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STATE OF NEW MEXICO B
ENERGY ano MINERALS DEPART TMENT
OiL. CONSERVATION DIISION |

May 26, 1982

Re: 'CASE NO. 7551

Mr, Thomas J. Hall ’ ORDER No‘ﬂk6979
Attorney
Harvey E. Yates Company ,

Roswell, New Mexico 88201 , , i

Harvey E. Yates Company

‘Dear Sir:

Enclosed herewith are two cop’#s of the above-referenced
Division crder recently entered in the subject case.

/Yours very truly,

1 ,
L
-

* JOE D. RAMEY
Director

JDR/£d
Cepy oftorder also sent to:
-Hobbs 0OCO - X
" Artesia OCD X
‘Azteg oCcb

Cther




 APPLICATION OF HARVEY E. YATES
CHAVES COUNTY, NEW MEXICO.

‘at Santa Fe, New Mexico, before Examiner Richardvz. Stamets.

order poollng all mineral interests in the Wolfcamp. throuqh

' protect correlative rights, and to afford to the owner of each

.. STATE OF NEW MEXICO
ENERCY- AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 7551
Order No. R-=-6979

COMPANY FOR COMPULSORY POOLING,

ORDER OF THE DIVISION

BY THE DIVISION:

' This cause came on for hearing at 9 a.m. on May 12, 1982,

_NOW, on this _ 24th _ day of May, 1982, the Division
Dlrector, ‘having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the

premlses,
FINDS:

(L) 'Tnatiaﬁé’pﬁbllc notice having been given as required
by .law, the Division has jurisdiction of this cause and the
subjeﬁt matter thereof.

(2) That the. appllcant, Harvey E. Yates Company, seeks ‘an

Mississippian formations underlying the /2 of Section 21,
Township 11 South, Range 31 East, NMPM; Chaves county, New
Mexico. : ,

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

(4) That there are 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

interest in said unit the opportunity to recover or‘hecezve
without unnecessary exipense 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 sai

unit.

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

{7) That any non—consentlng working interest owner should
be afforded the opportunlty to pay his share of estimated well
costs to the operator in lieu of paylug kis share of reasonable
well costs out of productlnn.

(8) That any non-consenting working interest owner who
‘does not pay his share of estimatéd well costs should have
withheld from production his share of the reasonable well costs

plus an additional 200 percent thereof as a reasonable charge B

for the risk lnvolved in<the drllllng of the well.

{9} That any non-consentlng interest -owner should he

~afforded. the opportunlty 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.- 4 :

(10} That followxng determination of reasonable well costs,
any non-consenting working interest owner who has paid his share
of estimated costs should pay tec the: operator any amount- that
reasonahle well costs exceed estimated well costs and should
receive from the operator any amount that paid estimated well
costs exceed reagonable well costs.

: (11) That $4000 00 per month whlle dr;lling and $400 00 per
month while ‘producing should be fixed as reasonable charges for

supervxsxon (combined fixed rates); that the operator should be|

- authorized to withhold from production the proportionate share

of such superv;sion charges attributable to each. non-consentingf

‘workxng interest, and in ‘addition thereto, the operator should"’
be authorized to withhold from production the: proportlonate
:share of actual expenditures: required for operating the subject

well, not in excess of what are reasonablc, attr:bu*able,eo eacW;-

‘non-consentlng working- enterest.

- {12) That &ll proceeds from yroductlon 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 ‘pocled
unit to commence drilling of the well to which said unit is
dedicated on or before September 1, 1982, the order pSoling saiq
unit should become null and void and of no effect whatsoever.

e
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‘estimaved well costs is furnished to him, any- nonnconsentlng

case No. 7551
Order No. R=-6979

IT IS THEREFORFT ORDERED:

(1) That all mineral interests, whatever they may be, in
the WOIfcamp through Mis=1331pb1an formations inderlying the E/2
oi Section 21, Township 11 South, Range 31 East, NMPM, Chaves
County, New Mexioo, are:. ":ereby pooled to form a standard
32C-acre gas spacing and proration’ unit to be degicated to a
well to be drilled at a standard lccation thereon.

- PROVIDED HOWEVER, that the operator of said ani t,ahall
commence the drilling of said well on or before the lst day of
September, 1982, and shall thereafter continue the drilling of
said well with due diligence to a depth sufficient to test the

Hlssissippian formation; | .

PROVIDED FURTHER, that in the event said operator does not
commenge the drilling of said well on or before the lst day of
September, 1982, Order (1) of this order shall be aull and void
and of no effect whatsoéver, ‘unless said ocperator 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 commencemant
thereof, said ‘operator shall appear before the Division Director
and show cause why Order {l1l) of this order should not be

rescinded.

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

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

(4) That within 30 days from the date the schedule of

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 fcr operating costs but shall not be

liable for risk charges.

(5) . That the operator shall furn1 sh -the DlVlSloﬂ'and each
xnhown working ‘interest owner an itemized: ‘schedule of actual well
costs within 90 days following completion of the well; that if
no objection to the actual well costs is riileived by the
Division and the Division has not cbjected within 45 days
following receipt of said schedule, the actual well costs shalll




‘notice and hear;ng.

following costs and charges from production:

" interest.

—d- .
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be‘the‘reasOnable well costs; provided however, that if thers is
an objection to actval well cosis within said 45-day period the
Division will determine reasonable well costs after public

‘(6) That withjn 60 days folluwmg determination of
reasonable well costs, any non-consenting work1ng interest owner

ho has paid his share of estimated costs in advance as providedk

above shall pay to the oper-icr his pro rata share of the amount
that reasonabie well costs exceed estimated well costs and shali
receive rrom 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

(A) The pro rata share of reasonable well
costs attributable to each non-consenting
working interest owner who has nct 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 invcived in the
erlllng 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.

{8y That the operator ‘shall dlstrlbute sald costs and
charxges withheld from production to the parties who advanced~
the well costs.

. (9) That $4000.00 per month. while drllllng and $400. 00
per month while nroducxng are hernby 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 nonaconsentlng working interest, and in addition
thereto, the cperdtor is hereby authorized to withhold from
production the proportlonate share of actnzal expenditures
required for operating such well, not in excess of whit are
reasonahle, attributable to each non-consenting working

(10) That any unsevered mineral interest shall be
considered a seven-eighths (7/8) working interest and a

”‘*4.-.
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one-eighth (1/8) royalty interest for the purpose of
h 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 attrlbutable to royalty
interests,

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immedlately
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 davs 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
necessaxy.

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

designated.
BTWISION
( Z 4‘

Direcﬁor :
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P. O. Box 1933 , ‘
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o 2 MR. STAMETS: We'll call next Case 7551.
3 Epplic#tion of Harveva. Yates Company'for compﬁlsory pooling 4
4 Chaves County, New Mexico.
S MR. HALL: Mr. Examiner, my name is Joe
6 Hall, representing fthe applicant, Harvey E. Yates Company.
7 I'71 have two witnesses. fﬁey have been
8 previously sworn. §
9 | MR. STAMETS: Have they been sworn in an- %
10 other case today? i
1 MR. HALL: Yes, they have.
12 MR. STAMETS: Let the record show that 3
;:, B | they have been sﬁorn‘and remain so in this case. |
14 |
15 ROSEMARY AVERY
16 Lbeing‘calléd as a witness and being duly sworn upon her oath, 1
17 | testified as follows, to-wit: | |
18
19  DIRECT EXAMINATION
20 | py mr. mALL:
-2t ) :Will'yéu'stateﬂyour’pgﬁeféid;EaﬁfSEE%f“i_? o
2 | please? - o ;
;3 A Rosemary Aﬁery, koswel;, New Mexico.
;;)> Ly e And would you indicate what yéur poéﬁtiﬁh
25 is with the applicant, HEYCO?
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A I am the Land Supervisor for Harvey E.
Yates Company. I'm a Senior Landman.

Q All right, and have you testified before
Ehe‘Division before and have your qualifications as a pro-
fessional landman bgen accepted?

g Yes.

MR, HALL: Mr, Examiner, I'd reguest tha
Ms. Avéfy be recognized as a professional landman for the

purpose of testifying to land related matters.

MR. STAMETS: She is’considered“qualified.
e , Are you familiar with the application in
Case 705517

A Yes, I am.

Q Would you please state for the Examiner

the purpose of this applloatlon?

A | Appllcant, Harvey E. Yates Company, propos%s

to drill a well at a standard location, 1980 feet from the
north 11he and 660 feet from the east liﬁe of Seotion,zl,
Township 11 South, Range 31 East, NMPM, Chaves County, New

ﬁax;co, to the Atnka-Morrow formatlon and 1ntend to dedicate

‘uhc east half of saild Scction 21 to the well.

Applicant has obtainsd voluntary conseiit
from all the parties within the east half of Section 21 to

a pooling of their interests for drilling the well, with the
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exhibit the east half of Section 21 'is outlined in red and

“the proposed well location is indicated .in the southeast

owning interest under the east half of Section 21 are and

5
exception of Mr. Powatan Carter, Jr., Post Office Box 328,
Ft. Sumner, New Mexico, 88119, and Mr. Anderson Carter of
Post Office Box-725, Lovington, New Mexico, 88260.

ﬁ We are seeking under Section 70-2~17 an
order compelling their joinder in the propqsed well.

Q I'l1l hand you what has been marked for
identifizcation as applicéht's Exhibit Number One and ask you
to identify that and explain what it shows, please.

A This is a -~ Exhibit Number One is a land
plat ceovering the east half of .Section 21,}Township 11 South,

Range 31 East, in Chaves County, New Mexico, and on this

éuarter of the northeast quarter of Section 21;:

o The east half of Section 21 will be the
proration unit for this well?

A Yes, it would.

Q Would you indicate, please, who the partiek

what their interests are under this east half of Section-z;?
A Harvey E. Yates Company owns a leasehold
interest, workiﬁg interest of 141.097679 net acres, which

constitutes 44.093024 percent.

Yates Energy Corporation owns 69.068989
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acres, which is 21.584059 percent.
Spiro, Incorporated owns 18,833333 net
acres, which is 5.885417 percent working interest.

Explorers Petroleum Corporation and (?)

Inc, both have the same interest, the same net number of net

acres and the same percentage of working interest.

MR. Powatan Carter and Mr. Anderson Carter

“each own mineral rights, which come to 26.666667 net acres

apiece, which is 8.333333 percent working interest.

Q Referring you back to Exhibi . Number One
and the area depicted thereon, would you please explain HEYCO's
or Harvey E. Yates Company's efforts to reach an agreement

with the Cértefs} as to pool all the interests under the east

half of Section 212.

il

A" 7" They were first contacted about three

‘years ago when ILWas buYiné léases over thiere and they indi-

- cated they did not like to lease their interest, but gave me

an indication they would possibly join when we got ready to

put something togeEh¢r, and about a year ago I started con-

tacting them again, and could not reach a satisfactory agree-
mént at all withkghem on -- well, they didn't want *to join
at all. They did not want to lease or farmout under any kind
of reasonable terms.

So we could never reach any kind of an
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agreement.

0 Have you had any conversation with them

since this application was filed?

Ohli, we have sent them a letter and I have

;0

talked to them on the telephone, and we;ve‘sént them a copy
of our ?roposed cperating agreement and I have had nothing
but negative respdnse.

Q All right. I hand you what has‘beﬁn
marked for identification as Applicant's Exhibit Mamber Two,
and éék you to identify that, please.

A ~ This is an operating agreement prepared
on AAPL Form 610. The agreemeﬁt is titled Mescalero Springs
Working 1n£ere§£#Unit. It is dated January the 15th, 1982,

with ﬁarvey E. Yates Cowpany shown as operatcr. The contract

'area consists of the east half of Section 21, Township 11

SOuth,“Rahge 31 East, NMPM, Chaves County, New Mexico.
Q A If you'd please turn to page four of the

agreement and read the initial well érdvisions'indicated

" there, please.

A The initial well will be drilled on or
before June the 28th -- nd, I'mlqorry, June 30th, 1982, at

a location in>thefsoutheast'quartér of the northeast quarter

~ of Section 21, Township 11 South, Range 31 East, Chaves

County, New Mexico, to a depth‘adéQuate to test¢ the Atoka
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penalty?

producing well rate.

Mexico or Chaves County?

3
formation or to a depth of 11,200 feet;}ﬁhichever is shallower
a ¢ Now, t@%ﬁing to page five, would you read

what the non—cbnsent provisions énte;éd theréyéré? It's

FRA

five and eiy,

[

b
o

A Okay. 500 percent.

Q Are you familiar with other 6pérating
agreements in southeastern New Mexico or invChaQes County,
and the non-consent provisions they contain?

A Yes, 1 am.

Q Based on vour knowledge do you think the

500 percent non-consgent provision is reasonable?
A , ' Yes, I do.
o * Have the other parties to this agreement,

or any égfeement, agreed to the 500 percent non-consent

A : 'Yes.
Q Turning to page three of the COPAS, would
you please read what the overhead rates indicated there are?

A ' OKay, $4000 Jdrilling well rate and $400

Q And are you familiar with the overhead

rates being charged for similar wells in southeastern New

- A Yes.
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2 And do you feel that $4000 and $400 are in

line with the rates generally being charged for similar wells

in the area?

I  Yes, sir, I do.

Q Would you ask the Division to allow Harvey:
E. Yates Company to charge a $4000 d&rilling well rate and a

$400 producing well rate per month for operating under any

order they might enter pooiing the east half of Section 217

A Yes.

Q ’ Okéy} Has Harvey E. Yates Company made
any major amendments or changes to the AAPL Form 610, which
comprises Exhibit Two?

A . No, not‘:eally. It is eSSentially‘the
standafd fréﬁﬁWiéﬁ only minorand;for us usual modifications,
which we make or attempt'to make on all éur*agreements.

o And have you had substantial agreement
from the pf0p03ed working interest‘partiéiﬁants wnder Bxaibit
TWO? |

b8 Yes, we have reached verbal agreement with
all parties except the Carters. . |

Q Do you request that Harvey E. Yates Com-
pany be Aeaignated as operator of the,pforation Qnit in the
East‘hafﬁiof Section 21 to be dedicated to fhé proposed well?

A Yes,
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o And did Harvey E. Yates Company notify

Mr. Powatan Carter and Mr. Anderson Carter of this hearing

at least ten days prior to today?

.
e - 2

A : Yes, they were notified by certified mail,

return receipt requested, and we did‘gét,a signed receibt.“

Q Were Exhibits One and Two prepared by you |[:.

or under your supervisipn?
A Yeé.‘
MR. HALL: Mr. Exéminer, 1'd like to move
the admission of Applicant’'s Exhibits Onéiéhd TWO.
MR. STAMETS: These exbibits will be ad-

mitted.

CROSS ‘EXAMINATION

BY MR. STAMETS:

o Ms. Avery, in this latest round of nego-

tiations, not the one that began three years ago, the one

last year --

a o Yes.

Q . == do you -~ how many piécés'of correspon-
denée»do'you have rel&tive to the Carters interest?

A . Let me see,yI have several here. One --
I have about; 1et!§“seg,v£ﬁree, I believe. Then I have some

memoranda, copies of memoranda where I had telephone conver-
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sations with them, also.

snbsequent to the

of this witness?

being called as a

testified as follows, to-wit:

BY MR. HALL:

Q

_please, sir?

A

is Midland, Texas.

Q

with the applicant,'Harvey E.iﬁgtes>Company?

A

e

I am an exploration geologist for HEYCO.

-

P R T S U P o - -
COuld I have a 100Kk at some Of Lthe

Sure. Yes, I would like to have copies

All riqhtf‘
-= fpr the record and that can he submitted
éctual‘précéédings.

MR. STAMETS: Are there other quesﬁions

She may be excused.
RODNEY C. THOMPSON
witness and being duly sworn upon his oath,
ngECT EXAMINATICN
Would you state your name and address,
My hame is Rodney Thompsén gpdvmy addrésg

Would you indicate what your position is

Have you testified before the Division
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Mr. Thompson be recodnized.

L -] IS | ()

is a structure map contoured on the top of the Missiesippian

12

before and have your qualifications as an expert petroleum
geologist been accepted?
A Yes, I have, and yes, they have.

MR. HALL: Mr. Examiher, I'd request that

MR. STAMETS: He is.
Q ~ Are you familiar with the application fileﬁ

in Case 75512

A Yes, I am.

0 I'11 hénd you what has been marked for
idenﬁification'as Apélicant's‘Exhibit Number Three and ask
if‘you?}ouid idéntify that and eéplain to the Examiner what
it shows? |

A - Okay, Mr. Examiner, Exhibit Number Three

Lime, Which‘is the nearest good horizon to map closest to
th;s pay'zone we’re looking at in the ar=za in the Lower Atoka,
The map sh§w$ that our offset well would
be jdst west-cf a well in Section 22, which is the One Well
PV-Penn Gas Field.. fhis;well has been plugééd but has pro-
cduced over 4-billion cubic feet of gas andv§7,700 and some
barrels of condensate, and we feel'that cur area of drainage,

that welll .be in a good ‘position to drill our well in the

hortheast quarter of Section 21, and not be at all affected
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to whether we're dealing with Atoka Or Morrow -- and so wWe

.be a prograding sequence that prograded across the chelf

’hy this well, with our initial test.

Q I hand ygg.nowvwhat's been marked for
identification as Applicant's Exhibit'Number Four, and ask
you to'idehtify that and explain what it shows, please.

A Mr.‘Examiﬁer, Exhibit Number Four is a.--
is a siratigfaphic cross section that is hung on the‘top of
ﬁhe Migsissippian Lime. Itfs a north to scuth cross section
‘that runs frbﬁ -- runs through three wells, the cénter one
being the Robinson Brothers Manray (sic) Elliott No..l, théh
is the well I had referred to earlier, and having produced
over 4-billion cubic feet of gas.

What we interpret to -- these scnds to be
of discrepancy in this area, there is some debate as to -- as
group those together. 1It's -~ we interpret these sands to

duriné'Atoka fime; and they were originally a Mississippian
nonconformity‘dr deposited délta-type sands that wéré foiloweh
by progfading,’aiStributary ﬁouth bar and distributary channeL
sand. ‘ ‘

MR. STAMETS: What kind of a bar?

A Distributary mouth bar, which is the bar

at'the mouth of a --
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MR. STAMETS: M-O-U~T-H.

A Right.

Mﬁ . STAMETE: Okay.

A ‘And we interpret this type of bar to be
éresent in the Robinson Brothers Manray Elliott No. 1, where
they are CQmpleted out of, andjwe also feel we have a gbod
chance of ehcoﬁntering another sand and it had good porosity
up‘at -- on the cross section it shows at 10,770, about, to
10,800,

So we think we -- we're dealing with --
with lens -- lens-shaped channel sands in here and we feel
we're along depositional trend to the sands in the PV-Penn
Field. |

Q I hand you now what's been marked for

identification as Applicant's Exhibit Number Five and”ask’ybu

to identify that and explain what it shows, please.

A Okay. Mr. Examiner, Exhibit Number Five

is an Is=olith ‘map of net clean sands that -~ and it's only

,captOurgdﬁon the -- on the Lower Atqka-saﬁd, which would k=2

back on tne exhibit, the previous exhibit, Exhibit Number

Four, would he the sand that is at 10,9 -- 10,870 to 10,900,

is what this Isolith map is mapped on.
And from the surrounding well control we

feel that our distributary channel is trending through the




; 1 15
: 2 area as shown on the map in Exhibit Number Five.
g 3 | And we feel that we'll be in a good depo- .
g 4 sitional -- a good position tovencoﬁnter over 50 -- between
g s 40 to 50 feet of Atoka sand in our initial test well.
| 6 One thing I might add is thet looking at
‘ 7 the strucéﬁre'map; which is Exhibit Mumber Three, yoﬁ'ii
8 notice that the TD Penn Well, the lowest well in that area;
9 so I might add that I don't believe that structure has any-
10 thing to,doswiéﬁ this type of production here. I think it's
11 pureiy,straiigraphic, and so what I'm sayiﬁg is that we're
12 dealing with a stratigraphically laid sand that is not really
13 reliable or dependent on structure.
14 And we feel our location here in the north-
15 east quarter of Section 21 is the optimum location with
16 lowest risk to encounter this sand.
17 Q I hénd you noﬁ what's been marked for i-
18 " dentification as Apﬁlicant's Exhibit Number Six and ask you
19 to identify that, please. |
20 A Exhibit Six is the AFE on ourkinitial test,
21 Mescalero Springs Unit.
22 | Q Would you please read that location and
23 proposed depth for the well covered bg the AFE, please?
A A Okay . HOur loc’atio‘n is 1980 -- 1980 feet
~ 25 from the north line, 660 feet from the4east line of Section AJVA ‘
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21, Township 11 South, Ranga 31 East, this being Chaves

County, and our proposed depth would be 11,200 feet to ade-

quately test the Atoké-Morrow formation.
| Q Okay. What is the estimated dry hole and
completed well costs shown on Exhibit Number Six?

A Our estimated dry hole cost is $776,900
and our estimated completed well cost is $1,077,900.

Q Going back to the dry hecle cost, does the
AFE show $766,900? | |

A Correct. That's corxect.

Q Okay. Statute Section 70-2-17 allows
those parties advancing costs for the drilling -to recover
from production their costs, to inclﬁde a reasonable charge
for supervision plﬁs a charge for risk of up ﬁozad ptrcent
of the cost of drilling-aznd completiqg the well.

In your opinion is there substantial risk

involved in drilling a well in the southeast of the northeast

of Section 21 tc test the Atoka-Mﬁrrow?ﬂ
A Yes. |
Q Okay. What, in your opinion, would be é
reasonable charge for the risk iﬁ?olved in thiskproject?
A | I beliéve 200 percent would be appropriate
Q | In your opinion will the granting of this

application prevent waste and protect thé correlative rights
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ofi the parties involved, and avoid the drilling of unnecessarﬁ

fpf”Harvey E. Yates Company?

‘mission of Zpplicant's Exhibits Three through Six. -

17

wells?
A Yes.

Q Were Exhibits Three through Six prepared

either by you or under your direction and control by employee

A Yes, they were.

MR. HALL: Mr. Examiner, I'd move the ad-

ME. STAMETS: ,fhese exhibits will be ad-
mitted.
MR. HALL: And I have'no further guestions.
"MR. STAMETS: Are there any questions of
ﬁhe wiﬁnesé? Hé‘may be excused. | ’
| Anything further in this case?

The case will be taken under advisement.

(Hearing concluded.)
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STATE OF NEW MEXICO .
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND O:FICE BLDG.

SANTA FE, NEW MEXICO
14 April 1982 ,

EYAMTINER HEARING

IN THE MATTER OF:

 Application of Harvey E. Yates
Company for compulsory pooling, CASE
Chaves :County, New Mexico. 7551

BEFORE:  Rpichard L. Stamets

PRANSCRIPP O {IEARING

APPEARANCES

For the 0il Conservatiocn
Division:

Pdrfﬁhg\épp;idants‘,

W. Perry Pearce, Esqg.
Legal Crunsel to the Division
State Land Office Bldg.

Santa Fe, New Mexico 87591
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‘cant this case will be continued to the May 12th Examiner

N e e

.2
MR. STAMETS:  Call next Case 755L.
ﬁR.;PEARCE: Application of Harvey E.
Yates cdﬁﬁany fbr«compulsory pooling, Chaves County, New

exico.

MR. STAMETS: At the request of the appliy

Hearing.

(Hearing concluded.)

i
:
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i MEYCO HARVEY E, AT‘S COMPANY
' PETROILEUM PRODUICERS : F Q. BOK 1933 ' SUITE 300, SECURITY NATIONAL BANK BUILDING 5056216001
) AOSWELL. NEW MEXICO 86201
May 13, 1082

Mr. Richard L. Stamets S
0i1 Conservation Division
New Mexico State Land Office
Post ‘Office Box 1148 o
Santa Fe, New Mexico 87501

Case o, 7551

Compulsory Pooiing

E/2 Sec, 21, T-11S, R-31E
Chaves County, New Mexico

Dear Mr. Stamets:

‘At your rnquest, I have gathered up-all of the correspondence that
we have had with Messers. Anderson and Powhatan Carter, and copies are
attached hereto.

