


Page 1
™ 1 STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
2 O1L CONSERVATION DIVISION
State Land Office Building s
3 Santa Fe, New Mexico
21 November 1978
4
EXAMINER HEARING
5
sf ) |
IN THE MATTER OF: ) 3
. 7 ) |
; Application of Adobe 0il Company )
! 8 for compulsory pooling, ) CASE
j Lea County, New Mexico. ) 6364 ) :
® ) |
ags. of T j
§§§§ ., | BEFORE: Daniel S. Nutter |
-z
B w |
P ;;iz_ - TRANSCRIPT OF HEARING |
> g8 13
4!5'
<E:] 14
»nys
15 APPEARANC CES
16 For the 0il Conservation Lynn Teschendorf, Esq.
Division: ) Legal Counsel for the Division
. 17 State Land Office Bldg.
. Santa Fe, New Mexico 87501
H
¢ 1 .
£ 8 Yor the- Applicant: W. Thomas Kellahin, Esdg.
19 KELLAHIN & FOX
{ 500 Don Gaspar
i 20 Santa Fe, New Mexico 87501
.
v 22
23
3
o 24

25




3
W
S~

lanca (608) 471-2483

CERTIFIED SHORTHAND REPORTER
3050 laza B
Santa Ve, New Mexioco 87801

SALLY WALTON BOYD

10

1

12

13

14

15

16

17

18

19

ROBERT BYRON

Direct Examination by Mr. Kellahin

Cross Examination by Mr, Nutter

DALE LUBINSXI

Direct Examination by Mr. Kellahin

Cross Examination by Mr. Nutter

Applicant
Applicant
Applicant
Applicant
Applicant
Applicant
Applicant
Applicant
Applicant

Applicant

Exhibit
Exhibit
Exhibit
Exhibit
Exhibit
Exhibit
Exhibit
Exhibit
Exhibit

Exhibit

EXHIBTITS
One, Tabulation
Two, List
Three, Document
Four, Operating Agreement
Five, P;at
Six, Structure Map
Seven, Structure Map
Eight, Structure Map
Nine, Plat

Ten, Cross Section

11




Page 3

1 MR. NUTTER: Call next Case 6364, which is

2 the application of Adobe 0il Cormpany for compulsory pooling,

3 Lea County, New Mexico.

4 MR. KELLAHIN: Tom Kellahin of Kellanhin and

5 Fox, Santa Fe, New Mexico, appearing on behalf of the appli-

6 cant, and I have two witnesses to be sworn.

7 (itnesses sworn.)
8
9 ROBERT BYRON
E§§§ 10 being called as a witness and having been duly sworn upon
2352 11| his oath, testified as follows, to-wit:
_ 33
L v: 12
§§§=. "
:Eé:: DIRECT EXAMINATION
3§§5 4§ BY MR. KELLAHIN:
) % 15 0 Would you please state your name, by whom
E é . 16 you are employed, and in what capacity?
'{#‘ . § 17 A Robert Byron. I'm an independent petroleum
) 18 land man, employed by Adobe 0Oil.
19 MR. NUTTER: How do you spell your last name?
20 A B-Y-R-O-N.
2 MR. NUTTER: Thank you.
LA 22 0. Mr. Byron, have you previously testitied be-
23 fore the 0il Conservation Division in your capacity as a
- 24 landman?

25 A No, sir,
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0 Would you describe briefly for the Examiner
what your educational background and work experience has
been in the field of petroleum land management?

A I've had thirteen years with Mobil 0il Cor-
poration as a landman; one year for Texas International
Petroleum as a landman; and eight years as an independent.

Q Mr. Byron, have you made a study of and are
you familiar with the land title situation with regards to
the acreage involved in this particular application?

A Yes, sir.

MR. KELLAHIN: If the Examirer please, we
tender Mr. Byron as an expert in the field of petroleum
land topics.

MR. NUTTER: Mr. Byron is guaiified.

0. (Mr. Kellahin continuing.) Please refer to
what I have marked as Adobe Exhibit Number One, énd identify
that tabulation.

A These are the mineral interest owners that
have not leased in this particular tract at this time.
However, there are a few that have, I understand, gone ahead
and leased their interests.

0 All right, let me ask you some questions
about that tabulation, Mr. Byron.

What is represented by the first column of

figures?
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- 1 A Well, this is the unleased interest and of
2 course would be the working interest in -- in the well,
3 provided that they were and remained unleased.
4 ) The first column indicates working interest
5 in the northwest quarter of the southeast quarter.
6 A Yes.
: 7 Q What does that represent?
8 A Well, that would be oil, in the event that
9% the production of 0il was established.
gggg 10 0. All right, and the second column, then, in
E':‘gg " the right margin is the working interest onr the southeast
£ g%?i 12|  quarter, and what does that represent?
z
zégi 13 .8 In the event that there were -- that this
; $§§3 i4 well is a gas well, then that would represent their parti-
; 15 cipation in the gas well.
% ' 16 Q Let's go down the column of nares of indivi-
) v duals and companies and have you indicate for us the current
18 status of any negotiation with any of those parties.
19 A All right. Koch Industries, I understand,
2 have physically and actually leased at this time, so we
21 would probably be able to eliminate them from this.
. 22 Texas Pacific 0il has leased.
Ql' 23 Uunion Texas Petroleum Corporation has ad-
- 24

vised that thev would lease but we physically do not have

a lease in hand at this particular time.
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baa

2nderson amé Carter have not leased at this
time.

David Kite has not leased at this time;
however, we are in the process cof negotiating a lease with
them.

The Bank of California Trustee for Betty
Kite Dressen, we are in the process of negotiating a lease
with theﬁ.

George R. Borden has agreed to lease and has
a lease in hand: however has not signed it and returned it
at this time. His brother, Lyle, has leased and we physi-
cally have a lease from him.

2 Let me stop you at that point. All the names
above Morris Antweil's hame, those are the interest owners
in the north half of the southeast quarter, is that correct?

A That is correct.

0 All right. For the south half of the south-

east quarter there is a different ownership, is there not?

A That is a Federal lease, I believe.
Q All right. Who holds that Federal lease?
A Morris Antweil one-half and Wegtern Reserves

Cil Company, one-half,
0 That accounts for the fact that zero percentag
is indicated in the first column and a 25 bercent interest

in the second column, correct?




™ 1 A. Correct.

2 0. What, if any, contact have you had with

3 Morris R. Antweil and Western Reserves 0il Company?

4 A I personally have not had any, but Adobe did
5 I believe talk to them and they weren't interested in parti-
6 cipating.

7 Q To the best of your knowledge neither one of

8 those parties have joined in drilling the well?

9 . A No, sir.
o3, 10 | 0 Okay.
oE iz »
:"l"gg n MR. XELLAIIN: 1f the Examiner please, the
ﬂ\i §§5§ 12| second exhibit is a tabulation of certified mail return
$5 | | - '
;é;; 13| receipts for all of the interest parties mailed by my office
3%:33 14 on October 3rd and again on Octoiner 13th, to indicate that
1% | copies of the amendéd.applicaﬁéon fér Zorced pooling have
. : 16§ been sent and received'b§>a11fthé‘parties'bﬁ this Exhibit
. 7 Number One.
. 18 I believe that conciﬁdeg my examination of
18 Mr. Byron.
20
2 CROSS EXANTHIATION
—_— 20 BY MR, NUTTEK:
) 23 0 Mr, Byron, now in the north half of the
! 24| southeast quarter all of these peosle that vou mentioned
25

have an undivided interest in the entire north half o~
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~ 1 soutneast quarter --
2 A Yes, sir,
3 Q. - as royalty owners, as owners in --
4 A As mineral owners, vyes,
5 0. As mineral owners.
6 A Yes, sir,
7 0 And the ones that you said have leased have
8 given Adobe an oil lease there.
9 A, Yes, sir.
as s, 10 Q. Under that 80-acre tract?
> S
Q ot .
oy 11 A, Yes, sir.
z st
—~ 5%;: 12 0 And then in the south half of the southwest
( .
z
: z:"" 13 the mineral owner is the United States Government.
; -125-
, Hg:i .
i 585 14 A Yes, sir.
' 15 Q. And Antweil and Western Reserves have' the
16 Federal lease there.
* 17 A Yes, sir.

T 18 ¢} And then what's this interest of Adobe 0il
18 and Gas Corporaticn in the northwest cuarter of the south-
!

20 east quarter, this 47 percent? Where did that come from?
21 A. This is the leased interest that they had
i
i 2 at the time of the preparation of this exhibit.
. 23 0 In other words, we're looking again at the
i 24 north half and there are some other owners in here that had
25 previously executed leases with Adobe,




3080Plaza Blanca (805) 4T1-2462
Santa ¥e, New Mexioco 87501

CERMIFIED SHORTHAND REPORTER

SALLY WALTON BOYD

10

1t

12

13

14

15

16

17

18

19

21

23

24

25

A Yes, sir.

0. And that's where Adobe gets its 47 percent?
A Yes, sir.
0 And now, of course, this figure is more than

47 percent bhecause you now can say that a number of these
have leased or are in the process of leasing.

A Yes, sir.

0. Have any of these people who own minerals in
the north half of the southéast quarter actually refused to
lease? -

A. Well, no, sir, they haven't actually refused
to lease. Some of them have quoted terms,; vou know, above
and beyond what we feel is economical in this thing.

0 So withcut further negotiation the thing
appears to be deadlocked and you wouldn't be able to lease
it.

A Well, specifically, sir, we -- we offered
$100 an acre and a quarter royalty, and the price -- and the
royalty quoted to us as they came back was considerably in
excess of a quarter.

At that point we've only given a guarter
cf the

nla 3 i nar+irnlaryr +hinag and
je in thieg varticulay thin g ana

we did not feel, based on the production there, that we
could, you know, give any more.

0 Now what's your status of negotiations with
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Antweil and Western Reserves? In the south half of the
2 southeast?
3 A Well, they did not want to participaté in

4 the drilling of any well and for -- I could not say, sir,

5 on that, because Adobe has kind of more or less taken that.
6 The Adobe landman per se is more or less taking that nego-

7 tiation on himself.

8 MR. NUTTER: 1Is your other landman going to

9 testify as to negotiations with Antweil and Western Reserves

10 or what's he going to testify to?

ofs.

D52

ey sy 1 MR. KELLAHIN: The other witness is the en-

zsod

-, ogg. N
B2E 12} gineer on the well, engineering.

< § it | |

zﬁ;'i 13 MR. NUTTER: Do you know what the status of

pa -

por] [y “‘u

5§§5 14 the negotiations with Antweil and Western Reserves are, Mr.
15 Kellahin?
16y - MR. KELLAHIN: .Yes, sir, I have personal

. 17 knowledge that both Antweil and Western Reserves believe
) 18 this is going to be an oil well based upon 40-acre spacing
19 and therefcre the south half of the southeast quarter would
20 not be involved and they apparently are willing to under-
21 take the risk that if it is a gas well they will nonconsent.
L 2z MR. NUTYER: I see.

25 0. (Mr. Nutter continuing.) !Mr. Byron, on Lhese
25

the opportunity to join in in the drilling of the well as

- 24; cther parties who have not leased, have you offered them
i
|
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working interest owners and royalty owners?

A Yes, sir. Yes, sir, verbally.

0 And what has been their reaction to that?

A In some cases they said no and -- positively,
and in the cases where -- well, in most cases they were

willing to lease but it's not a usual lease and it's more
or less a matter of working out the particulars, and so
we'll proceed with them, but at the time of the application
we felt like because of the process involved, it would take
quite some time to go in and get them signed up, SO ve just
included everybody in there. None of these -- most evexry-
body on there, as far as I know, does not want to partici-
pate in the well.

MR. NUTTER: Are there any further questions

of Mr. Byron? He may be excused.

DALE LUBINSKI
being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. KELLAHIN:
0. Would you please state your name, by whom
you're employed and in what capacity?

A My name is Dale Lubinski and I'm employed as
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1 a geologist for Adobe 0il,
2 0. Mr. Lubinski, would you spell your last name?
3 A, L-U-B-I-N-S-K~-I.
4 0 Mr, Lubinski, have you préviously testified

5 as an expert geologist before the 0il Conservation Division

6 of New Mexico?
? A - No, I haven't.
8 0 Would you explain briefly what has been your

9 educational background?

gazgﬁ 10 A. I've a Bachelor's of Science in geology from
gggs 1 Marietta College in Marietta, Ohio.
z 528
/\ gégi 12 0. When did you obtain that degree?
' ;ég; Bl A 1972, and I've attended graduate school at
S‘:ggg 14 [ Bowling Green State University and I've completed all my
15 | work towards a Master's degree except completing my thesis.
‘ = 16 0. Subsequent to graduation and obtaining your
) 17 Bachelor of Science degree, where have you worked and ‘in
‘ 18 what capacity have you been employed?
19 A I've worked for Ensearch Exploration in
20 Ohio as a geologist and I've worked in Dallas in Ensearch's
21 main office as a geologist, and then I was transferred to
. 22 Midland and worked for Ensearch there for approximately two
23 years before coming over to Adobe.
o 24 0. How long have you worked for Adobe?
25 A I've worked for Adobe for about a year, a
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0. In what capacity?
A. As a geologist.
0. As a geologist for Adobe 0il Company have

you made a study of and are you familiar with the facts
surrounding this particular application?

A Yes, sir.

MR, KELLAHIN: We tender Mr, Lubinski as an
expert. witness.
MR. NUTTER: Mr. Lubinski is qualified.

0. (Mr. Kellahin continuing.) Would you please
refer to what I have marked as Exhibit Number Thréé, which
is a copy of a proposed estimated well cost for the subiject
well, Mr. Lubinski. Would you take a lock at a copy of
that?

Have you had an opportunity to review that
tabulation and determine whether it's true and accurate?

R Yes, it is accurate for a 7200 foot well
drilled to the top of the Abo in the —-- in this area in
Lea County.

o In your opinion, Mr. Lubinski, does that
estimated well cost reflect the type of costs being charged
for drilling of a well for a depth of 7200 feet in this
particular area?

A, Yes, sir.
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o 1 0. They are consistent with other costs of other
2 operators in the area for this type of well?

3 A Yes, sir.

4 0. I note your application for forced pooling

5 indicates that you desire to force pool from the surface to
6 the base of the ¥llenburger formation, is that not true?

7 A Yes, sir.

8 Q And that this AFE is somewhat short of that

9 total depth?

e-:gs 10 A Y2s, sir, we plan on when drilling the well,
§§§§ " seeing if it is running high and with the possibility of
s
B gézi 124 maybe taking it to the Ellenburger.
;égz 3l ‘ MR. NUTTER: Where would this 7200 feet take
JE:E ]
Wy it?
) 18 A. It would take it to approximately the top of
6§ the Abo formation.
. 17 0. In drilling a well to the depth of 7200 feet,
8 | what do you anticipate to be your primary producing formation?
1 for a well in this particular area? |
2 A The primary zones we would be looking at
21 | would be the Blinebry and the Tubb.
’ 22 0. Let's go through the prepared material here i
2z and summarize for the Examiner the additional informaticn
) 24 contained on the left side of that folder, commencing next
25

with this survey on a C-102, What is that, Mr. Lubinski?
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of your gubsequent geological exnibits,

well in

a jocation

A. okay,

it's a plat,

that Adobe has already crilled and the No. 1

Adobe has re-entered, with the proposed 1ocation for the

1 Kornegay-

Q. This information is reproduced again on one

A Yes.
0. a1l right. Wwhat 1is
this well?
A The:proposed loca;ion is 1980

1ine and 1980 fxom the east line of gection 23,

~South, Range 38 East, Le2 County.

0 And what acreage would you dedicate to the

the event its an oil well?
A. 1t would pe 40 acres.
0 That would be the nortawest

goutheast quarter?

c
Pup.___ﬁ__y_,lq_”_ﬂ

is it not?

the proposed 1ocation for

quartex of the

plat, with wells

well, which

fron the south

Township 20

A. Yes.
0. And in the event you obtain gas production,
it will be the entire southeast quarter, correct?
A Correct.
0. aii right. sir. Would you turn to the next

exhibit, which I believe we'lve marked as Exh

and identify that?

the operating agreeme

: 9 fhis 15

ipit Number Foux

nt.
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0. Okay. WVould you turn to the overhead charges
attached as an exhibit to the operating agreement and look
at page three?

And indicate to the Examiner what the over-

- head charges to be assessed are for drilling and after

drilling for this well?

A The rate would be $1500 and the producing
well rate, $200.

0 Now that drilling and producing weil rates
is based upnn a well taken only to the top of the Abo, is
that correct?

A Yes, sir.

0 In your opinion are those charges fair and
reasonable charges to be assessed against the nonconsenting
parties?

A Yes, sir.

Q Will you continue through the summary of in-~
formation on tﬁe left side .of the folder and indicate the
next enclosure; I believe it's a title opinion letter.

A This is the title opinion for the north
half of the southsast quarter of Section 23 in this town-
ship.

Q. And continuing, then, through the folder,
what is found under the agreements listing?

A This is a copy of the agreement of Adobe here
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! to Union, Texas Petroleum.
2 0. Those enclosures represent copies of the
3 agreement that have been executed on behalf of some of the
4 parties with Adobe?
5 A Yes, sir.
6 Q All right, sir. Let's proceed with the
? ‘specifically marked exhibiits and would you commence your
8 discussion with what I have marked as Exhibit Number Five,
9 identify this, and explain to the Examiner what information
a o 10 . .
Qpss i1t contains? .
3253 1 . . :
z::-g A This is a copy of the working interest parti-
~PRfss 12 . . .
‘#ggz cipation of Adobe in Section 23 and the surrounding area.
;aﬂz'
13 . . .
5§§'3 Q. What is indicated by the darker shaded areas?
< g &g
g =3 14
“’3:° A The darker shaded areas are the areas where
15
Adobe does have leases.
16 . g .
0 What's indicated by the red circle?
¢ 17 . . .
A The red circle is the provosed location.
18 . . .
0 What wells have been indicated on this ex-
1 s
9 hibit?
20 . . . .
A The wells that are indicated on this map are
1 . . .
all the wells to my knowledge that have been drilled in this
" 22
area, shallow and deep.
23
0 To all depths?
o 24
A Yes.
2 | o
MR. NUTTER: Mr, Lubinski, while we're here,
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1 what are all these open circles in Section 26?

2 A, Section 26 are Continental locations at the
3 present time, wells that have not been drilled.

4 MR. NUTTER: Well, what are the majority of
5 the wells that have been drilled completed in?

6 A To the -~ in Section 27 there most of the

7 wells are duals in the Blinebry and the Tubb. They are

8 Blinebry-Tubb wells.

9 MR. NUTTER: What about Continental's loca-
ass. 10 tions in the north half of 267
gEi | -
:Egé n A They plan to drill and make completions from
B Eggi 12 the Blinebry and the Tubb,
;éi; 13 MR. NUTTER: Okay, now we're on the Adobe
S P s
ﬁggg 1441 Jlease in 23. What are these wells?
5 A, In 23 we have the No. 1 Well is one that
16 Adobe has re-entered and it was oxiginally drilled by Antweil
. 17 in 19 -- and plugged in 1974. Adobe re-entered it in 1977 i
18 and after that Adobe has drilled the No. 2 ¥Well.
19 MR. NUTTER: Just a minute, now, where is the ' |
Y completion in No. 172
2 A, We completed it from the Tubb and Blinebry.
v 22 MR. NUTTER: It's a Blinebry-Tubb, okay, No.
23 27
24 A, The No. 2 Well, if you turn to map number

five where it has all the completions and the totals on it,
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- 1 MR. KELLAHIN: We've marked map number five
2} as our Exhibit Number Nine, Mr. Nutter.
3 Perhaps you'd like to take that exhibit next
4 and we'll talk about the production information contained
5 on it.
6 MR. NUTTER: Well, let him go ahead with his
71 testimony he was giving. I kind of got off on it.
8 B, Well, the other wells that Adobe has in
e Section 23, the No. 2 is a Blinebry conmpletion; the No. 3
gggg 10 Well is a Blinebry completion; the No. 4 Well is a Blinebry
EEEE " completion; and the No. 5 Well is so far a Tubb completion,
h g%;; 12 and the potential is on map number five there.
;égi w3 And the Llano No. 1-Y in the southwest corner
5§§5 14 is also a Blinebry completion.
15 MR. NUTTER: Okay.
16 ) (Mr. Kellahin continuing.) Please refer to
v what I've marked as Exhibit Numbexr Six and identify it.
18 A Exhibit Mumber Six is a map, a structure map,
19 of the area in Lea County and is done on the top of the
2 San Andres. It is a more shallow marker in the area and
) 21| most of the wells drilled in the avea penetrate il.
,
2 0. Please refer to Exhibit Number Seven and
23 identify it.
24 A Number Seven is a structure map of the same
% area on the Blinebry marker, one of the producing formations
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) ! in Section 23.
2 0. Okay, will you refer to Exhibit Number EZight
3 and identify it.
4 A Number Eight is a structure map on the
5 Siluro-Devonian formation and indicates very few wells pene-
6 trate the deep and indicates structure on it,.
7 The indicated yellow dots and the lines
8 indicate cross sections which I have constructed, showing
s the structural position of the prpposed location.
of §§ 10 0. Would you identify what I’ve marked as Ex-
Eéig " hibit Number Nine?
~ R85 12 - . . .
T A. Exhibit Number Nine is the production of the
11
;gé% Adobe wells in Section 23,
5%%" 14 0. The direct west offset to the prcoposed
‘ 15 location is Well No. 1, is it not?
| 16 A Yes, sir.
v 0. Would you summarize the information again
18 on Well No. 1 with regards to the Tubb and Blinebry producti&n?
19 A, The No. 1 Well has produced since 11-77 and
20 the figures are through 9-78. Daily the Tubb is pumping
.. 2 40 barrels of oil and making 300 Mcf of casinghead gas.
2 Q What has been the history of that well?
2 A The well was originally cdrilled by Antweil,
24 1974, and re-—-entered - well, it was plugged by Antweil
2 and xe-entered by Adobe in 1977.
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Q. Your cumulative production figures indicate
production, I assume, from the original production, '74.
A There was no production in '74. 1It's from
cthe re-entry by Adobe, 1977, through 9-78.
0 The gas produced from the Blinebry and.Tubb,

is that casinghead gas?

