interests down through
and including the Abo formation underlying ttie SE/4 SE/4 of Section 31, Township 19 South, Raage
39 East, to be dedicated to a well to be drilled at a standard location ther=on. Also to b
considered will be the cost of drilling and completing said well and the allocation of the cost
thereof as well as actual operating costs and charges for supervision, designation of applicant
as operator of the waell and a charge for risk involved in drilling said well.

X
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£
CASE 24881

CASE_7071:

CASE 7074:

CASE 6173:

CASE 7489:

<. a0

CASE 7491:

CASE 7492:

CASE 7493:

Application of Burkhart Petroleum Company for compulsory pooling, Roosevelt County, New Mexico.
Applicent, in the above-styled cause, #eeks an order pocling all mineral interets fn the San
Andres formation underlying the sW/Z4 NW/4 of Section 13, Township 8 South, Bange 37 East, to be
dedicated to a well to be drilled at a stanldard lccation theveon. Also to be considered will ke
the cost of drilling and corpleting said well and the aliocation of the cost thereof as well as
actual operating costs anl charges for supervision, designation of applicant as operator of .the
well and a charge for risk involved in drilling said well,

{Reopencd and Readvertisaed)

In the matter of Case 707} being rcopened pursuant to the proviuicns of Order ho. R-6558,
which order prorulgated special rules for the south Elkins-Fusselman Pool {(n Chaves County
including provisions for s0-acte spacing units and a liniting gas-oil ratioc of 3000 to one.

All interested parties ray appear and show cause why said pool should not be developed on d40-acre
spacing units with a limiting gas-oi) ratio of 2000 to one,

(Recpened and Readvertised)

In the matter of Case 7074 being resopened pursuant to the provisions of Orders Nos. R-6565 and
R-6565-B, which created the South Elkins-Fusselman Gas Pool in Chaves County. -All interested parties
may appear and present evidence as to the exact nature of the reservoir, and more particularly, as
to the proper rate of withdrawal from the reservoir if it is determined that said pool is producing
from a retrograde gas condensate reservoir.

(Reopened and Readvertised)

In the matter of Case 6373 being recpened pursuant to the provisions of Orders Nos. R-5875 and R~58753-3,
which created the East High Hope - Abo Gas pool in Eddy County, and promulgated special rules therefor,
inclu?‘ag a provision for 320-acre spacing units. All interested parties may appear and show cause

why said pool should not be developed on l60--acre spacing units.

Application of Curtis J. Little for designation cf a tight formation, Rio Arriba County, New Mexico.
Applicant, in the aboveé-styled cause, seeks the designation of the Chacra formation underlying

portions of Township 25 North, Range 6 West, ¢ontaining 6,720 acres, more or less, as a tight formation
pursuant to Section 107 of the Natural Gas Policy Act and 18 CFR Jection 271.701-705.

Application of Harvey E. Yates Company for compulsory pooling, Chaves County, New Mexico.

Applicant, in the above-styled cause, seeks an arder:pooling all mineral- interests down through and
including the Atoka-Morrow formation, underlying the N/2 of Section 19, Township 8 South, Range 30
East, to be dedicated to a well to be drilled at a standard location thereon. Also to be considered
will be the cost of drilling and completing said well and the allccaticn of the cost thereof as well
asg actual opetai:inq costs and charges for supervision, designation of applicant as operator of the
well and a charge for risk involved in drilling said well,

Application of Harvey E. Yates Company for designation of a tight formation, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks the designation of the Atoka formation underlying portions
of Townships 12, 13, and 14 South, Ranges 35 and 36 East, containing 46,720 acres, more or less,

as a tight formaticon pursuant to Section 107 of the Natural Gas Policy Act and 18 CFR Section 271.
701-705, said area being an eastward and westward exter-ion of previously approved tight foxmation
area.