Unfortunately, most of our contact with them has been by telephone.

I do have copies of a humber of interoffice memoranda concerning the

progress -- or lack of it -~ of my'negotiations with the Carter hrothers.

There were more calls earlier, but I didn't always document them since I

"didn’'t realize it would be import=nt later.  Of course, had I known that
documentation wouid be useful Tater on, I would have written instead of

Ca] ] ingg

Thank you for your courtesy at the hgaﬁings.

Rosemary T. Ayery
Land Supervisor

RTA:seb

EnsTosures
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HEYCO HARVEY E. YATES COMPANY
PETROLEUM PRODUCERS P O BOX 1933 SUITE 300. SECURITY NATIONAL BANK BUILOING 06236601
ROSWELL. NEW MEXICO 5201

April 5, 1982

WORKING INTEREST OWNERS
Mescalero Sands

Re: Mescalero-Sands #1
Section 21: E/2
T-11S, R-31E, N.M.P.M.

Chaves County,—-New Mexico
{REYCO Ref@ 9?69{ )]

Harvey E. Yates Company proposes the drilling of an Atoka-Mississipp1an
test at a location 1980' FNL and 660' FEL, Section 21, Township 11 South,

Gentlemen:

‘Range 31 East, Chaves County, New Mexico.

In this regard we are atta»h1ng a copy of ‘the Operat1ng Agreement
covering the captioned lands and two copies oy an AFE to cover the esti-

mated cost of drilling and comp1et1ng the Mescalero Sands #1 well.

If you conciur with the enclosed instruments, please execute and returh
the extra sec¢ of signature pages to the Agreenent and one copy of the AFE
at your earliest conventence

If you have any quest1ons in regard to the proposed well, please
advise.
e m oo - . B Verg- truly yours, ]
Pyt adedu i m Comploto Wome 1,2, 204 3, e

L ﬂnl‘uﬁnuuuohnmmmdkhntunJ :
D‘M o whom and date M.!oo“mo —‘
tCl!burum&undUbtu-ﬁhnafilnmu.__c

0 |ESTRCTED DELIVERY

zm'uim‘um" g e

Show to vham-and-date ann-—— 1]

onao'ocl.m-{gez )  POSTERR

4: Amwmmn-—&
. “ ) v Tl R

»

Add pocr addren ﬂmm’,-n
ivresan

I

e mmmhmm(dudm.) .
Dm”“““ﬂw.u-o--uc. -a-.'
‘1 Show to whem, dlasdldwnnetdﬂn-y.n__t

RESTRICTED DELIVERY
mwwmmuuﬂuocuo--~o ‘

O RESERICTED DELIVERY. c:::n:xnaopeuwzav
sn-w::unnaus-u-Hw-e!&&nus-~ gnuwoﬁungau.nw-damnuudhuxs._.‘.yq
Gﬂﬂandwnsnuwnmfoxrmun (CONSULT POSTMASTER FOR FEES)
1 ARTICUE ADOREISED % " S T ARTICLE ADDRESSSD 7O B
Powhatan Carter -~i'{'¢Andersah-carierff ' -
Ban 328 §| Box 725 |
PR wTIoN. -
m»s.' CIRTIFIED MO, l IBURED BO. g REGIBTENED NO, ccnﬂmnuo. WRINEO NO. l
- .
 J
of mem&ma«mumn 2 ‘ﬁ_mw.%?m.mu
g Iﬁ:v::ﬂrd srticls descrided _oows. . g -} have teceived the article descrided sbove,
. L OAsthoriesd . . DAddrocsse m,
BN e NG - ¢
Bl Lt T E ‘
H




Apr. 1976

i PS Form 3800,

[

P 328 550 740 ; P324560° 739 > -
4 |

L STIN
RECEWPT FOR CERTIFIED ARy
Ao RECEIPT FOR CERTIFIED MAIL
COVERAGE PROVIDE
“'7H1g:rauxnuuluua = ;
' ™ ~24f y E. YATES COMPANY
-, { &5 M?M‘G#‘f/l’/ )
O SFATEAND 29 e ! ;gyf__‘_,gg___ o 300. SECURITY NATIONAL BANK BUILONG 3006734001
Ml % .. 2480 l N Vi sl . FOSWELL, NEW MEMICO 9
OSTAGE hid , -1‘—. ““““ i BV Z 7.ff//§ i'i 5’ ]982
[ rse | [ammeore "1
g AL DEL i g e — o b -
8| s mreorveR ———+ l g kﬁﬁk“‘mﬁm T
8| i et Y i ]
g E & | OATE oeeeneo ¢ alw sowiomowmo 1T
2z Emmmensn—1 —— 1 g g g promees ¢
El2le A T DAt Jd o z B3] Sowroweon oaii T
T3 Deuvery i 21z 240 ADoRe S 02 .
5|88 | SowTowon w1 1 ¢ = g §’-_€"'_‘_"L;
> 5 b gﬂgﬁnmmmsmm ¢ = i w amxomouko‘bar?“"~-~ -
§ Slae] BV 7 alaty LIVERED WITH RESTRICTE
£ sowtowom st | ] &[] &| xran .
flEsgEme o o ) ——
. i = RY ‘MM
ToaLrosTAGE AN FES |17 G/ 2 1 RSTRCTED ceLveRy ¢| : Mescalero Sands #1
TBOSTMARK OR DATE s e .E:L_P??u’ﬁm"“s l 7?/ _Section 21: E/2 :
| < [FosTesoRBATE S "7-11S, R-31E, N.M.P.M.
g ; . Chaves County,—New Mexico
P ~ (HEYCO Ref¢ 9169
é LT
72
[ SR L T
y 111ing of an Atoka-Mississippian

Harvey E._Yates“Company‘pro§6§é5"the‘oJ
test at a location 1980' FNL and 660' FEL, Section 21, Township 11 South,
Range 31 East, Chaves Couinty, New Mexico.

In this regard we are attaching a copy of the Operating Agreement
covering the captioned Tlands and two copies of an AFE to cover the esti-

mated cost of drilling and completing the Mescalero Sands #1 well.

th the enclosed instruments, please execute and return

1f you.concur wi
the Agreement and one copy of the AFE

the extra set of signature pages to
at your earliest convenience.

If you have any questions in regard to the proposed well, please

advise.

. MYy
 Attachments




SUITE 300, SECURITY NATIONAL BANK BULDING 30548236801

FETROLEUM PROBUCERS 7.0. 80X 1933

"HEYCO é HARVEY E. YATES COMPANY

" 'CERTIFIED . RETURN RECEIPT REQUESTED

March 26, 1982

' Mr. Anderson Carter
Post Office Box 725
Lov1ngton, New Mexico 88260

~Re: Application for
Compulsory Pooling
Section 21
T-11-S, R-31-E, N.M.P.M.
Chaves County, New Mexico
(HEYCO Ref: 9169)

Dear Mr. Carter

. Enclosed please find a copy of Harvey E. Yates Company s Appli-
‘cation for Compulsory Pooling, sent to the 0il Conservation Division
on March 15, 1982, on the above referenced lands.

S1ncerely,
%r/lmw&u{ufy‘/
Jo Pendergrass

: - t
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HARVEY E. YATES COMPANY

P. ©. BOX 1933 SAUTE 300, SECURITY NATIONAL BANK BUR.DING S0630801

HEYCO

PETROLEUM PRODUCERS

CERTIFIED - RETURN RECEIPT REQUESTED

March 26, 1982

Mr. Powhatan Carter, Jr.
Post Office Box 328
Ft. Sumner, New Mexico 88119

Re: Application for
Compulsory Pooling
Section 21
T-11-5, R-31-E, N.M.P.M.

. : Chaves County, New Mexico
. THEYCO Ref: Yoret 89)

——

Dear Mr, Carter:

Enclosed please find a copy of Harvey E. Yates Company's Appli-
cation for Compulsory Pooling, sent to the 0il Conservation Division
on March 15, 1982, on the above referenced lands.

Sincerely,

S;Z(igglu124fb¢47¢//

Jo Pendergrass

Jﬁ?ﬁs 4

Enclosure

O S

| WNCdsuans 33l

. ewmesmiiomiE .




N,

. - Sumner

; th

X3 .Mu-n obthia sigaatiiet of sddrius) o

24nso|ou3

sw:4p

sseafuapuad or

Lraprzzy ﬂ\w
Sl Sy
¢ Lia430uts

"Spue| paduaLad3L DA0QR Y U0 ‘2861 G| YO4ew uo
UOLSLALQ UOLJRA43SUOD |10 BY) 03 JudS *Buljoog A4os|nduwo) 403 uoryes
~}1ddy s, Auedwo) sajep 3 A3Aaey o Adod e puty aseaid pasojduy

149340) “uay 4edq

—_— 69i6 -39y 0JA3H

001 @ MIN TAJuno) SaAey)
WOdTWON “3-1£-d ‘S-11-L
- L¢ uoi3das
butjoogd Au0s|ndwo)

4103 uoljedtiddy :a3y

. 61188 0O1X3ty MIN ‘a3uung -4

, ; 82€ Xog 331440 3504
Lo .. AP ‘493409 URIRYMOG i

2861 92 uyoJey

Q31S31038 1413234 NI - 031ZT143)

s
SR

10708 OO MIN “YIIMSOU

100-tZIN08 ONITUNG NNVE TYNOILYN ALIMNDIS ‘00C 31NS €081 X08 'O ¢ SHIDNA0KUL NNIONLII

{

ANVJAINOD S3LVA "3 AJAHVH OJAdH.




¢,
HARVEY E. YATES COMPANY

£.0, 80X 1903 SUITE 300, SECURITY NATIONAL SANK BUILDING S0SR2}-H001
ROSWELL, NEW MEXICO 88201

HEYCO

PETROLEUM PRODUCERS

January 13, 1982

Mr. Anderson Carter
I’. 0. Box T25
Lovington, New Mexico 88260

Re: Proposed Mescalero Spring Unit
E/2 Section 21, T-11S, R-31E
Chaves County, New Mexico

Lear Hr. Carter: .

The last time we talked wit!i you. ‘con¢erning this prospect, you were
debating whether to join our proposed.-unit 4nd participate with your
1/i2th interest under this half-section, or to give us a short-term lease.

At that time, I promised to send you a copy of our Joint operating sgree-
‘ment and AFE for you to consider,

We don't quite have our operating agreement put together, but I do
have an AFE for you to look over, and it is enclosed. We will have

our JOA ready to send in a few days.

I will be going into the hospital tomorrow, and will be out of the
office for about three or four weeks. If you would like to ‘discuss this
prospect in the meantime, please ask for my assistant, Mr. Robert H.
("Bob") Bell.

By copy of this letter, I am sending the AFE to your brother, Mr.
Powhatan Carter, in Ft. Sumner.

. Thank you very much, Mr. Carter, for your thoughttul consideration of
this matter. We wili be looking furward to hearing from you very soon.

Yourd-very truly,

Rosemary. T. Aygry
Land Supervisfjr

RTA/ms
Encl. |
cc: Mr. Powhatan Carter, Jr. ‘ )

P. 0. Box 328

Ft. Sumner, New Mexico 88119 {w/Encl.)
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(' MGG n-\'-uwow . f
From

To. MY

w Mescalerc Sds. Prospect

st "D T Need 18 icnow) HEWE OF We//~$ € KHow yer 7 o

I talked to Powhatan Carter about 5:30 p.m., after giving up on reaching And:r.

Povhatan told me that Andy told him yesterday he planned to call me today. However,

the famous General Telephone System over in Lovington i n

while Powhaten was talking to Andy, Andy's phone quit working. That may e.plain why

I never reached him. Anyway, Powhatan vlans to try to get hoid of Andy tonight and

have him call me in the morning. Andy nhum ta go to Pt. Sumner tomorrow afternoon,

and will be leaving for Ho&ton right after Christmss to take his wife to M.D.Anderson.
Then in January, he has to“back to Arizona where he spends.s lot of time. He was

anxious to get in touch with me before he has to take all these t S o
Powhetan.l explained to Powhatan what ur %J%%E, S0 a.t e]deﬁ can tell Andy. |
— ‘

— |

REPLY

Date Signhed

'RECIPIENT~RETAIN WHITE COPY, RETURN PINK COF" -
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FROM THE DESK OF
ROSEMARY AVERY *

12-12-81

George: Re: Mescalero Sands

I still haven't reached Andy Carter, but I did get
to talk to Powhatan, Jr., his brother, in Fort
Sumner this aftermoon..

The reason no one has been at home in Lovington is that
Andy has been taking his wife down to M. D. Anderson : *
Hospital in Houston for treatment (that's the cancer
place, as you kiow). However, they are back now from
Houston--but, Andy had to go to Alamogordo as soon

as .they got back. Powhatan said he'} be talking to
Andy and would have him call me Monday. Powhatan owns
an undivided 1/12 under the E/2 Sec. 21, as does
Andy. He was fairly noncommittal, but gave me the
impression they would probably joii--he wanted me to
talk to Andy first, however,

I have a call in to a couple of the others im Sec. 22,
and expect to talk to them early in the week.
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FROM THE DESK OF

__ROSEMARY. AVERY .

{

:\"\:ma {a Prospect File

12-2-81

—

" MESCALERO SANDS PROSPECT - PROPOSED F/O AND/OR UNIT

Propose the following to Carters:

Join with us under the opefating agreement to

drill the 320 acre E/2 of Sec. 21 at a location
in the SE/4 NE/4.

—

Participate in any support we are able to obtain
from owners in N/2 of Sec. 22 (farm-ins, bottom hole

monev.

ate )
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between HARVEY E. YATES COMPANY
. hereinafter designated and

referred (o a3 “Operator”, and the signatory party or parties other than Operator. sometimes hereimtter
referred to individually herein as “Non-Operator”, and collectively as ”Von-Operltors .

WITNESSETH:

WHEREAS, the parties to this ag-eement are owners of oil and gin' leases and/or oil and gas in-
tercsts in the land identified in Exhibit “A”, and the parties hereto have reached an agreement (o explore
and develop these leases and/or oil and gas interests for the production of oil and gas to the extent and

a3 hereingfter provided:
NOW, THEREFORE, it is agreed as follows:

A ARTICLE 1.

As used in this agreeinent, the following words and terms shall have the meanings here ascribed

to them:
A. The term “oil and gas™ shall mean oil, gas, casinghead gas, gas condensate, and all other liguid

.or gaseous hydrocarbons and other marketable substances produced therewith, unlesz an intent to

limit the inclusiveness of this term is specifically stated.
B. The terms “oil and gas lease"‘ “lease” and “leasehold” shall mean the oil and gas leases cov-

ering tracts of land lying within the Contract Area which are owned by the parties to this agreement

" C. The term “‘oil and gas lnterests'y’ shail mean unleased fee and mineral interests in tracts of
land lying within the Contract Area which are owned by parties to this agreement.

D. The term "‘Contract Area” shall mean all of the lands, oil and gas lraschold intorests and oil
and gas interests intended to be developed and operated for oil and gas purposes under this agreement.
Such lands, oil and gas ieasehold interests and oil and gas interests are described in Exhibit “A”.

E. The term “drilling unit” shall mean the area fixed for the drilling of one well by order or rule
of any state or federal body having authority. If a drilling unit is not fixed by any such rule or order,
a drilling unit shall be the drilling unit as established by the pattern of drilling in the Contract Area
or as fixed by express agreement of the Drilling Parties,

F. The teri. “‘drillsite” shall mean the oil and gas lease or interest on which a proposed well iz to
be located. ’

G. The ternis .“Drilling Party” and “Consenting Party” shall mean a party ‘who agrees to join in
and pay its share of the cost of any operation conducted under the provisions of this agreement.

H. The terms “‘Non-Drilling Party” and “Non-Consenting Party” shall mean a party who elects

not to participate in a proposed operation.

Un"less the context otherwise clearly indicates, words used in the ‘singular include the plural, the
plural includes the singular, and the neuter gender includes the masculine and the feminine.

ARTICLE 11,
EXHIBITS

"I‘he followmg exhibits, as indicated below and attached hereto, are incorporated in and made a _

,part hereof:

(4 A. Exhibit “A”, shall includs the followmg mformanon
{1) Identitication of lands subject to agreement,
- {2) Restrictions, if any, as to depths or formations,
(3) Percentages or fractional intepest's of parties to thi;(agreement,
(4) Oil and gas leases and/or oil and gas interests subjc.t tc this agréement,
(5) Addresses of parties for notice purposes.

@ C. Exhibit “C”, Accounting Proceduve.

D. Exhibit “D”, Insurance,

(R E. Exhibit “E”, Gas Balancing Agreement.
(R F. Exhibit “F", Non-Discrimination and Certitication of Non-Segregated Facllities.
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“and ‘or oil and gas interests included, or planned to be included, in the drilling unit around such well.

' Drmmg Paxty bears to the total interest of all Drilling Parties as such interests appear in Exhibit “A”.

- required in connection with leases or oil and gas interests ‘cordributed by such party. The Gperator shall be

title has been accepted by all of the parties who are to participate in the drilling of the well.

ARTICLE IIL
INTERESTS OF PARTIES

A. Ofi and Gas Interesis:

If any party owns an unleased oil and gas interest in the Contract Area, that interest shall be
treated for the purpose of this agreement and during the term hereof as if it were a leased interest
under the form of o] and gas lease attached as Exhibit “B™. As to such interest, the owner shall re-
ceive royally on preduction as prescnbed in the form of oil and gas lease attached hereto as Exhibit
“B". Such party shall. however. be subject to all of the provisicns of this agreement relating to lessees,
to the extent that it owns the lescec interest,

B. Interest of Parties in Custs and Production:

Exhibit “A" lists all of the parties and their vespective percentage or fractional interests under this
agreement. Unless changed by otlier provisions, all costs and 1lablllhe< incurved in operatlons under
this agreement shall be borne and paid, and all eqmpment 'and material acqulred in operations on the
Contract Area shall be owned by the parties as their inlerests are shown in Exhibit “A”. All produc-
tion of oil and gas from the Conftract Area, subject to the payment of lessir's royalties which—swill—be
borninbiatloondoint—bosount, shall also be owned by the parties in the same manner during the term
hereof: provided, however, this shall not be deemed an assignment or cross-assignment of interests cov-
ered hereby.

ARTICLE 1V.
TITLES

A. Title Examination:

Title examination shall be made on the driiisite of any proposed well prior to commencement of
drilling operations or, if the Drilling Parties so request, title examination shall be made on the leases

The opinion will include the ownership of the working interest, minerals, royalty, overriding royalty
and production paymiats ‘'under the applicable leases.” At the time a well is proposed, each party con-
tributing léases and/or oil'and gas interests to the drillsite, or to be included in such drilling ynit, shall
furnish te Operator all abstracts (including Federal Lease Status Reports), title opinions, title papers
and curative material in its possession free of charge. All such information not in the possession of or
made available to Operator by the parties, but necessary for the examlnation of title, shall be obtained
by Operator. Operator shall cause title to be examined by attorneys on its statf or by outside attorneys.
Copies of all title opinioris shall be furnished to each party hereto. The cost incurred by Operator in
this title program shall be borne as follows:

¥rre e » direct charge, whether

28] Opuon No. 2: Costs incurred by Opelator in procurmg abstracts and fees paid outside attorneys

for title examination (including preliminary, supplemental, shut-in gas royaxty opmwns and division
order title opinions) shall be borne by the Driiling Pariies in the proportxon that the interest of each

Operator shall make no charge for services rendered by its staff attorneys or other personnel in the
performance of the above functmns

Each party shall be responsible for securing curative matter and pooling dmendments or agreements

responsible for the preparation and recording of Pooling Des!gn..uons or Declarations as well as the
conduct of hearings before Goyr#: mental Agencies for the securing of spacing or pooling ord
shall not prevent any partly from ap \rmg on its own behalf at any such hearing. ;

has been examined as pbove provided, and (2) the't itie has been approved by the examining u: ey or

B. Luss of ’I‘itle:

1. Failure of ‘fitle! Should any oil and gas lnterest or lease, or intevest therein .
failure of title, w‘s!c‘: loss resulte In a rcducticn of interest from thal shown on Exhibit
ment,’ nevertheless. shall continue in force as to all rémaining oil and gus leases and

(n) The rarty whosc oi! and gas lease or Interest is atrected by the title failu

-2
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or operating costs which it may have theretofore paid, but there shall be no monetiary llability on its
part to the other parties hereto for drilling, development, operating or other similar costs by reason of
such title failure; and

(b) There shall be no retroactive ad;ustment of expenses mcurred or revenues recelved from the
operation of the interest which has been lost, but the interests of the parties shall be revised on an acre-
age basis, as of the time it is determined finally that title failure has occurred, so that the interest of
the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract
Atea by the amount of the inlerest lost; and

{¢) If the proporlionate interest of the other parhes hereto in any producing well theretofore drilled
on the Contract Area is increased by reason of the title failure, the party whose title has failed shall
receive the proceeds attributable to the increase in such interests (less costs and burdens attributable
thereio) uniil it has been reimbursed ifor unrer.wcred costs paid by it in connection wth such well;
and

(d) Should any person not a party to this agreement, who is determined to be the owner of any in-
terest in the title which has failed, pay in any manner any part of the cest of operatibn. development,
or equipment, such amount shall beé paid to the parly or pariies who bore the costs which are so refund-
ed; and »

(e) Any liability to account to a third party for prior production of oil and pas which arises by
reason of title failure shall be borne by the party or parties in the same proportions in which they shared
in such prior production; and '

(f) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection
with the defense of the interest claimed by any party hereto, it being the intention of the parties
hereto that each shall defend title to its interest and bear all expenses in connection therewith.

2. Loss by Non-Payment or Erroneous Payment of Amount Due: If, through mistake or oversight,
any rental, shut-in well payment, pi nsmum royalty or ‘royalty payment, is noi’ poid ‘or is erroneously

. paid, and as a result a lease or interest therein terminates, there shall be no monetary liability against

the party who failed to make such payment. Unless the party who failed to make the required payment
secures a new lease covering the same interest within ninety (90) days from the discovery of the fail-
ure to make proper payment, which acquisition wiil not be subject to Article VIILB., the interests of
the parties shall be revised on an acreage basis, effective as af the date of termination of the lease in-
volved, and the party who failed to make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or inter¢st which has terminated. In the event
the partv who failed to make the required paynient shall not have been fully rexmbursed at the time of
acreage bas;s for the development and operating costs theretofore pa:d on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the
cost of any dry hole prevxously drilled or wells previously abandoned) from so much of the following
as is necessary io effect reimbursement:

(a) Proceeds of oil and gas, less operating expenses, theretolore accrued to the credit of the lost
interest, on an acreage basis, up to the amount of unrecoversd costs;

(b) Proceeds, less operating expenses, thereafter accrued attritutable to the lost interest on an
acreage basis, of that portion of oil and gas thereafter produced and marketed (excluding production
from any wells thereafter drilled) which, in the absence of such lease termination, would be attributable
to the lost interest on an acreage basis, up to the amount ot unrecovered costs, the proceeds of  said
portion of the oil and gas to be contributed by the other parties in proportion to their respective in-
terests; and

(¢) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or
becomes, the owner of the interest lost, for the pnvxlege ot participating in the Contract Area or be-
coming a party to this agreement. '

3. Qther Losses: All losses incurred, other than those set forth in Artic-us’ IV.B.1. and IV.B.2,
above, shall not be considered failure of title but shall be joint losses and shall be borne by all parties

in proportion to their interests. There shall be no read;ustment of interests in the remammg portior ol -
the Contract Areu.