A, Yes.

0 How is that well completed? That's a dual
completion?

A Yes, sir.

0 Does Adobe operate any other dually com-

. pleted wells, Tubb-Blinebry wells in the area?

A Not at the present timwe.

Q How does the immediate area in which Adobe
operates compare to the Continental operated area to the
southwest?

A Adobe originally went in and, as I said,
has re-entered the No. 1 Well there based on the logs and
originally the No. 1 completion was comparable to the pro-
duction that Continental is getting an Section 26 and 27.
Dual completions originally come in flowing and with a good
amount of gas with it.

One well was recently completed by Conti-
nental and flowed 152 barrels of o0il per day from the Bline-

bry and pumped 80 barrels of oil a day from the Tubb. The --
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0. How would you characterize your general pro-
2 duction in the Adobe overated area to the Continental oper-

3 ated area to the southwest?

4 A. overall the Adobe production is not as good
5 as production encountered by Continental.
6 Q What, if any, Blinebry and Tubb wells exist
7 to the east of the proposed location?
8 A Within the mapping area there are no Blinebry
9 or Tubb completions directly to the east.
e§§§ 10 0. How does the porosity of the Adobe operated
EEEZ " area compare to the Continental operated area?
—~ 2331 12 . - .
: :EEE A Well, reservoir conditions 1n general are
;égi 3 not as good as encountered by Continental to the southwest.
55.5.3 14 As an example, ‘many o< the Continental wells will encounter
15 porosities in the 5 to 8 percent range and Adobe has en-
* 16 countered porosities in the 3 to 5 percent range.
. ) v Q Based upon your testimony and your study of
18 this particular area, do you have a recommendation to the
19 Examiner as to a risk factor to be assessed against the
2 nonconsenting parties?
2 A In my opinion it should be about 200 percent.
. 2y 9 Would you pull out +hat cross section sO Wwe
3 can put it on the wall?
’ 24 All right, sir, would you go to what I've
% marked as Exhibit Number Ten and identify it and explain
!
{I
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' | what information it contains?
2 A This is a cross section in the area of Town-
3 ship 20 South and 38 East, and it is indicated on the map
4 number five there, the deep structure map, that these are
5 wells that have penetrated the Ellenburger formation, and
6 in the area of our proposed location here, as you can see
? by the structure map, that there is a thinning of the Abo
8 with the possibility of maybe having a structure as on the
9 Siluro-Devonian map, there's a possibility it may be a deep
g§§§ 0} Elilenburger well.
§=§§ " MR. NUTTER: Would you identify one side as
~g8u Aoy ime”
§§§§ A" and the other as "A-prime®.
gg gg : A All right.
“wys MR. NUTTER: And we'll mark them the same.
15 A, The Arkin well on Section 14 would be on the
: ) 1® left here as "A". To the southwest there would be "A-prime®.
. 17 MR. NUTTER: Thank vou.
) 18 a, And the Adobe No. 1 here is indicated with
19 the production from the Blinebry and the Tubb, which we
2 hope to encounter in our proposed location.
2 Q What's your timing on drilling this well?
LA 2 A e originally hoped to drill it before the
| 2 end of 1978.
\/ 24 MR. KELLAHIN: That concludes my examination
% of Mr. Lubinski.




T e oeRN RS TW C TT TR MY T TR TR TR T

Page 24 s
. ! We tender Adobe Exhibits One through Ten in
: 2 evidence.
3 MR. NUTTER: Adobe Exhibits One through Ten » -
% 41 .11 be adnitted in evidence.
5
i
; 6 CROSS EXAMINATION
§ 7} PBY MR. NUTTER:
i 3¢ 0 Mr. Lubinski, the application here is for
§ 9 the pooling of the northwest quarter of the southeast quarﬁér
% g"gs 10 of Section 23 if it's an oil well and the pooling of the
3 Egig " southeast quarter of Section 23 in the event the drilling
~8ikx :
G ';'§§§ . results in a gas well. 3
;ggi 13 It's also for an order pooling all interests
3§§§ " in the surface to the base of the Ellenburger formation,
18 yet we've got an AFE here that only goes to the top ©f the
% 16 Abo and it looks like you've got another two or three
17 thousand feet possibly to get down to the Ellenburger.
18 What are the prospects here for going to the
9 Ellenburger? Are we talking about a Blinebry-Tubb well
% 2 here or are we talking about an Ellenburger well?
| 2 A, There's always the possibility of when we
2 do drill the well>running high and encountering good shows
] ?43 2 shallow and eventually taking it to the Ellenburger to
w 24 evaluate the reservoir there,
25

We originally planned for -- we hoped to get




[ - '} a Blinebry-Abo -- a Blinebry-Tubb well out of it, and we
2 will, when -- within 30 days ¢f drilling commencement, notify

3 the leasehold owners and submit both a deep and a shallow

‘ AF‘EO
5 Q What if they go along with the shallow AFE
) 6} but don't accept the deep ArE?

7 What do you do then?

8 MR. KELLAHIN: I assume they get force pooled

901 to the deeper depth.

9§§= 10 MR. NUTTER: How much does it cost them to
Tw
EQEE Ml go from the Abo to the Ellenburger, then?
. N §§§§ 12  MR. KELLAHIN: We neglected to bring that
;ggg 13 AFE, dbviously, Mr. Nutter, and we would like to tender it
s x §§§3 1 to the Commission or to the Examiner subseguent to hearing.
% 15 I realize thaé the Commission order requires us prior to-
. f 16 drilling the well and within thirty days of commencenment to
o § 17 again submit to all the nonconsenting parties an AFE. At
‘ 18 that time we will take the oppoftunity to indicate to them
) 19 that realistically this is probably a Tubb-Blinebry, perhaps
ey some Abo -- well, no, it's to the top of the Abo -- some
v A Blinebry and Tubb, but that during drilling if the operator
22 believes it prudent to do so, they may drill to a deeper
23 depth, and we will also tender them an AFE for the additional
/ 2 footage.'
25

MR. NUTTER: 5o for the record, Mr. Lubinski,
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~ 1 to test the Blinebry and the Tubb would require drilling to
} g 2 | what depth?
| 3 A To just the Blinebry and Tubb would regquire
4! to drill about 7000 feet.

5 That would be approximately the top of the

8 Drinkard.
? e All right. ©Now, if conditions were running
i 80 right and you decided to go to the Ellenburger and test it,

9| what would your depth be?

ggsg 10 A It would be approximately 10,000 feet.
Q § ok
: :% n Q Is there any Ellenburger production in this
—~ 23:3 12 . :
. : at ~area? Are any of these wells on your cross section which
z
Xiag 13
> ét are deep tests?
: "3 1
»n8s 4 A No, sir, there's no immediate Ellenburger
15 production in the area, but as mapped, possibly favorable
f ) "® | structural conditions could be found.
) v 0 And you would want a 290 percent risk factor
18 for that portion of the drilling, also?
19 A. Yes.
2 MR. MNUTTER: Are there any further questions
21 . .
of Mr, Lubinski?
4 22 . .
MS. TESCHENDORF: Mr. Lubinskili, we no longer
23 . . .
) have a bond for Adobe 0il Company, just Adoke 0Oil and Gas
o
‘ 24 . . .
Corporation, and I notice on your C-102, location plat, it
25

says Adobe 0il and Gas Corporation. Wonld you like to amend
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) 1 your application to read Adobe 0il and Gas Corporation?
2 A Yes,
3 MR, NUTTER: So this is the application of

4 Adobe 0il and Gas Corporation, then, rather than Adobe 0il
5 Company.

6 : MR. KELLAHIN: Same thing.

7 MR. NUTTER: Are there any further questions

8 of Mr. Lubinski? He may be excused.

9 Do you have anything further, Mr. Kellahin?
ey 10 MR. KELLAHIN: No, sir.
> Ta
@E o 1 MR. NUTTER: Does anyone have anything they
353l
™ :33: 12 wish to offer in this case?
: gg 13 MR. CARTER: If it's permissible, Mr. HNutter,
4 ]
ad
g%gi 14 as a mineral owner I'd like to make a statement.
. ; -
‘ g , 185 MR. NUTTER: Yes, sir, Mr. Carter.
?
! 16 ) Give your name for the record, please, Mr.

~

17 Carter.

i 18 MR. CARTER: Anderson Carter. I'm speaking

19 for myself and my brother Powhatan Carter, Junior.

20 I have no objection at all o the pooling
% 21 order as such,. Mr. Examiner. I would 1like .0 take evcepti
i
b 72 however, to the request for a 200 percent risk factor.
23 It seems to me that they're asking for a

24 risk factor for a development well wnich would be more

25 fitting in a wildcat well. It seems to me that with all the
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- 1 drilling done in that area, much of it done by Adobe 0il ,
2 themselves on direct offset acreage to this, they have a
3 pretty good indication as to what they're going to find in
4 ‘the northeast gquarter -- or correction, the southeast
: | 5| quarter of that section.
F ‘ 6 Having drilled a few dry holes myself, I
Y ackrowledge that there is some risk any time you put a hole
8 down, considerable, but I would like to request that the
9_ risk factor be limited to 50 percent.
gg §§ 10 I would also like to state for the record
EEEE " that I'm one of those people that asked what Mr, Byron re-
—_ 2s
» ggéz 12 . ferred to as an unreasonable price. All I ask -- wvhat they
| ;ggi " offered was $100 an acre and a quarter royalty, and I con-
‘ 3§§'§ " sider that to be a very adequate price for wildcat acreage
E 15 leases in Lea County, and that is the price that many of us
i
. % : 16 in Lea County hive been getting for leases on wildcat
h g v acreage. In fact, two days before Mr. Byron contacted me,
g 18 I leased a tract eight miles from production for that price
§ 19 and I felt that a lease on a minerals directly offsetting
? 2 production should be worth a higher price than strictly
s j 7 wildcat, and so I quoted him a price of no cash and a 3/8ths
2 royalty. They ¢&id not see fit to do it, so I just chose to
‘ 2 go the nonconsenting if he saw fit to force pool me.
“ 2 And all 1'd like to request is that the risk
2 factor belimited to 50 percent‘and also, that if they don't
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#-\ 1 take the well to the Ellenburger, the forced pooling order
2 be limited to the depth drilled rather than an extra 3000
3 feet they didn't see fit to test.
4 That's all, Mr. Examiner.
5 MR, NUTTER: Thank you, Mr. éarter. So that
6 we can send you a copy of the order that's entered, is the
Y address that's shown on their Exhibit Number One, being 209

8 South Fifth, Lovington, ycur correct address?

9 | MR. CARTER: That's my residence address.
E"E: 10 My mailing address is Post Office ﬁox 725.
e
Eggg n My brother's mailing address is Ft. Sumner,
: A\ g%?; 21 New Mexico.
;355 13 MR. NUTTER: That's 725, Lovington?
. 3§§§ 14 MR. CARTER: Yes, sir. 2Zip 88260.
15 MR. NUTTER: Thank you.
R 16 Does anyone else have anything they wish to
o~ 71 offer in Case Number 63642
| | 18 We'll take the case under advisement.
! 19 (Hearing concluded.)
2
v
22
23
/ 24
25 ‘
|
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REPORTER'S CERTIFICATE

I, SALLY WALTON BOYD, a Court Reporter, DO HEREBY
CERTIFY that the foregoing and attached Transcript of
Hearing before the 011 Conservation Division was reported
by me; that said transcript is g full, true, ang correct
record of the hearing, prepared by me to the best of ny
ability, knowledge, and skill, from my notes taken at the

time of the hearing.

Q/QD&U WRad ese

Sally Wy Boyd, C.§.=.
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AN 1 STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
2 OIL CONSERVATION DIVISION i
State Land 0ffice Building ‘

3 Santa Fe, New Mexico

25 October 1978
4

EXAMINER HEARING
5
6

IN THE MATTER OF:

)
)
)
g Application of Adobe Cil Company ) CASE
! 8 for compulsory pooling, ) 6364
‘ Lea County, New Mexico. )
9 )
___________________________________________ )
YR 10 :
oETs BEFORE: Daniel S. Nutter ‘j
- T 1} . j
Z g5}
;§§=5 3 TRANSCRIPT OF HEARING ' o
> 8 g8 -
j!é' ,
5523 14
5 APPEARANCES l
For the 0;1 Conservation Lynn Teschendorf, Esq.
16 Division: Legal Counsel for the Division
State Land Office Bldg.
17 Santa Fe, New Mexico 87501
_ 18
: 19
, 20
|
é 21
23
Ved
) 24
25
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™ 1 MR. NUTTER: Call Case 6364.
MS. TESCHENDORF: Case 6364. Application of i

Adobe 0il Company for compulsory pooling, Lea County, New

Mexico.
The applicant in this case has requested that
it be continueé to the November 2lst Examiner Hearing. o
MR. NUTTER: Case Number 6364 wiil be con-

tinued to the Examiner Hearing scheduled to be held at

this same place at 9:00 o'clock a. m. November 21, 1978.

10 (Hearing concluded.)}

11

\\

12

13

Santa Fe, New Mexioo $7501

SALLY WALTON BOYD

CERTIFIED SHORTHANO REPORTER

3$030Plaza Blanoa (505) 471-3463

14

16

17

18

19

26

21

22

23

24

25




3030Plata Blanca (§05) 4712483

CERTIFIED SHORTHAND REPORTER

SALLY WALTON BOYD

b9

Banta Pe, New Msxico 87601

10

1

12

13

14

15

16

17

18

19

21

23

24

25

Page 3

REPORTER'S CERTIFICATE

I, SALLY WALTON BOYD, a Court Reporter, DO HEREBY
CERTIFY that the foregoiné and attached Transcript of
Hearing before the 0il Conservation Division was reported
by me; that sald transcript is a full, true, and correct
record of the hearing, prepared by me to the best of my

ability, knowledge, and skill, from my notes taken at the

ﬁggz,m.’%o%é cse) |
Sally W. Boyd, C.S.R.
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SUBSIDIARIES
ApoBE Coai COMPANY
ADOBE HOLLAND INC
ADOBE {NTERNATIORAL. INC

A00BE MARKETING CORPORATION
ADOBE o“' & Gﬁ EmT|ON ADcBE MINING COMPANY

1100 WESTE&’ U'km ‘HFZ’L‘DG ADDBE ROYALTY INC
MIDLAND T 79701“" Telex 743413
- BT I T & x o2 iatadhiecs
i ? i A
L N
April 4, 1979 JARTY eSS b

gt m A Ty S

(:&~{
R

State of New Mexico

0il Conservation Division
P. 0. Box 2088

Santa Fe, New Mexico 87501

Attn: Mr. Joe D. Ramey
Director

Re: Adobe 0il & Gas Corpo{.tion

Kornegay Creek Prosped :
Order No. R-5910,(Case No. 6364 £

Lea County, New MexTtv

S A SN T s, TR £

Dear Mr. Ramey:

Enclosed herewith is a copy of Adobe 0il & Gas Corporation's letter and
attachments to the Forced Pooled Interests in the above referenced pros-

pect.
Yours very truly, ‘
ADOBE OIL & GAS CORPORATION :
,cna,/ IFMOL’L/ §,
Cindy Rf;hold §»
Land Secretary to Richard J. Ganem ¢
3
H s f

Enclosures 3

reh D A set
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bce: Mr. Joe D. Ramey SUBSIDIARIES
Aoose CoaL CoaPany
. Aoove Hollanp INc
o f‘“‘ e ADOBE INTERNATIONAL. INC
ADOSE MARKETING CORPORATION
ADOBE OII. & GAS CORPORATION e M oy
noo WESTERN‘ UNITED LIFE BHDG ApogE ROovaLTy INC
“MIDLAND TExAs 7970115, . Terex 743413

April 3, 1979 /l/uﬂ}'/\»

Forced FPooled Interests
Order No. R-5910
Case No. 6364

Re: Kornegay Creek Prospect AD-210
Lea County, New Mexico

Gentlemeh:

As set forth by the Stute of New Mexico, Energy and Minerals Department,
0il Conservation Division, Case No. 6364, Order No. R-5910, dated Jan-
uary 23, 1979, Adobe 0il & Gas Corporation, as Operator of said Oxder,
hereby forwards its AFE's Nos. 547 and -547-A for the drilling of a well
to adequately test the Tubb and Blinebry Formations and the Ellenburger
Formation respectively.

~

Should you elect to participate in the drilling of this well under an
Operating Agreement which names Adobe 0il & Gas Corporation, Operator,
and provides for a Drilling Well Rate of $1500.00 per month and a Pro-
ducing Well Rate of $200 00 per month execute and return a copy of

amount indicated on AFE No. 547.

Failure to respond, as set forth by the State of New Mexico, within thirty
(30) days of receipt shall be deemed an election to not willingly partie-
ipate in the drilling of this well.