Appl%cation-of Harvey E. Yates Company for designation of a tight formation, Chaves County, New Mexico.
Applicant, in the above-styled cause, seeks the designation of the Atoka-Morrow formation underlying
all or p;rt:.ons of Townships 7, 8, and 9 South, Ranges 29,30, and 31 East, containing 115,200 acres,
more or less, as a tight formation pursuant to Section 107 of the Natural Gas Policy Act i 18 CFR
Section 271.701-705. oliey Act and 1

In the matter of th? hearing called by the 0il Conservation Division on its own motion for an order
creating and extending certain pools in Chaves, Eddy, Lea, and Roosevelt Counties, New Mexico.

(a) CR!::A'I'E 'a new pool in Lea County, New Mexico, classified as a gas pool for Morrow production
and designated as the East Bootleq Ridge-Morrow Gas Pool. = The discovery well is Getty Oil Company
Getty 15 Federal Well No. 1 located in Unit J of Section 15, Township 22 South, Range 33 East,
HMPM. Said Posl would comprise: :

TOWNSHIP 22 SOUTH, RAN;BE 33 EAST, NMPM
Section 15: S/2
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{LY CREATE & new pool in Lea County, NHew Mexico, classified as an oil pool for Devonian production
and designited as the Morth King-Qsvonian Pool, The discovery well is Samedan Oil Corporation Speight
¥ell Nu. ! located in Unit B of Section 3, Township 13 Scuth, Range 37 Easy, NMPM. Said pool would

comprise:

TOWNSHIP 13 SOUTH, RANOE-37 EAST, NMPM
Section J: MNE/4

{c) CREATE a new pool in Eddy County, New Hexjco, classified as a gas pool for Atoka production
and designated as the North Loving-Atoka Gas Pool. The discovery well is Gulf 0il Corporation
£4dy GR State Well No. 1 leocate? in Unit E of Secticn 16, Township 23 South, Range 2B East, NMNPM.

Said pool would corprise:

TOMSHIP 23 SOUTH, RANGE 27 EAST, NMPH
Section 12: N/2

TOWNSHIP 23 SCUTH, RANGE 28 EAST, NMPH
Section 4: S/2

Section 7: All

Section 8: All

Section 9: All

Section 16: all

Secticn 17: All

Section 18: E/2

(d) CREATE .a new pool in Lea County, New Mexico, classified as an oil pool for Drinkard production
and designated as the Teague -Drinkard Pool. The discovery well is Alpha Twenty-One Production
CoGpany I«a Well No. 1 located in Unit B cf Section 17, Township 23 South, Range 37 East, NNPM,
Said pool would cemprise: .

ms‘*lt’ 23 SOUTH, RANGE 37 EAST, NMPH
Secticn 17: NE/4

{e) EXTEND the West Atoka-Morrow Gas Pool in Eddy County, New Mexico, to include
thexein: .

TOWNSHIP 138 SOUTH, RANGE 25 EAST, NMPN
Section 23: All
Section 24: W/2

(£} EXTEND the Atcka-Pennsylvanian Gas Pool in Eddy County, New Mexico, to include
therxein:

TOWNSHIP 18 SOUTH, RANGE 26 EAST, NMPM
Section 16: W/2

{g) EXTEND the Avalon-Morrow Gas Pool in Eddy County, New Mexico, to include
therein: .

TOWNSHIP 21 SOUTH, RANGE 26 FEAST, NMPM
Section 2: Lots 1 through 8

() EXTEND the Brunson-Fusselman Pool in lea County} New Mexico, to include
therein:

TCWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
Section 5: SE/4

(i) EXTEND the BrushyDraw-Delaware Pool in £ddy4County. New Mexico, to include
thersin:

TOWNSHIP 26 SOUTH, RANGE 29 EAST, NMPM
Section 26: E/2

{j) BFEXTEND the Buffalo Valley-Pennsylvanian Gas Pool in Chaves County, New Mexico,
to include therein:

TOWNSHIP 15 SOUTH, RANGE 27 EAST, NMPM_
Section 23: All ‘
Section 26: All
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(k) EXTEND the Cary-Montoya Pool in Lea County, New Mexico, to include
therein:

COWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
Section 4: W/2 SW/4

section 51 SE/4

Section 9: W/2 W/2

(1) EXTEND the Crow Flats-Morrcw Gas Poocl in Eddy County, New Mexico to include
therain:

TOWNSHIP 16 SOUTH, RANGE 27 EAST, NMPM
Sectlion 35: E/2
Section 36: W/2

{m) EXTEND the South Culebra Blﬁff-Bone Spring Pool in Eddy County, New Mexico,
to include therein:

TOWNSHIP 23 SOUTH, RANGE 28 EAST, NMPM
Section 25: S/2 SW/4
Section 27: SW/4

{r) EXTEND the Elkins-San Andres Pool in Chaves County, New Mexico, to
include therein:

TOWNSHIP 7 SOUTH, RANGE 28 EAST, NMPM
Section 21: NE/4

(o) EXTEND the Empire-Abo Pool in Eddy County, New Mexico, to includa
therein: '

TOWNSHIP 17 SOUTH, RANGE 29 EAST, NMPM
Section 19: S/2 SW/4

(p) EXTEND the Henshaw-Queen Grayburg-~San Andres Pool in Eddy County, New Mexico,
to include therein: '

TOWNSHIP 16 SOUTH, RANGE 31 EAST, NMPM
Section 19: NE/4 NW/4

(q) EXTEND the Indian Flats-Morrow Gas Pool in ¥ddy County, New Mexico, to include
therein:

) TOWNSHIP 21 SOUTH, RANGE 28 EAST, NMPM . )
Section 26: W/2

(r) EXTEND the West Nadine-Blinebry Pool in Lea County, New Mexico, to include
therein: .

TOWNSHIP 20 SOUTH, RANGE 38 EAST, NMPM
Section 8: NW/4

(s} EXTEND the Peterson-Mississippian Pool in Roosevelt County, New Mexico, to include
therein:

TOWNSHIP 4 SOUTH, RANGE 33 EAST, NMPM
Section 28: NW/4

(t) EXTEND the Race Track-San Andres Pool in Chaves County, New Mexico, to incluie
therein:
TOWNSHIP 10 SOUTH, RANGE I8 EAST, NMPM

Secticr 7: $/2 SW/4
Section 18: NW/4 and N/2 SW/4é and SW/4 SwW/4
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{u} EXTLHD the Railroad Mountain-san Andres Pool in Chaves County, Rew Mexico, to
include thereins

TOWREHIT 8 SOUTH, Rieiih M EAST, M
Section S+ BE/ZY and B2 NW/4

(v} EXTEND tho Red Lake-Queen-Grayburg-£un Andres Pool in Fddy County, New Mexico,
to include therein:

TOWMISKIP 17 SOUTH, RANCE 28 EAST, NMPM
Section 75 3/2

Section 831 SW/4

Section 18: E/2 ¥W/4

(w) EXTEND THE West Sawyer-San Andres Pool in Lea County, New Mexico, to include
therein:

TOWNSHIP 10 SOUTH, RANGE 37 EAST, NMPM
Sgction S5:  SW/4

(x} EXTEND the Turkey Track-~Atoka Gas Pool in Eddy County, New Mexico, to include
tharein:

TOWNSHIP 19 SOUTH, RANGE 29 EAST, NMPM -
Section 15t All

{y) EXTEND the Twin Lakes-San Andros Associated Pool in Chavee County, Hew Mexico, to
include therein:

TOWNSHIP 8 SOUTH, RANGE 28 EAST, NMFM
Section 13: SEBE/4
Section 24: NE/4

TOWNSHIP 9 SOUTH, RANGE 28 EAST, NMPM
Section 12: $/2 NE/4

TOWNSHIP 9 SOUTH, RANGE 29 EAST, NMPM
Section 7: §/2.
Section 8: NW/4
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{u) EXTEND the Railroad Mountain-San Andres Pool in Chaves County, New Mexico, to
include therein:
TOWNSHIP B SOUTH, RANIE 4 LAST, MMPM
Section 2: LE/Y and E/2 NW/4
(v) EXTEND tke Red Lake-~Cueen~Grayburg~5an Andres Pcol in Eddy County, Hew Mexico,
to include therein:

TOWNSHIP 17 SOUTH, RANCE 2B EAST, NMFM
Section 75 S$/2

Section B: SW/4

Se:stion 18: E/2 NW/4

o (w) EXTEND THE West Sawyer~San Andres Pool in Lea County, New Mexico, to include
tharoin:

TOMNSHIP 10 SOUTH, RANGE 37 EAST, HHPH
Section 51 SW/4

{z) EXTEND the Turkey Track-Atoka Gas Pool in Fddy County, New Mexice, to include
therein:

TOWHSHIP 19 SOUTH, RANCE 29 EAST, NMPM
Section 15: All

(y) EXTEND the Twin Lakes-San Andres Associated Pool in Chaves County, New Mexico, to
include therein: ’

TOWNSHIP 8 SOUTH, RANGE 28 FAST, NMPM
Section 13: SE/4
Saction 24: NE/4

TOWNSHIP 9 SOUTH, RANGE 28 EAST, NMPM
Section 12: S/2 KE/4

TOWNSHIP 9 SOUTH, RANGE 29 EAST, NMPM

Section 7: S§/2.
Section 3: NW/4




BEFORE THE O], CONSERVATION DIVISION
ENERGY AND MINERALS DEPARTMENT OF

THE STATE OF NEW MEXICO

..

IN THE MATTER OF THE APPLICATION L
OF HARVEY E. YATES CCMPANY : Case No. PN
FOR COMPULSORY POOLING, : T
CHAVES COUNTY, NEW MEXICO :

AMENDED APPLICATION

COMES NOW HARVEY E. YATES COMPANY by its attorney and

respectfully states:
1. Applicant proposes to drill a well at a standard
location situated 1980 FNL and 1980 FEL, Section 19, Township 8

South, Range 30 East, N.M.P.M., Chaves County, New Mexico, to the

Atoka-Morrow formation and "dedicate the N/2 of Section 19 to said

well,

2. Applicant is the owner of, and/or holds the contractual
., right, to drill and develop from the surface through the Morrow
formation underlying the following described lands situated within

the N/2 of Section 19:

Description Interest Owned Type of Interest Net Acres
NE/4 75.00% Working Interest 160.00
E/2 NW/4 100.00% Working Interest 80.00

3. Applicant has obtained voluntary consent to pooling
of interests from the surface through the Morrow formation underlying
the N/é of said Section 19, with the exception of -the parties named
‘below, whose addresses, and interésts owned, according to Applicant'‘s

information and belief, are as follows:

oo LIN o EEg s



Interest Type of Net

Qwner ~ Description Owned Interest Acres
J.M. Huber Co. W/2 NW/4 50.00% Working 40.025%
1900 Wilco Bldg. ’ Interest

Midland, TX 79701

Texas 0il & Gas Corp. W/2 NW/4 50.00% Working 40,025
900 Wilco Building Interest

Midland, TX 79701

4. Applicant has been unable to obtain voluntary agreement
for pooling of the interests described in paragraph 3 immediately
above, and in order to avoid the drilling of unnecessary wells, to
protect correlative righis, and to prevent waste, all interests from
the surface through the Morrow formation underiying the N/2 of said
Section 19 should be pooled pursuant to the provisions of §$70-2-17
N.M.S.A., 1978 (formerlgr §65-3~-14 N.M.S.A, 1953).

5. Applicant 'Should be dzsignated operator of said pooled
lands.

6. The risk and expensé of drilling and completing the
proposed well is great, and if the owners of the interests described .
in paragraph 3 above, or any other unknown owners of interests in

the proposed proration unit, do not choose to pay their share of

the costs of drilling and completing said proposed well, then
Applicant should be allowed a reasonable charge for supervision of
said well, and a charge for the fi‘sk involved in éddition to recovery
of the actual cost of drilling and compl‘et_ing gsaid -we11.>
WHEREFORE, Applicant Prays:
A. That this applicéfion be set for hearing before an

examiner and that notice of said hearing be given as required by law.