ARTICLE V.
OPERATOR

A. QESIGNATION AND RESPONSIBILITIES OF OPERATOR:

HARVEY E. YATES COMPANY

duct all such operations in a good and workmanlike manner. but it shall have no- lia
to the other parties for losses sustalnod or iiabilities incurred, except such ns mgy
negligence or wiliful misconduct,

oxcent whon authorieed i writing by Uw
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B. Resignallon or Removal of Operator and Selection of Suecesser:

i. Resignation or Removal of Cperator: Operator may resign at any time by giving writlen notice
thereof to Non-Operators. If Operator terminates its legal exisience, no longer owns an interes! in the
Contriact Area, or is no longer capadble of serving as Operator, it shall cease to be Operator without any
action by Non-Operator, except the selection of a successor, Operator muy be removed if it fails or
refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership,
by the affirmative vote of two (2) or more Non-Operators owning a majority interest based on owner-
ship as shown on Exhibit “A”, and not on the number of parties remaining after excluding the voting
interest of Operator. Such resignation or removal shail not become effective until 7:00 o’clock A.M.
on the first day of the calendar month following the expiration of riinety (90) days alter the giving of
notice of resignation by Operator or action by the Non-Operators 160 remove Operator, unless a successor

perator has been sclected gnd assumes the duties of Operator at an earlier date. Operator, after effeci-
ive date of resignation or 'remoy_al. shall be bound by the terms hereof as a Non-Operator. A change of
a corporate name or structure of Operator or transfer of Operator's interest to any single subsidiary,

parent or successor corporation shall not be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation cr removal of Operator, a succéssor'Op-
erator shall be selected by the Parties. The successor Operator shall be selected from the parties owning
an interest in the Contiract Area at the time such successor Operator is selected. If the Operator that
is removed fails to vote or votes only to succeed itself, the successor Operator shall be selected by the
affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown
on Exhibit-“A”, and not on ¢he number of parties remaining after excluding the voting interest of the
Operator that was removed.

C. Employees:

The number of employees used by"Operator in conducting operations hereupder, their selection,
and the hours of labor and the compensation for services performed, shall be determinéd by Operator,
and all such employees shall be the employees of Operator.

D. Drilling Contracts:

All wells drilled on the Contract Area shali be drilled on a competitive contract basis at the usual

- ‘rates prevailing in the area. If it so desires, Operator may employ its own tools and equipment in the

drilling of wells, but its charges therefor shall not exceed the prevailing rates iri the area and the rate

‘of such charges shall be agreed upon by. the parties in writing before driiiirig operations are com-

menced, and such work shall be performed by Operator under the same terms and conditions as are
customary and usual in the area in contracts of independent contractors who are doing work of a sim-
ilar nature.

ARTICLE VI.
v DRILLING AND DEVELOPMENT
A. Initial Well:
On or before the 30 day of -June , 1982, Operator shall commence the drill=
ing of a well for cil and gas at the follo’yv?ng location: _ ‘ : i

SE/4 NE/4 | o ,
Section 21, Township 11 South, Range 31 East,
‘Chaves County, New Mexico,

and shall thereafter continue the drilling of the well with due diligence to ‘a depth adequate to
test the Atoka formation or to a depth of 11,200 feet, whichever is shallower,

unless granite or othér practically impenetrable substance or condition in the hole, whichiie

further drilling impractical, is encountered at a lesser depth, or unless all parties agree to corffplete or

abandon the well at a lesser depth.  QOperators only liability for failure to ¢
‘said test well shall be the ipsofacto termination.of this agreement.

Operator shall make reasonable tests of all formations encountered during drilling which/}§
dication of containing ‘oil and gas in quantities sutficient to test, unless this agreement shall ¥ali
in its application to a specific formation or formations, in which event Operator shal :!?, ed to
test only the formatlon or formations to which thiz sgreement may mpply.

If, in Operator’s judgmenl. the well will not produce oil or gas in paying quant,,ivt
to plug and abandon the well as a dry hole, it shall first secure the consent of a

plug and abandon same as provided in Article VL.E.1. hereof. v 25cest whed puthessted n wiring &y &t
. N Aurwrican Assacid e of Peizolune Landnien

-l
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B. Subsequent Operations:

1. Proposed Operations: Should any party herelo dezire to drill any well on the Contract Ares
other than the well providid for in Arlicle VLA, or to rework, deepen or plug back s dry hole drilled
at the joinl expense of all parties or a well joinlly owned by all the parties an¢ not then producing
in paying quantities, the party desiring to drill, rework, deepen ar plug back such a well shall give the
other parties written notice of the proposed operation, specifying the work to be performed, the loca-
tion, pruposed depth. objective formation and the estimatled cost of the operstion. The parties receiv-
ing such a notice shall have thirty (30) days after receipl of the notice wilhin which to notify the
parties wishing to do the work whether they e’2ct to participate in the cost of ihe proposed operation.
If a drilling rig 15 on location, notice of propesal to rework. plug back or drill desper may be given
by telephone and the response peribd shall be limiled to forty-eight {48) hours, exclusive of Saturday.
Sunday or legal holidays. Failure of a pariy recciving such notice to reply within the period above fixed
shall constitute an election by that parly not (o parlicipate in the cost of the proposed uperation. Any
notice or response given by telephone shall be promplly confirmed in writing,

2. Operations by Less than All Parlies: If any parly receiving such notice as provided in Article
VI.B.L. or VLE.L. elects not to parlicipate in the proposed operation, then. in order to be entitled to
the benefits of this arlicle; the party or parties giving the nolice and such other parties as shall elect
to participate in the operation shall, within sixty (60) dsys after the expiration of the notice period of
thirty (30) days {or as promplly as possible ufler the expirstion of the forty-eight (48) hour period
where the drilling rig is on location, as the case may be} actually commence work on the proposed
operation and complete it with due diligence. Operater shall perform all work for the account of the
Consenting Parlies: provided, however, if no drilling rig or other equipment is on location, and if- Op-
erator -is a Non-Consenting Parly. the Consenting Parties shali either: (a) request Operator to perform
the work required by such proposed operation for 1% ascount of the Consenting Parlies, or (b) desig-
nate one (1) of the Consenting Parties as Operntor 1o perform such work. Consenting Parlies, when
conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all tecms
and conditions of this agreement.

If less than all parties approve any proposcd operalion, the proposing parly, immedlately after the
expiration of the applicable notice period. shall advise the Consentling Parties of (a) the total intercst
of the pafties approving such operation, and (b) itx f’ecor":jniendation as to whether the Consenting Par-
ties should proceed with the vperation as proposed. Each Consenting Party, within forty-eight (48)
hours (exclusive of Saturda'y. Sunday or legal holidays) after receipt of such notice, shall advise the
proposing party whether or neot it will remain a Consenting Party and *

"carry its proportionate part of Non-Consenting Parlies’ inlerest. The propesing party, at its
_election, may withdraw such proposa! if there is insufficient participation. and shall promptly holify

" all parties of such desision, Any;,COnsenting Party failing to notify the.proposing party

within the 48 hours specified shall be dzeped to have agreed to carry its propor-
t:.on%see cg.?iﬁg cg?t ERS rr{sgl?; o&%ﬁ&?ﬁgf sﬁcﬂ\r %’;’,ﬁ?ﬁ;i&?tﬁ@f\’ﬁe’ borne by the Consenting Pariles in
the proportions they have clected to bear same under the terms of the preceding paragraph, Consenting
Parties shall keep the leasehold estates involved in such operations free and clear of all liens and
encumbrances of every kind created by or arising from the operaiions of the Consenting Parties. 1f such
an operalion resulls in a dry hole, the Consenting Parties shall plug and abandon the well at their ssle
cost, risk and expense. 1f any well drilled. reworked, deepened or'plugged back under the provisions
of this Article results in a producer of oil and“or gas in paying quantities, the Consenting Parlies shall
complele and equip the well lo produce at their sole cost and risk, and tha well shall then be turned
over to Operator and shall be operated by it al the expense and for the account of the Consenling Partics.
Upon commencement of operations for the drilling. rewerking, deepening or plugging back of any suchi
well by Consenting Paitics in accordance with the provisions of this Article, cach Non-Consenting Party
shall be deemed to have relinquished to Consenting Parlics, and the Consenting Partles shall own and

~ be cntitled to recelve, In proportion to their respective interests, all of such Non-Consenting Parly's

interest in the well and share of production therefrom until the procceds of the sale of such share,
calculaied, a fth well, or markel value thereof if such sharve is not sold (aftér deducting production
taxes, /r&’ﬂi.'i)erﬁmn?é %yf‘ﬂf and other interesls existing on the effeclive date hereof, payable out of
or measured by Lthe production from such well accruing with respect to such interest until i
shall equal the total of the following:

(a) 100% of esch such Non-Consenting Parly's share of the ccst of any newly acquiredy
cqipment beyond the wellhead connections (inctuding, bul nol limited to, stock tanks, sgbarators,
lresters, pumping equipment and -piping). plus 1009% of cach such Non-Consentlng Parly’s shiije of the
cost of operation of the well commencing with first production and continuing until each i
Consenting Party's relinquished Inlerest shall vevert (o it under other provisions of thig Eepdt
agreed that cach Non-Consenting Party's share of such costx and equipment will be thay i 1 t\which
would have been chargesble to each Non-Consenling Parly had it participated In the'l("‘

ginning of the sperationt and

: . o S TR i s o o
(b).500 % of that portion of the costs and expensex of -drilling reworking, decpeplng.ar.plugging
back. testing and compleling, afler deducting any cash contributions received underl‘Autitlesl NIEEs ond.

-8
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accordanée with the terms of this sgreement and the Accounting Procedure, attached hereto.

S500% of that portion of Gw cost of newly acquired equipment in the well (to and including the well-
head connections), which would have been chargeable to such Non-Consenting Party if it 1.d partici-
pated therein.

Gas production attributable to any Non - Consenting Party's relinquished interest upon such Party's
election, shall be sold to its purchaser, if avallable, under the terms of its existing ¢as sales con-
tract. Such Non - Consenting Party shall direct iis purchaser to remit the proceeds receivable from
such sale direct to"the Consenting Parties until the amounts provided for in this Article are recov-
ered from the Non - Consenting Party's relinquished intersst. If such Non - Consenting Party has not
contructed for sale of its gas at the time such gas is available for delivery, or has not made the elec-
tion as provided above, the Consenting Parties shall own and be entitled to receive and sell such Non-
Consenting Party’s share of gas as hereinabove provided during the recoupment pericd.

During the period of time Consenting Parties are entitled to receive Non-Consenting Party’s share
of production, or the proceeds therefrom senting . Parties shall be responsibie for the payment of
all production, severance, gathering /5113"% C;I:i tgfo.fiagnsd Eﬂf'royauy. averriding royalty and other

burdens applicable to Non-Consenting Party's share of production.

in’the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of
all such equipment shall remain unchanged; and upon abandonment of a well after such reworking,
plugging back or deeper drilling, the Consenting Parties shall account for all such equipment to the
owners thereof, with each party receiving its proportionate part in kind or in value, less cost of
salvage.

Within sixty (66) days after the completion of any:operation under this Article, the party con-
ducting the operations for the Consenting Parties shall furnish each Non-Consenting Party with an in-
ventory of the equipment in and connected to the well, and an itemized statement of the cost of drilling,
deepening, plugging back, testing, completing, and equipping the well for production; or, at its option,

" the operating party, in lieu of an ilemized statement of such costs of operation, may submit a detailed

statement of monthly billings. Each month thereafter, during the time the Consenting Parties are being
reimbursed as provided above, the Party conducting the operations for the Consenting Parties shall furn-
ish the Non-Consenting Farties with an itemized statement of all costs and liabilities incurred in the
operation of the well, together with a statement of the quantity of oil and gas produced from it ”é.ndy the
amount of proceeds realized from the sale of the well's working interest production during the preceding
month, In determining the quantity of oil and gas produced during any month, Consenting Parties
shall use industry accepted methods such as, but not limited to, metering or periodic well tests. Any

" amount realized from the scle or other disposition of equipmehg newly acquired in connection with any

such operation which would have been cwned by a Non-Consenting Party had it participated therein
shal] be credited against the total unreturned costs of the work done and of the equipment purchased,
in determining when ‘the interest of such Non-Consenting Party shall revert to it as above provided;
and if there is a credit balance, it shall be paid to such Non-Consenting party.

It and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest
the amounts provided for above, the relinquished interests of such'Non—anseﬁtldg Party shall auto-
matically revert to it, and."from }'md after such reversion, such Non-Consenting Party shall own the same
interest in such well, the material and equipment in or pertaining thereto, and the production there-
from as such Non-Consenting Party would have been entitled to had it participated. in the drilling,
reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be
charged with and shall pay its proportionate part of the further costs of the operation of said well in

Notwithstanding the provisions of this Article VL.B.2., it is agreed that without the mutuql consent
of all parties, no wells shall be completed in or produced from a source of supply from which a well
located elsewhere on the Contract Area is producing, unless such well conforms to the then-existing
well spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilling of tH&
well described in Article VLA, except (a) when Option 2, Article VILD.1,, has been selected?

VLA,
C. Right te Take Production in Kind:

Each parly shall have the right to take in kind or separately dispose of its prop 2
all oil and ges produred from the Contract Area, exclusive of production which may\k
velopment and producing operations and in preparing and treating oll for mar ;
rroduction unavoidably lost. Any extra expenditure incurred in the taking in king
sition by any party of its proportionate share of the production shall be borne bji=sudh e po
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party taking its share of production in kind shall be required to pay for orly its proportionate share
of such part of Operator's surface facilities which it uses,

Each party shall execute such division orders and contracts as may be neceseary for the sale of its
interest in production from the Contract Area, and. except as provided in Article VILB,, shall be entitled
to receive payment direct from the purchaser thereof for its share of all production,

In the event any party shall fail to make the arrangements necessary {6 take in kind or separately
dispose of its proportionate share of the oil and gas produced from the Contract Area, Operator zhalt have
the right, subject to the revocation at will by the party owning it, but not the obligation, to purchase such
oil and gas or sell it to others at any time and from time to time, for the account of the non-taking
party &t the best price obtainable in the srea for such production. Any such purchase or sale by Op-
erator shall be subject always to the right of the owner of the production to exercise at any time its
right to take in kind, or separately dispose of, its share of all oil and gas not previously delivered to a
purchaser. Any purchase or sale by Operator of any other party's share of oil and gas shall be only for
such reasonabie periods of time as are consistent with the minimum needs of the industry under the
particular circumstances, but in no event for a period in txcess of one (1) year. Notwithstanding the
foregoing, Operator shall noi make a sale, including one into interstate commerce, of any other party's
share of gas production without first giving such other party thirty (30) days notice of such intended

sale.

In the event one or moare parties' separate disposition of its share of the gas causes split-stream de-
liveries to separate pipelines and’or deliveiies which on a day-to-day basis for any reason are not
exactly equal to a party's respectlve proportionate share of tolal gas sales to be allocated to it, the
balancing or accounting between the respective accounts of the parties shall be in accordance with
any Gas Balancing Agreement between the parties hereto, whether such Agreement is attached as
Exhibit “E”, or is a separate Agreement.

D. Access to Coniract Area and Information:

Each party shall have access to the Contract Area at all reasonable times, at its sole risk to inspect
or observe operations, and shall have access at reasonable times to information pertammg to the de-
velopment or cperation thereof, including Operator’s books and records relating thereto. Operator, upon
request, shall furnish each of the other parties with copies of all forms or reports filed with govern-
mentz] agencies, daily drllling reports, well logs, tank tables, daily gauge and run ackets and reports
of stock on hand at the first of each month, and shall make available samples of any ‘cores or cuttings
taken from any well drilled on the Contract Area. The cost of gathering and turnishing information to
Non-Operator, other than that specified above, shall be charged tc the Non-Operator that requests the

information.
E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any weli drilled pursuant to Article VI.B.2, any well
which has been: drilléed under the terms of this agreement and is proposed 1o be completed as a dry hcle
shall not be plugged and abandoned without the consent of all parties. Should Operator, after dxhgent
effort, be unable to ‘contact any party, or should any party fail to reply within forty-eight (48) hours
(exclusive of Saturday, Sunday or legal holidays) after receipt of notice of the proposal to plug and
abandon such well, such parly shali be deelied to have consented to the . proposed abandonmment. All
such wells shall te plugged and abandoned in accordance with appliceble regulations and at the cost,
risk an? expense of the parties who participated in the cost of drilling of such well, Any pgrty who ob-
jects to the pluumg and abandoning such wel! shall have the right to take over the well and conduct
further operanﬁm in search of oil and/or gas subject to the provisions of Article V1B,

- 2. Ahms&nm:nt of Welis t Liat have Produped: - n:xceot for-any well ‘which has been drilled or re- ‘

worked pursuant to Article VI.B.2. hereof for which the Consenting Parties have not been fully reim-

bursed as therein provided, any wel. which has been completed as & producer shall not be plugged and
abandoned without the consent of all parties. If all parties crnsent to such abandonmest, the Wi
be plugged and abandone” in accordance with applicable regulations and at the cost, risk andif
of all the partles hereto. ‘If, within thirty (30) days after receipt of notice of the proposed abarifonment
of such well, ail parties do not agree to the abandonmeht of any well, those wishing to continy
eration shall tender 1o each of the other parties its proportionate share of ‘the value of the well’'gis
material and equipment, determined in accordance with the provisions of Exhibit “C", less the §

cost of salvaging and the estimated cost of plugging and abandoning. Esch abandoning pdlity
ussign 1o the non-abandoning parties, without warranty, express or implied, as to titie ks
quality, or fitness for use of the equipment and materisl, all of its interest in the well t?'_
ment, jogether with its interest in the leaschold c. tate as 1o, but only as 1o, the interval v
formation or formations then open to production. If the interest of the abandoning par(yy)
an oil and gas interest, such party shall execute and deliver to the non-sbandoning paf
oil and gas lease, limited to the interval or intervais of the formation or formations thes

tion, for a term of one year and so long thereafter as oil and/or gas is produced from ¥
-7 -
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written statement concerning the amount of any default.

vals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit
“B”. The assignments or leases 30 limited shall encompass the “diilling unit” upon which the well is
located. The payments by, and the assignments or leases to, the assignees shall be in a ratio based upen
the relationship of their respective percentages of participation in the Contract Area to the aggregate of
the percentages of participation in the Contract Area of all assignees. There shall be no readjustment
of intsrest in the remaining portion of the Contract Area. ,

Thereafter, ubandoning parties shall have no further responsibility, liability, or interest in the op-
eration of or production from the well in the interval or intervals then open other than the royalties
retained in any lease made under the terms of this Article. Upon request, Operator shall continue to
operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
templated by this agreement, plus any additional cost and charges which may arise as the result of
the separate ownership of the assigned well.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Partles:

The liability of the parties shall be several, not joint or collective. Each party shall be responsible
only for its obligations, and shall be liable only for its proportiohate share of the costs of developing
and operating the Contract Area. Accordingly, the liens granted among the parties in Article VILB. are
given to secure only the debts of each severally. It is not the intention of the parties to create, nos shall
this agreement be construed as creating, & mining or ather partnership or association, or to render the
parties liable as partners.

B. Liens and Payment Defaul(s:

Each Non-Operator grants to Operater a lien upon its oil and gas rights in the Contract Area, and a
security interest in its share of oil and/or gas when extracted and its interest in all eqiiipment, to secure
payinent.of its share of expense, together with interest thereon at the rate provided in the Accounting
Procedure attached hereto as Exhibit “C"”, To the exient thai Operator has a security interest under the
Uniform Commercial Code of the State, Operator shall be entitled to exercise the rizhts and remedies
of a secured party under the Code. Th. bringing of a suit and the obtaining of judgment by Operator
for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereof, In addition, upon“t)’:.fault by any Non-
Operator in the payment of its share of expense, Operator shall have the right, without prejudice to
other rights or remedies, to collect from the purchaser the proceeds from the sale of such Non-Operator’s

39 -Jhl;e.,of‘_ﬂll_inﬂmr_,x%:_l!‘nm the amount owed by such Non-Operatar, Lo include interest on the :
40, deficiency and, 1f suit is Drought to collect any deficiency, reasonable attorney's ;

fees, has been paid. Each purchaser shall be entitled to rely upon Operator's

and security interest to the Non-Operators to secure payment of Operator' -
tionate shaze of expense. P . , paym P $ propor

If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of
a statement therefor by Operator, the non-defaulting parties, including Operator, shall, ubbn" request by
Operator, pay the unpaid amount in the proportion that the interest of each such party bears to the'in-
terest of all such parties, Each party so paying its share of the unpaid ‘amount shall, to obtain reimburse-
ment thereof. be subrogated to the security rights described in the foregoing paragraph.

C. Payments and Accounting:

Except as héi‘ein otherwise specifically provided, Operator shall promptly pay and discharye expenses
incurred in the development and operation of thé Contract Area pursuarnt to this agreement and shall
charge each of the parties hereto with their respective proportionste shares upon the expense basis pro-
vided in the Accounting Procedure attached hereto as Exhibit “‘C". Operator shall keep an accurate
record of the joint accournt her:under, showing expenses incurred and charges and credits made and

received.

Operator, at its election, shall have the right from time to time to demand and reccive fom the
other partles payment in advance of their respective shares of the estimaled amount of the e
be incurred in operailons hereunder during the next succeeding m nth, which right may be exercfghd only
by submission to each such party of an itemized statement of such estimated expense, toge 73
an involce for itz share thereof. Each such statement and invoice for the payment in advanc
mated expense shall be submitted on or before the 20th day of the next preceding moptfer e
shail pay to Operutor its proportionate share of such estimate withinthirty(30) dapW/s \r.r s
timate and Invoice is received. If any party fails to pay ils shave of sald estimate wit. q,[ 1
amount due shall bear interest as provided in Exhibit “C until paid. Proper adju¥ting ;

made monthly between advances and actual cxpense to the end that each party shall-bs Paits
proportionate share of actual expenses incurred, and no more. SrEunt Whn S9IHGHIIR0 1 Wrtiny by 1y
Liureican Asvoriatron uf Peitoleum | stsdinen

Operator grants a like lien,
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D. Limitation of Expenditures:

1. Drill or Deepen: Without the consent of all parties, n¢ well shall be drilled-or deepened, ex-
cept any well drilled or deepened pursuant to the provisions of /irticle VI.B.2. of thi:Agreement. it being

understood that the consent to the drilling or deepening shall include:

(B Option No. 2: All necezsary expenditures {ur the drilling or deepening and testing of the well. When
such well has reached its authorized depth, and all tests have been completed, Operator shall give im-
mediate notice to the Non-Operators who have the right to participate in the completion costs. The parties
recelving such notice ‘shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holi-
days) in which to elect to participate in the setling of casing and the completion attempt. Such election,
when made; shall include consent to all necessary expenditures for the completing and equippmg of such
well, including necessary tankage aid/or surface facilities. Failure of any party receiving such notice
to reply within the period above fixed shall constitute an election by that party not to participate in
the cost of the completion attempt. If one or more, but less than all of the parties, elect to set pipe and
to attempt a completion, the provisions of Article VI.B.2, hereof (the phrase “reworking, deepening or
plugging back” as contained in Article V1.B.2. shall be deemed to include “completing”) shall apply to
the operations thereafter conducted by less than all parties,

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged
back except a well reworked or plugged back pursuant to the provisions of Article VI.B.2. of this agree-
ment, it being understood that the consent to the reworking or plugging back of a well shall include
consent 1o all necessary expendiiures in conducting such operations and compleiing and equipping of
said well, including necessary tankage and/or surface facilities.

. 3. Other Operations: Operator shall not undertake any single project reasonably estimated to reqmre
an expenditure in excess of ___TIwenty-five Thousand Dollars ($25,000,00 )
except in connection with a well, the dritling, reworking, deepening, completing, recompleting, or plug-
ging back of which has been previously authorized by or pursuant to this agreement; provided, how-
ever, lhat in case of explosion, fire, flood or ‘other sudden emergency, whether of the same or different
nature, Operator may take such steps and incur such expenses as in its opinion are required to deal with
the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emer-
gency to the other parties. If Operator prepares “Authority for Expenditures” for its own use,
Operator, upon request shall furnish copies of its “Authority for Expenditures” for any:single project -
costing in excess of _____ Fifteen Thousand : Dollars ($15,000.00 -

E. Royalties, Overriding Royalties and Other Payments:

Each party shall pay or deliver, or cause to be paid or delivered, all royalties to the extent of

- wr—e—edue on its share of production and shall hold the other parties free
from sny liability therefor. If the interest of any party in any oil and gas lease covered by this agree-
ment i3 subject fo any royaltly,. overriding royalty, production payment, or other chargé over and above
the aforesaid royalty, such party shall assume and alone bear all such obligations-and ghall account
for or cause to be actounted for, such interest 1o the owners thereof.