Yours very truly,
ADOBE OIL & GAS CORPORATION

Orlginal Signeds
RICHARD J. GANEM

Richard J. Ganem
Landman

RIG:cr
Enclosures 4

PSS
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FORCED POOLED INTERESTS

Union Texas Petroleum Corporation
1300 Wilco Building
Midland, Texas 79701

Powhatan Carter, Jr.
c/o 209 S. 5th

Lovington, New Mexico 88260

Anderson Carter
c/o 209 8. 5th
Lovington, New Mexico 88260

David Bond Ky:e
802 Alameda Padre Serra
Santa Barbara, California 98103

The Bank of California N.A,

Trustee for Betty Kyte Dreessen
Trust Nos. 2-2010/13

P. 0. Box 45000

San Francisco, California 94145

s At
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DME: March 30, 1979 AFE 547

ADOBE OIL & GAS CORPORATION REVISION

1100 WESTERN UNITED LIFE BLDG.
MIDLAND. TEXAS 79701
913 683.4701

AUTHORIZATICN FOR EXPENDITURE
Iocation: Kornegay #1 - 1980°FEL & FSL of Sec. 23, T-20-S, R-38-E, Lea County, New Mexico

Completed Well To Casing Point  Actual

location and Roads $ 10,000.00 $ 10,000.00
Camages : 1,500.00 1,500.00
Footage Contract _~  ft @ Mobilization 10,000.00 10,000.00
Day Work _ )g days @ 8420¢ $4200.00 /Day 75,600.00 75,600.00
Cement and Cementing 22,000.00 17,000.00
Float Bqu:.prre.nt, etc. 1,70C.00 800.00 -
1 and Chemicals 8,000.00 8,000.00
1og and Test.lnq 8,000. 00 8,000.00 ;
Cere and Core Analysis
Water 4,000,00 4,000.00
Trucking 2,000.00 2,000.00 g
Perforating 3,000.00
Treating 50,000.00 ]
Campleticn Unit 10,000. 00
ILobor _ 5,000.00 2,000.00
Bits & Rental Equipment 33,600,00 33,600,00 :
Overhead and Supervision 6.000,00 4,000,00
Contingencies 14,000.00 8,000,00 :

Total Intangibles 264 .4 ) $184,500,00 .
Surface Casing 1600 £t 8 $7.79 $ 12.470.00 $ 12,470.00 f
Intermediate Casing . 3
2nd Interrediate Casing -
#2ll Head 8,000.00 4,000.00 ;
0il String ft @ 35,420.00 :
Tubing it @ 29,820.00 ?
Fods 13,000.00
Puxping Unit arnd Base 46,000.00 ::
Prire Mover 9,500.00
Misc. Cennections 4,000.00 2,000.00 - /

Total Well Tangibles $158,210.00 $ 18,470.00

Tanks

Treater-Separator
Caonnecticns, Line Pipe, etc.
" Total Tank Rattery

3,000.00

$ 21,506.00

Total Cost $444,110.00 $202,970.00
Your working interest share of the above estimate is $

Please accept ard aporove in the space provided belcw and returm one ¢

WORKIING INTEREST ChNER

By

APPROVED AND ACCEPTED this

Pay of , 19

wecuted ccoy to this ofZic:

ADC3

@s}




'l TRt R R

DAE: March 30, 1979 AFE '547-A

ADOBE OlL & GAS CORPORATION

1100 WESTERN UNITED LIFE BLCG.
MIDLAND. TEXAS 79701
915 €83.4701

AUTHORIZATION FOR EXPENDITURE
Iocation: Kornegay #1 - ELLENBURGER TEST ~ 1980 FEL & FSL of Sec. 23, T-20-S, R-38-E, Lea

County, New Mexico . s
Completed Well To Casing Point Actual

Total Tenk Battery
Total Cost

L1 S - s emedilon e TmbAamcdb
hamubd-

AOUL YNJL S

Please accept and apgrove in the S@ce

R R [51e1294

WORKIENG INTEREST CWNER

BY,

APPROVED AND ACCEPTED this

Pay of r 1Y

$ 21,500, 00

$598,253.00

$319,080.00

~ - i .
share of the ashova estimats ic S

Iocation and Roads 7 $ 10,000.00 $ 10,000.00
. Camages 1,500.00 1,500,00
| Footage Contract _ £t @ Mobilization 10,000.00 ©_10,000,00
| Day vwork _ 30 days € $4200,00 /Day _126,000.00 126,000.00
| Cement and Cementing . 55,000.00 17.000,.00
. Flpat kquipment, etc. 3,500.00 1,000,.00 —
: Mad and Chemicals 14,000.00 14,000,900
- Iog and Testing 12,000.00 12.000.00
. Core and Core Analysis
. Water : 8,000.00 8,000.00 :
| Trucking 4,000.00 3,000.00
' Perforating 5,000.00 ;
. Treating 65,000.00
i Campleticn Umit 10,000.00
I Xabor . 7,500,400 _.3,500.00
| Bits & Rental Equipment 58,600.00 58,600.00 ,
Overhead and Supervision 12.500.00 10,500.00
Contingencies 102 40,260.00 27,510.00
Total Intangibles $442.860.00 $302,610.00
S Surface Casing 1600 ££ 4 $7.79 $ 12.470.00 $_12,470.00
Intermediate Casing . . . . :
2nd Intermediate Casing -
Well Head ' 8,000.00 4,000.00 ;
0il String 9509 ft & $7.00 66, 500,00
Tubing ft @ . 42,923.00
Fods
*| Puorping Unit ard Base
Prime Mover
Misc., Connections 4,000.00
Total Well Ta.i‘.gibles $133,893.00 $ 16,470.00
Tanks $ 10,000.00
Treater-Separator 8,500.00
Connections, Line Pipe, etc. 3,000.00

vided belcw and return one exacuted copy to _this offic
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OlL. CONSERVATION DIVISION
P. O, BOX 2088
SANTA FE, NEW MEXICO 87501

April 6, 1979

Adobe Cii & Gas Corporation
1100 Western United Life Building
Midland, Texas 79701

Attention: Mr.iRichard J. Ganenm

Gentlemen:

This is with reference to your letter of April 3, 1979,
wherein you request the commencement of drilling under
order No. R~5910 be delayed until May 15, 1979,

The Division has no problem with your request and will
delay the date for commencement of drilling until May
15, 1979. However, the requirements of Order No. 3 of
said Order No. R-5910 will also apply to the extended
drilling date.

Yours very truly,

JOE D. RAMEY
Director

JDR/£d




Y RS STATE OF NEW MEXICO
Y RN
ey ENERGY anD MINERALS DEPARTMENT
L f OIL CONSERVATION DiVISION
JERRY APODACA POS! OFFICE BOX 2088
GOVERNOR BTATE LAND OFFICE BUILDING
l . NICK FRANKLIN BANTA FE‘. NEW MEXICO 87501
SECRETARY January 24, 1979 14051 8272434
§
:
Re: CASE NO. 6364 ¢ :
Mr. Tom Kellahin R= g
Kellahin & Fox ORDER NO._ 79720 2
Attorneys at Law
Post Office Box 1769 . )
Santa Fe, New Mexico Applicant: L
Adobe 0il Company
Dear Sir:
Enclosed herewith are two copies of the above-referenced :
Division order recently entered in the subject case.
i
:
i
JOE D. J
Director g
JDR/fd
Copy of order also sent to:
H
Hobbs ocC X | i
Artesia OCC__ X :
Aztec 0OCC
O+har Andereon Carter, William . Caig
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| (5) That there are interest owvners in the proposed proration

STATE OF NEW MEXICO
ENERGY 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. 6364
Order No. R=-5910

APPLICATION OF ADOBE OIL COMPANY
POR COMPULSORY POOLING, LEA
COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on November 21,
1978, at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this 23rd day of January, 1979, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advie=d in the
premises,

FINDS:

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

{2) That the application in this case was amended at the
hearing to be that of Adobe 0il and Gas Corporation rather than
that of Adobe 0il Company.

(3) That the applicant, Adobe 0il and Gas Corxporation,
seeks an order pooling all mineral interests from the surface
to the base of the Ellenburger formation underlying the Nw/4
SE/4 of Section 23, Township 20 South, Range 38 East, NMPM, Lea
County, New Mexico, or in the aiternative the SE/4 of said
Section 23 in the event said drilling results in a gas well.

(4) That the applicant has the right tc drill and proposes

to drill a well for oil or gas at a standard location on said {
lands.

unit wio have not agreed to pcol their interests.,

Byl
TR & WP
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-drilliny said well below the base of .the Tubb formation should

 afforded the opportunity to object to the actual well costs but

‘costs in the absence of such objection.

| per month while producing should be fixed as reasonabie chaiges

. consenting working interest, and in addition thereto, the operator
© should be authorized to withhold from production the pr0portionate
| share of actual expenditures required for operating the subject g

Case No, 6364
Order No, R=5910

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

{(7) That the applicant should be designated the operator
of the subject well and unit,

(8) 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
wall costs out of production.

(9) That any non-consenting working interest owner that
does not pay his share of astimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional 100 percent thereof as a reasonable charge
for the risk involved in the drilling of the well, provided
however, that a reasonable charge for the risk involved in

be fixed at 200 percent.
{10) That any non-consenting interest owner should be

that actual well costs should be adopted as the reasonable well

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

(12) That $1500.00 per month while drilling and $200,00
for supervision (combined fixed rates); that the operator should

be authorized to withhcld from production the proportionate
share of such supervision charges attributable to each non-

well, not in excess of what are reasonable, attributable to each j
non-congsenting working interest. |
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Case No. 6364
Order No. R=5910

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

(14) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before April 15, 1979, 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,
from the surface to the base of the Ellenburger formation
underlying the NW/4 SE/4 of Section 23, Township 20 South,

|Range 38 East, NMPM, Lea County, New Mexico, are hereby pocoled

to form a standard 40 acre oil spacing and proration unit to
be dedicated to a well to be drilled at a standard location
thereun, providec however, that should said well be completed
as a gas well, the entire SE/4 of said Section 23 ghall be
considered pooled and dedicated to said well.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the 15th day
of April; 1979, and shall thereafter continue the drilling of
said well with due diligence to a depth sufficient to test the
Blinebry and Tubb formations, but may, at its option, continue
drilling said well to a depth sufficient to test the Ellenburger
formation.

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the 15th day of
April, 1979, Order (1) of this order shall be null and void and
of no effect whatsoever, unless sajid operator obtains a time
extension from the Division for good cause shown.

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

(2) That Adobe 0il and Gas Corporation is hereby desig-
nated the operator of the subject well and unit.

(3) That after the effective date of thie order and within
30 days prior to commencing said well, the operator shall furnish

¢ the Division and each known working interest owner in the subject
ifunit an itemized schedule of estimated well costs.
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(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as pro-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.

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

(6) That within 60 days following determination of reason-
able well costs, any non-consenting working interest owner that
has paid his share of estimated costs in advance as provided

‘above shall pay to the operator his pro rata share of the amount

that reasonable well costs exceed estimated well costs and shall
recelve from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs,

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

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner 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, 100 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 for drilling and completion
operations to the base of the Tubb formation
and 200 percent of the pro rata share of
reasonable additional well costs for drilling
and completion operations below the base of
the Tubb formation,
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(8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced
the well costs,

(9) That $1500.00 per month while drilling and $200.00
per month while producing are hereby fixed as reascnable charges
: for supervision (combined fixed rates); that the operator is
5 hereby authorized to withhold from production the proportionate
share of such supervision charges attributable to each non-
consenting working interest, and in addition thereto, the
operator is hereby authorized to withhold from production the
proportionate share of actual expenditures required for operating
such well, not in excess of what are reasonable, attributable to |
each non-~consenting working interest. f

YRRy

(10) That any unsevered mineral interest shall be con-
sidered a seven-eighths (7/8) working interest and a one-eighth
(1/8) royalty interest for the purpose of allocating costs and
charges under the terms of this order.

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

3.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Lea County, New Mexico, to be paid to
the true owner thereof upon demand and proof of ownership;
RS that the operator shall notify the Division of the name and

= address of saild escrow agent within 30 days from the date of
i first deposit with szid escrow agent.

g T e Y Y R T R
I S MR S

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

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

STATE OF NEW MEXICO
7 QIL CONSERVAT IVISION !
4 P :

AR
< P
//JOE D, RAMEY

/ Director
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April 3, 1979 ‘% Wi

State of New Mexico

0il Conservation Division
P. O. Box 2088

Santa Fe, New Mexico 87501

“Attn: Mr. Joe D. Ramey, i

Director :

Re: Adobe 0il & Gas Corporation :

Kornegay Creek Prospect AD-210 ;

Case No. 6364 :

Order No. R-5910 £

Lea County, New Mexico ;

) Gentlemen: %

Reference is made to the undersigned's telephone conversation with your
Mr. R. L. Stamets, this date, and to the above referenced Case number
and Order number. i

The purpose of this letter is to formally request a thirty-day extemnsion
for the commencement of the drilling of the Adobe 0il & Gas Corporation
No. 1 Kornegay at a location in the NW/4 SE/4 of Section 23, T-20-S,
R-38-E, NMPM, Lea County, New Mexico, from the 15th day of April, 1979,

to the 15th day of May, 1979. This request for an extension is predicated
upon the following facts:

1. Due to the increased drilling activity in the immediate
vicinity, we have experienced a short delay in obtaining
an adequate drilling contract and contractor for the
drilling of our well. We do, however, feel that we will
be able to finalize a drilling contract and commence op-
erations prior to May 15, 1979.

2., Our current Permit to drill said well has expired, and a
g new request has been filed accordingly. We expect to re-
¥ ceive the new Drilling Permit on or before April 15, 1979.

3. Even though Order No. R-5910 has given us the authority to
commence operations without a lease or joinder from those
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parties who were set forth at the hearing, we feel thaﬂ%gg
should make every effort, and have attempted to do so, to
give those parties a last chance to participate on mutually
agreeable terms. We are currently in the final stages of
negotiating with some of those parties who are regularly
engaged in the oil and gas business and feel that we would
be in a better position in normal day-to-day operations by
attempting to lease or have those parties join in the drill-
ing of the well, as opposed to being force pooled. We feel
that the outstanding negotiations will be completed in the
near future.

4. The Title Opinion prepared by the firm of Hinkle, Cox, Eaton,
Coffield and Hensley of Roswell, New Mexico is very lengthy,
detailed; and sets out numerous curative requirements. We
anticipate satisfaction of said requirements and subsequent
approval of Title for the purpose of drilling in the next
couple of weeks.

We respectfully request that you consider Adobe's request for a thirty-day
extension in this matter and advise accordingly.

Yours very truly,

ADOBE OIL & GAS CORPORATION

RIG:er




WORKING INTEREST PARTICIPATION OF SECTION 23

Parties

bave Luud

Koch Industries, Inc.
Box 2256
Wichita, Kansas 67201

Texas Pacific 011 Company, Inc. ‘M M

P. 0. Box 4067
Midland, Texas 79701

Union Texas Petroleum Corporation I“, f(«’

1300 Wilco Building -

Midland, Texas 79701 wetl ‘ﬂ"“"

Powhatan Carter, Jr,

e/o 209 S. Sth W, 4u4>4£
L d

L n, New Mexico 88260

Anderson Carter
c/o 209 S. 5th
vington, New Mexic

802 Alameda Padre Serra me . '
Santa Barbara, California 98103 . z

4»44:uz;q%
1026 19th Street N.E. z a
Rochester, Minnesota 55901

—_—
Lyle Bourdon ‘\\‘ 121;“ ¢ Q

The Bank of Califormia N,A.
Trustee for Betty Kyte Dreessen
Trust Nos. 2-2010/13

P. 0, Box 45000

San Francisco, California 94145

George R. Bourdon

Deluth, Minnesota 55812

NW/4 SE/4

2617 E. 4th Street
Hanlljktt-

_/““'—‘/_—_—‘ ~
Morris R. Antweil

P. 0, Box 2010

Hobbs, New Mexico 88240

Western Reserves 0il Company
Box 993

Midland, Texas 79701
(Federal Lease NM 21173)

Adobe 011 & Gas Corporation
1100 Western United Life Bldg.
Midland, Texas 79701
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Near:
fur fire o heohalf ef Adobe 011 Comrany has filed an {
Amended Annlication to force nool vour interest in SE/4 of
Section 23, TI298, R381, Lea County | New “exico as follows:
‘ Lf t‘.“.c,v i jret wall isoan el well then the Xi/481/4
will o dadicated te e voll ond vour irntercst in that i ;
40 zere tracr vill Do opocled, g
i SiFtha subiect well i asas well then the SE/4 of fé
§ect10n 23 will by dedicated to tho w2l and vour intercst %
in that 16V acre tract 1vill bHe poelag, ‘ f%
{ =
Lary trulv yours, ' |
Y, Thowas Kollahin
\‘c‘f. H ':--
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: v October 3, 1978
i
é
Dear
Our firm on behalf of Adohe 0il Company has filed
an application with the New !lexico 0il Conservation
Division, Santa Fe, New Mexico to he heard on October
25, 1978 seeking to force pool vour interest in the oil
and pas under the N/2 SE/4 of Section 23, T20S, R38E, :
N.M.P.M., Lea County, N.,M, i
Very truly yours, !
W. Thomas Kellahin
WISk fm )
Enclosure SR
i
§
3 {
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2
W
i
2
S
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BEFORE THE
OIL CONSERVATION DIVISION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF ADOBE OIL COMPANY FOR COMPULSORY
POOLING, LEA COUNTY, NEW MEXICO

AMENDED APPLICATION

COMES NOW Adobe 0il Company and és provided by Section
65-3-14, New Mexico Statutes 1953, as amended, applies to the
0il Conservation lommission of New Mexico for an order pooling
all the mineral interests from surface to base of Ellenberger
in the NW/4SE/4 for an o0il well and SE/4 for a gas well of
Section 23, Township 20 South, Range 38 East, N.M.P.M., Lea
County, New Mexico and in_support thereof would show the
Division:

1. Applicant is the owner of the right to drill and
develop the following described acreage: SLE/4 of Section 23,
Township 20 South, Range 38 East, N.M.P.M.

2, Applicant has obtained voluntary agreement for pooling

from all but the foilowing:

Interest Percentage

in N/2 SE/4
Koch Industries, Inc. 1029/1280
Box 2256
Wichita, Kansas 67201
Texas Pacific 0il Company, Inc. 147/3200
P. 0. Box 4067 +
Midland, Texas 79701 1/6/10/128
Union Texas Petroleum Corp. 5/6/10/1238
1300 Wilco Building
“Yidland, Texas 79701
Powhatan Carter, Jr. 1/16

c/o 209 S, S5th
Lovington, New Mexico §3260

o o
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Anderson Carter 1/16
c/o 209 S. Sth
Lovington, New Mexico 88260

David Bond Kyte 5732
802 Alameda Padre Serra
Santa Barbara, California 98103

The Bank of California N.A. 1732
Trustee for Betty Kyte Dreessen

Trust Nos. 2-2010/13

P. 0. Box 45000

i

{

San Francisco, California 94145 é
George R. Bourdon 1/360 i !
1026 19th Street N.E. ' { 3
Rochester, Minnesota 55901 _ % f
Lyle Bourdon 1/360 : 3

2617 E. 4th Street ' {
Deluth, Minnesotz 55812

H
S/2 SE/4 ¢

Morris R. Antweil 50% §
P. 0. Box 2010 ; o
Hobbs, New Mexico 88240 : .-
Western Reserves 0il Company 50% ;
Box 993 §

Midland, Texas 79701
(Federal Lease NM 21173)

3. As required by the provisions of Division Rule 104, :
applicant proposes to dedicate the NW/4 SLE/4 of Section 23, ;
Township 20 South, Range 33 East, N.M.P.M., Lea County, New
Mexico to the well in the event it is an oil well and the ;
SE/4 of Section 23, T20S, R38E if the subject well is a s é

an
- aoe

well,

4. Applicant requests that it be designated operator of
the pooled unit requested above.

5. Applicant proposes to drill a well at a standard loca-
tion in NW/4 SE/4 of Sec. 23 to test various formations from
the Yates to the Ellenberger.

6. Applicant has been unable to obtain voluntary agree-
ment fcr the pooling of the unpooled interests indicated in

paragraph 2 above, and in order to avoid the drilling of



unnecessary wells, to protect correlative rights, and to
prevent waste, the Division should pool all interests in the
spacing or proration unit as a unit.

WEIIREFORE, Applicant respectfully reqﬁests that the
Division set this matter for hearing before the Division's
dul? appointed examiner, and that after notice and hearing as

required by law the Division enter its order pooling all

interest underlying the SE/4 for a gas well and the NW/4SE/4

for an 0il well in Section 23, Twonship 20 South, Range 38
East, N.M.P.M., Lea County, New Mexico, and designating. appli-

cant operator of the pooled unit, together with provision for

applicant to recover its costs out of production including a :
risk factor to be determined by the Division and with provisions
for the payment of operating costs and costs of supervision
out of production to be allocated among the owners as their

interest may appear and for such further orders as may be

proper in the premises.

e RROENYE TR RV I i £

Respectfully submitted,
ADOBL OIL COMPANY

By
Kellahin & Fox
P. 0. Box 1769
Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT

a—
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oatE:  July 3, 1978 AIE 547

ADOBE Olt & GAS CORPORATION

1100 WESTCRN UNITED LIFE LLODG.
, MIDLAND, TEXAS 79701%
418 sal.avol o

AUTHORIZATICN FOR EXPENDITURE
Location: Kornegay #1 - 1980 FEL & FSL of Sec. 23, T-20-S, R38E - Lea Co., New Mexico
Completed kell To Casing Point  Actual

&

location and Roads 10,909,00
Damages _1 1,500.00
Mobilization ___6,000.00 6,000.00
Day Work _18 days ¢ _4200,00 _/Pay 75,600.00 75,600,00
Cerment and Cementing . 22,000.00 17,000.00
Float kquipment, etc. 1,700.00 800.00
1243 and Chemicals 8,000.00 8,000.00
Iog and Testing o 8,000,900 8,000.00 !
Core and Core Analysis
hatar 4,000.00 4,000.00
Trucking ; 2,000,00 2.000.00 ;
Perforating 3,000.00
Treating - : 50,000.00 |
Campletion Unit . 10,000.00 :
Inbor . . ’ 5,000.00 2,000.00
Bits & Rental Bquipment 33,600.00 33,600.00
Overhead and Supervision : 6,000.00 4,000.00 :
Contingencices : 14,000.00 8,000.00 ;
Total Intangibles : 260,400.00 180,500.00 . ¥
Surface Casing 1600 ft & $7.79 12,470.00 12,470.00
Intermediate Casing . i . |
2nd Intermediate Casing -
well Head . 8,000.00 4,000.00 ,
Oil Strin ft @ 35,420.00 _  _
§ Twing 7)0S frte o 29,820.00 : f
Rods 0 13,000.00
Purping Unit and Base 19. 46,000.00
Prime Mover 1 - (f, 14\7 9,500.00 :
Misc. Connscticns ok ) 4,000.00 2:000.00 §
| Total Well Tangm_les _)‘LV‘ & A b’ N 158,210.00 ,470.0
Tanks . 10,000.00
Treater-Separator % : 8,500.00 .
Connections, Line Pipe, etc. . 3,000.00 ' ]
Total Tank Battery 21,500.00
Total Cost $440,110.00 $198,970.00
Your - working interest share of the above estimate is § ‘
Please accopt and approve in the space providad below and retwm one oxecuted copy to this offic
N £ OIL & GG CORPOPATTON
BORKING Lnld‘,h[bi‘ CadER .\ oo }/3///61;’_
: By SRR ~ :
T Addhpe _EXGENT O
! PPROVED AND ACCEPTED this
% g;;’x 2;7 Dﬂtil D ACCEPTED tha ':"lg”"“‘eASE NO._________C Bézmwv-"—‘_

[P
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EXICO OlL CONSERVATION COMMISS " <

WEL'™ OCATION AND ACREAGE DEDICATIO®™LAT

All distancas must be {rom he suter baundaries of the Section.