B. That upon such hearing the Division enter its pooling
all interests from the surface through the Morrow formation underly-
ing the N/2 of Section 19, Township 8 South, Range 30 East, N.M.P.M.
Chaves County, New Mexico, designating applicant as Operator of said
pooled lands, making provision for applicant to recover its costs
from production, including an appropriate risk factor, and provisions
for payment of operating costs and costs of supervision from produc-
tion, to be allocated among the interest owners asg their interests
may be determined.

C. For such further relief as the Division deems just

and proper.
e

DATED this 4 7 day of @,w? 1982.

HARVEY E. YATES COMPANY

— ol

e Dma I AL~

Thomas JZ Hall III

Attorney for Applicant

P. O. Box 1933

Roswell, New Mexico 88201

TJIH:dk

oCD-~1 #24




AL AN 2T gy
HARVEY E. YATES COMPANY

N . SR
SAMNYA c4: o
fofo
P D 80X 1933 SUITE 300, SECURITY NATIONAL BANK BUN DING X SN0 238600
ROSWELL. NEW MEXICO 585201

HEYCO

PETROLEUM PRODUCERS

January 25, 1§82

S ) l/ (}' $;
0il Conservation Division ( (a4¢

Post Office Box 207§

Santa Fe, New Mexico 87501

APTENTION: Florine Davidson

RE: Curlew Unit
Section 19
T-8S, R-30E
Chaves County, New Mexica
(HEYCQO Ref: 9140)

Gentlemen:

Enclosed please find the Application for Compulsory Pooling covering
Section 19, Township 8 South, Range -30 East, Chaves County, New Mexico,
which is set for hearing on February 17, 1982.

Sincerely
/ ’i
~ /' Thomas J. Hall, III
Attorney

TJIH:dk

Enclosure
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THE STATE OF NEW MEXICO

1N THE MATTER OF THE APPLICATION
OF HARVEY E. YATES COMPANY : Case No. NS
FOR COMPULSORY POOLING, : T
CHAVES COUNTY, NEW MEXICO

APPLICATION

COMES NOW HARVEY E. YATES COMPANY by its attorney and
respectfully states: |

1. Applicant proposes to drill a well at a ‘standafd
location situated 1980 FNL and 1980 FEL, Section 19, Township 8
South, Range 30 East, N.M.P.M., Chaves County, WNew Mexico, to the
Atoka-Morrow formation and dedicate the N/2 of Section 19 to said

well.

2. Applicant is the owner of, and/or holds the contractual
right, to drill and develop from the surface through the Morrow
~formation underlying the following described lands situated within

the N/2 of Section 19:

Description Interest Owned Type of Interest Net Acres
NE/ 4 75.00% Working Interest 120.00
E/2 NW/4 100.00% Working Interest 80.00

3. Applicant nhas obtained voluntary consent to pooling
of interests from the surface through the Morrow formation underlying
the N/2 of said Section 19, with the exception of the parties named
below, whose addresses, and interests owned, according to Applicant's

information and belief, are as follows:
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Interest Type of Net

Owner Description Owned Interest Acres
J.M. Huber Co. w/2 NW/4 50.00% Workina 40.025
1900 wWilco Bldg. Interest

Midland, TX 79701

Tenneco NE/ 4 25.00% Working A40.00
6800 Park Ten Blvd. Interest

Guite 200N '

San Antonio, TX 78213

Texas 0il & Gas Corn. W/2 NW/4 50.00% Working 40.025
900 Wilco Building Interest

Midland, TX 79701

4. Apblicant has been unable to obtain voluntary agreement
for pooling of the interests aeséribed in paragraph 3 immediately
above; and in oxder to avoid the drilling of unnecessary wells, "to
protect correlative rights, and to prevent waste, all interests from
the surface through the Morrow formation underlying the N/2 of said
Section 19 should be pooled pursuant to the provisions of §70-2-17
N.M.S.A., 1978 (formerly §65-3-14 N.M.S.A, 1953).