No party shall ever be responsible, on any price basis higher than the price received by such party,
to any other party's lessor or royalty owner; and if any such other party's lessor or royalty owner should
demand and receive settlements cn a higher price basis, the party contributing such lease shall bear the
royalty burden insofar as such higher price is concerned.

F. Rentals, Shut-in Well Payments and Minimum Royalties:
Rentals, shut-in well payments and minimum royalties which may be required under the terms of

any lease shall be paid by the party or parties who subjected such lease to this agreement at'iti
oxpense, In the evént two or more parties own and have contributed {nterests in the same leagy

such parllel Any party may request, and shall be cntitled to receive, proper evidence of all I}’\
ments. In the event of fajlure to make proper payment of any rental, shut-in well payment or fiinimum
royalty through mistake or oversight where such payment is required to continue the leasek}
any loss which results from such non-payment shall be borne In ocecordance with the provlnionl

IV.B.2,

Operator shall notify Non-Operator of the anticipated completion of a shut-in gasly
uing in or return to production o! a producing gas weil, al least five (§) days (excludin
day and holidays), or at the earliest opportunity permitted by circumstances, prior
but assumes no Jlability for failure to do so. In the event of failure by Operato
Operator, the loss of any lease contributed hercto by Non-Operator for failure to ma
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of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article
IV.B.3.

G. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad
valorem taxation all property subject to this agreement which by law should be rendered for such
taxes, and it shall pay all siuct taxes assessed thereon before they become delinquent. Prior to the ren-
dition date. each Non-Operator shall furnish Operator information as to burdens (fo include, but not be
limited to, royalties, overrldlng royalties and production payments) on leases and oil and gas interests con-
tributed by such Non-Cperator, If the ass¢ased valuation of any leasehold estate is reduced by reason of its
being subject to outstanding excess royalties, overriding royalties or production payments, the reduction in
ad valorem taxes resulting therefrom shall inure to the benefit of the owner or owners of such leasehold
estate, and Operator shall adjust the charge 1o such owner or owners so as to reflect the benefit of such
reduction. Operator shall bill other parties for their proportionate share of all tax payments in the man-
ner provided in Exhibit’ “C",

If Operator considers any tax assessment improper, Operator may, at its discretion, protest within
the time and manner prescribed by law, and prosecute the protest 1o a final determination, unless ali
parties agree to abandon the protest prior to final determination. During the pendency of administrative
or judicial procecdings, Operator may elect to pay, under protest, all such taxes and any interest and
penalty. When any such protested assessment shall have been finally determined, Operator shall pay
the tax for the joint account, tugether with any interest and penalty accrued, and the total cost shall then
be assessed against the parties, and be paid by them, as. provided in Exhibit “C".

Each party shall pay or cause to be paid all production, severance, gathering and other taxes im-
posed upon or with respect to the production or handling of such party’s share of oil and/or gas pro-
duced under the terms of this agreement.

H. Insurance:

-At alt times while operations are conducted hereunder, Operator shall comply with the Workmen's
Compensatxon Law of the State where the operations are being conducted; provlded however, that Op-
erator may be a self-insurer for liability under said compensation laws in which event the only ‘charge
that shall be made to the joint acéount shall be an amount eguivalent 1o the premium which would have
been paid had such insurance been obtained. Operator shall also carry or provide insurance for the
benefit of the joint zccount of the parties as outlined in Exhibit “D", attached to and made a part hereof.
Operator shall require all contractors sngaged in work 'on o for the C,r‘ract Area to comply with the -
Workmen’s Compensationi Law of the State where the operations are being conducted and to maintain
such other insurance as Operator may require. )

in the ovent Automobile Public Liability Insurance is specified in sald Exhibit “D", or subsequently
receives the approval of the parties, no direct charge shall be made by Operator for premiums paid for
such insurance for Operator's fully owned automotive equipment.

ARTIC' £ VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leascs:

The leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall
not be surrendered in whole or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in“any leas2 or in any portion thereof, and
other partics do not agree or consent thereto, the party desiring to surrender shall assign, without express
or implied warranty of title, all of its interest in such lease, or partion thereof, and any well, inaterial and

assignee shall pay to the party assignor the reasonable salvage value of the latter's intg gk g 1 wells
and equipment on the assigned acreage. The value of all material shall be determinedsin-a ;
with the provisions of Exhibit “C", less the estimated cost of salvaging and the es

ging and abandoning. If the mlqnmeut ia in favor of more than one party, the a
Aivt i Asoacaaizon of Dol Blean Lo
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be shared by the parties assignee in the proportions that the interest of each bears o the interest of all
parties assignee,

Any assignmeiil or surrender made under this provision shall not reduce or change the assignor's or
surrendering parties' interest, as it was immediately before the assignment, in the balanc ‘0l the Contract ,
Area: and the acréage assigned cr sugrendered, and subsequent operations thereon, shall not thereafter
be subject to the terms and provisions of this agreement.

B. " Renewal or Extension of Leases:

_ If any parly secures a renewal of any oil and gas lease subject -to this Agreemeént, gli other parties
shall be notified promptly, and shall have the right for a period of thirty (30) daysf following receipt
of such notice in which to elect to participate in the ownership of the renewal lease, insofar as such
lease affects lands within the Contract Area, by paying to the party who acquired it their several proper
proportionate shares of the acquisition cost allocated to that part of such lease within the Contract Area,
which shall be in proportion to the interests held at that time by the parties in the Contract Area.

If some, but less than all, of the parties elect to pariicipate in the purchase of a renewal lease, it
shall- be owned Ly the parties who elect to participate therein, in a ratio based upon the relationship of
their respective percentage of participation in the Contract Area to the aggregate of the percentages
of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
Any renewal lease in which less than all parties elect to participate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shall be gii:en an assignment, with~
out warranty of title, of its proportionate interest therein by acquiring party.

The provisions of this Article shall apply to renewal leases whether they arc for the entire interest
covered by the expiring lease or cover only a portion of ‘its area or an interest therein. Any renewal lease
taken befoie the expiration of ils predecessor lease, or taken or contracted for withiti six (8) months after
the expiration of the existing lease shall be subject to this provision: but any lease taken or contracted
for more than six (8) months after the expiration of an existing lease shall hot be deemed a renewal
lease and shall not be subject to the provisions of this agreement.

The provisions in this Article shall apply also and in like manner to extensions of oil and gas
leases.

C. Acreage or Cash Contributions:

While this agreement' is in force, if any party contracts for a contribution of cash towardfthé drilling
of a well or any other operation on the Contract Area, such contribution shall be paid to the party who
conducted the drilling or other operauan and shall be applied by it against the cost of such drilling or
other operahon If the- contnbuﬂon be in the form of acreage, the party to whom the contribution is
made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling
Parties in the proportions said Drilling Parties shared the cost of drilling the well. If 2!t parties hereto
are Drilling Parties and accept such tender, such acreage shall become a part of the Contract Area and.
be governed by the provisions of this agreement. If less than all parties herelo are Drilling Parties’and
aceept such tender, such dcreage shall not become a part of the Contract Area. Euch party shall prompt-
ly notify all other parties of all acreage or money contributions it may obtaii in support of any well or
any other operation on the Contract Area. '

If any pﬁrty contracts !on" any consideration relating to disposition of such paztyﬂ share of substances
produced hereunder, such consideration shall not be deemed a contribuuon as contempluted in this
Article VIII.C.

D. Subsequently Cn‘ted Intorest:

v Notwlthntan‘ding the "provisions of Article VIILE. and VIiLG. if any party hereto shall, sul®
to execution ot 13 azreement create an overriding royalty, produclion payment, or net proce ot

created interest shall be specifically made subject to oll of the terms and provisions of this ngre
follows: \

1. It non-consent operations are conducted pursuant to any provision of this agreement d the
party conducting such operativns becomes entitled to receive the production attributab ‘{K’% terest
out of which the subsequently created Interest is derived, such party shall receive sa u‘ckm
of such :zubsequently created interest. The party creating some shall bear and pay all u Igu ently

created interests and shall indemnify and hold the other parties herelo free and harmledg &mn;\. 26 und
all liability resulting therefrom. [eee 'mmdu,w\n ;

D ahrR tuthebd i it by
Aahnulnwgmu”‘hetﬁlmc*
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Operator. :

"1, Subtitle “A”, of the Internal Revenue Code of 1854, as permilled and authorized by

2. If the owner of the interest from which the subsequently created interest is derived (1) fails to
pay. when due, its share of expenses chargeable hereunder, or (2) elects to abandon a well under pro-
visions of Article VLE. hereof, or (3) elects to su‘iren_dut a lease under provisions of Article VIILA,
hereof, the subsequently created interest shall be chargeable with the pro rata portion of all expenses
hereunder in the same manner as if such interest were a working interest. For purposes of collecting
such chargeable expenses, the party or parties who receive assignments as a result of (2) or (3) sbove
shall have the right to enforce ail provisions of Article VILB, hereof against such subsequently created

interest.
E. Maintenance of Uniform Interest:

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests
covered by this agreement. and notwithstanding any other provisions to the conirary, no party shall
sell, encumber, transfer or make other disposition of its interest in the leases embraced within the Con-
tract Area and in wells. equipment and production unless such disposition covers either: :

1. the entire interest of the party in all leases and equipment and production; or

2. an equal undivided interest in all leases and equipment and production in the Contract Area.

Every such sale, encumbrance, transfer or other disposition made by any porty shall be made ex-
pressly suuject to this agreement, and shall be made without prejudice to the right of the other parties.

¥ time the interest of any party is dwxded am:ng and owned by four or more co-owners,
“its discretion, may require such co-owners to appoint a single ‘trustée or agent with full
authority to receive notices, approve expenditures, receive billings for and approve and pay such’ party's:.
share of the joint éxpenses, and to deal generally with, and with power to bind, the co-owners of such
party’s interests wnthm the scope of the operations embraced in this agreement; however, all such
co-owners shall havo the right to enter into and execute all contracts or agreements for the disposition
of their respective shares of the oil snd gas produced from the Contract Area and they shall have the

<

‘right to receive, separately, payment of the sale proceeds hereof.

F. quver of Right te Partition:

If permitted by the laws of the state or states in which the property covered hereby is located, each
party hereto owning an undivided interest in the Contract Area waives any and all rights it may have
to partition and have set aside to it in severalty its undivided interest therein.

Should an ty desne io sell all or any part of its interests under this agreement, or its rights and
interests in the Cont¥ rea, it shall promptly give written notice to the other parties, with full infor-
mation concerning its propose e, whxch shall include the name and addyess of the prospective pur-
chaser (who must be ready, wxlling a able topurchase), the-purchase price, and all- other: terms of
the offer. The ot‘xe) parties shall then have ptional prior right, for a period of ten (10) days after
receipt of the notice. io purchase on the same terms & aditions the interest which the other purty

* proposes to sell: and, if this optional right is exercised, the hasing parties shall share the pur-

chased interest ih ‘the proportions that the interest of each hears to tal interest of all purchasing
parties. - However, there shall be no preferﬂnhal right to purchase in those casé ere any party wishes .
to mortgage its mterests or to dispose of its interests by mergeyr, teorganization, con tion, or sale
of all or substantially all of its assets to a subsidiary or parent company or to a subsxdian%&gnt

La

o ARTICLE IX.
' INTERNAL REVENUE CODE ELECTION

'I‘his agreement is not intended to create, and shall not be cunstrued to create, a relationship »
nership or an association for protit between or among the parties hereto, Notwithstanding &

agreement and operations heleunder shall not constitute a partnership, if, for Federal incom
poscs, thls agreement and the aperations hereunder are regarded as a pavinership, each part)
affected elects to be excluded from the application of all of the provisions of Subchapter “K"

the Code and the regulations promulguted thercunder. Operator Is authorized and directed
behalf of each party hereby affected such evidence of this clection as may be lequh-ed b
of the Treasury of the United Slatcs or the l-‘edcral Intérnal Revenue Service, includin

this clection, each such party shall execute such documents and furnish such other videnwimy'bei

tions 1.761. Should there be any xequtmmcnt that ecach pal ty hereby affected give "Eﬂ
thiFeleeon™ No*

required by the Federal Internal Revenue Service or as may be necessary lo evide
-12-
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" industrial _disturbance, ‘act of the public enemy, war, blockade, public rict, lightning, tire, storm, flood,

- whom the notice i3 gwen at the: addresses listed on Exhibit “A”. ‘The originating notice given under any

_ terests subjected herele for the period of time selecied below; provided, however, no party he

(- - S’

such party shall give any notices or take any other action inconsistent with the election made hereby.
If any present or future income tax laws of the state or states in which the Contract Area is located or
any future income tax laws of the United States contain provisions similar to those in Subchapter “K",
Chapter 1. Subtitle “A"”, of the Internal Revenue Code of 1854, under which an election similar to that
provided by Section 761 of the Code is permitted, each party hereby affected shall make such election a3
may be permitted or required by such laws. In making the foregoing election, each such party states that
ihe income derived by such party from Operations hereunder can be adequately determined without the
computation of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any single damage claiin or suit arising from operations hereunder if the ex-

penditure does not exceed ___ Five Thousand __Dollars
($_5,000. 00 . ) and if the payment is in complete settlement of such claim or suit. If the amount

required foi seétilement exceeds the above amount, the parties ,heretq»shall assume and take over the
further handling of the claim or suit, unless such authority is delegated to Operator. All costs and ex-
pense of handling, settling, or otherwise discharging such claim or suit shall be at the jcint expense
of the parties. If a claim is made against any party or if any party is ied on account of any matter
arising ‘1rom cperations hereunder over which such individual has no contral because of the rights given
Operatoy bx this agreement, the party shall immediately notify Operator, and the claim or suit shall
be treated as any other claim or suit involving operations hereunder.

ARTICLE XI.
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations
under thxs agreement, other than the obligation to make money payments, that party sha]l give to all
other partzes prompt written notice of the force majeure with reasonably full partxcu]ars concermnz it;
thereupon, the obligations of the party giving the notice, so far as they are affected by the force majeure,
shall be suspended during,’ L. no longer than, the contintiance of the force majeure. The affected party
shall use all reasonable diligence to remove the force majeure situation as quickly as practicable.

7 The' requirement that any force majeure shall be remedied with all reasonable dispatich shall ‘not
require the settlement of strikes, lockouts, or other labor difficulty by the party involved, contrary to its
wishes; how all such d)ft‘lculhes shall be handlcd shall be entirely within the dlscretion of the party
concerned,

The term *force majeure”, as here employed, shall mean an act of God, strike, lockout, or other

explosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment,
and any other cause, whether of the kind specifically enumerated above or otherwise, which is not
riasonably within the control of the party claiming suspension, :

ARTICLE XII
NOTICES

ARl notices authorized or required between the parties, and required by any of the provisions of
this . agreement. Unless otherwise specifically provided, shail be given in writing by United States mail
or Westérn Union telezram, postage or charges prepaid, or by teletype, cnd: addresscd to the party to

provision hereof shall be deemed given only when received by the party to whom such notice is directed,
and the time for such party io give any notice in response thereto shall run from the date the originat-
ing notice is received. The second or any responsive notice shall be deemad given when deposited in
the United States mail or with the Western Union Telegraph Company, with postage or charges prepald,
or when sent by teletype. Each party shall have the right to change {ts address at any time, nnd from
time tu time, by giving written notice hereof to all othen partles,

ARTICLE XHI.
TERM OF AGREEMENT

This agreemeni shall remain in full force and effect as to the oll and gas lcases And/or oil a as in-

‘.n‘ shall
ever be construed as having any right, tille or interest in or lo any lease, or oll and gaESihA%] ir" con-
tributed by any other party beyond the term of this agreement.

- ."‘F,r v

mmmamm

tmued in rorce as to any par of the won ; hathar by nrodu lion. extemio

~13-
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‘noted rules, rulings, regulatxons or crders, togecher with the non-operators'

. ~—

X Option No. 2: In the event the well described in Article VLA., or any subsequent well drilled
under any provision of this agreement, results in production of oil and ‘or gas in naying quantities, this
agreement shall continue in force so long as any such well or wells produce, or are capable of produc-
tion, and for an additional period of __180 days from cessation of all production; provided, however,
if, prior to the expiration of ‘such additional period, one or more of the parties licrelo are engaged in
drilling or reworking a well or wells hereunder, this agreement shall continue in forée until such op-
erations have been compieted and if production results therefrom, this agreement shall continue in
force as provided herein. In the event the well described in Article VILA. or any subsequeni well
drilled hereunder. results in a dry hole, and no other well is producing, or capable of producing oil
and or gas from the Contract Area, this agreement shall terminate unless drilling or reworking opera-
tions are commenced within _180 ___days {rom the date of abandonment of said weil,

It is agreed, however, that the termination of this agreement shall not relieve Sny party hereto from
any liability which has accrued o: ailached prior to the date of such termination.

ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in which the commiited
acreage is located, to the valid rules, regulations, and orders of any duly constituted regulatory body of
said state: and to all other applicable federal, state, and local laws, ordinances, rules, regulations, and
orders. Hoaever, non-operators agree to release operator from any and all losses,
“"damages, injuries, claims and causes of action ansmg out of incident to or
‘resulting directly or indirvectly from operator's mterpretacxon or application
of rules, rulings, regulations or orders of the epartmént of Energy, Federal
Energy Regulatory Commission or ptedﬁcessor agencies to thi” extent operator's
interpretation or application of such rules, rulings, regulations or orders were
made in good faith. Non-operators further agrée to reimburse operator for their
propertionate sharz of any amounts operator may be required to refund, rebate
or pay as a result of an incorrect interpretation or application of the above

proportionate part of interest and penalties owing by operator as a result of
such incorrect interpretation or application of such rules, regulations or orders.

B. coVERNrNc LAW:

The essential validity of this agreement and all matters pertaining thereto,
including, but not limited to, matters of perfurmance, breach, remedies, procedures,
rights, duties and mterpretatxon or construction, shall be governed and deter-
mined by the law of the state in which the Contract Area is located. If the
Contract Area is in two or more states, the law of the state where most of the
land in the Contract Area is located shall govern.

ARTICLE XV
OTHER PROVISIONS

A, SUBSTITUTE WELL:

1, If, in the drilling of the Initial Well, Opetator loses the hole or encounters
mechanical diffxcultles rendering it impracticable, in the opinion of Operator,

to drill the well to the Objective Depth, then and in any of such events on or
before sixty (60) days after completion of the Initial Well, Operator shall have
the option to commence the actual drilling of another well (Subatitute Well) at

a lawful location of Operator's selection on the Unit Area, and prosecutefthe
drilling of said well with due diligeace and in & good and workmanlike
the Objective Depth., For all purposes of this agreement, the drilling o
Substitute Well shall be considered as the drilling of the Initial Well.

2. Any provision hereim concerning the Initial Well shall also apply to
Substitute Well, and any provision hcrein excepting the Initial Well sha
except the Substitute Hell. -

Uni £ Wt Aoty s 13 gsh b d
tarenl when Bathorred ia weitiny by T
Augsicat Arvicishon ol Pobolewt Lindins
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ARTICLE XVI.
MISCELLANEOUS

This agreement shall be binding upon and shali inure to the benefit of the parties hereto and to their
respettive heirs, devisees, legal representatives, successors and assigns.

This instrument may be executed in any number of counterparts, each of which shall be considered
an original for all purposes,

IN WITNESS WHEREOF, this agreement shall be effective as of __15th day of___January
19_82. _ 4

OPERATOR
ATTEST: ' HARVEY E. YATES COMPANY
By ‘
Secretary President

NON-OPERATORS

ATTEST: SPIRAL, 'ING.
By:
Secretary President
ATTEST: ’ EXPLORERS PETROLEUM CORPORATION
By:
Secretary , President
ATTEST: FRED G. YATES, INC.
By: _
Secretary President T
ATTEST: YATES ENERGY CORPORATION
f By:
; Secretary President
WITNESS:

POWHATAN CARTER

WITNESS:

ANDERSON CARTER

Use ot tes Womtityg
ey ey aethereed o wining by O
Aoricin Aavaciatoon of Peneieon | sadonm {
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STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
The foregoing instrument was ackiowledged before me this day of

s 1982, by GEORGE M. YATES, President of HARVEY E. YATES COMPANY, a
Hew Mexico Corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )

The foregoing instrument was acknowledged before me this . day of
» 1982, by HARVEY E, YATES, President of SPIRAL, INC., a New

Mexico Corporation, on behalf ox said corporation,

My Commission Expires:

Notary Public

STATE OF NEW MEXICO )
‘ , ) 8s
COUNTY OF CHAVES )
The foregoing iastrument was aékncvledged before ma this day of

» 1982, by GEORGE M. YATES, President of EXPLORERS PETROLEUM
CORPORATION, a New Mexico Corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF NEW MEXICO . ) '
) ss
COUNTY OF CHAVES )
The foregozng irnstrument was'ackuowledged before me this day of

» 1982, by FRED G, YATES, President of FRED G. YATES, INC., a
New Mexico Corporation, on behalf of said corporatioi.

My Cormission Expires:

Notary Public‘

STATE OF Nt MEXICO )
;. , ) 88
COUNTY OF CHAVES )
The foregoing instrument was acknowledged before me this day of

,» 1982, by FRED G, YATES, President of YATES ENERGY CORPORATION,
a New Mexlco Corporatxon. on behalf of said corpotatian.

My Commission Expires:

Notary Publlc




HEYCO REF: 9169

STATE OF NEW MEXICO )
) ss
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
» 1982, by POWHATAN CARIER,

My Commission Expires:

Notary Public

: STATE PF NEW MEXICO )
& ) ss
COUNTY OF )

The foregoing instrument was akcnowledged before me this day of
» 1982, by ANDERSON CARTER.

My Commission Expires:

Notary Publie

.4{‘_»\1 5
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THE OPERATING AGREEMENT
DATED JANUARY 15, 1982,
BETWEEN HARVEY E. YATES COMPANY AS OPERATOR
AND OTHER PARTIES SIGNATORY THERETC AS NON~-OPERATORS

1. LANDS SUBJECT TO CONTRACT:

Township 11 South, Range 31 East, N.M.P.M,

Section 21: E/Z
Chaves County, New Mexico
Containing 320.0 acres, more or less

2. RESTRICTIONS AS TO FORMATIONS AND DEPTH:

All depths

3. PERCENTAGE INTERESTS O¢ THE 2ARTIES TO THIS AGREEMENT:

NAME WORKING INTZREST

Harvey E, Yates Company 44.093024%
Yates Energy Corporation 21.584059%
Spiral, Inc. : , g 5.885417%
Explorers Petroleum Corporation 5.885417%
Fred G. Yates, Inc. 5.8854172
Powhatan Carter 8.3333337%
Anderson Carter . 8.3333332

100.000000;;

4, OIL AND GAS LEASES AND/OR OIL AND GAS INTERESTS SUBJECT TO THIS AGREEMENT:

&, Oilland Gas Leage dated April 1, 1981, by and between Lorene Whitley
Longwell as Lessor, and Harvey E. Yates Company as Lessee; insofar
as a portion of said lease covers the following desceibed lands

situated in Chaves County, New Mexico:
Township 11 South, Range 31 East, N.M.P.M.