Form C-192
Supersedes C-128
Elfective 14-83

aratoe ‘Well No.
ADOBE OIL & GAS CORP, KORNEGAY
Unit Letter Section Township Range Caunty
nJn -23 -20-S5 ~38-E LEA
Actual Footage Location of Walls
1980 foet trom the . SOUTH line end 1980 foat tom the EAST Une
Gmuad.'Lwﬂ Elev. Producing Formation Pool Cedlccted Acteage:
3567 DUAL BLINEBRY -~ TUBB Q€ ..

interest and royalty).

If answer is

DYu DN@-

this form if necessary.)

1. On_tlin the acreage dedicnted to the subject well by colored pencil o hachure marks oa the plat below.

2. If more thas ome leue is dedicated to the well, vutline each and ideatify the ownership thereof (both as to working

3. if more Ihn ome lease of different ownership is dodienlad to :I:e well, bave the interests of all owaners been consoli-
dated by commenitization, unitization, force-pooling. otc’ '

‘“‘yes)’ type of eonsolkllﬁon

If answer is “no!’ list the owners and tract descnptlolo wlneh luve actually been consoiidated. (Use reverse side of

sion.

No allowable will be assigned to the well until all interests have been consolidated (by communitization, usitization,
-forced-nsoling, or otherwise) or until a non-standard umit, eliminating such interests, has been approved by the Commis-

1
A~ACRES b
l..l- R

e .

° |
ADOBE O & G conﬂt
f’Aooa: rornNeGavy'l

|-

e e e - —— ]

40"ACRES : 1 ATACRES
3. J
™ | °

ADOSBE O & G corp laooBE © & G corP

¢ 1
{SKELWY)

1
1
{
] 1.
I
{
}° Miga~carTER"

ADOBE P & G CORP,
"woryecay'

" tnpa ~ reD, "LiNnoa - reD, "

e et - n — - —

45"ACRES

G s e ]

40TACRES

!
0
i
i
|

f. 3
40
(GUL.F)
ADQORE O =« G CCRP

<]
ADOBE O & G TORP |
"Lrano-reo, "
' Hetnoa - FeD Y

" iNpa-FED, 1 inoarrEn :
1 f
wacmES | a-acres // ADOBE OlL3& GAS CORP,
: //#l/ /"xonns's.kv" LEASE
2. i, ,'/ II 7 ¥
e | (] .

4
ADOBE O =~ &G CORP'ADOBS O & G CORP

..."...'..T,.T -— - a o]

g ANTWELL & WESTERN
£-1
- RESJRVES

tgrhs

CERTIFICATION |

. | heraby certifs that the information ¢one
tcined herein is true ond complete 1o the
bast of my knowledge ond bellef.

Name

Positisa

Company

Date

| heredy certify that the well lacaticn
shown on this plet was plotted from fiels
notes of aziuel surveys made by me or
under my supervision, and thet the same
is true and correct to rhe bast af mx

xnowiedge ond baflfef.

x

m“a e

Care Surveyed

JUNE 30

8
g
N B
oo
g
a

L

getlh s f R
MAX A SCHUMANN 3R~ -

1320 1880 '980 2310 26

40 20420

Cagtificale Mo,
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OPERATING AGREEMENT

KORNEGAY CREEK PROSPECT ‘?
LEA COUNTY, NEW MEXICO
ADOBE OIL COMPANY, OPERATOR
.
¥
:
PUFCORE B AMIPER i \“JiTE'{
ML COMSERVATION DIVISION
i A EXHIBIT NO.__ 7
chsENO. (364
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OPERATING AGREEMENT

THIS AGREEMENT, entered into this__23td _ day of____Septembex - , 1977__ ., between
ADOBE OIL COMPANY

hereafter designated as “Operator”, and the signatory parties other than Operator,
WITNESSETH, THAT:
WHEREAS, the parties to this agrecement are owners of oil and gas leases covering and, if so indicated,

unleased mincral interests in the tracts of land described in Exhibit “A", and all parties have reached an

oy e BNy

agreement Lo explore and develop these leases and interests for oil and gas to the extent and as hercinafter
provided;

NOW, THEREFORE, it is agreed as follows:
1. DEFINITIONS

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

" them.

(1) The words “party” and “parties” shall always mean a party, or parties, to this agreement.

{2) The parties to this agreement shall always be referred to as “it” or ‘“they”, whether the parties be -
porate‘ bodies, parinerships, associations, or persons real.

(3) The term “oil and gas” shall include oil, gas, casinghead gas, gas condensatle, and all other liquid or gase-
ous hydrocarbons, unless an intent to limit the inclusiveness of this term is specifically stated.

k {4) The term *oil and gas interests” shall mean unleased fee and mineral interests in tracts of land lying

. ) ' } within the Unit Area which are owned by parties to this agreement. ‘

(5) The term “Unit Area” shall refer to and include all of the lands, oil and gas leasehold interests and il
and gas interests intended to be developed and operated for oil and gas purposes under this agreement.
Such lands, oil and gas leasehold interests and oil and gas interests are described in Exhibit “A”.

{6) The term “drilling unit” shall mean the area fixed for the dri]}ing 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 Unit Area or as fixed by ex-
press agreement of the parties.

YRV

o : {7) Al exhibits attached to this agreement are made a part of thé contract as fully as though copied in full
in the confract.

PP e

s

(8) The words “equipment” and “materials” as used here are synonymous and shall mean and inciude all
oil fieid supplies and personal property acquired for use in the Unit Area.

2. TITLE EXAMINATION, LOSS OF LEASES AND OIL AND GAS INTERESTS
A. Title Examination:

S YNBSS LI,

Operator shall obtain for the joint account such title examinations as it decms
necessary on the joint property, includirg but not limited to Title Opinions,
Drilling Opinions, Divisicn Order Title Opinions, and Supplemental Opinions thereto.
If all titles are approved by the examining ettorneys or are accepted by Operator,
all subsequent provisions of this agreement shall become operative immediately and
the parties shall proceed to their performance as they are hereinafter stated.
The cost of such title examinration, including but not limited to, abstracts, opinions,
‘attorney's fces, curative and brokers fees shall be charged to the joint account,

#Jotut l.oss"

SO .
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of eac™gupplemental opinion, and of all final opinions, shall be sent promptly to cach party. Thc opinion of
the examiniQttorney concerning the validity of the title to cach oil and gas interest and cach lease, and the
amount of inteiest vayered thereby shull be binding and conclusive on the parties, but the acceptability of
leases as {o primary teriwJoyally provisions, drilling obligations, and special burdens, shall be a matter for

approval and acceptance by an horized representative of each party,

All title examinations shall be made, ahd litle reports submitted, within a period of________days after the
submission of abstracts and title papers. Each pa shall, in good faith, try to satisfy the requirements of the
examining attorncys concerning its leases and interests, aw]_each shall have a period of .. days from

receipt of title report for this purpose. If the title to any lease,™g oil and gas 'interest, is finally rejected by

the examining attorney, all parties shall then be asked to state in wiNing whether they will waive the title

defects and accept the leases or interests, or whether they will stand on the atwgnev’s opinion. If one or more
parties refuse to waive title defects, this agreement shall, in that case, be terminat®®,and abandonec_i, and all
abstracts and title p:apers shall be returned to their senders. If all titles are approved by™he examining at-
torneys, or are accepted bj all parties, and if all leases are accepted as to primary terms, royalfi\grovisions,
d-rilling'obligations and special burdens, all subsequent provisions of this agreement shall become opihative
. Harbelyorrri-t] res—shrerid dboetired ; l ereinat o

B. Failure of Title:

After all titles are approved or accepted, any defects of title that may develop shall be the joint re-

’;ponsibility of all parties and, if a title loss occurs, it shall be the loss of 21l parties, with each bearing its pro-

portionate part of the Joss and of any liabilities incurred in the loss. If such a loss occurs, there shall be no

change in, or adjustment of, the interests of the parties in the remaining portion of the Unit Area,.

- C. Loss of Leases For Other Than Title Failure:

If any leasc or interest subject to this agreement be lost through failure to develop or because express
or implied covenants have not been performed, or if any lease be permitted to expire at the end of its primary
term and not be renewed or extended, the loss shall not be considered a failure of title and all such losses shall
be joint losses and shall be borne by all parties in proportion to their interests and there shall be no readjust-

ment of interests in the remaining portion of the Unit Area.

2. UNLEASED OIL AND GAS INTERESTS

It an); party owns an unleased oil and gas interest in the Unit Area, that interest shall be treated for
the purpose of this agreement as if it were a leased interest under the form of oil and gas lease a-ttached as
Exhibit “B” and for the primary term therein stated, As to such interests, the owner shall receive royalty on
production as prescribed in the form of oil and gas lease attached herefo as Exhibit “B”., Such party shall,
however, be subject to all of the provisions of this agreement relating to lessces, to the extent that it owns

the lessee interest.

4. INTERESTS NOF IARTIES

Exhibit “A” lists all of the parties, and their respective pereentage or fractional interests under this
agreement.  Unless changed by other provisions, all costs and liabilities incurred in operations under this con-
tract shall be borie and paid, and all equipment and material acquired in operations on the Unit Area shail be
owned, by the parties as their inferests are given in Exhibit “A”,  All production of oil and gas from the

Unit Area, subject to the pauyment of lessot’s voyalties, shall also be owned by the parties in the samme manner,

_—0

“Joint Louss"

o A e b
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It the interest of any purty in any oil und gus leese covered by Lhis agreement is sub)"cct fo an overriding

, cnge roya s, set forth in th ases
royalty, production payment, or other charge over and ubove theles : - sfx!;\ party Eha{ subjeet

assume and alone bear all such excess obligations and shall uccount for them to the owners thercof out of its hereto,

share of the - rorking interest production of the Unit Area.
5. OPERATOR OF UNIT

ADOBE OIL COMPANY ‘ shall be the Operator of

the Unit Arca, and shall conduct ana direct and have full control of all operations on the Unit Area as per-

mitted and required by, and within the limits of, this agreement. It shall conduct all such operations in a good

FEVPVET

and workmanlike manner, but it shall have no liability as Operator to the other parties for losses sustained,
or liabilities incurred, except such as may result from gross negligence or from breach of the provisions of

this agreement.
6. EMPLOYEES

The number of employces and their selection, and the hours of labor and the compensation for services

performed, shall be determined by Operator. All employees shall be the employees of Operator.

2 T 'LL

n or before the_ __ day of L 19 Operator shall commence the drill-

far oil and gas in the fotlowing location:

ing of a

and shall thereafter continue the drifling of the well‘with due diligence to

W L,

unless granite or other practically impenetrable substance is ountered at a lesser depthor unless all parties
L égree to complete the well at a lesser depth. ‘
Opecrator shall make reasonable tests of all formations encountere uring drilling which give indica-

tion of containing oil and gas in quantities sufficient {o test, unless this agreemegt shall be limited in its ap-

plication to a specific formation or formations, in which event Operalor shall be reqbired to test only the
formation or fox:mations to which this agreement may apply.

If in Operator’s judgment the well will not produce oil or gas in paying quantities, and 1 ishes to
plug and abandon the lest as a dry hole, it shall first secure the consent of all parties to lhe plugging, a

a6 niluo g maccilda
m}w 3 —a—prorpery ¥ ot

8. COSTS AND EXPENSES

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge all costs

a1 RN R g YA AMKAAE W A N 0 LD VN

and expenses incurred in the development and operation of the Unit Area pursuant to this agreement and shall
" charge each of the parties hereto with their respective proportionate shares upon the cost and expense basis
provided in the Accounting Procedure attached hercto and marked Exhibit “C”. If any provision of Ex-
hibit “C" should be inconsistent with any provision contained in the body of this agreement, the provisions in

the body of this agreement shall prevail.

Operator, at its clection, shall have the right from time to time to demand and receive from the other
parties payment in advance of their respective shares of the estimated amount of the costs to be incurred in
operations hereunder during the next succeeding month, which right may be exercised only by submission to
cach such party of an itemized statement of such estimated costs, together with an invoice for its share there-
of. Each such statement and invoice for the payment in advance of estimated costs shall be submitied on or
before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of
such estimate within fifteon (15) days after such estimate and invoice is received. If any party fails to pay its
share of said estimate within said time, the amount due shall bear interest at the rate ch‘J;E%V;)%rcent’ a per
annumn until paid.  Proper adjustinent shail be made monthly between advances and actual cost, to the end
that cuch parly shall bear and pay ils propertionate share of actual costs incurred, and no morce,

-—3
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9. OPERATOR'S LIEN
Opcrator is given a first and preferred lion eemblasmint s dqvngiey varengebedoymibiv brerebpagretion

in each party's interest in oil and gas produced and the proceeds thercof, and upon each party’s interest in ma-

terial and equipment, to sccure the payment of all sums due from each such partly to Operator,

In the event any party fails to pay any amount owing by it to Operator as ils share of such costs and
eipcnse or such advance estimate within the time limited for payment thereof, Operator, without prejudice to
other cxisting remedies, is authorized, at its election, to colleet [rom the purchaser or purchasers of oil or gas,
the proceeds aceruing to the working interest or interests in the Unit Area of the delinquent party up to the
amount owing by such party, and each purchaser of oil or gas is authorized to rely upon Operator's statement
as to the amount owing by such party.

In the event of the neglect or failure of any non-operating party to promptly pay its proportionate part
of the cost and expense of development and operation when due, the other non-operating parties and Operator,
within thirty (30) days after the rendition of statements therefor by Operator, shall proportionately contribute
to the payment of such delinquent indebtedness and the non-operating parties so contributing shall be entitledr
to the same lien rights as are granted to Operator in this section. Upon the payment by such delinquent or
d_efaulting pérty to Operatbr of any amount or amounts ¢n such delinquent indebtedness, or upon any recovery
on behalf of the non-operating parties under the lien conferred above, the amount or amounts so paid or re-
covered shall be distributed and paid by Operator to the other non-operating parties and Operator propor-

tionately in accordance with the contributions theretofore made by them.

10. TERM OF AGREEMENT
This agreement shal} r-main in full force and effect for as long as any of the oil and gas leases subjected
to this agreement remain or are continued in force as to any part of the Unit Area, whether by production, ex-

tension, renewal or ctherwise; provided, however, that it may be terminated at an earlier
date by written agreement by all parties hereto. It is agreed, however, that the termin-
ation of this agreement shall not relieve any party hereto from any liability which has
occruzd or attached prior to the date of such termination.

1L _LIMITATION ON EXPENDITURES

Without the consent of 21 parties: f2) No well chall he drilled on the Unit

Area evcent any well ex-
pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section 12
of this agreement, it being understood that the consent to the drilling of a well shallnot include consent
to any expenditures for - completing, and equipping of the well, including necessary
tankage; (b) No well shall be reworked, plugged back oir deepened except a well reworked, plugged back or
deepened pursuant to the provisions of Section 12 of this agreement, it being understood that the consent to
the reworking, plugging back or deepening of a well shall include consent to all necessary expcndilu_res in
conducting such operations and completinfg and equipping of said well to produce, including necessary tank-
age; (c) Operater shall not undertake any single project reasonably estimated to require an expenditure in
excess of —-TEN THOUSAND--w=w———=m--— hsintubalnsteinisinhuiinintsbat i Dollars ($_10,000.00--4-

except in connecticn with a well the driiling, reworking, ceepening, or plugging back of which hos been pre-
viously authorized by or pursuant to this agreement; provided, however, that 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 and to safeguard life and property,
but Opcrator shall, as promptly as possible, report the emergency to the other pavties. Operator shall, upen
request, furnish copies of s “Authorily for Expenditures” for any single projeet costing in vx-
cess of $10,000.00
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12. OPERATIONS BY LESS THAN ALL PARTIES

It all the partics canrot mutually agree upon the drilling of any well on the Unit Arca other than the

test well provided for in Secction 7, or upon the reworking, deepening or plugging back of a dry hole dritled

' at the joinl cxpense of all parties or a well jointly owned by all the parties and not then producing in paying
i quantitics on the Unit Arca, any party or partics wishing to drill, rework, decpen or plug back such a well

may give the other parties written notice of the proposed operation, specifying the work to be performed,

the location, praposed. depth, objective formation and the estimated cost of the operation. The parties receiv-

Ing such a notice shall have thirty (30) days (except as to reworking, pl ing back or dritling d , where
gs y (30) days (excep t&e‘fxt_:ryl ouprupélsf ack or drilling deceper, w

a drilling rig is on location, the period shall be limited to. hours exclusive of Saturday or Sun-
- day) 5?1'2-9 r]égg;a)% otllol]ﬁjédg&:scc within which to notify the parties wishing to do the work whether they elect
to participate in the cost of the proposed operation. Failure of a party receiving such a notice to so reply to
it within the period above fixed shall constitute an election by that party not to participate in the cost of the

proposed operation,

If any party receiving such a notice elects not to participate in the proposed operation (such paﬂy or
parties bein;! hercafter referred to as “Non-Consenling Party™), then in order to be entitled to the bencfits
of this sectiaon, the party or parties giving the notice and such other parties as shall elect to participate in the
operation (all such parties being hercafter referred to as the “Consenting Parties") shall, within thirty (30)
days after the expiration of the notice period of thirty (30) days (or as promptly as possible after the expir-
;tion of the 48-hour period where the drilling rig is on location, as the case may be) actually commence work

on the proposed operation an? complete it with due diligence.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the
.proportions that their respective interests as shown in Exhibit “A" bear to the total interests of all Consenting
Parties. Consenting Parties shall keep the leasehold estates involved in such operaticns {ree and clear of all
liens and encurabrances of every kind created by or arising from the operations of the Consenting Parties. If
such an operation resulfs in a dry hole, the Consenting Parties shall plug and abandan the well at their sole
cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this
seclion resulls in a producer of oil and/or gas in paying quantities, the Consenting Parties shall complete and
equip the well to produce at their sole cost and risk, and the well shall then be turned over to Operator and
shall be cperated by it at the expense and for the account of the Consenting Parties. Upon commencement of
operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in accordance with the provisions of this section, each Mon-Consenting Party shall be deemed to have relin- -

quished to Consenting Parties, and the Consenting Parties shall own and be entitled to rececive, in proportion

to their respective inferests, all of such Nen Conscnting Parly’s inierest in ihe well, its leasehold operating
in the drilling unit

righls,/and share of production the’re(romﬁntil the procceds or market value thereof (after deducting pro-
duction taxes, royally, overriding royally and other interests payable out of or measured by the production
from such well/ﬁgc)itixﬁfg“\]gtl?xl}esgést ?o Eﬁccrflir\xlteergs%tl?nt?leizt'?gferls) shall equal the total of the following:
(A) 1009 of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment
beyond the we'incad connections (including, but not limited o, stock tanks, separators, treaters,
pumping eqv’pment and piping), plus 100¢5 of cach such Neon-Consenting Parly’s share of the cost of
operation ¢. the well commencing with first production and continuing until each such Non-Consentling
Party’s relinquished interest shall revert to it under other provisions of this section, it being agreed that
each Non-Consenting Party’s share of such costs and equipment will be that intercst which would have
been chargeable to each Non-Consenting Party had it participa{cd in the well from the beginning of
the aoneration; and
(B) 300Z_of that portion of the costs and expenses of drilling, reworking, deepening
?ol;lxlx)&:u;%%llégln%'llccllﬁ;g, after deducling any cash contributions received under Scction 25, and 300%
of thut portion of the cost of newly acauired ecquipment in the well (lo and including the welthead
connections), which would bave been chargeable to such Non-Consenting Party if it had participated

therein. . .
subject to the non-consenting partics gas contracts or othCree—

obligations concerning disposition of production)
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In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
be permitted to usc, free of cost, all casing, tubing and other cquipment in the well, but the ownership of all
such cquipment 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 tao the owners thercof,

with each pariy recciving its proportionate part in kind or in vaiue,

Within sixty (60) days after the completion of any operation under this seclion, the parly conducting
the operations for ihe Consenting Parties shall furnish cach Non-Consenting Parly with an inventory 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 licu of an itemized 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 Consenting Parties shall furnish the Non-Consenting Parties 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 and the amount of procecds realized from the sale of the well's working interest
production during the preceding month. Any amount realized from the sale or other disposition of equip- -
ment newly acquired in connection with any such operation which would have been owned by a Non-Con-
senting Party had it participated therein shall be crediied 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; if there is a credit balance it shall be paid to s{xch Non-Consenting Party.