5. Applicant should be designated operator of said pooled
lands.

6. The risk and expense of drilling and completing the
proposed well is great, and if the owners of the interests described
in paragraph 3 above, or any other unknown owners of interests in
the proposed proration unit, do not choose to pay their share of
ﬁhe costs of drilling and completing said proposed well, then
Applicant should be allowed a reasonable charge for supervision of
said well, and a charge for the risk involved in addition to recovery
of the actual cost of drilling and completing said well.

WHEREFORE, Applicant Prays:

A. That this application be set for'hearihg before an

" examiner énd that notice of said hearing be given as required by law.
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B. That upon such hearing the Division enter its pooling
all interests from the surface through the Morrow formation underly-
ing the N/2 of Section 19, Township 8 South, Range 30 Fast, N.M.P.M,
Chaves County, New Mexico, designating applicant as Operator of said
pcoled lands, making provision for applicant to recover its costs
from production, including an appropriate risk factor, and provisions
for payment'of operating costs and costs of supervision from produc-
tion, to be allocated among the interest owners as their interests
may be determined. |

C. For such further relief as the Division deems 3just

and proper.

o Pyl
DATED this L5 day of‘kQQEﬁﬁg’ 1982.

HARVEY E. YATES COMPANY

Thomas J. 11

Attorney for Applicant

P. O. Box 1933

Roswell, New Mexicn 88201

TIH: ak
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STATE OF MNEW MEXICO

ENERGY AND MINFRALS DFEPARTHMENT

011, CONSFRVYATION DIVISTON

M TEY MATTER OF THE HIDARTNG
CALLEI: BY THY OIL CONSERVATION
_UIVISION FOR TRYF PURPOSE OF
CORESIDERING:

v CASE NO. 7490

c ot
Order No. R~ v 75

APPLICATION OF HARVEY E. YATES COMPANY §§
FOR COMPULSORY POOLING, CHAVES COUNTY, @ ?775 .

NEW MEXICO.

'ORDER OF THE DIVISTON

BRY THE DIVISION:

This cause came on for hearing at 9 a.m. on February 17,
1982, at <cSanta Fe, New Mexico, before Examirer Richard [..

Staméts.

NOW, on this day of February, 1982, the Division
Director, having considered the testimony, the record, and the
recomrendations of the Examiner, and being fully advised in the

premises,

FINDS:




(1) That due public notice having been given as required
by law, the Division has Jurisdiction of this cause and the

subiect matter thercof,

{2) That the applicant, flarvey E. Yates Companv, seeks an
order pooling all mineral interests down through and including
the Atoka-Morrow formation underlying the N/2 éf Section 19,
Township 8 South, Range 30 Rast, NMPM, Chaves Ccounty, New

Mexico,

(3) That the applicant has the right to drill and

proposes to drill a well at a standard location thereon.

(4} That there are interest owners in the proposéd

proration unit who have not agreed to pool their interests.

{5) That to avoid the drilling cof unnecessary wells, to
protect cbrrelétive rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense hiéujust and fair share of the gas
in said pool, the subject application should be approved by
pooling all minerél interests, whatever they may be, within

said unit,

(6) That the applicant should be desighated the operator

of the subject well and unit.

(7) That any non-consenting working interest owner should
be afforded the oppbrtunity to pay his share of estimated Qell
costs to the operator in lieu of paying his share of reasonable

well costs out of production,




(8) That any non-consenting working interest ownar Qho
doas not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional ) )  _  _ percent thereof as a

reasonable charge for the risk involved in the drilling of the

vell.