Section 21: E/2

Containing 320.0 acres, more or less
(HEYCO REF: PBE-3736)

b. 0il and Gas Lease dated'Aprii 7, 1981, by and between Larry D. Whitley
as Lessor, and Harvey E. Yates Company as Lessee; insofar as a portion
of gaid lease covers the following describsd lands situated in Chaves

County, New Mexico:
Township 11 South, Range 31 East, N.M.P-M,

Section 21: g/2

Contsining 320.C acres, more or less
(HEYCO REF: PBE~3737)

c. Oilﬁahd Gas Lease dated April 1, 1981, by and between Thomas W. Evans,
et al as Lessors, and Harvey E. Yates Company as Lessee; insofar as a
portion of said lease covers the following described lands situated

in Chaves County, New Hexico:
Townsﬂip 11 South, Range 31 Bast, N.M,P.M,
Section 21: E/2

Containing 320.0 acres, more or less
(HEYCO REF: PBE-3738)

SARE L g
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HEYCO REF: 9169

0il and Gas Lease dated April 7, 1981, by and betwveen Dixie Eileen
Whitley Wilda as Lesgor and Harvey E. Yates Company as Lessee; in-
sofar as 2 portion of said lease covers the following described lands
situated in Chaves County, New Mexico:

Township 11 South, Range 31 East, N.M.P.M.

Section 21: B/2

Coataining 320.0 acres, more or legs
(HEYCO REF: PBE-3761)

0il and Gas Lease dated April 7, 1981, by and between Loretta Mildred
Whitizy Wilson as Lessor and Harvey B. Yuten Company as Lessee; in~
sofar as & portion of said lease covers the following described lands
situated in Chaves County, New Mexico:

Township 11 South, Range 31 East, N.M.P.M.
Section 21: E/Z

Containing 320.0 acres. more or less
(HEYCO REF: PBE-3762)

0il and Gas Lease dated March 13, 1981, by and between Lindz ‘Allison
Wright as Lessor and Harvey €. Yates Company as Lessee; insofar as

a portion of said lease covers the following described lands situated
in Chaves County, Mew Mexico:

Township 11 South, Range 31 East, N.M.P.M,
Section 21: E/2

Containing 320.0 acres, more or less
(HEYCO REF: PBE-3697)

0il and Gas Lease dated March 24, 1981, by and between Johnson Properties,
a limited partnership us Lessorz and Hawvey E. Yates Company as Lessee;
insofar as said lease covers the followzng desctxbed lands situated in
Chaves COunty, New Mexico:

Township 11 South, Rauge 31 East, N.M.P.M.
Saction 21: E/2

'Containing 320.0‘a¢tes, more or less
(HEYCO REF: PBE-3707)

0il and Gas Lease dated July 13, 1978, hy and between Security National
Bank of Roswell, Trustee for the Emma A;,lson Test. Trust as Lessors,
and Harvey E. Yaies Compary as Lessee, insofar as a- port:on of said
leagse covers the following described lands situated in Chaves County,
New uaxxco. -

Township 11 South, Range 31 East, N,.M.P.M.

Sectlon 21: E/2

COntaxning 320.0 acres, more or Iess
‘(HEYCO REF: PBE-ZDSZ)

0il and Gas Lease dated July 18, 1978, by and between Pauline D. Allison
as Lessor and Harvey E, Yates Cotipany as Lessee; insofar as a portion of
said lease covers the following described lands situated in Chaves
County, New Mexico:

Township 11 South, Range 31 East, N.M.P.M,

Section 21: B/2

Containing 320.0 acres, more or less
(HEYCO REF: PBE-2059)




k.

0il and Gas lease dated July 7, 1978, by and between Eugene Allison
as Lessor and Harvey E. Yates Company as Lessee; insofar as a
portion of said lesse covers the following described lands gituated
in Chaves County, New Maxico:

Towuship 11 South, Range 31 East, W.M.P.M.

Section 21: E/2

COncaining 320.0:acres. more or less
(HEYCO -REF: PBE-2069)

0il and Gas Lease dated July 1, 1981 by and between the iiis; National

_ Bank of Reswell, Trustee U/W of Loretta Proctor, deceased as Lessors

1.

me.

and Harvey E. Yates Company as Lessee; insofar as a portion of said
lease covers the following described lands situated in Chaves County,
Hew Mexico:
Township 11 South, Range 31 East, N.M.P.M.
Section 21: E/2

‘Containing 320.0 acres, more or less
(HEYCO REF: PBE-3841)

0il and Gas Lease dated April 7, 1981, by and between Theresa Arliss
Whitley Smith as Lessor and Harvey E. Yates Company as Lesse=; insofar
as a portlon of said lease covers the followii:] described lands situ-
ated in Chaves County, New Mexico:

Township 11 South, Range 31 East, N.M.P.M,
Section 21: E/2

Containing 320.0 acres, more or less
(HEYCO REF: PBE~3777)

Unieased 0il and gas interest owned by Powhatan Carter and Anderson
Carter, insofar as said interest covers the following descrxbed lands
gituated in Chaves County, New Mexico:

Township 11 South, Range 31 East, N.M.P.M.
Scction 21: E/2 \
COntaining 320.0 Jac¢res, more or less
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EXHIBIT “c*”

Attached to and made a part of the Operating Agreement
nuarxy 15, 1982,

by and bvetween HARVEY E. YATES COMPANY, as Operator and
other signatory parties thereto as Non-Operators

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

Definitions v
“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting
Procedure is attached,

“Joint ‘Operations” shall mean all oparations necessary or proper for the development, operation, protection and
maintenance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint.
Operations and which are to be shared by the Parties. ;

“Operator” shall mean the party designated to conduct the Joint QOperations.

“Non-Operators” shall mean the parties to this agreement other than the Operator.

“Parties” shall mean Operator and Non-QOperators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or contract labor directly employcd on the Joint Property in a tield operat-

ing capacity.

“Technical ' Employees” shall mean those employees having special and specific engineering, geological or other
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi-
tions and problems for the benefit of the Joint Property,

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property. e sipment or supplies acquired or held for use on the Joint Property.

“Coptroﬂable Matérial” shall mean Material which at tha time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Statemont and Biilings ’

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the
Joint Account for the preceding month,  Such bills will be uccompanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classiticaticas of in-
vestment «h. expense except that items of Controllable Material and unusual charges and credits shall be sep-

arately identified and fully described in detail. ,

Advances and Payments by Non-Operators B

Unless otherwise provided for in the agreement, the Operator may requirs the Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation. Operator shall adjust each monthly billing .
to reflect advances received from the Non-Operators. . ,

Each Non-Operator shall pay its proportion of all Lills within thirty(30)days after receipt. 1t payment is not
made within such time, the unpajd balance shall bear interest monthly at the rate of twelve percent (12%) per
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, plus attorney’s fees, court costs, and other costs in connection with
the collection of unpaid amounts. ( - .

Adjustments , . R
Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the comect-
ness thereof; provided, however, all bills angd statements rendered to Non-Operators by Operator during any
calendar year shall conclusively be présumed to e true and correct alter 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
writter, exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical Inventory nf Controllable Material as provided for in Section V.,

Audits :
A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ops-
rator's accounts and records relating to the Joint Account for any ¢alendar year within the twenty-four (24) month
period following the end of such calendsr year; provided, however, the making of an audit shall not extend the
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this
Sestion , Where there are two or more Non-Operalsss, the Non-Operators shall make every reasonable effort to
conduct joint or simultaneous sudits in a manner which will result in a minimum of inconvenience to the Opera-
tor. Operator shall 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 Accounting Procedure is attached contains

no contrary provisions in regard thereto, Operator shall notity all Non-Operators of the Operator's proposal, and
the agreement or approval of a majority in interest of the Non-Operators shall be{ controlling on all Non Opera-

tors.

-1 —




(PR
1. DIRECT CHARGES

Operator shall charge the Joint Account with the foliowing items:

1. Rentals and Royalties
Lease rentals and royalties paid by Operator for the Joint Operations.

2. Labor
A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct
of Joint Operations.
(2) Salaries of First Level Supervisors in the field,
(3) Salaries and wages of Technical Employees directly employed on the Joint Property it such charges are
excluded from ;he Overhead rates. .
B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to
employees whose salaries and wages are chargeable to the Joint Acecount under Paragraph 2A of this Section ,
1. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as-
sessment” on the amount of salaries and wages chargeable to the Joint Account under Parsgripgh 2A of this
Section II. If percentage assessment is used, the rate shall be based on the Operalor’s cost experience.
C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator’s costs chiargeable to the Joint Account under Paragraphs ZA and ZB o? this Sec-
- tion II '
D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this Section II.

3. Employee Benefits
Operator's current costs of established plans for employves’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II shall be Operator's actual

cost not to exceed twenty per cent (20%).

4. Material
Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only
such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use
and is reasonably practical and consistent with efficient and economical operations. The accumulation of sur-

plus stocks shall be avoided.

§. Transportation » ‘
Transporlation of employees and Material necessary for the Joint Operations but subject to the following limita-
tions: ' .

A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearesi reliable supply store,
recognized barge terminal, or railway receiving point where like matérial is normally available, unless agreed
to by the Parties. » ,

B. If surplus Material is moved to Operator's warehouse or other storage point;, no charge shall be made to the
Joint ‘Account for a distance greater than the distance *o the nearest relisble supply store, recognized barge
terminal, or railway recelving point unless agreed to by the Parties. No charge shall be made to the Joint Ac-
count for moving Material to other properties belonging to Operator, unless agreed to by the Parties.

C. In the application of Subparagraphs A and B ahove, there shall be no equalization of actual gross trucking cost
of $200 or lesz excluding accessorial charges.

8. Services ‘
The cost of contract services, equipment and utilities ‘provided by outside, sources, except services excluded by
Paragraph 9 of Section 1f and Paragraph 1. ii of' Section III. The cost of professional consultant services and con-
tract services of technical personnel directly engaged on the Joint Property if such charges ‘are excluded from the
Overhead rates. The cost of professional consultant services or contract services of technical pérsor‘in“el‘ not di-
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by

the Partics.

7. Equipment and Facilities Furnished by Operator N : -

A. Operator shall charge the Joint Account for use of Operatoi owned equipment and facilities at rates com-
mensurate with costs of ownership and operation. Such rates shall include costs cf maintenance, repairs, other
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (8%)
per anpum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area
of the Joint Property.

B.. In lieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in -
the immediate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates
published by the Petroleum Motor Transport ‘Association,

8. Damages and Losses to Joint Property ‘ N ‘
All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam-
ages or losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operalor's
gross negligence or wiliful misconduct. Operator shall furnish Non-Operator writtén notice of damages or losses
fncurred as soon as practicable after a report therenf has been received by Operator,

9. Logai Expense

A. Expense of handling, inveatigating and settling litigation or claims, discharging of liens, paymeni of judgments
and amounts paid for settlement of claims incurred in or resulling from operations under the agreement or
necessary o protect or recover the Joint Property, except that no charge for services of Operator’s legal staff
‘or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. .1l other legal
expense is considered to be covered by the overhead provisions of Section’ III unless otherwise agreed to by the
Parties, except as provided In Section I, Paragraph 3.

B. Expenses incurred by Operator in representing the Joint Property at hearings or pro-

ceedings before state or federal regulatory or administrative agencies.
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Taxes

All taxes of every kind and nature sssessed or levied upon or in connection with the Joint Property, the opera-
tion ‘thereol or the production therefrom, and which taxes have been paid by the Operat.or for the benefit of the
Parties«

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
men’s Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
include tke risk under its self-insurance program and in that event, Operator shau include a charge at Operator's
cost not to exceed manual rates.

Other Expenditures

Any other expenditure not covered or deait with in the foregoing provisions of this Section II, or tn Section III,
and which is incurred by the Operator in the ne~essary and proper conduct of the Joint Operations

III. OVERHEAD

Overhead - Drilling and Producing Qperations »
i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either:
( X ) Fixed Rate Basis, Paragraph 14, or
( ) Percentage Basis, Pgragraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of a]l personnel, except those d:recuy chargeable
under Paragraph 2A, Section II. The cost and expciise of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
a¢ included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Accou’:”
if. The salaries, wages and Personal Expenses of Technical Employees and/or the coé: of proiess:onal consultant
services and contract services of technical personnel directly employed on the Joint Property shall { ) shall
not { X) be covered by the Overhead rates. ’

A, Overhesd - Fixed Rate Basis

{1) Operator shall charge the Joi?WoMng rates per well per month:
Drilling Well $_4 .00 l

Producing WelY Rate §$_400.00
(2) Application of OverA¥ad = Fixed Rate Basis shall be as follows:

(a) Drilling Well Rate
[1] Charges for. onshore drilling wells shall begln on the date the well is spudded and termxnate on
‘the date the drilling or completion rig is released, whichever is later, except that no charge shall
be made during suspension of drilling operations for fifteen {15) or more consecuuve days.

(2] Charges for offshore arilling wells shall begin on the date when drilling or compxetion equipment
arrives on location and terminate on the date the drilling or completion equipment moves off loca-
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen-
sion of drilling operations for fifteen (15) or more consecutive days

[3) Charges for wells undergoing any -iype of workover or recompletion for a period of fxve (5) con-
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for
the period from date workover operaiions, with rig, commence through date of tig release, except
that uo cherge shall be made during stuspension ot Operat:ons for tifteen {15) or more consecutive
days. .

(b} Producing Well Rates

[1] Ar-active well either produced or injerted into for any portion of the month ghall be consldered
as a one-well charge for the entu-e month.’

[2} Each active completlon ina mulh-completcd well in which’ production is not commlngled down
hole shall be considered as a one-well charge providing each complétion is considered a separate
well by the governing regulatory authority.

[3] An Inactive gas well shut in because of overpreduction or failure oi purchaser to take the produc-
tion shall be considered as a one-well charge providing the gas well is directly connected to & per-

. manent sales outlét,

[4] A one-well charge may be made for the ‘month in whlch pluuing and abandonment operntiom
are comple.cd on any well.

(6] All other inactive wells (including but not limited to inactive wells covered by uuft allcwable,
lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of Aprll each year following the eff:ctive date of the
agreement to which this Accounting Procedure is attached, The adjustment shall be computed. by multi-
plying the rate currently in use by ihe percentage increase or decrease in:the n*jrage weekly earnings of
Crude Petroleum znu Gas Production Workers for the last calendar year compared to the calendar ycar
preceding as shown by the index of average weekly earnings of Crude Petroleuin and Gas Fields Produc.
tion Workers as published by the United Statee Depariment of Labor, Bureau of Labor Statistics, or the -
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be
the rates currently in use, plua or minus the computed adjustment.
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B. Overhead - Percentage Basis
(1) Operator sha!l charge the Joint Account at the following rates:

{a) Development

Percent ( %) of the cost of Developme f the Joint Property exclusive of costs
provided under Paragraph 2 of Scotion II and ald salvage or cd

(b) Operating .
———_Percent ( %) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Section II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
eral interest in and to the Joint Property.

(2) Application of Overhead - Percentage Basis shall be as follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pieted as a producer, and original cost of construction or installation of fixed ussets, the expansicn of fixed
assets and any other project clearly discernible as a fixed asset, except Major Constructxon as defined in
Paragraph 2 of this Section III. All other costs shall be considered as Operating.

2. Overhead - Major Construction
To comper{sate‘ Operator fo: overhead costs incurred in the construction and installation of fixed assets, the ex-
pansion of fixed assets, and any other project clearly discernible as a fixed asset requjred for the development and
operation ¢f the Joint Property, Onerutor shall either negotiate a rate prior to the beginning of construction, or shall
charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess

of §

A. _* % of total costs if such costs are more than $___ % but less than § * : plus
B. _* ___9% of total costs in excess of $ * but less than $3,000,000; plus
C. _* 9 of total costs in excess of $1,000,000.

Total cost shall mean the gross cost of any ‘one project.: For the purpose of this pdragraph, the component parts
of a single project shall not be treated separately and the ccst of drilling and workover wells shall be excluded.

3. Amendment of Rates *TO BE NEGOTIATED

The Overhead rates provided for in this Section Il may be amended from time to time only by mutual agreement
between the Farties hzreto if, in practice, the rates are found to be insufficient or excessive.

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator ‘is responsible for Ji mt Account Material and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
ever,‘at Operator's option, such Material may be supplied by the Non-Operator. Operator shall make timely dlSpOSlthn
of idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in
kind, or sale to outsiders.. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera-
tors in ‘surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera-

tor shall be agreed to by the Parties.

1. Purchases
Material purchased shall be charged at the price paid by Ope¢rator after deduction of alt discounts received. In case
of Material found to be defective or returned to vendor for any other reason, credit shall be passed to the Joint

Account when adjustment has been received by the Operator.

2. Transfers and Dispositions
Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the
Operator, unless otherwise ugzeed to by the Partnes, shall be priced on the following bases exclusive of cash dis-

counts:

A. New Material (Congdition A)

(1) Tubular goods, except line pipe, shall be priced at tie current new price in effect on date of movement on a
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest
published price f.o.b. rajlway receiving point or recognized barge terminal nearest the Joint Property
where such Material is normally aveailable.

(2) Line Pipe ‘
(a) Movement of less than 30,000 pounds shall be priced at the curcent new price, in effect at datc of
movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor-

mally available,
(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para-
graph 2A (1) of this Section 1V,

(3) Other Material shall be priced at the current new price, in effect at date of movement as listed by a reliable
supply. store or f.0.b. rallway receivlng point nearest the Joint Property where such Materlal is normally

available,
B. Good Uier Material (Condition B)
Material in sound and serviceable condition and suitable for reuse without reconditioning:

(1) Material moved to the Joint Property
"(a) At ceventy-five percent (759 ) of current new price, as delermined by Paragraph 2A of this Section IV:

(2) Material moved from the Joint Property
(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV,
if Material wus origihally charged 1o the Joint Accounl a8 new Material, or
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(b) at sixty-five percent (65%) of curvent new price, as determined by Paragraph 2A of this Section
1V, if Materia! was originally charged to the Joint Account as good used Material at seventy-five per-
cent (75%) of current new price.

The cost of reconditioning, if any, shall be absorbed by the transferring property.

C. Other Used Matarial {Condition C and D)

1)’ Condjtion
Material which is not in sound and serviceable condition and not suitable for its original functicn wntil
after reconditioning shall' be priced at fifty percent (50%) of current new price as determined by Para-
graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, p-a-
vided Condxtxon C value plus cost of reconditioning does not exceed Condition B value.

(2) Condition D
All other Mate-ial, including junk, shali be priced at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be
priced on a basis comparable with that of jtéms normally used for such other purpose, Operator may dis-
pose.of Condition D Material under procedures normally ‘utilized by the Operator without pnor approval

- of Non-Operators.

D. Obsolete Matenal : 7
Material which is serviceable and usable for its o”rigim‘{l function but condition and/or value of such Material
_is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by
the Parties. Such price should result in the Joint Account bemg charged ‘with' the value of the service ren-
fdered by such Material,

- E. Pricing Conditions
(1) Loading and unloadmg costs may be charged to the Joint Account at the rate of fifteen cents (15¢) per
hundred weight on all tubular gonds movements, in lieu of loadmg and unloading custs sustained, when
actual haulmg cost of such tubular goods are equalized under provisions of Paragraph § ¢f Section II,
2) Material involving erection cos*s shall be charged at applicable percentage of the current knocked-down
price of new Material.

3. Prenmilum Prices

Whenever Materisl is not readily obtainable at published or listed prices because of ‘national emergencies, strikes
or other unusual causes over whicli the Operator has no control, the Operator may charge the Joint Account for the
required Material at the Operator’s actual cost incurred in prov1dmg such Material, in making it suitable for use,
and in movmg it to the Joint Property; provided noticé in writing is furnished to Non-Opefators of the praposed
charge prior to billing Non-Opéerators for such Material. Each Non-Operator shall have the right, by so electing and
notifying Operatlor within {en days after receiving notice from Operator, to furnish in kind all or part of his share
of such Material suitable for use and acceptable to Operator.

4. Warraniy of Material Furnished by Operator ;
Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the
Jaint Account until adjustment has been received by Operator from the manufacturers or their agents.

V. INVENTORIES
The Operator shall”maihtain detailed records of Controllable Material.

1. Penodxc Inventories, Notice and Representation

At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Material.
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days befare any inven-
“tory is to begin so that Non~-Operators may be represented when any inventory is taken. Failure of Non-Operators
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator,

2. Reconciliation and Adiustment of Inventories

Reconciliation of a physical fnventory with the Joint Account shall be made, and a list’' of overages and shortages
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by QOperator with the Joint Account for overages and shortages, but Operator shall be
held accountable only for shortages due to lack of reasonable diligence, ,

3. Special lnventories
Special Inventories may be taken whenever there is any sale or ohange of interest in the Joint Property. It shall
be the duty of the party selling to notify all othér Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.

4. Expense of Conducting Perlodic Inventories
The expense of conductmz periodic Inventories shall not be charged to the Joint Account unless agreed o by the
Parties.
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EXHIBIT "D"

ATTACHED TO AND MADE A PART OF THE
OPERATING AGREEMENT DATED _JANUARY 15, 1982
BETWEEN HARVEY E. YATES COMPANY AS 5PBRA$53,
AND THE OTHER PARTIES SIGNATORY THERETO AS

‘NON-OPERATORS

At all times dur!nq the conduct of Operations hereunder, Opera*or
shail maintain in force the following insurance:

A. Workman's Compensation Insurance and Employer's °
Liability Insuraiace as required by the laws of
the State in which operations are being conducted,

n. Comprehen51ve General Public Liability in the !

following:
Bodily Injury: $200,000 each person
$300,000 each accident
Property Damage: $1060,000 each accident

$100,000 aggregate

C. Automobile Public Liability and Property Damage
Insurance with limits of not less than $100,000
for any one person injured in any accident and
not less than $300,000 for any number of perséns
1n3§red in one accident, and with not less than
'$50,000 property damage coverage for one acci-~
dent..

All premiums paid on such insurance shall be charged to the Joint
Account. Except by mutual “consent of the parties, no other in-
surance shall be maintained for the Joint Account, and all losses
not covered by such insurance shall be c¢harged to the Joint Account.
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EAIBIT “E"

ATTACHED TO AND MADE, A PART OF OPFRATING AGREEMENT DATFD
January 15, 1982 BEIWEEN HARVEY E. YATES OOMPANY AS OPERATOR,

AND OTHER PARTIES SIGNATORY THERETQ  FT Al AS NON-OPFRATOFS.

GAS BALANCING AGREEMENT

The parties to the Operating Agreement to which this gas storage agreement
is attached own the working interest in the gas rights underlying the Contract
Area covered by such agreement in accordance with the percentages of participation
as set forth in Exhibit "A" to the Operating Agreement.

In accordance with the terms of the Operating Agreement, each party hereto
has the right to take its share of gas produced fran the Contract Area and market
the same. In the event any of the parties hereto is not able to market, its share
of gas or has contracted to sell its share of gas produced fraom the Contract Area
to a purchaser vwhich is unable at any time while this agreement is in effect to
take the share 6f gas attributable to the interest of such party, the terms of
this storage agreement shall autcmatically became effective.

During the period of periods when any party hereto has- no market for its
share of gas produced from the Contract Area, or its purchaser is unable to take
its share of gas praduced fram the Contract Area, the other parties shall be entitled
to produce each month one hundréd percent of the allowable gas production assigned
to such Contract Area by the regulatory agency havmg jurisdiction thereover, ard
shall be entitled to take and deliver to its o: their purchaser all of such gas
production. All parties hereto shall share in and own the liquid hydrocarbons
recovered fram such gas by lease equipment in acqordance with their respective
interests and subject to the Operating Agreement to which this gas storage agreement
_ is attached, but the party or parties taking such gas shall own all of the gas

delivered to its or their purchaser. Each party unable to market its share of the
gas produced shall be credited with gas in storage equal to its share of the gas
producad under this agreement, less its share of gas used in lease operations,
vented or lost. The Operator will maintain a current account of the gas balance
between the parties and will furnish all parties hereto monthly statements showing
the total quantity of gas produced, the amount used in lease operations, vented
or lost, and the total quantity of 1liquid hydrocarbons recovered therefram.