If 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-Consenting Party shall automatically
revert to it and from and after such reversion such Non-Consenting Party shall own the same interest in such
well, the operating rights and working interest therein, the material and equlpment in or pertaining thereto,
and the production therefrom as such Non-Consenting Party would have owned had it pamcnpated in the
dnlhng, 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 ia accord-

ance with the terms of this agreement and the accounting procedure schedule, Exhibit “C”, attached hereto.

Notwithstanding the provisions of this Section 12,-it is agreed that without the mutual consent of all
parties, no wells shall be completed in or produced from a source of supply from which a well located else-

where on the Unit Area is producing, unless such well conforms to the then-existing well spacmg pattern
for such source of supply.

The provisions of this section shall have no application whatscever to the drilling of the initial test
well on the Unit Areg, but shall apply to the reworking, deepening, or plugging back of the initial test well
after it has been drilled to the depth specified in Section 7, if it is, or thereafler shall prove to be, a dry
hole or non-comrmerecial well, and to all other wells drilled, reworked, deepened, or plugged back, or pro-

posed to be drilled, reworked, deepened, or plugged back, upon the Unit Area subsequent to the drilling of
the initial test well, )

13. RIGHT TO TAKE PRODUCTION IN KIND

Each party shall/{}zie in m gsepgrately dispose of ils proportionate share of all oil and gas pro-
duced from the Unit Area, exclusive of production which may be used in development and producing oper-
ations and in preparing and treating oil for marketing purposes and production unavoidably lost. Each party
shall pay or deliver, or cause to be paid or delivered, all royallies, overriding royaltics, or olher payrments
due on its share of such production, and shail hold the wther paviics frce froem any lability thevefor. Any
extra expenditure incurred in the taking in kind or separate disposilion by any party of its proportionate

share of the production shall be borne by such parly.

such as may be required for the sale of

Enchi party shail exc cutc; division oiders and conlracisg, s nbsimmiaenin t0 its intorest in produc-

tion fromm the Unit Avea, and shall be entitled to receive payment diveet from the purchaser or purchasers

thercof for ils share of all production.
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In the cvent any party shall fail to make the arrangements necessary to take In kind or separately
dispose of ils proportionate share of the oil and gas produced from the Unit Arca, Operator shall have the
right, subjcct to revocation al will by the party owning it, but not the obligation, to purchase sueh oil and
gas or sell it 1o others for the time being, at not less than the market price prevailing in the arca, which
shall in no event be less than the price which Operator reccives for its portion of the oil and gas produced
from the Unit Arca. Any such purchase or sale by Operator 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 scparately dispose of, its share of
all oil and gas not prcviously'dclivcred to a purchaser, Notwithstanding the foregoing, Operator shall not
make a sale into interstate commerce of any other party’s share of gas production without first giving such
other parly sixty (60) days notice of such intended sale, .

14, ACCESS TO UNIT AREA

Each party shall have access to the Unit Area at all reasonable times, at its sole risk, to inspect or
observe operations, and shall have access at reasonable times to information pertaining to the development
or operation thereol, including Operator’s books and records relating thereto. Operator shall, upon requcst,
furnish cach of the other parties with copies of all drilling reports, well logs, tank tables, daily gauge and
run tickets 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 Unit Area,

15. DRILLING CONTRACTS

Al! wells drilled on the Unit Area shall be drilled on a competitive contract basis at the usual rates
prevailing in the area. Operator, if it so desires, may employ its own tools and equipment in the drilling
of wells, but its charges therefor shall not exceed the prevailing rates in the field, and the rate of such
charges shall be agreed upon by the parties in writing before drilling operations are commenced, and such
work shall be performed by Operator under the same terms and conditions as shall be cusiomary and usual

in the field in contracts of independent contractors who are doing work of a similar nature.

16. ABANDONMENT OF WELLS

No well, other than any well which has been drilled or reworked pursuant to Section 12 hereof for
which the Consenting Parties have not been fully reimbursed as therein provided, which has been com-
pleted as a producer shall be plugged and abandoned without the consent of all parties; provided, however,

if all parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender

to cach of the other parties its proportionate share of the value of the well’'s salvable material and equip-"

ment, determined in accordance with the provisions of Exhibit “C”, less the estimaied cost of salvaging and

‘the estimated cost of plugging and abandoning. Each abandoning party shall then assign to the non-

abandoning parties, without warranty, express or implied, as to title or as lo quantity, quality, or fitness for use
of the cquipment and material, all of its interest in the well and its equipment, together with its interest in
the leasehold cstale as to, but only as to, the interval or intervals of the formation or formations then open
to production. The assignments so limited shall encompass the “drilling unit” upon which the we!l is located.
The payments by, and the assignments {o, the assignees shall be in a ratio based upon the relationship of
their respective percentages of participation in the Unit Area to the aggrepate of the pereentuges of parlici-~
pation in the Unit Area of all assignees. There shall be no readjustment of interest in the remaining portion

of the Unit Area.

After the assignment, the assignors shall have no further responsibility, lability, or interest in the

operation of or production from the well in the interval or intervals then open. Upon request of the assignees,

. Opervator shall continue (o operale the assigned well for the account of the non-abandoring parties at the

rates and charges contemplated by this agreement, plus any additional cost and charges which may arise as

the result of the separate owaceship of the assigned well,
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17, DELAY RENTALS AND SHUT-IN WELL PAYMENTS

Oporator or its designes shall pay ell delay rentals and shut-in well paymonts

which may be roquired under tho terms of tho lease or lcases, Thc amount shall be
: charyed by Oporator to tho joint account of tha partics and treated in all rospects
H tho same as costs incurred in the development and oporation of the Unit Arca. Operator
3 shall diligently attempt to make proper payment, but shall not be held liable to the
other parties in damages for the loss of any lease or interest therein if, through
mistake or oversight, aiy rental or shut-in well payment is not psid or is erroneously
paid. The loss of any lease or interest therein which results from a failure to pay
or an erroneous payment of rental or shut-in well payment shall be a joint loss and
there shall be no readjustment of interests in the remaining portion of the Unit
Arca, If any party secures a new lease covering the terminated interest, such
acquisition shall be subject to the provisions of Section 23 of this agreement.

18. PRETERENTIAL RIGHT TO PURCHASE i

. No sale or assignment shall be binding upon Operator until Operator shall have ]
been furnished with a certified copy of recorded instrument evidencing same, and no
‘sale or assignment shall be effective until all moneys due and accounts payable
accruing or arising out of the development and operation of the leases subject hereto
shall have been paid in full by the party assigning its interest hereunder.

19. SELECTION OF NEW OPERATOR

Should a sale be made by QOperator of its rights and interesls, the other parties shall have the right

)
i ra

within sixty (60) days affer the dale of such sale, by majority vote in inferest, to select a new Operalor. If

' a new Opcr:'alor is not so sclected, the transforce of the present Operator shall assume the duties of and act as
A ‘ Operator. In cither case, the vetiring Operator shall continue to serve as Operalor, and discharge its dulics
in that eapacity under this agrcement, until its successor Operator is selecled and begins to function, but the
present Operator shall not be obligated to continue the performance of its duties for more than 120 days after

the sale of its rights and interests has been completed.

The provisions of this Section 19 shall nnt be applicable where any party wishes
to mortgage its interests or disposes of its interests by merger, reorganization,
consolidation, or sale of 2ll of its assets, or a sale or transfer of its interests
to a subsidiary of a parent company or to any company in which any onc party owns a
wajorily oL the stuock or to a limited or gencral partnership in which it is a partner,

—_—g —
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t : 20. MAINTENANCE OF UNIT OWNERSINDP

For the purpose of maintaining uniformity of ownership in the oil and gas leaschold interests covered by

this contract, and notwithstanding any other provisions {o the contrary, no party shall sell, encumber, transfer

or make other disposition of its interest in thz leases embraced within the Unitl 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 Unit Area.

. I Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly
subject to this agreement, and shall be made without prejudice to the rights of the other parties.

If at any time the interest of any party is divided among and owned by four or more co-owners, Opera-
tor may, at its discretion, require such co-owners to appoint a single trustce or agent with full authority to re-
ceive notices, approve expenditures, receive billings for and approve and pay such party's share of the joint
expenses, and o deal génerally with, and with power to bind, the co-owners of such party's interests within
the scope of the operations embraced in this contract; however, all such co-owners shall enter into and execute
all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the

Unit Area and they shall have the right to receive, separately, payment of the sale proceeds thereof.

21. RESIGNATION OF OPERATOR

Operator may resign from -its duties and obligations as Operator at any time upen written notice of not
‘less than ninety (90) days given to all other parties. In this case, all parties lo this contract shall select by
. majority vote in interest, not in numbers, a new Operator who shall assume the responsibilities and duties, and
have the rights, prescribed for Operator by this agreementi. The retiring Operator shall deliver to its successor

all records and information necessary to the discharge by the new Operator of its duties and obligations.
22. LIABILITY OF PARTIES

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 proportionate share of the costs of developing and
operating .the Unit Area. Accordingly, the lien granted by each party to Operaior in Section 9 is given to se-
cure only the debts of each severally. It is not the intention of the parties to create, nor shall this agreement

be construed as creating, a mining or other partnership or association, or to render them liable as partners.

23. RENEWAL OR EXTENSION OF LEASES

3 ) If any narty secures a renewal of any oil and gas lease subject to this contract, each and ail of the other
parties shall be notified promptly, and shall have the right to participate in the ownership of the rencwal lease
by paying to the party who acquired it their several proper proportionate shares of the acquisition cost. which

shall be in'proportion io the interests held at that time by the partics in the Unil Area.

It some, but less than all, of the parties elect to participate in the purchase of a renewal lease. it shall
be owned by the parties who elect to participate therein, in a ratio based upon the relationship of their respec-
tive percentage of participation in the unit arca to the aggregate of the percentages of participation in the unit
arca of all parties participating in the purchase of such renewal lease.  Any renewal lease in which less than

all the parties eleet to participate shall not be subject to this agreement.

Each party who participates in the purchase of a venewal lease shall be given an assignment of its pro-
portionate interest thercin by the acquiring party. -

The provisions of this section shall apply to rencewal Jeases whether they ore for the entive interest
covered by the expiving lease or cover only a portion of its area or an interest thercin,  Any rvenewal lease
taken before the expiration of its predecessor lease, or tuken or contracted for within six (6) months aflter
the expivation of the existing lease shall be subject 1o this provision; but any lease taken or contracted for

. more than six (6) months after the expivation of an existing lease shall not be deemed a renewal lease and
shall not be subjeet to the provivions of this seclion.

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

! : 0
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24, SURRENDER OI' LEASES
~N

The leases covered by this agreement, in so far as they embrace acreage in the Unit Aren, shall not be

surrendered in whole or in part unless all parties consent.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and
other partics not agree or consent, the party desiring to surrender shall assign, without express or implied
warranty of title, all of its ipterest in such lease, or portion thereof. and any well, material and equipment
which may be located therecon and any rights in production thereafter secured, to the parties not desiring to
surrender it. Upon such assignment, the assigning party shall be relicved from all obligations thereafter ac-
cruing, but not therctofore acerued, with respect to the acreage assigned and the operation of any well there-
on, and the assigning party shall have no further interest in the lease assigned and its equipment and pmduction".
The partics assignee shall pay to the party assignor the reasonable salvage value of the latter’s interest in any
wells and equipment on the assigned acreage, determined in accordance with the provisions of Exhibit “C”",
less the estimated cost of salvaging and the estimated cost of plugging and abandoning. If the assignment is in
favor of more than one party, the assigned interest shall be shared by the parties assignee in the propdrtions

that the interest ¢f each bears to the interest of all parties assignee.

Any assignment or surrender made under this provision shall not reduce or change the assignors’ or sur-
rendering parties’ interest, as it was immediately before the assignment, in the balance of the Unit Area; and
the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter be subject to the

‘terms and provisions of this agreement.

25. ACREAGE OR CASH CONTRIBUTIONS

I‘f any party receives while this agreement is in force a contribution of cash toward the drilling of a
>well or any other operation on the Unit Area, such contribution shall be paid to the party who conducted the
drillinz or other operation and shall be applied by it against the cost of such drilling or other operation. If
the coniribution be in the form of acreage, the party to whom the contribution is made shall promptly execute
an assignment of the ocreage, without warranty of title, to all parties to this agreement in proportion to their
interests in the Unit Area at that time, and such zcreage shall become a part of the Unit Area and be governed
by all the provi.sions of this contract. Each party shall promptly notify all other parties of all acreage or

money contributions it may obtain in support of any well or any other operation on the Unit Area,

26. PROVISION CONCERNING TAXATION

Bach of the porties hereto elects, under the authority of Section 761{a) of the Internal Revenue Code of

1954, to be excluded from the application of all of the provisions of Subchapter K of Chapter 1 of Subtitle A of

~ the Internal Revenue Code of 1954, If the income tax laws of the state or states in which the property covered

hereby is lécatod contain, or may hereafter contain, provisions similar to those contained in the Subchapter of
the Interhal Revenue Code of 1954 above referred to under which a similar election is permitted, each of the
parties agrees that such election shail be exercised. Each party authorizes and divects the Operator to execute
such an election or elections on its behalf and to file the election with the proper governmental office or

agency. If requested by thee Operator so to do, each parly agrees to execute and join in such an election.

Operalor shall render for ad valorem taxation all property subject to this agreement which by law

. lawfully
should be rendered for such taxes, and it shall pay all such taxes/asses’sod LRCIeON Jamdeatimintppdio o

smant. Operator shall bill all other parties for their proportionate share of all tax payments in the manner
provided in Exhikit “C»,

If any tax assessment is considered unrcasonable by Operator, it may at ils discretion protest such valua-
tion within the time and manner preseribed by law, and prosecute the protest to a final determination, unless
all parties agree to abundon the protest prior to final determination. When any such protested valuation shall
have been {inally determined, Operator cshall pay the assessment for the joint account, together with interest and
penalty accrued, and the total cost shall then be assessed against the parties, and he paid by them, as provided
in Exhibit “C”,

—10 —
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27. INSURANCE

At all times while operations arc conducled hercunder, Operator shall l'ompiy with the Workmen's
Compcnsation Law of the Slate where the operations are being conducted. Operator shil also carry or pro-
vide insurance for the benefit of the joint account of the parties as may be outlined in Exhibit “D" attached
to and made a part hercof. Operator shall require all contractors engaged in work on or for the Unit Arca
to comply with the Workmen's Compensation Law of the State where the operations are being conducted and
to maintain such other insurance as Operator may roquire.

In the event Automobile Public Liability Insurance is specified in said Exhibit “D”, or subsequently rve-
ceives the ;pproval of the parties, no direct charge shall be made by Operalor for premiums paid for such in-

surance for operator's fully owned automotive equipment.

28. CLAIMS AND LAWSUITS

. by a third party .. . .
If any party to this contract is sued fon an alleged cause of action arising out of operations on the Unit

Area, or on an alleged cause of action involving title to any lease or oil and gas interest subjected to this con-
tract, it shall give prompt written notice of the suit to the Operator and all other parties.

‘ The defense ofﬂsatwl.gsl\llits shall be under the general direction of a committee of lawyers representing the
parties, with Opcrator’s attorney as Chairman. Suits may be settled during litigation only with the joint con-
sent of all parties. No charge shall be made for services performed by the staff attorneys for any of the
parties, but otherwise all expenses incurred in the defense of suits, together with the amount paid to discharge
any final judgment, shall be considered costs of operation and shall be charged to and paid by all parties in
proportion to their then interests in the Unit Area. Attorneys, other than staff attorneys for the parties, chall

be employed in lawsuifs involving Unit Area operations only with the consent of all parties; if outside counsel

s employed, their fees and expenses shall be considered Unit Area expense and shall be paid by Operator and

charged to all of the parties in proportion to their then interests in_the Unit Area. The provisions of this
.paragraph shall not be applied in any instance where the loss which may result from the suit is treated as an
individual loss rather than a joint loss under prior provisions of this agreement, and all such suits shall be
handled by and be the sole responsibility of the party or parties concerned.

Damage claims caused by and arising out of operations on the Unit Area, conducted for the joint ac-
count of all parties, shal! be handled by Operator and its attorneys, the settlement of claims of this kind shall
be within the discretion of Operatlor so long as the amount paid n scettlement ol any one claim does not exceed

thirty five c&ﬁﬁu’.éqump settled, the sums paid in settlement shall be charged as expense to

and be paid by all parties in proportion to their then interests in the Unil Area.

29, FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligaticns under
this agreement, other thon the obligation to make money payments, that party shall give to all other parties
prompt writfen notice of the force majeure with reasonably full particulars concerning il: thereupon, the
obligalions of the party giving the notice, so far as they are afiected by the force majeure, shall be suspended
during, but no longer than, the continuance of the force majeure. The affected party shall usze all possible
diligence to remove the force majeure as quickly as possible.

The requirement that any force majeure shall be retnedied with all reasonable dispateh shail not require
the settlement of strikes, lockouts, or other labor difficully by the party iavolved, coﬁtrary to its wishes; how
al! such difficulties shall be handled shall be entirely within the discretion of the party concoinsd.

The term “force majeure” as here employed shall mean an act of God, strike, lockout, or other industrial
disturbance, act of the public enemy, war, blockade, public riot, lighining, fire, storm, ficod, explosion, gov-
ernmental restraint, unavailability of equipment, and any other cause, whelher of the kind specifically enum-

erated alove or otherwise, which is not reasonably within the control of t¥e party claiming suspension.
30. NOTICES

All notices authorized or yegunied belween the parties, and reguived By any of the provisions of this
agreement,  hall, unless otherwise specifically provided, be given in writing by United States mail or Western

Union Telegram, postage or charges prepaid, wind addressed to the party to whom the notice is given at the
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pebdvensea ated on Exhdbit *A” The orlglanting notleg to be glven under any provislon heveof nhatl e decmed
glven onby when recelved by the party to wham such nstice 1 divected nnd the thoe for suel pavty to glve any
nolice In tesponse thereto shall ron from (he date the oedginating notlee I8 recelveld, The second or any re-
sponsive notice thall e deemed given when depostted in the United States mail or with tue Western: Union

Telegruph Company, with postiyie of charges prepaid,  Each parly shall have the ripht to change ity address

al any time, snd from lime tostime, by piving written notice thereof to all otlier parties,
. OTHER CONDITIONS, I ANY, AltL:

A. Al provisions of this agreement are hercby cxpressly made subject to all applicable
Federal or state laws, orders, rules and regulations, In the cvent this agreement or

any provision hercof is found to be inconsistent with or contrary to any such law, order,
rulo or rcgulation, the latter shall be deemed to control and this agreement shall be
regarded as modified accordingly and as so modified shall continue in full force and
cffect, | .

B. Election of Casing Point - Notwithstanding anything to the gontrary contained
herein, consent to the drilling of a well shall not be deemed as consent to the . .
setting of casing and completion attempt. After any well drilled pursuant to this
agrcement has reached its authorized depth, Operator, or the party conducting such
drilling operations, shall give immediatec notice to the Non-Operators participating
in said operations. The parties receiving such notice shall have 24 hours (exclusive
of Saturdays, Sundays and legal holidays) in which to elect whether or not they
desire to set casing and to participate in a cowmpletion attempt., Failure of a

party receiving such notice so to reply within the pericd above fixed shall con-~
stitute an election by that party not to participate in the cost of a completion
attempt. If all of the parties elect to plug and abondon the well, Operator, or the party
conducting the drilling operations, shall plug and abandon same at the expense of all

of the parties who participated in such operations. If one or more, but less than all

of the parties elect to set pipe and to attempt a completion, the provisions of Section

12 shall zpply to the operations thereaftex conducted by less than a21l- parties. In the
event of any conflict between the parties as to an election to complete said well or to
deepen same the party electing to complete shall -have the paramount right.

C. Ilater Created Lease Burdens - If any party hereto hereafter creates any overriding
royalty, production pavment or other burden ageinst its working interest production,

and if any other party conducts operations hercunder in which the party so creating saigd
burden against its working interest prcduction elects not to participate under anv pro-
vision of this agreement, and; as a-result, any party conducting such operations becomes
entitled to reccive the working interest production otherwise belonging to such other
party any party conducting such operations shall receive such production free and clear

of any burden so created by the otbexr party, and the latter shall save the party conductin
such operations completely harmless with respect to the receipt of such working interest
production, ’

D. Reworking COperations - Notwithstanding any language set out in Section 12 to the con-
trary, cach dNon-Conscnting Party to a reworking operations on & well conducted pursuant

to Section 12 shall, upon commencement of such operations, te deemed to have relinquished
to Consenting Parties, and the Conscnting Parxties shall own and be entitled to receive,

in proportion to their respective intcrests, all of such Non-Consenting Party'!s interest
in the well, its lcaschold operating rights and share of production therefrom, only
insofar as the intexval or intervals of the formation or formations which arc being se-
worked and to which such Non-Consenting Party does not desire to join in the rework:ng
thercof, until the procecds or market value thereof (after deducting production taxcs,
Yoyalty, overriding royalty and other intcrests payable out of, or measured by the pro-
duction from such well, only insofar as .the production sccured from the intcrval orx inter-
vals of the formation or fommations which are subject to said reworking operations accruin
aith respecl to such intervest until i% reverts) shall equal tho total of those carta’a
costs as further described in Subparagraph (A) and (8) of the third grammaticel paragraph
undox Scction 12 hereof. Motwithstanding any language set out in this paraygraph or
paragraph 12 to the contrary, no signatory party hercto shall proposa the reworking,
deepening ov plugging back of any well jointly owned by tho parties that is presently
producing in commeveial quantiticys, unless mutually agreced othorwisa.
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This Agreement is subject to all the terms and conditions of that
certain Agrecment dated September 23, 1977 between Adobe 041 &
Gas Corporation and I, Palmer Wcber and James C. Ray, and should
any conflict arise between these Agreements, then the Letter
Agrecment shall prevail.