{39) That anv non-consenting interest owner should be
afforded the opportunity to obiect to the actual well costs but
that actual well costs should be adopted as the reasonable well

costs in the absence of such objection,

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

estimated well costs exceed reasonahle well costs.

al .
(11} That $ 4&ﬁ$@ per month while drilling and

(%73
$ ’92”9 L per month while producing should be fixed as

reasonable charges for supervision (combined fixed rates); that
the operator shoulé be authorized to withhold from producticn
the proportionate share of such supérviSion charges attributable
to each non-consenting working interest, and in addition
thereto, the operator should be authorized’ to withhold from
pfoduction the proportionate share of actual ekpendltures
required for operating the subject well, not in excess of what
are reasonable, attributable to each non—consénting working

interest.




(12) That all proceeds from production from the subiect
well which are not disbhursed for any reason shouléd be placed in

escrow to be paid to the true owner thercof upon demand and

proof of ownership.

(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is

dedicated on or before ??Z;Q€;¢Zhéfﬁﬁfi;*mwwdmmw“m, the order

pooling said unit should hecorme null and void and of no effect

whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, down
through and including the Atoka-Mcrrow formation underlying the
N/2 of Section 19, Township 8 South, Range 30 East, MMPM, Chaves
County, New Mexico, are hereby pcéled to form a standard
L;EQ! ~acre gas spacing and proration unit to be dediéated 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 /{5 ¥

day of _qu A: i ., 1982, and shall thereafter continue

4
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the driY&ing of said well) with due diligence to a depth

sufficient to test the Atoka-Morrow formation;

PROVIDED'FURTHER, that in the event said operator does not

commence thé drilling of said well on or before the /< IV

day of AL/, , 1982, Order (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
ccmpletion, or abandonment, within 120 days after. commencement
_thereof, said operator shall appear before the Division

Director and shov cause why Order (1) of this order should not

be rescinded.

{2) That Harvev F. Yates Companv is hereby designated the

operator of the subject well and unit.

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

well costs.

{4) That within 30 days from the date the schedule of
estimated well éosts 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
sharc cf reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as
provided above shall remain liable for operating costs but

shall not be liable for risk charges.

(5) That the operator shall furnish "Vt'he Division and each
known "~ working interest owner an itemized schedule of actual
well costs within 90 days following completion of the wéil;
that 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, that if there

is an objection te actual well‘costs within said 45~day period

notice and hearing,

{6) That within 60 days {fcllowing determination of

reasonable well costs, any non-consenting working interest

the Division will determine reasonable well costs after public

owner who has paid his share of estimated costs in advance as

provided above shall pay to the operator his pro rata share of

the amount that reasonahle well costs exceed estimated well

~costs and shall receive frcom the operator his pro rata share of

the amount that estimated well costs exceed reasonable well

costs.

(7) That the operator is hereby authorized to withhold

the following costs and charges from production:

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

(B) As a charge for the risk involved in the
drilling of the well, 4GB 240 percent
of the pro rata share of reasonable well
costs attributable to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him,

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

(9) _That $- éﬁﬁﬁZJEL' per month while drilling and
$ 20 per month while producing are hereby fixed
as reasonable charges for supervision (combined ~ fixed
rates); that the operator is hereby authorized to withhold
from production the proportionate 'share of such supervision




charges attributable to each non-censenting working
interect, and in addition thereto, the operator is hecrechy
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) That any unsevered mineral interest shall be
considered a seven-eighths (7/8) working interest and a
one-eighth (1/8) royalty interest for the purpose ofF allocating
costs and charges under the terms of this order.

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

(12) That all proceeds from production from the subject
well which are not disbursed for any recason shall irmmediately
be placed in escrow in Chaves Countv, New Mexico, to bhe paid
to the true owner thereof upon dJdemand = and proof of
ownership; that the operator shall notify the Division of
the name and address of said escrow agent within 30 days
from the date of first deposit with said escrow agent.

(13) That jurisdiction of this cause is retained for the
entry of such forther orders as the Division may deem
necessary.

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

STATFE OF MEW MEXICO
OIL CONSERVATION DIVISION

JOE D. RAMEY,
Director
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