At all times while gas is produced fram the  Contract Area, each party
hereto will make settlement with the respective  royalty owneirs to whom they are
each accountable, just as if each party were taking or delivering to a purchaser
its share, and its share alone. FEach party hereto agrees to hold each other party
hannless fran any and all claims for royalty payments asserted by royalty owners
to whan éech party is accountable. The term "royalty owner" shall include owners
of royalty, overriding royalties, production payments and similar interests.

After notxce to the Operator, any party at any time may begin taking or
delivering to its purchaser its share of the gas produced fram the Contract Area.
In addition to its share, each party, 1nc1uimg the Operator, until it has cecovered
its gas in storage and balinced the gas account as to its interest, shall be entitled
to take or deliver to a purchaser a volume of gas equal to its share plus fifty
percent (503%) of the overproduced party or parties' share of gas produced from the
Contract Area. If two or more parties are entitled to the fifty percent (50%) of
the overproduced party or parties' share of gas produced, they shall divide such
fifty percent (50%) in accordance with their percentage of participation in the
Coritract Area.

In the event:production of gas fran the Contract Area permanently ceases
prior to the time that. the accounts of the parties have been halanced, it is agreed
that a complete balancing will be accamplished by a money settlement between the
 parties. ‘Such settlement shall be based upon the price actually received by the
parties for overproduction when it occurred of a volume of gas equal to that for
which settlement is made.

o This agreement shall become effectivez in accordance with its terms and
shall remain in force and effect as long as the Operating Agreement to which it is
“attached remneins in effect, and shall inure to the benefit of and be binding upon
the parties hereto, their successors, legal representatives and assigns.




EXHIBIT "F"

ATTACHED TO AND MADE A PART OF THE ~
OPERATING AGREEMENT DATED JANUARY 15, 1982 ’
BETWEEN HARVEY E. YATES COMPANY A5 GPERATOR AND
OTHER SIGNATORY PARTIES THERETO AS NON~-OPERATORS

NONDISCRIMINATION CLAUSE

HARVEY E. YATES COMPANY , hereinafter referred to as 'Operator'

agrees, unless exempt therefrom, to comply with all provisions of
Fxecutive Order 11246, which are incorporated herein by reference,
and if Operator has more than 50 employees, Operator must file
Standard Form 100 (EEO-1) and develop a written "Affirmative Action
Compliance Program" for each of its establishments according to the
Rules and Reqgulaticns published by the United States Department of
Labor in 41 C.F.R., Chapter 60. Operator further hereby certifies

that it does not now and will nct maintain any facilities provided
‘for its employees in a segregated manner or permit its employees to

perform their services at any location under its control where seg-
regated facilities are maintained, as such segregated facilities

are defined in Title 4), Chapter 60-1.8, Code of Federal Regulations,
revised as of January 1, 1969, unless exempt thercefrom.

Unless coxempt By rules, regulations or orders of the Unjted States
Secretary of Labor, issued pursuant to Scction 204 of the Execative
Order 11246 dated September 24, 1965, during the performance of this
contract, the Operator agrees as follows:

"(l) The Operator will not discriminate against any employee

or applicant for employment because of race, color, re-
igion, sex or national origin. ‘ihe Operator will take

afflrmatxve action-to ensure the applicants are employed
and that employees are treated during employment, with-
out regard to their race, color, religion, sex or national
orivin. Such action shall include, but not be limited to
the following: employment, upgrading, demotion or trans-
fer, recruitment or recruitment advertising; layoff or
termination; rates of pay or other forms of compensation;
and selectinn for training, including apprenticeship.
The Operator agrees to post in conspicuous places, avail-
able to employees and applicants for employment, notices
to be provided by the contracting office setting forth
the provisions of this nondiscrimination clause. -

(2) The Operator will, in all solicitations or advertxspments
for employees placed by or on behalf of the Operator,
state that all qualified applicants will receive consider-
ation for employment without regard to race, color, re-
llqlon, sex or national origin.

(3) The Operator w1ll send to each labor union or representative
-of workers with which he has a collective hargazning agree-
ment or other contract or understanding, a notice to be
provided by the agency contracting officer, advising the
labor union or workers' representative of the Operator's
commitments under Section 202 of Executive Order 11246 of
September 24, 1965, and shall post copies of the '‘notice in
conspicuous. places available to employeces and applicants,
for cemployment,

(4) The Operator will comply with all provisions Of Executive
Order 11246 of Septcmber 24, 1965, and of the rules, regu-
lations and relevant orders of the Secretary of Labar.




(3)

(6)

{(7)

Page 2

Exhibit "FP"
NONDISCRIMINATION "LAUSE

The Operator will furnish all information and reports
required by Executive Order 11246 of September 24,
1965, and by the rules, regulations and orders of the
Secretary of Labor, or pursuant thereto, and will per-
mit access to his books, records and accounts by the
contracting agency and the Secrectary of Labor for
purposes of investigation to ascertain compliance with
such rules, regulations and orders.

In the event of the Operator's noncompliance with the
nondiscrimination clauses of this contract or with any
of qucl rules, regulations or orders, this contract

may be'!cancelled, terminated or suspended in whole or
in part and the Operator may be declared ineligible for
further Government contracts in accordance with vro-
cedures authorized in Executive Order 11246 of September
24, 1965, and such other sanctions may be imposed and
remedies ihvoked as provided in Executive Order 11246
of September 24, 1965, or by rules, regulations or
orders of the Secretary of Labor, or as otherwise pro-~

vided by law.

) . . .
The Operator will ‘include the provisions c¢f .paragraphs

(1) through (7) in every subcontract or- ‘purchase order
unless exempted by rules, resulations or orders of the

Secretary of Labor issued pursuant to Section 204 of

Executive Order 11246 of" September 24, 1965, so that .

such prov1q10ne will be binding upon each subcontractor

or vendor. The Operator will take such action with
respect to any subcontract or purchase order as the
contracting agency may direct as a means of enforcing
such provisions inc¢luding sanctions for noncompliance;
provided however, that in the event the Operator be-
comes involved in, or is threatened with, litigation
with a subcontractor or vendor as a result of such
direction by .the.contracting agency, tha Operator may
request the United States to enter into such litigation
to protect the interests of the United States.”
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LEASE.__ Mescaiers Spring Undt WELL NOMBVR
LOCATION 1980" FNL & 660' FEL, Section 21, T-11S, R=31E N -

11200 T PRODUCING FORMATION Atcka - Miss.

Producing Dry Hole
Mel]l Coug _Lest
brilling and completion costs )
Intangible drilling costs i _ |
Location $ 20000 §...20000
Faotage 11200 @ 39.50/ft ' 442600 _“&%
Dagvork _ 374 devs € 3600/7500—- — 54000 ....24000
Surface casing service 4000 .. 4000
Intermediate casing service 15000 . ___15053:~
Mud, water 25000 RERR 2_5',.-:0:‘-2_,
Company  supervisor, engincer 1500 —i
Rentals, coring service 28000 ._..28000
Miscellanenos 13500 . 13500 .
Total Intangible drilling costs 609400 _M_SQ§E§§:
Intangible formatiou cvaluation cost ' S v
fogs, ONL-D  DLL-Rxe o 25500 ; ..._25500
NSt 5 @ 3500 ' 17500 17500
(xnlogical mud lupginn scrvi«v » 7500 e 1500
Miscellaneaus ——_ 6000 . -—6000 .
Total intangible formation cvaluation 56500 36500
Intangible completion costs - TTTmm T
Unit cost 20 days __ @ _$1500/day E 300 _—
Production casing service 20000 e
Completion fluid 2000 o
Perforating/production logping 12500 .
Treating ____ 25000 e
Company supevvisfon 5000 o
Plugging expensy: i : 15000
Miscellaneous « o 10000 12000 .
Total intangible completion costs __ 104500 __”,21000_
Tankiblu drilling costs and completion costs ’
Qurka:; casing .
7380 of _133/8 . 8500 .....8500
Intermedinte casing _ _ o
4350 of __ 85/8 61000 .. 61000
Product fon casing :
11200 of 5 1/2 115000 e e
Production tubing -
11150 af 2 3/8 ‘ 62000 e
Casing head IQW v T
rub ng head LQIOO . .
: % i stmas tree o : -_..1000
A urface equipment 400 —_—
\ii ] Total tangible drilling «¢osts and
T ; ‘completion costs 272500 . 69500_
SRR , S o -
i) ipment o
o~ 8 __ 2. .+ __500Bhl .—-10000
o I8\ rator 7710000 )
@ : H'ner. 3500
TR e 1 M =230
= TR l’lun ing’ unlt o i
g ?;;3 : faalallation costs 7 ;__‘_.3_§_Q;Q_ o
E gg' ' k (_: Tut'l lease equipment .. 28000 S
-] ! . N -
2 2% Hotdl Tabarkible costs 770400 692900
o O Crotel ba gible costs - 272800 69500
— TSI R e equipiment : . 29006 .
Administrat fve ‘ - ' ' -.._wﬁgggm
TOTAL COSTS S $.1077%00 NV 765-9"
Prepared by:  Peck Hardee . Pate: 1/12/82 . ==sE== T

APPROVED BY:
"It Qs rw*ngnired that the amoimts providod for Iwroin

are estimated only, and approval of this authorization e e e e
shall extend to the actual costs bncurval @ conduct tng

the nperations specificd, whethor more or less than e e e s e
herein Kot wut." Company

* R A WA R M P L MM RIS B v e e a e s o o



LOCATION 19807
— -

WL & 660" FEL, Section 21, 1-115,

T .Hlt(c’pl!lla .
R3lE N

n::zq«.wl R

O meein . e e < —————

T ODEVTH 11200

brilling and completion costs
Intangible drilling costs
Location S
_..:—an..dm"ﬂ. ﬂﬂNOO @ u@-UC\Mﬂ

Daywork 344 days 760012800
Surf :

ace casing Service y
Intermediate casing service
Mud, water
hssvzswuwcmvﬁ<mz:ﬂ. engincer
Rentals, “o¥ing service
Mixcellaneoys _
Total irtangible drilling costs

Intangible formation cvaluation cost
Logs, CNL-D DLL-Rxo, .

DST 3 __ 0 35060
wological mud logging service
Miscellaneous
Total intangible formation evaluation
Tntingihle completion costs

::mnnzanun mbKM|| @_erMbbhbbklts
Production casing service .
Completion fluid
Perforating/production logging

Treating o
Company supervision -
Plugping expense
Miscellaneous
Total intangible completion costs

Tangible drilling costs and compietien costs

Surface casing

380 of 13 3/8
Intermediate casing
4350 of il.ml..mn.\uml.»nu-!ll
Product fon casing
11200 of 5 172
Production tubing
11150 of 2 3/8

Casing head

i
i

NER RICHARD STAEETY

BEFORE EXAM

Tubgng head
n:W stmas tree
urface equipment

-

b

155/
€

\wum Total tangible drilling costs and
dt*“ completion costs -

‘@a ipment
Th

S ___ 4+ _.S00 Bh1 _

N prator

Xz Flov Llines__

= zm*w:. runs
- umping unit
s _:f«=~_=n~=: CUsts

L mmM Tocal lease equipment
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“Totd! tappible costs
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TolFT fease cquipment
Administrative

TOTAL CORTS
Prepares hy: Pack rdee

—— - 0 '+ i Al

supa":,pxuwsnwsl.1,l

"It is recognized that the amounts provided for herein
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29000
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Docket Xo. 13-82

Dockets Nos. 14-82 and 15-82 are tentatively set for May 26 and June %, 1282, appiications fur hearing must
be filed at least 22 days in advance of hearing dats..

DOCKET: EXAMINER HEARING ~ WEDNESDAY - MAY 12, 1982

9 A.M. - OIL CONSZRVATION DIVISION CONFERENCE ROOM,
STATE LAMD OFFICE BUILDING, SANTA FE, NEN MEXICO

ALLOWABLE !

CASE 7540:

CASE 75383

CASE 75601

CASE 75421

CASE 7367

CASE 7%e5:

CASE 7368:

* CASE_ 75661

The following cases will be heard befors Richard L. Stamels , Examiner, or Daniel S. Nutter, Alternate Examiner:

(1) Ccasideration of the. allowable psoduction of gas for June, 1982, from fifteen prorated peools
in Les, Eddy, and Chaves Counties, New Mexico.

(2) Consideration of the allowable production of gas for June, 1982, from four prorated pools in
San Juan, Rio Arriba, and Sandoval Counties, New Mexico.

(Continued and Readvertised)

In the matter of the hearing called by the Oil Conservation pivisicn on its own motion 2o permit Pauly-
Anderson-Pritchard, William H. Pauly, and all other interested parties to appear and show cause why
the Maloy Well No. 1, located in Unit P, Secticn 16, Township 29 North, Range 1l West, San Juan County,
should not be plugged and abandoned in accordance with a Division~approved plugging program.

(Continued and Readvertised) s

In the matter of the hearing called by the 0il Conservation Division on its own motion to permit Francis
L. Harvey and all other interested parties to appear and show causs why the Pinkstaff Eatate Wuil No. 2,
located in Unit A, Section 29, Township 29 North, Range 10 West, San Juan County, should not be re-entered
and plugged and abandoned in accordance with a Division-approved plugging proqram.

In thes mattar of the hesring called by the Ci) Conservation Division on its own motion to permit Flag-
Redfern 041 Co., Prir:ipal. National Surety Corporaticn, and all other intsrested partias ro appear and
show cause why four walls, being the Julander No.-l loSited in Unit L, Section 34, Julander No. 2. locazed
in uUnit I, Section 33; Hargis No. 1 located in Unit G. Section 33; and 'Harois No. 2 located in Unit J,
Section 33, all in Township 30 Noxrth, Range 12 West, San Juan County, should not be plugged and abandoned

in accordence with a Division-approved plugging program.

{Continued from April 28, 1982, Examiner Hearirg)

In the matter of the hearing called by the Oil ‘.onservation Division on its own motion to permit Charles
H. Heisen, Fidelity and Deposit Company of Maryland, Surety, and all other interested parties to arpear
and show cause why the Crownpoint Well No. 1, located in Unit F, Section 18, Township 18 North, Range
13 west, McKinley. County, should nui be piugded and akindsnsd in accordance with a Divisioa-approved

plugging program.
(Continued from April 14, 1982, Examiner Hearing)

In the matter of the hearing callsd by the 0il Conservation Division on its own motion to permit Benson-
Montin-Greer Drilling Corporation, Hartford Accident and Indemnity Company, and all othar intarested -
parties to appear and show cause why the following weils: Dustin No. 1, located ‘= Unit X, Section 6,
and the Gallegos Canyon Unit No. 2, located in Unit K, Section 35, both in Township 29 North, Range 12
west, and the Jegal No. i, located in Unit K, Section 10; and tha Price No. 1, located in Unit N, Section

215, both in Township 31 North, Ranqe 13 West, San Juan County, should not e plugged and abandoned in

accordance with Diviaion-approved plugging programs.

Application of Harvey E. Yates Company for a unit aqrunhg. Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the Richardson Unit Area, comprising 1,283.35
acres, more or less, of State and Fee lands in Townships 13 and 14 South. Range 36 East.

(Continued from April 28, 1982, Examiner Hearing)

Application of Delta Drilling Company for a unit agreement, Lea County, New Hexico.
Applicant, in the above-styled cause, seeks approval for the North Mescalerc Unit Ares, comprising
719.77 acres, mcre or less, of Stata, Fee and Federal lands in Townships 9 and 10 South, Range 32 Tast.

Application of Petroleum Corp. of Delaware for a dual completion, Eddy County, New Mexico.

Applicant, in the above-ntyled cause. seeks approval for the dual completion of its Superior Federal
Well No. 6 located in Unit N of Section 6, Township 20 South, Range 29 Zast, East Burton Flat Fleld,
to produce oil from the Strawn formation threugh tubing and gas from the Morrew formation through the
caning-tubing aanulus by means of a cross-over assembly.




Page 2 of 9
Examiner Hearing - WEDNESDAY - MAY 12, 1982

CASE 7569:

CASE 7570:

CASE 75161

CASE 7571:

CASE 7572

CASE 7573: .

CASE 7574:

CASES 7576 and 7577: Application of Apollo Oil Company for compulsory pool

Docket No. 13-82

A p'ication of Petroleum Corp. ¢ Delaware for downhole commingling, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of Atoka and Morrow
groduction in tha wellbores of its Parkwsy Wast Unit Wall No. 3, locatsd in Unit X of Section 29,

and Well No. 10, located in Unit G of Section 27, both in Township 19 South, Range 29 Eas<%.

Application of J. Clso Thompson for three unorthodox oil well locations, Eddy County, New Maxico.
Applicaut, in the above-styied cause, seeks approval for three usiithodox well locations, being
660 fest from the North line and 1330 feet from the West line, 660 Zeet from the North line and
2630 fest from the fast line, and 660 feet from the Morth line and 1310 feset from the East line,
all in Saction 2, Township 17 South, Range 30 East, Square Lake Pool. .

(Continued from March 31, 1982, Examiner Hearing)

Application of Benson-Montin~Greer for & unit agreement, Rio Arriba County, New Mexico. Applicant,
in the above-styled cause, seeks approval for the North Canada Ojitos Unit Area, ‘.enpxisinq 12,361
acres, more or less, of Jicarilla Apache Indian lands in Township 27 North, Range 1 West.

Application of Yates Petroleun Corporation for czimpulsory pooling, Chaves County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests from the surface
through the Abo formation underlying thé SE/4 of Section 9, the SW/d of Section 10, the NW/4 of Section
15, all {n Township 6 South, Range 26 East, each to form a suandard l60-acre spacing and proration

unit to ke dedicated to a well td be drilled at a standard location thereon. Also to be conaidered will
be the cost of drilling and completing said wellsand the allscation of the cost thereof as wwell as
actu&l operating costs and chazqu for supexvision, designation of applicant as operator of the wells
and . charge for risk involved in dvilling said mlls.

(Continued from April 14, 1982, xxaminer Hsu-inq)

Applicntion of Harvey E, Yates Company. for conpulsory pocl.lnq. Ciiaves County, New Mexico. - 4
Aoplicant, in the abovc-ltyl.od cause, seeks an order pooling all mineral intsrests in the Woltctnp thtouqh ‘
Hiu‘.nipplan formationa underlying the B/: of Section 21, Township 11 South, Range 3i East, to be dedicated |
tc a well to be drilled at a standard location thereon. Algo to be ccnaidered will be the cost of drilling |
and coqlotmq said well and the allclition of the cost thereof i: well as actual operating costs and 1
charges for supervision. dssignaticn of applicant as Gperator of the well and a charge for risk invalved

in dtilli.nq said well. : .

App).icacion of Anadarko Production Cmnpany for a wnt‘:tlood oxpe.nsion. zddy County, New Maxico.
Applicant, in the a.bovc-stylod cauge, sesks authority to expand its Ballard GSA Waterflood Pro;ect by
drilling and converting ten wells located in Unit N of Section S, Units N and P of Section 6, Units F, H,
J, and P of Section 7, Units F and N of Section 8, and Unit ? nf Section 17, all in Township 18 South,

Range 29 East, Loco Hills Pool.

Application of Anadarko Production prany for a waterflood: expansion, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks authority to expand its West Square Lake Waterflood Project
by the conversion to water injection of five wells located in Units J and N of Section 9, D and K of
Section 10, and J of Section 3, all in Township 17 South, Range 30 Easz.

Application of Sun Exploration and Production Company for two non-standard gas proration units

and an unorthodox location, Lea County, New Mexico. Applicant, in. the above-styled cause, sseks

approval of two L60-acre non-standard Jalmat gas proration units gcomprising the NW/4 of Section 21

tor its Boren & Grser Com Well No. 2 Ln Unit'C and the NE/4 of Saction 20, for its Boren & Greer Com
ell No. 3, to he drilled at an unorthodox location 660 feet from the North line and 940 feet from

chc East line of smaid Secticn 20, aly in 'rmmship 22 s::uth, Range 36 East. Applicant turther snks

rescission of Order No. R-568€.
ico.
licatisn of Eagle CLl & Gas Cu. for an ‘unorthodox gn woll location, vddy count/. Nw Mox
:::hc-.nt. in the above-styled causs, seeks approval for an unorthodex gas weil location for a Wolfcamp-
Pann test well to be drilled 1500 feet from the South line and 660 feet from the Zast line of Section 2,
Townghip 17 South, Range 27 East, the §/2 of sail Section 2 &0 be dedicated to the wall.

ing, Lea County, New Mexico.
Applicant, in esach of the following cases, seeks an order pooling all mineral interests
from the suzface through the base of the San Andres formation underlying the lanis
specified in each case, each to form a standard 40-acre oil spacing and proration unit
£o be dedicated to a well to be drilled at a standard location therecn. Also to be
considered will be the cost of drilling and completing said wells and the allocation
of the cost therecf as wall 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:
NE/4 SW/4 3ection 6, Township 19 South, Range 38 East

casE, 75761
CASE 7577: SE/4 SW/4 Secticn 6, Township 19 South, Range 38 East
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s J
CASE 7578:

CAZE 7379

CASE 7%80:

CASE 7581:

.

Application of MGZ ou Cex-poucion for cempulsory pecling, Lea County, New Mexico.

Applicant, in the ibove-atyled czuse, seeks an ordar pooling all mineral interwsts fram the surface

down through the Seven Rivers formstion underlying the SE/4 of Section 31, Township 19 South, Range

39 East, to form a standard 160~-acre gas proration unit to be dedicated =o a well to be drilled at

4 standard location thereon. Alsc to be considered will be the cost of druls.nq and completing saié

wvell and the allocation of the cost thareof as well as actual operating costs and charges for suparvisics,
designation of applicant ss operator of tha well md a charge for risk involved in drilling said wall.

Application of MGF Oil Corporation for compulsory pooling, Lsa County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interasts from the surface

down through the Seven Rivers formatisn underlying the N/2 NW/4 of Section 5, Township 20 Scush,

Bange 39 Rast, to form a non-standard 80-acre gas proration unit to be dedicztad to 4 well to be

dzilled at a standard location therson. Alsc to be considarsd will be the cost of drilling and cowpleting

" 'said well and the allocation of the cost thereof as well as actual ¢parating costs and charges for

supexrvision, designation of applicsnt as cparator of the well and a charge for risk annlvcd in drilling
said wo.ll.'

Applicatj.on of MGF 0il Corporation for compulsory peoling, Lea County, New Mexico. .

Applicant, in the above-styled cause, sesks an’ order ‘peoling a1l mineral interssts from the surface

to the base of the Seven Rivers formation underlying the SW/4 of Section 31, Township 1% South, Rande

39 Eagt, to form a standard l60-acre gas proration unit to be dedicated to a well to be drilled ux a
standard location therecn., Also to bs 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 wall ani a charge for risk invoived in drilling s<id well.

Application of Estoril Producing Corp. for an unotthodox gas well locution, Lea County, New Mexico.
Applicant, in the above~styled cause, sesks approval' for the unorthodox location of a well to be drilled
660 fest from the South line and 290 feet from '..c East line of Section 10, Township 23.7outh, Range

34 East, Antelope Ridge-Morrow Gas Pool, the su ‘of said Section 10 to be dadicated to’'the well.

CASES 7562 thru 7585: Application of Jack J. Grynbexqg for compulsory pooling, Chaves. County, New Mexico.