P

Gra b e s ah AT -

R

SRR

Lo ¢pte Ao cat. W Ao et LR




AD-Ro T~ -~
AADLL, FORM onlo '

This agreement may be signed in counterpart, and shalt bie binding upon the partiés and upon their heirs,
g syceessors, representalives and assigns.
i OPERATOR
ATTEST: ) . ADOBE OIL COMP ~ C
///’}é 2’&*4/——-—— \\ \Z M‘* S A
4 v “Vicé President N ;
Secretary . : ;

oo NON-OPERATORS

ATTEST: N ADOBE OIL:& GAS CORPO'{ATION ;
e = e L 0G0
/(( s A ) Vice Pre31dent 5
- Secretary ADOBE EXPLORATION '77, LTD.
BY: ADOBE OIL & GAS CORPORATICH, :

ATTEST: MANAG] G PARTNER )
/ < = By: Lv\ L\t ¢ {,. ' e
e A e Vice TPresident — i
Secretary I
" ADOBE EXECUTIVE PARTNERSHIP 1977 !
ATTEST: BY: ADOBE OIL & GAS CORPORATION,
MANAGING PARTNER :
: ) A NG o , ;
Secretary By: 8 G WGAL o —_ ;

Vice President

F. PALMER HEBEE{\

; |

JAMES C. RAY

By: .
:
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AALL. FORM 610

! This agreement may be signed in counterpart, and shall be binding upon the parties and upon their heirs, 4

successors, representatives and assigns.

OPERATOR

ATTEST: : ADOBE ?}L COMPANY (
% . e e
z / & - Vice President N
Secretary
) _%
NON-OPERATORS i
ATTEST: .- ADOBE 01 RPORATION
] -
//JC; . By: &*\ \—\“ Vg .";h o f
< - . \, by A L St M H
A %d—’/ " Vice President
Secretary . ADOBE EXPLORATION '77, LTD. i
. BY: ADOBE OIL & GAS CORPORATION.
ATTEST: MANAGING PARTNER .
// ‘Z o By: k \»\ o\ S
A ~ Vice President
Secretary :
‘ ADOBE EXECUTIVE PARTNERSRIP 1977
ATTEST: BY: ADOBE OIL & GAS CORPORATION, i
/ MANAGINC PARTNER X
< 2/(%/ ' . Z \Y\r“\ &
Secretary Y - ‘

Vice PIPSIdent

i | F. PATMER WERER

] By:

JAMES C. RAY

P /

j% By:/fj'_/\'. 3o .»t/ /: ,// .

g //l /
—13 —




AADNL FORM 610

f This agreement may be signed in counterpart, and shall be binding upon the partics und upon their heirs,

successorsy, reuresentatives and assigns.

OPERATOK ,

ATTEST: . : ADOBE OIL COMPANY e ~%
/4 /g A By: \\\113 \x\(\ AN R

‘ ya —_— i Vice President - ;
Secretary ;

.§

H

NON-OPEKATORS ?

ATTEST: - ' ADOBE OIL & GAS CORPORATION ;
///7 By \‘\(\“& WA |

74 //// Vice Pre51dent

Secretary ADOBE EXPLORATION '77, LID. 5

BY: ADOBE OIL & GAS CORPORATION, ;

ATTEST: MANAGING PARTNER - :
//,‘4 W By' \ \ \ RN _L ‘

A ’/‘/‘hL “Vice Pres:.dent
Secretary ‘

‘ ADOBE EXECUTIVE PARTNERSHIP 1377 ;

ATTEST: B ~ BY: ADOBE OIL & GAS CORPORATION, :
//4£,;7 4523 MANAG??G PARTNER . :

7 4&4\\> By: X} \va ¢ e N ;

Secretary Vice President :

F. PALMER WEBER

By:

JAMES C. RAY

By:

—13—
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EXILIBIT "A"
" TO
OPERATING AGREEMENT
DATED SEPTEMBER 23, 1977

I. UNIT AREA

See Exhibit "A-1" attached.

IT. INTEREST OF PARTIES

ADOBE OIL & GAS CORPORATION 51.50%
ADOBE EXPLORATION '77, LTD. 31.25%
ADOBE EXECUTIVE PARTNERSHIP 1977 6.252
JAMES C. RAY 10.00%
F. PALMER WEBER 1.00Z

TOTAL 100.00%

IIX. ADDRESSES OF PARTIES

Adobe 0il & Gas Corporation
Adobe Exploration '77, Ltd.

Adobe Executive Partnership 1977
1100 Western United Life Building
Midland, Texas 79701

Mr. James C. Ray
4350 East Camelback Road
Phoenix, Arizona 85018

Dr. F. Palmer Weber
P. 0. Box 33
Ivy, Virginia 22945
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1 123-03

115304

1189-01
1189-02

1189-03
1189-04
1189-05
1185-06

11g9-07

M 363 2.7

STATE OF, New Mexico COUNTY OF Lea
EXHIBIT "A-1"
LESSOR LESSEE DATE DESCRIPTION RECORDED
e — BOoOK rAGE
Jones Robinson Company Robert P. Byron 8-25-75 T-20-5, R~38-E 294 174
Section 14: S/2 SE/4
Liberty National Bank, ‘Robert P. Byron 10-8-75 Same as above 295 213
Executor Trustee
William G. Bates Rokert P. Byron 10~3-75 Same as above 2905 179
Eenry C. Bourdon et al Robert P. Byron 1-28-76 Same as above 296 172
Mariee Kyta Robert P. Byron 2~11-76 Same as above 296 549
Richard G. Roeder et ux Robert P. Byron 3-8-76 Same as above 296 a86
David Bond Kyte . Robert P. Byron ' 2-11-76 same as above 297 | 235
The Bank of California N.A. Robert P. Byron 8=2~76 T-20~S, R-38-E
Trustee Section 14: N/2 NwW/4, NwW/4 NE/4, 298 800
s/2 SE/4
John M. Bates and Traders Robert P. Byron 2=-2-76 T-20-5, R=~38-C 300 46
National Bank, Co. Section 14: S$/2 Sg/4
Jones Robinson Company Robert P. Byron 8-25-75 elmonw. R-38-E 294 176
Section 23: N/2 SE/4
Liberty National Bank, Robert P. jyren 2-1-77 T-20-S, R-38-E 301 574
Trustee section 23: NE/4, N/2 SE/4
Harvey A. Heller, Jr. et ux] Robert P. Byron 2-1-77 Same as above 301 | 870
william G. Bates Robert P. Byron 2~12-77 Same as above 302 | 225
Richard . Roeder et ux Roocert P. Byron 3-31-77 Same as above 303 Q 46
Henry C. Bourdon et al ' “Robert P. Byron 3-30-77 Same as above 303 | 44
Barbara Bourdon Callahan Robert P. Byron 3-31=-77 T-20-S, R-38~E 303 40
Section 14: S/2 SE/4 _
Section 23: NE/4, N/2 3E/4
{
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PAGE 2 0f 4 STATE OF New Mexico COUNTY OF. Lea
ZASE NO. LESSOR LESSEE DATE ’ , DESCRIPTION . RECORDED
ROON VAGE
£25~03 Margaret P. Bourdon Robert P. Byron 3-31~77 T-20-S, R~38-E 303 42

. . Section 14: S/2 SE/4
Section 23: NE/4, N/2 SE/4

82-09 william R. Bourdon, Jr. Robert P. Byron 3-31-77 Same as above . 303 a8

¢C~01 Jones Robinson Company Robexrt P. Byron 8-25-75 T-20~-S, R~38-E . 294 178
Section 23: NE/4

9C-02 Mary Ruth McCrory Robert P, Byron - 5=11~77 | Same as above . 303 | 49%6 N
‘ . H
23~-01 Cpal Barton et al Robexrt P. Byron 3~19~76 T-20~-S, R-38-E 286 984
Section 14: N/2 NW/4, WW/4 NE/4
123-02 H. Dillard Schenck et ux Robert P. Byron ’ 3-24~76 Same as above 296 988
133-03 William G. Bates . Robert P. Byron , 3-22-76 Same as above 297 47
123-04 Harvey A Hellexr, Jr. et ux| Robert P. Byron 3-22~76 " Same as above 297 45
12305 Lawrence C. Harris et ux Robert P. Byron 4-5-76 Same as above 297 49
123~C8 | C. M. Woodbury et ux Robert m..wwnos 4-12-76 Same as above . 297 223
243 Earl xonmnwmw et ux Roy G. Barton, Jr. 7-16-76 T-20-5, R-38-E . 298 | 182
Section 15: S/2 SwW/4, SW/4 SE/4

i

Section 22: N/2 zsxgﬂ‘zS\p NE/4

54201 Gussie Mae Wise Roy G. Barton, Jr. . 6-25-76 T~20-S, R-38-E i 298 208
Section 14: W/2 sw/4
Section 15: E/2 SE/4
Section 22: NE/4 NE/4
Section 23: WW/4 NW/4

£4£2-02 Horvey A. Heller, Jr. et ux | ‘Robert P. Byxon 7--27-76 T~20~5, R-38~E
Section 14: W/2 Sw/4, S/2 SE/4 298 457
Section 15: E/2 SE/4
. : . . Section 22: NE/4 NE/4
, Co Section 23: Nw/4 Nw/4

23 T.71
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PAGE. STATE OF New Mexico COUNTY OF lea
LEASE NO. LESSOR LESSEE DATE DESCFRIPTION RECORDED
— . — BOOK PACGK
1642-03 william E. Howse, Indiv, Robert P. Byron 7-21-76 T-20-S, R-38-E 298 459
& as Executor of Estate Section 14: W/2 SwW/4
i Section 15: E/2'SE/4
Section 22: NE/4 NE/4
Section 23: NW/4 NW/4
1542-C4 Ronald J. Byers Robert P. Byron 11-8-77 T-20~S, R=38-E 306 607
’ Section 23: NW/4 Nw/4
1842-05 Alton Howse, Indiv, & as Robert P, Byron 11~28-77 T-20-S, R-38-E 307 78
Personal Representative Section l4: Ww/2 sw/4
Section 15: E/2 SE/4
Section 22: NE/4 NE/4
Section 23: NW/4 Nw/4
2377-01 Royalty Holding Company Robert P. Byzron 8-16-76 T-20-S, R-38-E
. Section 14: E/2 $W/4, SE/4 Nw/4 298 567
2307-02 Martha Lyon et vir Roy G. Barton, Jr, 9-17-76 T-20-S, R-38-E 298 802
_ Section 14: E/2 Sw/4, SE/4 WW/4
Section 23: NE/4 Nw/4
2507-03 Elmer H. Wahl, Inc. Robert P. Byron 8-16-76 T-20-S, R-38-E 298 621
) Section 14: E/2 5W/4, SE/4 NW/4
2507-04 Elmer H. Wahl, Inc. Robert P. Byron ' 8-16-76 T-20~S, R-38-E 208 | 623
_ Section 23: NE/4 NW/4
2507-05 Georgia lee Clarke Robert P. Byron 2=12-77 T-20~S, R-38-~E 302 223
Section 14: E/2 35W/4, SE/4 NW/4
Section 23: NE/4 Nw/4
2507-06 G. T. Blankenship, Execu- Robert P. Byron 3-30-77 Same as above 3C3 | 619
tor
2308-01 Royalty Holding Company " Robert P. Byron 8-16-76 T-20~S, R-38-E 298 585
' Section 23: NE/4 NW/4
3438-01 Ronald J. Byers " Robert. P. Byron 11-8-77 T~-20-S, R-38-E 306 605
J . A Section 15: E/2 $E/4

~ v(/




LEASE NO.

P233-01

2<20-01

v ram Y

™~
- o e e 3 Y EBRG RGP  mre
PAGE. 4 of 4 STATE OF z.ms Mexico COUNTY OF. lea
LESSOR LESSEE DATE DESCRIPTION umomxoamu.mmu
e — =
Ronald J. Byers Robert P, Byron 11-8-77 T-20-S, R-38-E 306 601
N Section 14: S/2 SE/4
Renald J. Byers Robert P. Byron 11-8-77 T-20-5, R-38-E 306 603

Section 14: W/2 sw/4
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THERE IS NO EXHIBIT "B'" TO THIS OPERATING AGREEMENT




. . COPAS -« 1974
B . N A ' Recommotkled by  the

] Council ol Pelrolewrn
t&iﬂb‘m 60]. TULIA  7410) Accauvntanls Soctutles of

Notth Antetica
Hils

EXHIBIT "c¢™

Attached to and made a part of . OPerating Agreement dated September
23, 1977 betwecn ADOBE OIL COMPANY, as Operator, and ADO L
OIL & GAS CORPORATION ET AL, as Non-—Opcrators. )

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

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

“Joint Operations” shall mean all operations 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
Opcrations and which are to be shared by the Parties.

“Operator” shall mean the party designated to conduct the Joint Operations.
“Non-Operatof‘s" shall mean the parties to this agreement other than the Operator.
“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervxsxon of other employees and/or contract labor directly employed on the Joint Property in a field operat-
ing capacity.

“Technical Employees” shall mean those employees having special and specific engincering, 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.

p——

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

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

-

2. Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for then‘ proportionate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of in- :
vestment and expense excapt that items of Controllable Material and unusual charges and credits shall be sep- : .
arately id-ntified and fully described in detail. - ‘

3. Advances and Payments by Non-Operators

Unless otherwise provided for in the agreement, the Operator may require 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 shali pay its proportion of afi bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shali bear interest monthly at the rate of {welve percent (12%) per
anniim or the maximum contract rate permilted by the applicable usury laws in the siate in which the Joint
Property is located, whichever is ‘the lesser, plus attornevs fces, court costs, and other costs in connection with
the collection of unpald amounts,
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4, Adjustments

Pavment of any such bills shall not prejndice the right of any Non-Cperailor iv proiest or question the correct-
ness thereof; provided, however, all bitls and statements rendered to Non-Operators by Operator during any
calendar year shall conclusively be presumed to be truc and correct after twenty-four (24) months following
the end of any such calendar ycar, unless within the said twenty-four (24) imonth period a Non-Operator lakes
written exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Onerator shall
be made unless it is made within the same preseribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of Controllable Material as provided for in Se«tion V.

5. Audits

A. Non-Operator, upon notice in writing to Cperator and all other Non-Operators, shall have the right to audit Ope-
rator’s accounts and rvecords relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar 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
Scction I. Where there ave two or more Non-Operators, the Non-Operators shall make every rea-onable effort to J
conduct joint or simulluncous audits in a manner which will result in a minimum of inconvenicnce te the Opera-

tor. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless apreed
to by the Operator.

6. Approval by Non-Operatovs

Where an approval or other agrecement of the Parties orr Non-Operators is expressly required under other sce-
tions of this Accounting Procedure and if the aprerment to which this Acenunting Procedure s attached contains

no contrary provisions in repgavd therceto, Operator shall aotify all Non-Operators of the Opevator's proposal, and
the agreement ov approval of a majority in interest of the Non-Operators shadl be controlling on all Non-Opera-
tors.
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II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:
1. Rentals und Royalties
Leasc rentals and royalties paid by Opcerator for the Joint Operations.
2. Labor
‘ A. (1) Salaries and wages of Oncrator's field employees directly employed on the Joini Property in the conduct
4 of Joint Opcrations.
‘ (2) Salaries of First Level Supcrvisors in the field.

(3) Salarics and wages of Technical Employces directly employed on t}{e Joint Property if such charges are
excluded from the Overhead rates.

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 Account under Paragraph 2A of this Secticn
- H. 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 salarics and wages chargeable to the Joint Account ‘under Paragraph 2A of this
Section II. If percentage assessment is used, the rate shall be based on the Operator's cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicabls to Opecrator’s costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec-
tion IL.

D. Personal Expecnses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraph 2A of this Section 1I.

b

3. Employee Benefits

Operator’s current costs of established plans for employees’ 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 (209%).

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 o* sur-
vlus stocks shall be avoided.

§. Transporiation
Transportation 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 nearest reliable supply store,
recognized barge terminal, or railway receiving point where hke material is normally available, unless agreed
N 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 to the nearest reliable supply store, recognized barge
termina), or railway receiving 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 above, therc shall be no equalization of actual gross trucking cost
of $200 or less excluding accessorial charges.

6. Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by
Paragraph § of Seciion II and Paragraph 1. ii of Section III. The cost of professional consultant services and con-
tract services of technical personnel dxrectly engaged on the Joint Property if such charges are excluded from the
Overhead rates. The cost of professional consuliant services or contract services of tecinical personnel not di-
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by
the Parties.

e BAAF AL

7. -Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities al rates com-
mensurate with costs of ownership and opevation. Such rates shall include costs of maintenance, repairs, other
operating expense, insurance, laxes, depreciation, and interest on investment not to exceed eight per cent (8¢5)
per annum. Stich rates shall not exceed average commercial rates currently prevailing in the immediate area
of the Joint Property.

B.. In lieu of charges in Paragraph TA above, Operator may elect to use average commercial rates prevailing in
the immediate arca of the Joint Property less 209¢. For automotive equipment, Opciator may eleet to use rates
published by the Petrolewm Motor Transport Association,

8. Duamages and Losses to Joint Property

All costs or expenses nccessary for the repaiv ov repiacement of Joint Property made necessary because of dam-
ages or losses incurred by firve, fload, stovm, theft, accident, or other cause, except thuse resulling from Operator’s
gross negligence or willful miseconduct, Operator shall Cucnish Non-Opcerator writlen notice of damages oc losses
incurred os soon as practicable atfer a report thereof has been received by Ogperalor.

9. Legal xpense

Expense of handiing, mvestipaling and setthing litigation or claims, discharging of liens, payment of judgments
and amounts paid for settlement of claims munn({ in or resulling from operations under the apgreement ov
necessary to broteel or recover the Joint Property, except that no charge Sor services of Operator’s legal staff

or fees or expuense of ontside attorneys shadl Be made undess preeviously apeeed to by the Partics. Al olhey gegal
expoense is considered o be covered by the overhead provisions ol Scetion [1J unless otherwise agreed to Hy the
Parties, except as provided in Section 1, Paragrvaph 3.
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All taxes of cvery kind and nalure assessed or levied upon or in connection with the Joint Property, the opera-
tion thereof, or the production therefrom, and which tuxes have been paid by the Operator for the bencefit of the
Partics, :

11, Insurance

! ‘ Net premiums paid for insurance required to be carried for the Joint Operatlions for the protection of the Par-
] ties. In the event Joint Operations are conducted in a stutle in which Operator may act as sclf-insurer for Work-
i men’s Compensation and/or Employers Liability uuder iae respective state’s laws, Operator may, at its clection,
; include the risk under its scif-insurance program and in that event, Operator shall include a charge at Opcerator's
cost not to exceed manual rates. )

12. Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section I, or in Seclion 11J,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

IIIL. OVERHEAD

1. Overhead - Drilling and Producing Operations

i. As compcensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either:

( X ) Fixed Rate Basis, Paragraph 1A, or

( } Percentage Basis, Paragraph 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 pius applicable burdens and expenses of all personnel, except those gdirectly chargeable
under Paragraph 2A, Section {I. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
as 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 Account.

. ii. The salaries, wages and Personal Expences of Technical Employees and/or the cost of professional consultant

services and contract services of techpi rsonnel directly employed on the Joint Property shall ( ) shall

1 A. Overh€ad - Fixed Rate B
{1) Operator shall char e following rates per well per month:
Drilling Well
- Producing We}ifRate $ 200
J
N {2) Application of Ovdrhead - Fixed Ratg/Basis shall be as follows:

(a) Drilling Well Re »

[1] Chafges for ons! ’ f‘illing wells shail begin on the date the well is spudded and terminate on
the date the drilling or completion rig is released, whichever is later, excep: thav no charge shall
k be made during suspension of drilling operations for fifteen (15) or more consecutive days.

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location gnd terminale on the dale 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 mecre consecutive days

v i3] Charges for wells undergoing any type of workover or recompletion for a period of five {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 opervations, with rig, commence through date of rig release, except-
that no charge si.a’t be made during suspension of operations for f{ifteen (15) or more consecutive

. days.