Applicant, in each of tha tollm'ing cases, 3sseks an order pooling all mireral interasts
down through the Abo formation m.dcr;ying the lands specified in each case, each to form .
a standard 160-acre gas specing and proraticn unit to be dedicated to a wsll to be drilled’
at a standard location thereon, Also to be considered will be the cost of drilling and
completing said wells and the allocation of the cost thereof as well az actual operating
costs and charjes foxr supervision, designation of applicant as cperator of the wells md
a charge for risk involved in drilling said wells: E

GASE 7582: NW/4 Section 13, Township 6 South, Range 24 East
CASE 7583: NE/4 3ection 13, Township 6 Sowth, Range z4 East
CASE 7584: SW/4 Section 13, Township 6 Soutn, Range 24 East

CASE 7585: W{/31 Section 24, Township 6 South, Range 24 East

CASES 7525 thru 7534: (Continued from April 23, 1982, Examiner Hearing)

" Application of Jack J. G:ynbc:q for compulsory pooling, Chaves County, New Mexicu.
Applicant, in sach of the following 10 .cases, seeks an order pooling all mineral
interests down through the Abo formition’ underlying the lands specified in each
case, each to form & standard l€0-acre gas spacing and proration unit to be dedi-
cated to a wall to be drilled at a standard location therson. Also to be con-
sidered in each case will be the cost of drilling and conpl-tmg !u.l.d weils ‘and
the allocation of the cost thereof as well as actual cperating costs and charges
for mpctviaien. designation of appiicant as operator of the walls K and a charge
for xisk involved in drilling said wells:

CASE 7525: SW/4 Secticn 3, Township 5 Soutk, Range 24 East
CASE 78261 NW/4 Secticn 3, Township 5 South, Range 24 East
CASE 7527: SE/4 Section 3, Township 5 South, Rani4 24 East
CASE 7528: NW/4 3action 4, Township 5 South, Range 24 East
CASE 7529: NE/4 Section 4, Township 5 South, Range 24 East’
CASE_7530: NW/4 Section 11, Township 6 South, Range 24 East
CASE 7531: SW/4 Section L1, Township 6 South, Range 24 East
CASE_7532: SE/d Section 27, Township & South, Range 24 East

CASE 7533. SW/4 Section 27, Townghip 6 South, Range 24 East

CASE 7534: NW/4 Secticn 34, Township 6 South, Range 24 East
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Examiner Hearing - WEDMESDAY - MAY 12, 1982
CASE_781%1 (Continued from April 14, 1982, Examiner Hearing)

Application of Fouxr Cornsrs Gas Producers Associlation for dassignaticn of a tight formation, San
Juan County, New Maxico.  Applicant, {n the above-styled cause, seeks the designation of the Dakota
formation underlying all or portions of Townships 26 and 27 North, Ranges 12 and 13 West, Township
28 North, Range 13 West, Township 29 North, Ranges 13 through 1% West, and Township 30 North, Rarges
14 and 15 West, containing 164,120 acres, more or less, as a tignt formation puxluaae 20 Section 107
of the Matural Gas Policy Act and 18 CFR Section 271 701-705.

CASE 7586: Application of Standard Reacurces Corp. for designation of a tight formation, Chaves and Eddy
Counties, New Mexico. Applicaut, in the above-styled cause, seeks the designation of the Abo formation
underlying all or portisns of Township 15 South, Ranges 73 through 25 Fast, Township 13 South, Range
20 East, and Township 20 South, Range 20 Zast, all in Chaves Couaty; in 2ddy County: Township 16 South,
Ranges 23 through 26 Bast, Township 17 South, Ranges. 21, 23. 24, and 25 Fast, and Township 18 South,
Ranges 21, 23, 24 and 25 East, Township 19 Scuth, Ranges 21, 23, and 24 EZast, and Township 20 Scuth,
Ranges 21, 23, and 24 fast, containing 460,800 acres, more or less, As a tight formation pursuant
to Section 107 of the Natural Gas Policy Act and 18 CFR Section 271, 701-70%.

CASE 7587: In the matter cf the hearing called by the 011 COnutvat:Lcn Division on its cwn motion for an ordar
creating, abolishing, and extending vertical and horizontal limits of certain pools in Chaves, Eddy,

and Lea Counties, New Mexico:

(a) CBEATE a new pool in Lea County, New Mexico, classified as a cas pool for
Wolfcamp production and dusignated as the Draper Mill-Wolfcamp Gag Pool. The-
discovery well {s the HNG J{l Company Vaca Draw l& State VWell No. 1 located in
Unit B of Section 16, Township 25 Snuth, Range 33 East, NMPM. Sald pool would

conprise:

TOWMSHIP 25 SOUTH, RANGE 33 BAST, NMOM
Section 165 W/2

(b) CREATE a new pool in Lea County, New Maxico, classified ae a gas pool for Morzow
production and designated as the Jabalina~-Morrow Gas Pool. The digcavery well is
the Amoco Production Company Perrs Grande Unit #Well No. 1 located in tnit J of
Section 6, Townahip 26 South, Range 35 East, NMPM, Said pool would corprise:

TOWNSHIP 26 OUTH, RANGE 35 EAST, NMPM
Section 61 B/2

(¢} ABOLISH the Diamond Mound-iorrow Gas Pool ‘in Chaves and Eddy Counties, New Mexico, as
heretofors classified, defined, and described as:

TOWNSHIP 15 SOUTH, RANGE 27 EAST, NMPM
Section 351 AL

msanlssom, RANGE 28 EAST, NMPM
Section 311 E/2

TOWNSHIP 16 SOUTH, RAMGE 28 EAST, NMPM

Ssction 31 Lots 1 through 16 i

Section 4: Lots 1 through 16

Section 3: Lots 1 through 16

Section 61 Lots, 1, 2, 7, 8, 9, 10, 15, 16, and S/2

{4) EXTEND the vertical limits of the Diamond Mound-Atoka Gas Pool in Chavss and Eddy Counties,
New Mexico, to include the Morrow formation, and redssignate said pool to Diamond Mound-Atoka-
Morrow Gas Pool, and extend the horizontsl limits of said pool to include acreage from abolished
Diamond Mound-Morrow Gas Pool and one additional well as followa:

TOMNSHIP 15 SOUTH, RANGE 27 EAST, NMPM
3ection 351 All

TOWNSHIP LS SOUTH, RANGE 28 EAST, NMPH
Section 31 /2

TOWMNSRIP 16 SONTH, RANGE 27 EAST, NMPM
Section 9: 8§/2 .

TOMNSHIP 16 SOUTH, RANGE 28 EAST, NMPM

Section 31 Lots ) through 16
Section 43 Lots 1 through lé
Section 51 Lots L through 16
Secticn 6: lots 1, 2, 7, 8, 9, 10, 15, 16, and 8/2
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Docket No. 11-82

EXTEAD the Burton Flat-Strawn Gas Pool i Eddy County, Nev México, to include
cherein:

»
ISHIP 20 SOUTH, RANGE 28 EAST, NMPN
Saction 35: E/2
Saction 36: N/2

EXTERD the Crow Flats-~liorrow Gu Pool. in 2ddy County, New Mexico to ch}.udo
therain:

TOWBHIP 17 SOUTH, RANGE 27 ZAST, NipM
Section 1 All
Section 12: N/2

EXTEND the South Culebra sluff-Atoka Gas Pooi in Eddy County, Mew Mexico, to include
therain;

TOWMSHIP 23 SCUTH, KANGE 28 EAST, NMPM
Section 10: All

Section 11:¢ W/2
Section l4; W/2
Section 15: W/2
Section 34: W/2

EXTEND the South Erpire-Morrow Gas Pool In Eddy County, New Mexico, to include
therein: ' L

TOWMSHIP 17 SOUTH, RANGE 29 EAST, NMPM
Section 171 /2

EXTR® the Golden Lino-Strawn Gas Pool ir 2ddy County, New Mexico, to include
therein:

TOWISHRIP 20 SOUTH, RANCE 30 FAST, NMPM
Section 28: P'l '

JT4D the xamody rnm—llor:ow Gas Pool in Eddy Caunty, ‘New Mexico, to :anludc
tbouim-

v

TOMRSHIP 17 SOUTH, RANGE 26 EAST‘ NMPM
Section 10: N/2

EXTEND the EZast LaRicz-Morrow Gas Pool in Lea County, Mew Mexico, to include
therein:

| TONNSHIP 18 SOUTH, SANGE 34 EAST, NMPM
Section 361 §/2 . —

TOWNSHIP 18 SOUTH, RANGE 35 EAST, NMPN
Section 3l 8/2

EXTEND the Lieth Box Canyon-Morrow Gas Pool in Eddy County, New mico. to include

theresiny
TOWMBNIP 2] SOUTH, RANGE 22 EAST, NMoM
Section 181 2£/2

EXTEND the Malaga-Atoka Gas Pocl in Mdy County, New Mexico, to include
therein:

TOWMSHIP 24 _3OUTH, RANGE 28 EAST, NMPM
section 11 =/2

EXTEND the South Millman-Morrow Gas Pool in Eddy County, New Mexico, to include

. thareins

ToONMSRIP 19 SOUTH, RANGE 28 EAST, NMPM
Section 16: N/2 .

EXTEND the East Millman-Queen-Grayburg Pool in Eddy County, New Mexico, to include
r3int .

'mnmuv 19 SOUTH, RANGE 29 EAST, WNMEM
Section 7: NE/4

«
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EXTEND the H‘illm Strawn Gas Pool in Eddy County, Vew luxico; to include

therein: .

£
TOWNSAIP 19 SOUTH, AANCE 28 EAST, NMPM
Section 8: 8/2 )

EXTESD the West Nadine-Blinebry Pool in Lea County, New Maxico, to include

therein:
TONNSHIP 20 SOUTH, RANGE 38 BAST, NMPM
‘ Section 5. SW/4
EXTEND the West Osudo-Morrow Gas Pool in Lea County, New Mexico, to include

thereins

TOWNSHIP 20 SOUTH, RANGE 35 EAST, NMPM
Section 11: S8/2
Section 12: 8/2

EXTEND the Pacos Slope-Abo Gas Pool in Chaves County, New Mexico, to include
thareins o

TOWNSHYP 4 SOUTH, RANGE 24 EAST, NMPM

Section 241 $/2

Section 251 All

Section 26¢ E/2 :
Section 351 W/2 and NE/4
Section 36: N/2

TOWNSHIP 4 SOUTH, RANGE 25 EAST, NMPM
Section 19: SW/4

Section 39: W/2
Section 11: wWw/4

TOVXSHIP S SOUTH, RANSE 24 EAST, NMPM
Section 2: WW/4 :

Section 7: All

Section 8: All

Section 9: /2 and SW/4
Suvidon e W/Z
Section 17 thru 20: All
Section 21; W/2 ‘
8-ction 28: W/2
Section 291 Al
Section 30; ‘ALY
Section I N/2
Sectlon 312: N/2
Section 33: wW/4

TOMNSHIF S SOUTH, RANGE 25 EAST, NMPM
Section 1 thru 5t ALl

Section 61 B/2

Section 71 SW/4 and E/2 .
Section 8 thru 12: All -
Section 14 thru 22: All

Section 23 W/2

Section 27: n/2

Section 28 thru 30: All

Ssction 31: N®m/¢

Section 32: N/2

Section 33: All

Section 34: All

TOMNSRIP 6 SOUTH, RANGE 24 EAST, WNNPM
Section 21 All

Section 11 thxru 1l4;  All
section 22 thru 281 All
Section M4: E/2
Section 251 All
-Section 36: All
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TOWMSHIP 6 SOUTH, BANGE 26 EAST, NuPM
Secticn 4 thry 6;  All

Section 7 thru 8: All

Section 91 N/2

Section 17 thru 201 All P
Section 29 thru 32: All

Section 11 All

Section 2: All
Section 35 £/2
Section 9 thru 15: All
Section 22 thru 27; All
Scction 34 thru 36: All

TOWNSHIP 7 SOUTH, RANGE 25 EAST, NMPM
Section 61 W/2

Secticn 7: /2

Section 131 $w/4
Section 14i §/2

Section 181 S8/2

Section 18 and 19: aAll
Section 201 §/2
Section 22 thru 27: All
Section 29 thru 32: All
Section 34 thru 36: All

TOMMSHIP 7 SOUTH, RANGE 26 EAST, NMPH
- . Sectlon 5; Ail

Section 6; All
Section 7 thru 10: All
Section 11: W/2 B
Section 15 thru 17: All
Section 13: N/2
Section 19 thiu 22: All
Section 28 theu 321 All

TOWMSHIP 8 SOUTH, RANGE 24 EAST, HMPM
Seciion | tirough 3:  All

Section 10: E/2

Section 11: Al

Zecticn 12: Al

TOWMSHIP 8 SOUTH, RANGE 25 EAST, NMPM

Section 1 throwh 12: All
Section 13 through 16: N/2

-TOWNSHIP 8 SOUMH, RANGE 26 EAST, [MPM
Saction 61 W/2

Docket No, 13-82

- {t) EXTEMD the West Pecos Slope~Ano Caz ool 1n Chaves County. New Maxico, to include

)

therein:

.

TOWHSHIP 8 SOUTR, RANGE 22 EAST, NMFM
Section 3N 537&

Section 241 8/2 and NE/4

Section 2% throuwgh 27: All

Section 28: E/2

) TOWMBHIP 8 SOUTH, RANCE 2) PAST, NMPM
Section 3 through S: Al
Jection 65 N/2
Section 8 through 10: W/2
Section 17y W/2
Section 18: SB/4
Section 19: All
Section 201 /2
Section 29: Ww/2
Section 30: ALl
Section Il¢ ALl
Section 32: W/2
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TOWNSHIP 9 SOUTH, RANGE 23 EAST, NMPM
Section 3: W/2
3ection 4: All
Section 5: All
Section 61 2/2
Section 8: All

(u}  EXTEND tne Cast Red Lake-Queen-Crayburg Pool in Eddy County, New Mexico, to include
therein:

TOWNSHIP 16 SOUTH, RANGE 28 BAST, NMPM
Section 25: E/2 NE/{ and NE/4 SE/4

(v) EXTEND tha sand Ranch-Morrow f‘u Pool in Chavés County, New Kexico, to include
© therein:

TOWNSHIP 10 SOUTH, RANGE 29 EAST, KMPM
Section 26: All

(w) EXTEND the Sawyer-San Andres Associated Pool in Lea County, MNew Mexico, to include
therein:

TOWSSHIP 10 SOUTH, RANGE 38 EAST “'OfPM
Section 41 Wi —

(x) EXTEND the Tom-Tom-San Andres Pool in Chaves County, New Mexico, to include
"therein:
TOWNSHIP 8 SOUTH, RANGE 31 BAST, KMPM
Section 731 All

{y) EXTEND the Turkey Txack-Morrow Gas Poc) in' Eddy County, New Mexico, to include
therein:

TOMNSHIP 19 SOUTH, RANGE 29 EAST, NMPM
Section 21 W/2 .

Section 71 W/2
(z) EXTEND the Twin Lakes-7an Andres Associated Pool in Chaves County, New Mexice, to include
therein:

TOWRSHIP 8 SOUTH, RANGE 29 EAST
Section 18: N/2 sz/t and SE/4 3E 7

(aa) EXTEND the South Vacuum-Wolfcamp Pool in Lea County, Naw Mexico, to include therein: ' 1
TOWNSHIP 1e souts, RaNGE as EAST, NMPM
Section 16+ 8!74

itt\-it'hiﬂﬁi'ii’lﬁt!ﬁitiﬁ.'ﬁsasf-tt’.i'.".'tt""'tdtQG'iv‘ﬁ"i‘Q.Q.QQ'!"Qt('it.'..‘.!G.t‘*t't..'.lIthtal'iﬁ’ﬁi'.'{ L
. Docket No. 4-82
DOCKET: _COMMISSION HEARING ~ MONDAY ~ MAY 17, ’.532 '
OIL COMBERVATION COMMISSION ~ 9 A.M.

ROOM 205 - STATE LAND OFFICE BUILDING,
SANTA FE, NEW MEXICO.

CASE 7%22: (DE ¥OVO)

Appucgtion of Sanu T :xplo:ation co. for an unorthodox gas well location, Eddy County, New Mexico
Applicant, in the above-styled causa, sesks approval of an unorthodox location 660 fest from the North
and West unu of Section 14, Township 20 South, Range 2§ East, Permo-Penn, Strawn, Acoka and Morrow
formations, the /2 of said Section 14 to be dedicated to the well. ‘

Upon Aapu.cauon of Chama Pstroleum Coapany, this case will be heard De Novo pursuant to the provisions
of Rulg 122
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CASE 7476:

Docket 14-82

(DE NOVO)

Application of Jack J. Grynberg for compulsory pooling, Chaves County, New Mexico.

Applicant, in the above-stylad cause, seeks an order pooling all minsral intsrasts down through
and inciuding the Abo Zurmation, undarlying two l60-acxe gas spacing units, being the NE/4 and
SE/4, respictively, of Section 12, Township S South, Range 24 East, each to be dedicated to a
well 2 be drilled at a standard location thereon., 5180 to be considersd will be the cost of
drilling and completing said well and the allocation of the cost thereof as well as actual
noczatf.m custs and charaes for supervision, dasignation of applicant as operator of tiie well
and a charge for risk involved in drilling said well.

Upon applicatior of Mesa Petroleum Company, this case will be heard De Novo pursuant to the
provisions of Rule 1220.

(DE NOVO)

Application of Mesa Petroleum Company for compulsory pooling, Chaves County, New Mexico.
Applicant, in the above-styled causs, seeks an order pooliing all mineral intarasts in the Abo
formation underlying the S2/4 of Section 12, Township S South, Range 24 East, to be dedicated to
a well to be drilled at a standard location thereon. Alse to be considered will be the cost of

drilling and completing said well &nd the allocation of the cost thereof as well as actual operzting

costs ‘and charges for supervision, designation of cppliune as operator of the well and a charge
for risk involved in Arilling aaid wsll.

Upon application of Mesa Petroleum Company, this case will be heard De ovo pursuant to the préviniohc
of Rule 1220. .




Docket No. 10-82

Docketa No. 11-82 and 12-82 are tentatively set for April 28 and May 12, 1982. Applications for hearing must be
filed at least 22 days in advainces of hearing date.

DOCKET: EXAMINER HFPARTNG - WEDNESDAY - APRIL 14, 1982
9 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Richard L. Stametsa, Examiner, or Daniel 8, MPutter, ARlternate Examiner:

ALLOWARLE :

CASE 7536:

c2eT 7537:

CASE 73381

CASE 75139:

CASE 7540:

CASE 7541:

CASE 7%542:

‘CASE_7843:

(1) Consideration of the allowvable production of gas for May, 1982, from fifteen prorated pools
in Lea, Bddy, and Chaves Counties, New Mexico.

(2) Counsidezation of the allowable producticn of gas for May, 1982, from four prorated pools in
San Juan, Rio Arxrriba, and Saadoval Countizas, New Mexico.

In the matter of the hearing called by the 0il Conservation Division on its own motion to permit A. H.
Bernstein and 211 other interestid parties to appesar and ghow cause why the Allan Well No. 1 located
in Unit F, Section 23, Townahip 29 Nocth, Range 13 West, San Juan County, should not be rs-entsred and
plugged and abandoned in accordance with a Division-approved plugging program.

In the matter of the hearing called by the 0Oil Conservation Divieion on its own motion to permit

P, K. w 'X'-\utoc and all othax interested parties to appear and show cause why the Davis Pooled
Dnit Well No. 1, located in Unit I, Section 27, Township 22 North, Range 11 West, San Juan County,
should not be re-entervd and plugged and abandcned in accordance vit.!\ a Division-approved plugging

srogram.

In the sattar of the hearing called by the Oil Conservaticn Division on its own motion to pexmit

Prancis L. Harvay and all other interested parties to appear and show cauze why the Pinkstaff Estate
Well No. 1, located in Unirt A, Section 29, Township 29 Morth, Range 10 West, San Juan County, thould
not be re-entered and plugged and ubaadnnod in accordance with a Division-approved pluqqiug program.

In the itter of the hearing called by t.ho 0il' Conservation D!.vision on its own motion I:o permit B U.N.S.
Company, Ancrican Erployars Insurance and all oth-r interested parties to appear and show cause why the
following wella: Waggoner No. L, Brown No. ;! Wyper No. 2, located in Units X, M, and O, respectively,
of Section 29, Township 30 North, Range li Wesi, Sai Juil. Cointy, chould not ha plngged and abandoned

in accordance with Division-approved plugging programs.

In the matter of the hearing called by the Oil Conssrvaticn Division on its cwn motion to permit Pauly-
Anderson-Pritchard and all other interested parties to appear and show cause why the Maloy Well No. 1,
located in Unit P, Section 16, Township 29 North, Range 11 West, San Juan County, should not be plugged
and abandoud in accordance with a Division-approved plugging program.

In the mattexr of the haaring culad by the 01l Conssrvation D:Lvlni.on on its own motion to perait E. J.
Miley and all other interested parties to appesar and show cause why the Hare (Ransom) Well No. 1, located
in Unit N, Section 14, Township 29 North, Range ll West, San Juan County, should not be plugged and
abandoned in accordance with a Division-approved plugging proq:an.

In the matter of the hearing called by tha Oil Coauz-ntion Division on its own motion to ponit Benson~
lhpun-crm brilling Corporation, Hartford Accident and Indemnity Company, and all other interestsd
parties to appear and show cause why the following wells: Dustin No, 1, located in Unit K, Section 6,
and the Gallegos Canyon (it No. 2, located in Unit X, Section 35, both in Township 29 North, Range 12
Wes:, and the 3eqgal Mo, 1, lusated in Unit K, Secticn 10, and the Price No. 1, located in Unit M, Section
15, both in Township )1 Morth. Range 13 West, San Juan \.aunty. should not be plugged and abandoned in
‘ceo:dmeo with Division~approved plugging programs.

In the matter of the hearing called by the Oil c«\azvation Division on its own motion to permit Calvin
Petxoleum Corporation, United States Fidelity and Guaranty Co., and all other interested parties to appear
and show cause why the Xasmpf SWD Well No. 1, located in Unit N, Jection 19, Township 30 North, Range 1l
West, San.Juan County, should nhot be plugged and abandoned in accordance with a Division-approved -

plugging program.
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CASE 7544:

CASE 7545:

CASE 7546:
ChSE_7547:

CASE 7517:

CASE 7548:

CASE 7549:

CASE 7552:

CASE 7553:

. costs and charges for supervision, duiqnation of applicant as opsrator of the wall and a charge for riek

DOCKET NO. 10-82

Application of Dinero Operating Company for an unorthodox gas well location, Eddy County, New Mexico,
Applicant, in the above-styled cause, seeksz approval for the unorthodox location of a well to be drilled
&£0 feet from the North and East lines of Section 20, Township 22 South, Range 28 East, Morrow fic¢mation,
the N/2 of said Section 20, to be dedicated to the wall.

Applicaticd of Baker Engineering for a non-standard gas proration unit, E&dy County, New Mexico.
Applicant, in the above-styled cause, ssaks approval of a 258.l6-acre non-standard 9as proxation
a2li of pactizl Section 337, Township 28 South. Rende 30 Rasc.

- - . —— 4 g v
unit for the MusTow formaticon coxprising =il .partiz

Application of Somny’s Oil Fiaeld Services, Inc. for an oil treating plant permit, Lea County,Mcw Mexico.
Applicant, in the above~-styled cause, seeks authority for the construction and operstion of an oil
treating plant for the purpose of treating and reclaiming sediment oll at its salt water disposal site
in the NW/4 WE/4 of Section 29, Township 18 South, Range 38 East.,

Application of Anadarko Production Company for an unorthodox oil well location, Lea County, New Mexico.
Applicant, in the above-stylad cauza, seeks approval of an unorthodox location 2550 feet from the North
line and 1350 feet from the Wast line of Section 15, Township 22 South, Pange 37 Zast, Fenrose Skelly
Pool, the SE/4 WW/4 of said Ssction 15 +o be dedicated to the well.

(Continued from March 31, 1982, Exaniner Hearing)

Application of hnadarko Production Company for an uncrthodox oil well lscation, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval of an unozthodox location 1450 feet from the South
line end 1400 feet from the West line'of Section 15, Tcwnship 22 3cuth, Range 37 East, Penrose Skelly
Pool, the NE/4 5W/4 of said qoction 15 to be dedicated tu the well,

Agpncatzon of Tahoe 0il & Catch Co..for salt watar disposal, Laa Cwnty. Nw Mexico.

Applicant, in the above-atylnd cause, seaks authority to dispose of produced salt water into tne dan
Andres formation in the perforated interval from 4932 feet to 4992 feet in its Schwalbe well No. 1,
located in Unit P of Section 21, Tcwnship 9 South, Range 37 East, West Sawyasr-San Andrs« Pool.

Application of H. L. Broyn for an unorthodox gas well location, Lea County,New Mexico. .-
Appiicant, in the sbove-z tyled cause, seeks approval of an unorthodox Pennsylvanian gas weli® !.c'-aﬂo-\
609 feat from the South line and 1665 feet rfrom the East line of Sectica 32, Township 15 South, Range
32 East, tha S/2 of said Section 32 to be dedicated to the well, an oxi:tmq well which is to be

dnapenod

Applicaticn of Harvey %, ‘x'atus Company for the Rascissiun of Ordér Nv- R-6918. Chaves County, New chlco.
Applicant, in the above-styled cause, aseks the reacission of Orf: N No., R-6918, which compulsgorily poolad

the Atcka-Morrcw formation underiying the N/2 of Section 19, 'x‘mnuhip 8 South, Range 30 East, Chavrs
County, New Mexico, to be dedicated to a well to be drilled at a standard location thereon. .\ppl:l.cu?’j
_now seeks the rededication of the E/2 of said Section 19 %o the aforessaid well without compulsory pooling.

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

"in the above-styled cause, seeks an order pooling all mineral interests in the Hol!ﬂaup through .

Mississzippian formations underlying the E/2 of Section 21, Township 11 South, Rangs 31 East, to be
dedicated to a well to be drillad at i'standard location thereon., Also to be considered will be: the cost
of d:uling and cazipletinq said wsll and the allocn:ion of the cost thereof as well as actual cp.:eeing

involved in drilling said well.
Application of Merrion 0il & Gas Company for compulsory pooling, Sandoval County, New Mexico.

- Applicant, in the above-styled cause, seeks an ordexr pooling-all minsral interests down tlirough and

including the Gallup formatlon underlying the S/2 SE/4 of Saction 20, Township 23 North, Range 6 West,
to be.dedicated to a well to be drilled at a standard location therscn. Also to be considered will be
the cost of drilling and cuq:lotiﬂq said well and cthe 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 FPred Pool Dzilling Cwmy for compulsory pooling, Chaves County, m Mexico.

Applicant, in the above-=styled cause, sesks an order pooling all mineral interests from the surface down
through the Abo formation, underlying the SW/4 of Section 17, Township 6 South, Rangs 25 Eust, to be
dedicated to & well to be Crilled at a standard location thereon. -Alsc to be considersd will be the

cost of drilling and completing said wall and the allocation of the cost thereof as well as actusl oparating
costs and charges for supsrvision, designation of applicant a8 opsrator of the well and a charge for risk

involved in drilling said well., '~ P
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CASE_7520:

CASE 7554:

CASE 7555:

CASE_7556:

CASE 7557:

CASK 7558: .

"to be dedicated to 2

{Continued and Readvertised)

Application of Lewis B. Burleson, Inc. £.: . rpulsory pooling and a non-standard cil proration unit,
Laa County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral
interests in the Jalmat Pool underlying a 30-acre non-standard oil proration unit comprising tho

N/2 of the Easternmost 60 acres of the NwW/4 of Section 15, Townshin 24 South; Danges 22 ®azt, &o

be' dedicated to a well to be drilled at a standard location thereon. Alsc to be considersd will be
the cost of drilling and ccqlctinq said well and the allocation of the cost thereof as well as actual
cperating costs and charges for supervision, designation of applicant as oporatoz ot the well and a

charge for risk involved in drilling said well.

Application of Morris R. Antweil for compulsoy . pooling, Lea County, New Mexice.

Aprlicant, in the a,ﬁve-stylod cause, seeks an order pocling all mineral interests from the surface to-
the top of the Drinka?d formation underlying the NK/4 SW/4 of Section 5, Township 20 South, Range 38 East,
“ee to be drilled at a standard location thereon. Also to be considered will be
the cost of drilling and completing said well and tle. auocation of the cost, therenf xs well as actual
operating costs and cumrges for supervision, desit,r-atxfw £ applicant as opar stnr of the well and u
charge for risk involved in drilling said well.

prllcat.mn of Moxrris R. Antweil for compulsory pooling, Lea County, New Mexico.

Applicant, in the above-styled cause, seexs an order pooling all mineral interests from the surface

to the top of the Drinkard formation undgrlymg the SW/4 NW/4 of Section 5, Township 20 South, Range .

38 East, to be-dedicated to a well to ba drilled at a standard location thereén. Also to be considered
will be the cost of drillmq and completing said well and the allocation 'of the cost theieof as well:

as actual operating custs and charges for zupervision, designation of applicant as operatur of the well
and a charge for risk involved in drilling <aid well,

Applicatien ot’ MGF 01l Cotpcratxon for compulsory pooling, Lea county, New Maxico.

applicant, in the ahovn-styled cause, seeks an order pooling all minexal interests from tho surface down
through the San Andres formation underlying the NE/4 NW/4 of Section 5, Township 20 South. Range 39
Ezst, to be dedicated to 4 well to be drilled at a standard location therec:. Also to ka considered
will be the cost of driiling and coapletinq said well ind the allocatiocn cf the cost: the-eof us well g
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, .

ﬁpph' at.l o of MGF 04l cupozatmn for compulsozy poolmq, Lea County, New: He:uco‘

Appli ant, in the above-styled cause, seeks an order pooling all mineral inrarastn Fridm rha envfssn’
deem through the Seven Rivers formation underlying tha SW/4 of Section 32, 'l'ovmship 19 South, Range

29 East, to be dedicated to a well to be drilled at a standard location thereon. Also tc be considered
will be the cost of drillinq and completing said well and the allocation of :he coat thereof as well

as actual operating costs and charqges for supervision, designation of applicant ag operator of the holl
and a charqe foz risx involved in drilling said well.

Apphcatxon of -MGF 0il carporat:.on for compulsory podling, Lea (.ounty, Naw Mexico,

) Apphcant, in the above-styled causs, seeks’an ordet poolinj all. m:l.neral interests from the surface dawn

CASE 7515:

- through 'the:Seven  Rivers formation- ‘underlying the SE/4 of Section 31, Township 19 South, Range 39 East,

to be dedicated to a well to be drilled at a standard locatlon therdon. Also to ha considered will Le
the cosgt  of: dnllmq and complet:lng said. well and the 2llscation ol Lie cust thereor as well as actual

crerating costs and charges for supervision, deszgnatmn <f ‘applicant as operator of -ths wali and a \.hurge»

for risx invelved in drilling 33id well.

(Co‘nt'i::ued frem March 31, '1982 Examingr Hearing)

Application of Four Corners Gas Producers: Association for dcsiqnatlon of s tight formation, San

" Juan County, New Mexico, Applicant, in the adove-styled cause, seeks the duiqmuon of tie Dakota

formation und.rlying all or portions of Townships 26 and 27 North, Range 12 and 13 West, Township

28 Noxth,' Rangn 13 Wast, Township 29 North, Ranges 13 through 15 West, and Township 30 North, Ranges

14 and 15 West, containing 164,120 acres, more or less, as.a tight formation cuant
pur to Se 0
of the Natural Gas Policy Act .nd 18 CPR Section 271, ;61-705. ctlon 107

’l
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CASE_7559: In the matter of the hearing ca21led by the Oil Conservation Diviiiani i ice own motion for an
ordsr criwiing, abolishing, and axtendi~- " . iain pools in Lea and Roosaveit Counties, New Hexlica.

(a) CREATE a naw pool in Lea County, New Mexico, classified as a gas pocl for Mississippian
production and designated as the Caudill-Mississippian Gas Pool. The discovery well is the
Moran Exploration, Inc. Gann Well No. 1 located ir Unit D of Section 9, Tcwnship 15 South,

Range 316 Ezst, PR, Said pool would comprise:

TOMMSHIP 15 SOUTH, RAMGE 36 EAST, NMPM
f{ection 9: WN/4

(b) CREATE a new pool in Roosevelt County, New H‘xico, .classified as an oil pool for Pannsylvanian
production and designated as the North Dora-Pen:. . lvanizn Pool. :Fhe discovary well is the Enserch
Exploration, Inc. Colljer Well Nc. 1 located inm (!ni‘- I of Sacil g, 29, Townsihip 4 South, Range 33

East, NMPM. Said pool would comprise:

TONNSHIP 4 SOUTH, RANGE 33 BAST, NMPN
Section 29: B/2

(c) CREATE a new pool in I.ea ~.cm:n:y, New Maxico, classified as a gas pocl for Morrow production and
desvgnated A3 the Johnson Ranch-Morrow Gas Pool. The discovery well is the Mesa Patroleum Company
Jackson Uri: Kell No: 1 located in Unit G of Section 22, Tounship 24 South, Range 33 East, NMPM,
Sa:.d pool uauld comprisze:

WKIP 24 SOUTH, RANGE 33 BAST, NMEM

Section 22: R/2 i
:(d) CREATE a new pool in Lea County, New Mexico, classified as an. oil pool for Dulaware production
and designated as the East Triste Draw-Delawara Pool. The discovery well is the Getty Oil Company
Gatty 28 State Well No, 1 locacod in Unit J of Section 28, Twnnhj.p 24 South, Range 33 Eagt, NMEM,
Saia pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 33 EAST, NMPM '
zion 28: SE/4 v : N

(e) CREATE a naw pool in lLea County, New Mexico, classified as a gas pool for Morrow production and
“the Amdcy Tooducticn Company

dosi.qnated as the 'l'ristn Draw-Morrow Gas Pool, The discovery well is the
Stare T2 Com Well Ko, 1 located in Unit B of Section 32, Township 23 South, Range 32 East, NMPM.
Said pool would coupn.u:

TOWNSRIP 23 SOUTH, RANGE 32 EAST, NMPM

Section 32: N/2
(£) CREATE a new. ‘peol in Lea County, lhw Mexico, clauifiod as ¢ 'gas pool for Holfcamp ptoducti.oa
and designated ag the Vaca Craw-Wolfcanp Gas Poel. The diucovcty wall is the HNG 0il Company Bell
Lake 11 Faderal Well #1 located in Unit B of s«:tion 11, ‘rownship 25 SOuth, Range 33 Eaat, NMPM.
Scid pool would ccaprise: . . i )

_TOWNSHIT -25 SOUTH, RANGE 33 EAST, NMPM
Section 1l: - N/2

(9) CREATE a new pcol in Lea County, New Mexico,classifisd as. ‘an oil pooi for Bone Sprir.g preduction
and designated as the West Vacuum-Bons Spring Pool. The. diacovory well is the Amoco Production Coxmpany
State HS Com Well Ro. 1 lucated in Unit K of Section 9, Township 18 South, Range 34 East, NMPM. Said

pool would coqriu:

TOWNSHIP 18 SOUTH, RANGE 34 EAST, RMPM
Section 9: SW/4

(h) CREATE ‘A neaw pool in Rovsevelt County, New Hoxico, clunﬂgd as a' gas pool for Granite Wash
p:oducticn and designatad as the South Tanneyhill~Granite Wash Gas Fool.. The discovery well is the
Threshold Davelopment Company, Harris 14 Well No. L located in Unit B of Section 14, Township & South,
Range 33 East, NMPM, currently’ ‘classified as producing fxon e Pennsylvanian tormation and in the
Tanneyhill-Pennsylvanian Gas Pool. Thée welil has been re-evaluated and the yroducinq intntval is wore

corractly Aafingd as Granite Wash. Said pool would comprise:

TOWNSHIP 6 SOUTH, RANGE 33 EAST kv

Section 4: H/z
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(i) ABOLISH the Tanneyhill-Pennsylvanian Gas Pool in Roosevelt County, New Mexico, as heretofore
classifisd, defined, and described as:

TOMMSEIP S SOUTH, RANGS 33 SAST, WHER

Pt

Section 14: All

(§) EXTEND ihe Baum-Upper Pennsylvanian Pool in Laa County, Mew Mexico, to include therein:

TOWNRSHIP 14 SCUTH, RANGE 33 EAST, NMPM
Sectiocn 7: SE/4

(k) EXTEND the Bilbrey-Morrow Gas Pool in Lea County, New Mexico, to include therein:
TOMMSHIF 22 SOUTH, RANGE 32 EAST, NMPM

Section 4: N/2
Section 5: NE/4

fl) EXTEND the Blinebry 0il and Gas Pool in Lea County, New Mexico, to include therain:

TOWISEIP 20 SOUTH, RANGE 38 EAST, NHPM
Section 33: MNW/4

(m) EXTEND the Bootleg Ridge-Morrow Gas Pool in Lea County, New Mexico, to include trierein:

TOWNSHIP 22 SOUTH, RANGE 33 EAST, NMPM
Section 17: W/2

{n) EXTEND the Buffalo-Pennsylvanian Gas Pool in Lea County, Rew Mexico, to include therein:

TOWNSHIP 19 SOUTH, RANGE 33 EAST, NMPM
Saction 9: N/2

(o) EXTEND the North Peterson~Pennsylvanian Pool in Roosevelt County, New Mexico, to include therein:

- TOWNSHIP 4 SOUTH, RANGE 33 EAST, NMPM
Section 16: " SE/4
Section 20: “NE/4

(p) EXTEND the South Pet.rson-?ennsllva.nxan Associated Pool in Roosevelt County, New Moxico.
include therein:

TeMmsaIE © sc.rm RANGE 33 BAST, e
Section 14: \11

(q) - EXTEND the Sowell-Morrow Pool in Lea County, New Mexicc, to include therein:

TOWNSRIP 1§ SOUTH, RANGE 32 EAST, NWPM
Saction 11: Nw/4 i '

{r) EXTEND the Wantz-Abo Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 21 SOUI’HI BANGE 37 SAS‘!‘I NNPM

- Section 9i Ri/é




HARVEY E. YATES COMPANY

P.O. BOX 1933 SUITE 300. SECURITY NATIONAL BANK BUILDING 058234001
AOSWELL. NEW MEXICO 8820

HEYCO

PETRQLEUM PRODUCERS

March 15, 1982

‘J

66,«/4—"'

0il Conservation Division
Post Office Box 2088
Santa Fe, New Mexico 87501

RE: Mescalero Sands Unit
Compulsory Pooling Request
Section 21, Township 1l South
Range 31 East, N.M.P.M.
Chaves County, New MNexico
(HEYCO Refs 9169)

Gentlemen:

~ Please accept the attached Applica’cion' for Compulsory
Pooling on the ahove réferenced weil.

Thank you.
Sincerely, .
A0 ) R
ﬂQL k Zéd (4'(’(."(‘1(}},;/‘/1,/.

Jo Fendsrgrass

JP:ms

At;tac!:nent




IL CONSERVATION DIVISION

%INERALS DEPARTMENT OF
‘1

;?“* | ..m%“ﬁﬁz

OlL LONban RYIIeTE Unls‘\){‘w
SANTA Ft

TE OF -NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF HARVEY E. YATES COMPANY

~FOR COMPULSORY POOLING,

CHAVES COUNTY, NEW MEYICO

Case Bo. /595

LI TRy

. APPLICATION

COMES NOW HARVEY E. YATES COMPANY “by its attorney and
respectfully states: 5
1. App.u.cant proposes to dr:ul a well sltuated 1980 “‘NL
and 660 FEL, Section 21, Township 11 South, Range 31 East, N.M.P.M.,
Chaves County, New M’éxico, to the,Atoka—Mor_rbw formation  and ‘dedi-
cate the E/2 of Section 21 £o said well.
| 2. Aé}ilica‘nt is the owner of, and/or holds the contractual
right, to drill and deveiop from the Wolfcamp ‘through Mi'ss;:iss'ip‘pi'an,
formtions underlying the fo}.IOW1ng descrlbed 1ands eltuated WJ.thlh the

__.E/2 cf Section 21:

Description Interest Owned Type of Interest Net Acres

E/2 100.00%  Working Interest 266.67

3. Applicant has obtained voluntary consent to pooling
of interests in the w&slfcaxﬁp"through“ Missiséippian formations under-
1lying the r./2 of sald Section 21 with the exceptlon of the parties

named bLelow, w?noae addrances, 'ar’:d i!‘.tGrGS\,a rowueu,'accordlnq to Ap-

plicant's information‘and belief, are as follows:




Interest Type of Ret

owner , Description Owned Interest Acres
Mr. Powhatan Carter, . E/2 100% Mineral Interest 53.33
Jr. "~ )

Post Office Box 328

Ft. Sumner, N.M. 88119
and

Mr. Anderson Carter

Post Office Box 725

Lovington, N.M. 88260

4. Applicant has besn unable to\obtain voluntary agreement
for poollng of the 1nterests described in paragraph 3 immediataly
above, and in order to “avoid the drilling of unnecessary weils, to
protect corr elative rights, and to prevent waste, all interests from
the Wolfcamp through the Mississippian formation underlying the E/2
of said Section 21 sghould 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, Anplicant should be designated operator of said pooleh
lands. ‘

6. The risk and expense of driliing and completing. the
proposed weil is great, and if the owners of the interests described
in‘paragraﬁh 3 above, or any other unknown owners»ofbintcrests in
the proposed proration unit, do not‘choose'to.pmy their share df
the costs of drilling and complaﬁing said proponéd waell, then
Applicant'shoula be allcw§d a reasonablie c¢harge for»iupervisioﬁkof
éaid weil, and a charge for the risk lnvolved in addition to recovery
of the actual co-t of drillinq and completinyg aaid well,

WHEREFORE, Applicant Praylt _

A. That this application be aét for .hearing before an

examinex and that notice of said hearing be given as required by law.




B. That upon such hearld'the Division enter its order

pooling'all interests from the Wolfcamﬁﬁth?qﬁgh the Mississippian

formation underlying the E/2 of section 21, Townsﬂip 11 South, Range

31 East, N.M.P.M., Chaves County, New Mexico, designating appiicant
as Operator of said pooied iands, making'prbviSion'for appiicant to

recover its costs from production; inclﬁding an appropriate risk fac~

tor, and provisions for payment of operating costs and costs of -

supervision from production, to be allocated among the interest ‘own-
ers as their interests may be determined.
cC. For‘sudh further relief as the Division deems just

and proper.

DATED this /5  aday °f,dé1?£ , 1982,

HARVEY E. YATES COMPANY

BY: ; Za gy /
omas J.,

Attorney ‘for Applicant
P. O. Box 1933

‘Roswell, New Mexico 886201

TJH: jo

OCD-1 #24
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STATE OF NEW MEXICO
" .ENERGY AND MINERALS DEPALTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

CALLED BY THE Ol1L CONSERVATION

. DIVISION FOR THE PURPOSE OF

CONSIDERING:

CASE NO. 7551

Order No. rR-(9727

APPLICATION OF HBARVEY E. YATES w ﬂ

COMPANY FOR COMPULSORY POOLING,

CHAVES COUNTY, NEW MEXICO.

7
ORDER OF THE DIVISION

BY THE DIVISION:

This cause qaine ‘on for hearing at 9 a.m. on May 12, 1982,

. at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this _ day of May, 1982, the Division
Director, lha\iing considered the testimony, the recotd, and the
recommendations of the Examiner, and being fally advised in the

premises,




(1) That due public notice having been given as required

by law, the Division has jurisdiction of this cause and the

subject_ﬁéﬁﬁer thereof.

(2) That the applicant, Harvey E. Yates Company, seeks an
order pooling all mineral interests in the Wolfcamp through
Mississippian formations underlying the E/2 of Section 21,

Township 11 South, Range 31 East, NMPM, Chaves County, New

Mexico.

(3) That the applicant has the right to drill and proposes

to drill a well at a standard location thereon.

(4) That there are 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 corref;tive riéhts, and to afford to *he owner of each
‘interest in said unit the opportunity to recover or receive
without unnecessary expensé his just and fair share of the gas
ih7said*pbbl; the squect application should be approved by
pooling all ﬁiheral interests, whatever they‘may.be, within said.
unit.

{(6) That the applicant should be design@ted 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 _Zg¢ 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

cogts in the absence of such objection.

(10) That following determination of reasonable well costs,
any non-consenting working interest owner WhC?haq»paid his share

of estimated costs should pay to the operatorf%dy amount that

reasonable well oosts exceed estimated well costs ana’shouid SR

receive from the operator any amount that paid estimated well

costs exceed reasonable well costs.

- . |
(11) That $ 4408 — per month while drilling and
$ /a4 - per month while producing should be fixed

‘as reasénable chatges for supervisiocn (combined fixed rates);

that the operator should be authorized. to withhold from

production the propoitionate share of such supervision charges
attributable to oach'noh—consenfiﬂg‘wdfking,inﬁnrest, and in
addxtlon thereto, the operator should be authorized to w1thhold

from production the proportlonate share of actual expendltures

required for operating the subject well, not in excess of what

are reasonable, attributable to each non-consenting working

interest.

(12) That all proceeds from production from the subject

well whxch 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

ded:icated on or before __wn,{y_ /.1937/. the order

" pooling said unit should become null and void and of no effect

whatsoever.

IT IS THEREFORE ORDERED:

" (1) That all mineral interests, whatever they may be, in
the Wolfcamp through Mississippian formations underlyiné the E/2
- of Section 21, Township 11 South, Range 31 East, NMPM, Chaves
‘Ccﬁmty, New Mexico, are héreby poocled to form a standard
,20 -acre gas spacing and proration unii to be dedicated to a

“‘well to be drilled at a standard location therxeon.

PROVIDED HOWEVER, that the operator of said unit shall

commence the

illing of said well on or before the /s 0

day of ' 198-2',‘ and shalif tyhevreafterr continue

‘the drilling of said well with dGue diligence to a depth
~sufficient to v-tést the ﬁ;e,}e,’gq.ﬁ' i __ formatlon;

PROVIDED FURTHER, that in - the event said operator does not
commence the drilling of said well on or before the A" C o

day‘ of &ﬁiéﬂ , 1982, Order (1) of this order shall

be null and void and of no effect whatsoever, tnless 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 ¢omencement




therecf,fsaid 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 =aid well, the operator ghall
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 chare of
estimated well costs to the opérator in lieu of paying his sha:e
'Of'réasbhable well costs out of production,:and that any such
owner Qho pafs his share of estimated well costs as provided
above ‘ghall remain liable for operéting costs but shall not be

liable for4risk 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 completioﬁ of the weil;‘that if
“no objection to the actual well costs is received by the
Division and the Division has not objected within 45 days
followingA:eceipt of saiad séhedule, the actual well costs shall
be the reasonable well costs; provided however, that if thére is
_an objection to actual well costs within said 45-day period the

Division will determine reasonable well costs after public

notice and hearing.




{6) That within 60 days following determination of

- 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*operatar‘his pro rata share of the amoﬁnt
that reasonable well costs exceed estimated weli costs and shall
‘receive from the operator. hls pro rata share of the amount that

es+1m ted 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,
percent =~ of - the pro - rata - share of

nascnab'lc rvn11‘ﬂné§-c =+‘§-V hn‘"\b"o to Qach

non-consenting worklng interest owner who
has not pald 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.

P
,,_(9! That & féﬁﬁg - per wmonth while drilling and
Hpp S ‘per month while producing are hereby

flxed 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-consentlng working interest,
and in-addition thereto, the operator is hereby authorized to
withhold from production the proportionate share of actual
expenditures regquired for operating such well, not in excess
of what are reasonable, attributable to each ncn-consenting
working interest.

(10) That any . unsevered mineral interest shall be
considered a -seven-eighths (7/8) working interest and a
one-elghtx.;(l/B) royalty interest for the purpose of
allocatiny costs ana charges under the terms of this order.

‘tJ1) That any well costs or charges which are to be paid
out of production shall ‘be withheld only from the working
‘intereést’'s share of productzon, and no costs or charges shall
be withheld from production attributable to royalty
interests.




(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in 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 sald escrow agent,

(13) That Jurlsdlction 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 ysar
herexnabove de31gnated

STATE OF NEW MEXIPO
OIL CONSERVATION DIVISION

JOE, D. RAMEY,
Director

SEAL
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