(b) Producing Well Rates

[1] An active well either produced or injected into for any portion of the month shall be considered
as a onc-weli charge for the entire month.

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

(3] An inactive gas well shut in ‘because of overproduction or failure of purchaser to take the produc-
tion shall be considered as a one-well charge providing the gas well is dircclly connected to a per-
manent sales outlet.

{4] A one-well charge may be made for the month in which plugging and abandonmert operations
are completed on any well.

[5] All other inactive wells (inciuding but not limited to inactive wells covered by unit allowable,
lease allowable, transierred ailowable, ete.) shall not qualify for an overhead charge.

{3} The well rates shall be adjusted as of the first day of April cach year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shail be computed by multi-
plying the rate currently in use by the porcentagie inerease or decrease in the average weekly carnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average weekly carnings of Crude Petroleum and Gas IMields Produc-
tion Workers as published by the United States Department of Labor, Burceau of Labar Statisties, or the
cquivalent Canadian index as published by Slatistics Canada, as applicable. The adjusted rates shall be
the rates currently in nse, plus or minus the computed adjustment.

>( | et e
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2.

B. Overhead - Percenmtuge Busis
(1) Opcrator shall charge the Joint Account at the followmg rates:
(a) Development

——eee Pereent (%) of the cost of Development of the Joint Property exclusive of costs
provided under Paragraph 9 of Scction II and all salvage credits.

{b) Opecrating

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 purchascd
for secondary recovery and all taxes and assessmenls which are levied, assessed and paid upon the min-
eral interest in and to the Joint Property.

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

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section 11§, 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-
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed
asseis and any other project clearly discernible as a fixed asset, exceplt Major Construction as dei.red in
Paragraph 2 of this Section 1II. All other costs shall be considered as Operating.

Overhead - Major Construction

T'¢ compensate Operator for 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 required for the development and
operation of the Joint Property, Operator shall sither 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 § 25,000 .

A. 4 % of total costs if such costs are more than $_25,000  but less than $.100,000  _; plus
B. 3 __ % of total costs in excess of $_100,000 but less than $1,000,200; plus

C. .2 _ 9% of total costs in excess of $1,000,0¢0.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts
of a sinzle project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

Amendinent of Rates

The Overhead rates provided for in this Section III may be amended from time to time only by mutual agreement
between the Parties hereto 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 Joint 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, suck Material may be supplied by the Non-Operator. Operator shall make timely disposition
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 Operator after deduction of all discounts received. In case
of Material Jound io be defective or returned to vendor for any other reason, credit shail be passed to the Joint
Account when adjustment has been received by the Operator. .

Transfers and Dispositions

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the
Operator, unless ctherwise agreed o by the Partics, shall be priced on the following bases exclusive of cash dis-
counts:

A. New Material (Condition A)

{1) Tubular gocds, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or barge icad weight basis, regardiess of quantity transferred, equalized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest tiie Joint Property
where such Material is normally available.

(2) Line Pipe

(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of
movement, as listed by a rt.hable supply store nearvest 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 Pam—
graph 2A (1) of this Section 1V.

(3) Other Material shall be priced at the current new price, in effect at date of mevement, as listed by a reliable
supply store or f.0.b. railway receiving point ncarest the Joint Properly wkrere such Malerial is normally
available. )

B. Good Used Material (Condition B)
Material in sound and serviceable condition and suitable for reuse witnout reconditioning: -
(1) Material swoved to the Joint 'roperty
(a) Al seventy-five percent (75¢0) ol current new price, as determined by Paragraph 2A of this Section 1V,
(2) Materiai moved from the Joint Property

(a) AL seventy-five percent (7347) of current new price, as determined by Paracvaph 24 of this Section 1V,
it Material was originatly charged 1o the Joint Account as new Matevial, ov

—

iy




— (i

(b) ay si.\'l,v-fi\'v Pereent (G57;) of Clirreng new brice, as doterminod by Pm‘ngmph 2A of this Scetiay
V, ir Materig) wus Srigina)jy. charged the Joing Account g Kood use Materin) at Seventy. iy, por.

.

cent (755,.) of Currey BOW Dpee

The Cos{ of rucnnriitioning, if any, shal be absorheg by the trnnsfori'ing Property,
C. Other Used Mutcriul (Condition C ang D)
(1) Condition C
Materiy; which jg not in soyupa and Serviceabje conditiop and noyt Suitabic for jig Origing} function untjl
after reconditioning shall b Priced g fifty bereent (50¢;) of current new biice a¢ dotorminod by Parg.

Eraph 24 ¢ this Section IV, The cost of rcconditr‘oning shall bo charged to the Feceiving Property, pro-
vided Condition C valye blus cosy of reconditioning does nog exceed Condition B value,

All Other Materiai, including junk, shall o Priced a1 a vzlue commonsuratc with jtg Use or a¢ provai)ing
Prices, Materia) no longer Suitable {4, its original PUrpose by, Usable for Some other Purpose, shall be
Priced op a basis Comparapje With thye of items normai)y used for such othor Purpose, Ope "ator may dis-
bose of Condizion D Materjgj under Procedures normally utilizeg by the Operator Withoyy Drior approval
of Non-Operators.

D, Obsolete Materig)

Materiy) Which s SErviceaple and usable for jts Origing) function but oondition and /or value of such Materia)
is not €qQUivajent {0 that which would justit‘y a price a5 Provideg above Mmay he Specially Priced a5 agreed to by

e ies. uch priee shoulq resujt in the Joing Account being chargeg With the value of the Service pen.
dered by sueh Materiai.

E, Pricing Condilions
(1) Loading and unloading ‘COSts may be chargeg to the Joint Account at the rate of fifteen cents (15¢) per
red wej £oods i i i when

Wbenever Materia; is net readily- obtainabie at publisheq or listeq Prices because of nationa} emcrgencies, Strikeg
or other Unusna) Causes gyer Wnich the Operator has na control, the Operatgy May charge the Joing Accounl toi the
requireg Materiai at t Operator's aclual oggq incun'od in providing such Materiat. in making it Suitable for use,

4, Warranty of Materija) Fumished by Operator

Operator does not Warrant the Materija) furnished. In case of defective Materiai, credit shall pgy e bassed (g the
Joint Accoung unti} adjustment has been recejveq by Operator from the manufacturers or thejr agents,

¢ Cantwiiabie Materja).
ritten notice of intention to take inventory shal pe given by Oneratg, ai jeasy thirty (30} dayg befoye My inven.
tory is to begin 50 that Non-Operators Mmay he reprcscnied when any in\'entory is takep, Failuye of N(m~Operatol's
to be ICpresenteq at an inventary shall bing Non-Opcrators to aceept (he inventory taken by Operato;

ion of 2 physjca) inventory With the Joint Account shall he made, ang a list of Overapes ane shortuges

¢ furnisheq to the Non-Opemtors Within sjx Months iotiowing the laking of the inventm'y. im'ontory ad-

justmonls shall pe made by Operzig: With the Joint Account for YVerages ang shortages, but Operatoy shalt Lo
eld accountabie only fo, shortages duce to lack of reasonaple diiigence.

24

Special invontories

Specia) Inventories may be taken Whenever there i any sale or change of interest in the Joint t’ruparty, It sha
be the duty of the barty selling to hotify ap othey Partieg 48 quick|y as possihle afler the transfey ol inleregy takes
Place. Iy Such cases, botj the selja) and the bPurchgser shall e governe by sue invon!oz-y.

4, E.\'pcnse of Conducting Periodic Iuventorics_
The CXpense of conducting beriodice Invcntories shall pey be charged to the Joint Accou, Unlesg agrecd g by tha J
fes,

T ——
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EXHIsrrtT"p"

Attaclhied to and made a part of Operating Agrecment
as Operator, and ADOBE OIL & CAS CORPORATION BT AL
ags Non-Operators.

’
b}

INSURANCE

Operator shali, at all times while operations are conducted
on the jointly owned property, carry insurance to indcmhify, protect

and save the parties hereto harmless as follows:

(A) VWorkmen's compensation insurance in accordance
with the laws of the State of New Mexico
and employers' liability insurance with limits
of not less than One Hundred Thousand Dollars
($100,000.00), if and when necessitated by the
permanent employment of a New Mexico regjdent.

.
)

(B) Comprehensive general liability insurance with
limits of not less thamn One Hundred Thousand
Dollars ($100,000.00) as to any one person and
Three Hundred Thousand Dollars ($300,000.00) as
to any one accident, and property damage liabi-
lity insurance with 2 limit of not less than
One Hundred Thousand Dollars ($100,000.00) for
each accident.

(C) Automobile public liability insurance with limits
of not less than One Hundred Thousand Dollars
($100,000.00) as to any one person and Three
Hundred Thousand Dollars ($300,000.00) as to any

- one accident, and automobile property damage
insurance with a limit of not less than Ten
Thousand Dollars ($10,000.00) to cover all .uto-
motive equipment.

(D) Excess Indemnity (Umbrella Liability Insurance)
insurance in the amount of $10,000,000.00.
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EXUTHIT &

Attached to and made o part of Operating
Agrecment dated September 23, 1977bhetween
ADOBE OIL COHPANY, as Operator, and ADOBE
OIL & CAS CORPORATION, ET AL as Non-
Opecrators,

CAS STORAGE AND BALANCING AGREEMENT

The parties to the Operating Agreement to which thls gas storage
agreement {s attached own the working interest in the gas rights underlying
the Unit Area covered by such agréeement in accordance with the percentages of
participation as set forth in Exhibit "A" to the Operating Agrecment.

In accordance with the terms of the Operating Agrcement, each party
thercto has the right to take its share of gas produced from the Unit Area and
market the same. In the event any of the parties hereto is not marketing and
selling its share of gas or has coatracted to sell its share of gas produced
from the Unit Area to a purchaser which is unable at any time while this
agreement is in effect to take the share of gas attributable to the interest
of such party, the terms of this Storage Agreement shall automatically become
effective. |

Puring the period or periods when any party hereto is not marketing
and ‘selling its share of gas produced from the Unit Area, or its purchaser is
unable to take its share of gas produced from the Unit Avea, the other parties
shall be entitled to procduce each month 100% of the .llowable gas production
assigned to such unit by the New Mexico 0il Consexrvation Commission and shall
be entitled to take and deliver to its or their purchaser all of such gas pro-
duction; however, no party owning less than a 33-1/3% working interest in the

"well shall be entitled to take ox deliver te a purchaser, gas production in ex-

cess of three hundred percent (300%) of its current share of either the monthly
volumes capable of being delivered or the monthly allowable gas production if
assigned thereto by the New Mexico 0il Conservation Commission unless that party,
being the party owning less than 33-1/3% working interest in the well and taking
the gas as referred to above, has gas in storage. All parties hereto shall

share in and own the licuid hydrocarbons recovered from such gas by lease equipment
in accordance with their respective interests and subject to the Operating
Agreement to which this gas storage agreement is attached, but the party or par-
ties taking such gas shall own all of the gas deliversd 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 sharce of the gas produced under this agreement, less
its share of gas used in lease operations, vented or lost.

Each party taking gas shall furnish the Operator a monthly statement
of gas taken. The statement shall show the volume and value of gas utilized
(other than for unit operations), the volume of gas sold and the procceds
therefrom and the production taxes due oun such gas. The Opevator will maintain
a current account of the gas balance between the parties and will furnish all
partics hercto monthly statements showing the total quantity of gas taken and/or
sold by each party and the monthly and accumulative over and under delivered
of cach party.

Each party producing and/or delivering gas to its purchaser shall pay
any ‘and all production taxes {ue on such gas.
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After notice to the Operator, any party at any time may begin taking
or delivering to its purchaser jts share of the gas produced from the Unit
Arca. In additlon to its ghare, each party, including the Operator, until it
has recovered its pas in storage and baltanced Lhe gas account as to its interest,
shall be entitled to take or deliver to a purchaser a volume of gas equal to
twenty-five percent (25%) of the o.erproduccd party or parties' share of gas
produced from the Unit Arca. If two or morc parties are entitled to twenty-five
percent (257) of the overproduced party or parties' sharc of gas produced, they
shall divide such twenty-five percent (25%) in accordance with their percenlage
of participation in the Unit.

Should production of gas be discontinued while the gas account is out
of balznce, a monetary settlement will be made between the underproduced and
overproduced parties. In making such settlement, each overproduced party shall
remit to the Operater an amount of money that such party received for its over-
production, less taxes and basic royalty theretofore pajd, and for a volume of
gas equal to its overproduction. As to gas sold in interstate commerce, the
price bases shall be the rate collected from time to time regardless of whether
such sua is subject to possible refund subject to Federal Power Commission order.
It is agreed in the event a refund must be subsequently made, the non-taking
or underproduced parties shall either reimburse the taking party to the extent
of the-refund due and the taking party shall make refund to the purchaser or
the non-taking or underproduced party shall save and protect the taking party
and hold it harmless from any claim for such refund and it shall make payment
of the amount due to be refunded directly to the gas purchaser. The parties
receiving such payment shall indemnify the paying parties for any possible
liability with respect to such amounts as may be subject to possible refund
as provided by the Federal Power Commission, pursuant to final oxder or settle-
ment applicable to the gas sold. The Operator shall distribute the total of
such amounts among the vnderproduced parties in the proportion that the under—~
production of each bears to the underproduction of all parties.

Nothing herein shall be construed to deny any party the right, from
time to time, to produce and take or deliver to its purchaser the full well
stream for a period not to exceed seventy-two (72) hours to meet the deliverability
test required by its purchaser. Each party shall, at all times, use its best
efforts to regulate its takes and deliveries from said Unit so that said Unit-
will not be shut in for overproducing the allowable or for caucellation of
allowable because of underproducing the allowable assigned thereto by the state
regulatory body.

The provisions of this agreement shall be applied to each well andfor
formation completion as if each well or formation completion were a separate
well and covered by a separate but identical gas storage and balancing agreement
and shall be in force and effect for a texrm concurrent with the term of the Unit

v + nad< A
Opexrating Agreement betyeen the partic

This Agreement shall become effective in accordance with its terms
and zhall remaiu in force and effect as long as the Operating Agreement to
which it is attached remains in affect, and shall insure to the benefit of awd
be binding upon the parties hereto, thzir successors, legal representatives
and assigns.
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A~ EXUIBIT "F" A~

RUFPLLMENT .
EOUAL EHPLOYHENT OPPOKTUNITY PROVISION

Durfng tho perfaemnnce of thin contract, the Operntor {meaninyg and veferring nnpnrutoly to eanch pavty
hereto) aprees as followut

(1) The Operator will not dincriminnte apatast any employes or appifcont. for caplavment becnwie of race,
color, rellpglon, sex ar nattonal orlyfn, The Cperator will take affimmatlve action tu ennwre that
spplicants are emploved, aml that ernlaveea are trented during emplovment withaut reeard to thelr
race, color, celiplua, nex or national orlntn.  Such actfon stinll faclude, but ot he Timited to the
followlng: C[Caplavhent, uperadlop, demotion, or tranufer, recrultment or tecruletnent advertiatog:
layaf! or terminatlien; rates of pav or other forms ol compensatlon: and selectlon tar tralnlng In-
cluding aeorentlc:shln. The Operator apreces to post in consplcuous places, avallahle to employeeo
and applicants for cmployment notfcca to be provided sctting forth the provisions of this non-
discrinlnation clause.

(2) The Operator will, in all solicitatlons or advertisements for emplovees placed by or on behalf of
the. Operator, state that all quallficd applicante will receive consideration for employment with-
out regard to race, color, religion, scx or natlonal or{gin.

{3) The Operator will send to each labor unlon or reoresentative of workers with which Operator has a
ecollective bargaining apreement or other contract or understandling, a notice to be provided, ad-
vising the sald labor union or workers' representatives of the Operator's coanltments under Sce-
tion 202 of Executive Order 11246 of September 24, 1965, and shall post copies of the notice ir
conspicuous places avallable to employees and applicants for employment.

(4) The Operator will comply with all prﬁvisions of Executive Order 11246 of September 24, 1965, and
of the rles, regulations, and relevant orders of the Secretary of Labor.

(5) The Operator will furnish all inforration and reports required by Executive Order 11246 of Septem-

ber 24, 1965, and by the rules, regulations,; and orders of the Sccretary of Labor, or pursuant
¢hireto, zad will permit access to Operacor's books, records, and accounts by the administering
agency and the Secretary of Labor for purposes of investigation to ascertain compliance with such
rules, regulations, and orders.

. (6) 1Ia the event of the Operator's non-compliance with the non-discrimination clauses of this contract

. or with any of "the said rules, regulations, or orders, this contract may be cancclled, terminated
. or suspeaded in whole or in part and the Operator may be declared ineligible fer further Govern-
ment contracts or federally assisted construction contracts in accordance with procedures author-
1zed in Executive Order 11246 of September 24, 1965, and such other sanetisns may be imposed and
‘reredies invoked as provided in Executive Order 11246 of Séptember 24, 1965, or by rule, regula-
tion, or order of the Secretary of Labor, or as otherwise provided by lau,

(7) The Operator will include the jrovisions of pavagraphs {1} through (7) in cvery subcontract or pur-
chase order unless exempted by rules, regulations, or orders of the Secretary of Labor issued pur-
suant to Scction 204 of Executive Order 11246 of September 24, 1965, so that such provisions will
be binding upon each subcontractor or veador. The Operator will take such action with respect to
any subcontract or purchase order as the administering agency may direct as a weans of enforciap
such provisions including sanctions for nan-compliance: Provided, horever, that in the event the
Operator becemes involved in, or is threatened with, litigation with a subcontractor or vendor as

- & result of such direction by the administering agency, the Operator may request the United States
to enter Iinto such litigation to protect the interests of the United States.

Operator acknowledges that Operator may be required to file Standard Form 100 (EEO-1) premulgated
jointly by the Oifice of Federal Contract Compliance, the Equal Employment Cpportunity Commission and
Plans for Progress wi.h the appropriate agency within 30 days of the date of comtract award if such re-
port has not been filed for the current year and otherwise comply with or file such other compliance
teports as may be required under Executive Jrder 11246, as anended and Rules and Regulations adopted
thereunder,

Operator further acknowledges that Operator mav be required to develop a written afffirmative ac-
tion compliance program as recuired by the Rules and Regulations approved by the 'Sceretary of Lubor
under authority of Etccucive Order 11246 and supply each other party hereto with a copy of such progran

if so requested.

CERTIFICATION OF NONSEGREGATED FACILITIES

By entering into this contract, the Operator certiffes thiat Operator does not and will not maintain
or provide for Operatct's employees any seprcgated facilitles at anv of Operator®s cstablishments, and
that Opcrator does net and will not permit Operator's employees to perform thelr scrvices at any loca-
tion, under Operator’s control, vhere scgvepated facilitles are mafntained. The Operiator agrees that a
breach of this certification is a violation of the kqual Opportunity clause in this contract. As uscd
in this certificatlon, the term "segrepated facilities” means, but is not limited to, any walting roors,
work areas, rest rooms and wash rooms, restaurants and other eatlng aveas, time clocks, locker roomn and
other storage or dressing arcas, parking lots, drinkinpg fountalns, vecreatlen or entertafinment arcas,
transportation, and housing facilitics provided for employees which are scpregated by explicit dirvctive
ov are In fact sepvepated on the basls of race, celer, veligieon, or national origin, bucause of habic,
local custom, ot otherwisc. Operator further aprees that (except where Operator has obtalned Ldentical
certlfficationa fvom proposed contractors and subcontractovs for specific time peslods) Operator will ob-
taln fdentical cectiflcatfons (rom proposcd contractors and subcontvactorvs prior te the award of con-
tracta or subcoutracts excoeding 10,000 vhich are not exempt from the provisions of the Equal Qppor-
tunlty . .clauze; that Uperator will retatn such certdficatfous fn Opevator's ({les and that Operator will
forward the folluedog notlee to such propoded contractors and subcoentvactors (except where the proposed
contractorn or subcontractovs have subatteed fdentical cevtif{icationg for specttiie tine pertods):

Notdere Lo prospective contvactora and sehoontractorn of regulrenent for cortiflentious of ponueprepared
factittles, A Cevtificate of Hongeprepated facllltbes vast be subattted pelor to the avard of o con=
trnct or mthcontract exceeding $10,000 chiich ta not exeopl from the provistons of the Egual Uppertanley
clawie,  the cevtifTeation may be nuhottted elther for vaclh contyact and pubecontvact or for all con-
trvacto and nubcontvacts duving a peviod {f.eo, quacteviy, nemfaununl iy, or aunually).




bocket No. 37-78

Dockets Nos. 39-78 and 40-78 arc tentatively set for hearing on December 7 and 20, 1978. Applications
for hearing must be filed at least 22 days in advance of hearing date.

DOCKET: COMMISSION HFARING - TUFSDAY - NOVEMBER 14, 1978

OIL CONSERVATION COMMISSION - 9 A.M. -~ ROOM 205
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases are continucd from the November 7, 1978, Commission llearing.

CASE 6146: (DE NOVO) (Continued and Readvertised)

Application of Jerome P. McHugh for downhole commingling, Rio Arriba County, New Mexico.

Applicant, In the above-styled cause, seeks approval for the downhole comaingling of Tapacito-Gallup
and Bacin-Dakota production within the wellbore of his Jicerilla Well No. 5 located in Unit D of
Section 29, Township 26 North, Range 4 West, Rio Arriba County, New Mex{co.

Upon application of Jerome P. McHugh this case will be heard De Novo pursuant to the provisions of
Rule 1220,

CASE 6266: (DE ROVL)

Applicsntion of Harvey E. Yates Company for an unorthodox gas well location, Eddy County, New Mexico.
Applicant, in the above~styled cause, secks approval for the unorthodox location of an Upper Pennsyl-
vanian test well to be located 660 feet from the North and East lines or, in the alternative, 990
feet from the North and Fast lines of Section 23, Township 22 South, Range 23 East, Indian Sasin-
Upper Pennsylvanian Gas Pool, Eddy County, New Mexico, all of said Section 23 to be dedicated to the
well.

Upon application of Harvey E. Yates Company this case will be heard De Novo pursuant to the
provisions of Rule 1220.

CASE 6377: Application of Durham, Inc., for compulsory pooling, Eddy County, New Mexico. Applicant, in the above- :
styled cause, seeks an order pooling all mineral interests in the Morrow formation underlying Section
8, Township 21 South, Range 24 East, Indian Basin~Morrow Gas Posl, Eddy County, New Mexico, to be dedi-
cated to a well to be drilled 1650 feet from the North and East lines of said Section 8. Also to be
considered will be the cost of drilling and completing said well and the allocation of the cost thereof
as well as actual operating costs and charges for supervision. Also to be considered will be the
designation of applicant as operator of the well and a charge for risk involved in drilling said well.

. . CASE 6378: In the matter of the hearing called by the 0il Conservation Division on the motion of Shell 0il Cempany
to perxit Corinne Grace and all other interested parties to appear and show cause why Division Order
No. R-~3713, which pooled all of Section 8, Township 2] South, Range 24 East, Eddy County, New Mexico,
should not be declared null and void, if said pooling order has not already automatically expired due
to ron-production.

CASE 6379: Arpplication of Shell 0il Company for pool contraction and pool extension, Eddy Covnty, New Mexico.
Applicant, in the above-styled cause, seeks the contraction of the Indian Basin-Morrow Gas Pool by the
deletion therefrom of the N/2 of Section &, Township 21 South, Range 24 East, Eddy County, New Mexico, :
or in the alternative, all of said Section 8, and the extension of the Cemetery-Moxrow Gas Pool to +
include the aforesaid N/2 or all of said Section 8. ;
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Docket No. 38-78
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DOCRET: EXAUINER HEARING - TUESDAY — NOVEMBER 21, 1978

9 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM,
SIATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following tasvs will Lo heard hefore Dantel S. Nutter, Examiner, or Richard L. Stamets, Alternate Examiner:

ALLOWABLE: (1) Consideration of the allowable production of gas for December, 1978, from fifteen prorated poois
in Lea, Eddy, and Chaves Counties, New Mexivo. -

(2) Consideration of the aliowable production of gas for December, 1978, from four prorated pools in
San Juan, Rio Arriba, and Sandoval Counties, New Mexico.
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Examincr Wearing - Tuesday - November 21, 1978 Docket No. 38-78
CASE 6380: Application of Harvey E. Yates Company, Inc., for a dual completion, Eddy County, New Mexico.

CASE 6382:

CASE 6383:

CASE 6384:

CASE 6385:

CASE 6386:

CASE 6387:

CASE 6388:

CASE 6389:

CASE_6390:

Applicant, in the above-styled cause, seeks approval for the dual completion of {ts Travis Deep Well
No. 3 located in Unit B of Secction 13, Township 18 South, Range 28 East, to produce oil from the
Travis-Upper Pennsylvanian Pool and gas from the Morrow formation, Eddy County, New Mexico, through
parallel strings of tubing.

Application of Yates Petroleum Corporation for downhole commingling, Eddy County, New Mexico.
Applicant, {n the above-styled cause, secks approval for the downhole commingling of East Cottonwood
Creck-Wolfcamp and Atoka production within the wellbore of its Lizzie Howard "HK" Well No. 1 located
in Unit X of Section 13, Township 16 South, Range 25 East, Eddy County, New Mexico.

Application of Yates Petroleum Corporation for downhole commingling, Eddy Connty, New Mexico.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of Permo-Penn and
Little Box Canyon-Atoka production within the wellbore of its Federal "HQ" Well No. 1 located in
Unit K of Section 5, Township 21 South, Range 22 East, Eddy County, New Mexico.

Application of Yatcs Petrolcum Corporation for downhole commingling, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of Eagle Creek
Permo-Penn and the West Atoka-Morrow production within the wellbore of its Powell "DG'" Com. Well No.
1 located in Unit O of Section 35, Township 17 South, Range 25 East, Eddy County, New Mexico.

Application of Yates Petroleum Corporation for downhole commingling, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of Permo-Penn and
Atoka production within the wellbore of its Federal "AB" Com. Well No. 5 located in Unit L of Section
21, Township 18 South, Range 25 East, Eddy County, New Mexico. '

Application of Yates Petroleum Corporation for downhole commingling, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of Box Canyon Permo-
Penn and Box Canyon-Strawn production within the wellbore of its Huber I-A Federal Well No. 2 located
in Unit P of Section 15, Township 21 South, Range 21 Fast, Eddy County, New Mexico,

Application of Atlantic Richfield Company for compulsory pooling, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks an order pooling all mineral interests in the Ellenburger, Devonian,
and McKee formations underlying the N/2 of Section 21, Township 22 South, Range 36 East, Lea County,
New Mexico, to be dedicated to its Langley Greer Com Well No. 1 located 1650 feet from the North line
and 1980 feet from the West line of said Ssction 21. Also to be considered will be the cost of
drilling and completing said well and the allocation of the cost thereof as well as actual coperating
costs and charges for supervision. Alse to be considered will be the designation of applicant as
operator of the well and a charge for risk involved in drilling said well.

Application of R B Petroleum Company for pool reclassification, San Juan County, New Mexico.

Applicant, in the above-styled cause, seeks the reclassification of the North Tocito Dome-Pennsylvinian
Pool as an associated pool and the promulgation of special pool rules therefor. In the alternative,
applicant seeks the abolishment of the North Tocito Dome-Pennsylvanian Pool and the inclusion of the
abolished lands i1 the Tocito Dorie Pennsylvanian "D" Associated Pool.

Application of Amoco Production Company for compulsory pooling, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks an order pooling all mineral interests in the Pennsylvanian formation
underlying the E/2 of Section 20, Township 23 South, Range 29 East, Fddy County, New Mexico, to be
dedicated to a well to be drilled at a standard location thereon. Also to be considered will be the
cost of drilling and completing said well and the allocation of the cost thereof as well as actual
operating costs and charges for svpervision. Also to be considered will be the designation of appli-
cant as operator of the well and a charge for risk involved in drilling said well.

Application of Durham. Inc., for pool contraction and extension, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks the contraction of the Indian Basin-Morrow Gas Pool by the deletion
therefrom of the R/2 of Section 8, Township 21 South, Range 24 East, Eddy County, New Mexico, or in
the alternative, all of said Section 8, and the extension of the Cemetery-Morrow Gas Pool to include
the aforesaid §N/Z or all of soid Seciion 3.

Application of C & E Operators for compulsory pooling, San Juan County, New Mexico. Applicant, in the
above~styled cause, seeks an order pooling all mineral interests down thru the Plctured Cliffs forma-
tion underlying the SW/4 of Section 10, Township 30 North, Range 1l West, San Juan County, New Mexico,
to be dedicated to a well to be drilled at a standard location thereon. Also to be considered will be
the cust ol deiliiag and completing said well and the allecation of rhe cost thereof as well as actual
operating costs and charges for supervision. Also to be considered will be the designation of appli-
cant as operator of the well and a charge for risk involved in drilling said well.
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Examiner Hearing - Tuesday - November 21, 1978 Docket No. 38-78

CASE _6391: Application of Acoma 011 Corporation for downhole cosmingling, Lea County, New Mexico. Applicant,
in the above-styled cause, secks approval for the dowrhole commingling of Blinebry, Wantz-Abo, and
Drinkard production within the wellbore of 1its Sarkeys Well No. 1 located in Unit A of Section 26, i
Township 21 South, Range 37 East, Lea County, New Mexico, .

""" CASE 6364: (Contfnued from October 25, 1978, Examiner Hearing)
S

Application of Adobe 011 Compiany for compulsory pooling, Lea County, New Mexico. Applicant, in the

above-styled cause, seeks an order pooling all mineral interests from the surface to the base of thu

Ellenburger formation underlying the NW/4 SE/4 of Section 23, Township 20 South, Range 38 East, Lea

County, New Mexito, to be dedicated to a proposed oil well to be drilled at a standard location there-

on. Applicant seeks the pooling of the SE/4 of zaid Section 23 in the event said drilling results in

a gas well. Also to be considered will be the cost of drilling and completing said well and the -

allocation of the cost thereof as well as actual operatirg costs and charges for supervision. Also to

be considered will be the designation of applicant as operator of the well and a charge for risk in-

volved in drilling said well.
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Exanfner Hearing - Wednesday - October 25, 1978 Docket No. 34~73

| CASE 6361¢

CASE 6362:

*  CASE 6363:

~~CASE 63641

-

CASE 6365:

CASE 6365:

CASE 6367:

Application of Continental 011 Company for special pool rules, Lea County, New Mexico, Applicant,
in the above-styled cause, seecks the promulpation of special pool rules for the Buffalo-
Penasylvanian Gas Pool, Lea County, New Mexico, to provide for 32Q-acre spacing rather than 160
acres. In the absence of objection, this pool will be placed on the standard 320-acre spacing for
Wolfcamp and Pennsylvantian gas pools rather than the present l60-acre spacing.

Applicatfon of Continental 0il Company for an unorthodox gas well location and a non-standard
proration unit, Eddy County, New Mexico. Applicant, in the above-styled cause, seeks approval of a
294 .9-acre non.standard pas proration unit conmprising the S/2 of partial Section 19, Township 17
South, Range 29 East, Eddy County, New Mexico, to be dedicated to a well to be drilled 660 feet

from the South line and 3307 feet from the East line of said Sectfon 19 to test the Morrow forzation.

Application of Phoenix Resources Company for an unorthodox gas well location, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of 2 well to be
drilled 660 feet from the North and West lines of Section 16, Township 19 South, Range 21 East, Eddy
County, New Mexico, to be drilled to the Mississippian formation, the W/2 of said Section 16 to be
dedicated to the well.

Application of Adobe 0il Company for compulsory pooling, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks an order pooling all mineral interests from the surface to the base of the

~wwfllenburger formation underlying the NW/4 SEf4 of Section 23, Township 20 South, Range 38 East, Lea

County, New Mexico, to be dedicated to a proposed oil well to be drilled at a standard location there-
on. Applicant seeks the pooling of the SE/& of said Section 23 in the event said drilling results in
a gas well. Also to be considered will be the cost of drilling and completing said well and the
allocation of the cost thereof as well as actual operating costs and charges for supervision. Also to
be considered will be the designation of applicant as operator of the well and a charge for risk in-
volved in drilling said well. :

Application of Michael P, Grace II for compulsory pooling, Eddy County, New Mexico. Applicant, in

the above-styled cause, seeks an order pooling all mineral interests in the Wolfcamp and Pennsyl-
vanian formations underlying the W/2 of Section 25, Township 21 South, Range 26 East, Burcton Flat
Field, Eddy County, New Mexico, to be dedicated to a well to be drilled at a standard location thereon.
Also to be considered will be the cost of drilling and completing said well and the allocation of the
cost thereof as well as actual operating costs and charges for supervision. Also to be considered
will be the designation of applicant as operator of the well and a charge for risk involved in
drilling said well.

Application of Phillips Petroleum Company for statut- v unitization, Lea County, Now Mexico.
Applicant, in the above-styled cause, seeks an order unitizing, for the purpose of a pressure mainte~
nance project, all mineral interests in the East Vacuum Grayburg-San Andres Unit encompassing 7,025
acres, more or less, underlying all or portions of the following lands in Lea County, New Mexico:
Section 24, Township 17 South, Range 34 East; Sections 18 thru 29 and 31 thru 35, Township 17 South,
Range 35 East; and Sections 4 ard 5, Township 18 South, Raunge 35 East.

The unftized interval would be the Grayburg~San Andres Formation between the depths of 4,050 feet and
5,050 feet in Exxon's NM State "K" Well Ro. 19, located in Unit P of Section 28, Township 17 South,
Range 35 East.

Among the matters to be considered at the hearing will be the necessity of unit operations; the desig~
ration of a unit operator; the determination of the horizontal and vertical limits of the unit area;
the determiration of a fair, reasonable, and equitable allocationr of production and costs of produc~-
tion, including capital investmeat, to each of the various tracts in the unit area; the determination
of credits and churges to be made among the various owners in the unit area for their investment in
wells and equipment; and such other matters as may be necessary ard appropriate for carrying on effi-
cient urit operations, including, but not necessarily limited to, unit votiug procedures, selection,
removal, or substitution of unit operator, and time of .ommencement and termination of unit operations.

Application of Phillips Petroleum Corporatfon for a pressure maintenance project, Lea County, New
Yexico, Applicant, in the above-styled cause, seeks authorfty teo ingtitule a pressure maintenance
prolent on its East Vacuum Grayburg-San Andres Unit, Lea County, New Mexico, by the Injection of water
into the Grayburg~San Andres formation; and the establishment of an administrative procedure for
approval of injection and producing wells at unorthodox locations.




Docket No. 34-78

Dockets Nos. 35-78 and 36-78 are tentatively set for hearing on November 8 aand 21, 1978, Applications for
hearing must be filed at least 22 days ip advance of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY - OCTOBER 25, 1978

9 A.M. - OIL CONSERVATION PIVISION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases Will be heard before Daniel S. Nutter, Examiner, or Richard L. Stamets, Alternate Examiner:
CASE 6290: (Continued from September 13, 1978, Examiner Hearing)

In the matter of the hearing called by the 0il Conservation Division on its own motion to permit R, A.
Crane, Jr., Great Amevrican Insurance Co., and all other interested parties to appear and show cause
why the Donella Well No. 1 located in Unit P of Section 3, Township 29 North, Range 15 West, San Juan
County, New Mexico, should not be plugged and abandoned in accordance with a Division-approved plug-

ging prograd.

CASE 6339: (Continued from October 11, 1978, Examiner Hearing)

Application of Amoco Production Company for compulsory pooling, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks an ovrder pooling all mineral interests in the Pennsylvanian forma-
tion underlying the S/2 of Section 22, Township 23 South, Range 28 East, Eddy County, New Mexico,
to be dedicated to a well to be drilled 2t a standard location thereon. Also to be considered will
: be the.cost of drilling and completing said well and the allocation of the cost thereof as well as
! actual operating costs and charges for supervision. Also to be considered will be the designation
: of applicant as operator of the well and a charge for risk involved in drilling said well.

CASE 6355: Application of Amoco Production Company for two unorthodox well locations, Lea County, Mew Mexico.
: . Applicant, in the above-styled cause, seeks approval of the unorthodox locations of its South Mattix
i Unit Well No. 32 located 1535 feet from the North line and 330 feet from the East line and its
South Mattix Unit Well No. 34 located 1650 feet from the North line and 2310 feet from the West line,
both in Section 22, Township 24 South, Range 37 East, Fowler-Upper Yeso Pool, Lea County, New Mexico,
the S/2 NE/4 and the Ef2 NW/4 of Section 22 to be dedicated, respectively, to the wells.

CASE 6356: Application of Amoco Production Company for salt water disposal, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks authority to dispose of produced salt water into the Abo formation
through the perforated interval from 8391 feet to 9100 feet in its State "E" Tract 18 Well No. 21
located in Unit B of Section 2, Township 17 South, Range 36 Fast, Lovington-Abo Pool, Lea County,
Kew Mexico.

CASE 6357: Application of Enserch Exploration, Inc., for pool creation and special pool rules, Roosevelt County,
New Mexico. Applicant, in the above-styled cause, seeks an crder creating a new oil pool in the
Pennsylvaniac formation for its Lambirth Well No. &4 located im Unit O of Section 31, Township 5 South,
Range 33 East, Roosevelt County, MNew Mexico, and for promulgation of special pool rules, including
provision for 80-acre spacing and special well location reguirements.

CASE 6358: Application of Jake L. Hamonr for salt water disposal, Lea County, New Mexico. Applicant, in the above-
styled cauce, seeks authority to dispose of produced salt water into the Devonian formationm through the
perforated interval from 12,997 feet to 13,036 feet in his State X-33 Well No. 2 located in Unit N of
Section 30, Township 16 South, Range 36 East, East Shoe Bar-Devonian Pool, Lea County, New Mexico.

CASE 6359: Application of Getty 0il Company for downhole commingling, Rio Arriba County, New Mexico. Applicant,
in the above-styled cause, seeks approval for the downhole commingling of Gallup and Bakota production
in the wellbore of its Jicarilla "C" Well No. 27 located in Unit E of Section 33, Township 25 North,
Range 5 West. Applicant further seeks provision for administrative approval for downhole commingling
of the Gallup and Dakota formations in others of its wvells on its Jicarilla "B" and Jicarilla "C"
lezses in Sections 5 and 6, Township 24 North, Range 5 West, and Sections 21, 22, 27, 28 and 31 thru
34, Tosmship 25 North, Range 5 West, all in Rio Arriba County, New Mexico.

‘ CASE 63868: Appiication of Getty 01l Company for the amendment of Order No. R-5388, Rio Arriba County, New Mexico.
L Applicant, in the above-styled cause, secks the amendment of Order No, R-5388 to provide an adminis-

: trative procelure to permit the downhole commingling of Pictured Cliffs and Chacra production in wells
on its Jicarilla "8" and "C" Leases in Sections 21, 22, 27, 28, and 31 thru 34, Towmnship 25 North,
Range 5 West, and Sections 5 and 6, Township 24 North, Range 5 West, all in Rio Arriba County, New
Mexico.

CASE §360: Application of Continental 01l Company for a non-standard gas proration unit and simultaneons dedica~
tion, Lea County, New Mexico. A4pplicant, in the above-styled cause, seeks approval of a 228-acre
non-standard gas proration unit comprising the SW/4 and $/2 SE/4 of Section 18, Township 21 South,
Range 36 East, Eurmont Gas Pool, Lea County, New Mexico, to be simultaneously dedicated to applicant's
Lockhart A-18 Wells Nos. 3 and 4, located in Units K and M, vespectively, of said Section 18,
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On behalf of Adobe 0il Company please continue the
above referenced case to November 21, 197
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CC: Mr, Rick Gannum
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o KELLAHIN and FOX

JASON W- KELLAH!N Y ATTORNEYS AT LAW
ROBERT X, FOX ot P, O. BOX 1769 TELEPHONE 942-4245
W, THOMA® KELLAHIN SANTA FE, NEW MEXICO 87501 AREA CODE 808

KAREN AURRRY

October 13, 1978

SEREE R

Mr. Joe Ramey

0il Conservation Commission :

P. 0. Box 2088 :

Santa Fe, New Mexico 87501 i
Re: Adobe 0il Company

Dear Joe:

Please find enclosed an amended application for Adobe
that has been amended pursuant to a telephone call from Lynn.

This case is set for hearing on Octob 25th.

ery truly yours,

M%Kellahin

CC: Mr. Rick Gannum
WTK :kfm

Enclosure

-




BEFORE THE
OIL CONSERVATION DIVISION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF ADOBE OIL COMPANY FOR COMPULSORY ¢
POOLING, LEA COUNTY, NEW MEXICO O oax G3

AMENDED APPLICATION

COMES NOW Adobe bil Company and as provided by Section
65-3-14, New Mexico Statutes 1953, as amended, applies to the
0il Conservation Commission of New Mexico for an order pooling
all the mineral interests from surface to base ofiﬁllenberger %
in the NW/4SE/4 for an oil well and SE/4 for a gas well of j
Section 23, Township 20 South, Range 38 East, N.M.P.M., Lea i
County, New Mexico and in support thereof would show the i
Division: ;

1. Applicant is the owner of the right to drill and
develop the following described acreage: SE/4 of Section 23,
Township 20 South, Range 38 East, N.M.P.M.

2. Applicant has obtained voluntary agreement for pooling
from all but the following:

Interest Percentage

in N/2 SE/4

.
Koch Industries, Inc. 1029/1280 . ¥0990625 .
Box 2256
Wichita, Kansas 67201
Texas Pacific 0il Company, Inc. 147/3200 04893750
F. G. Bux 4007 +
Midland, Texas 79701 1/6/10/128 ©{202 082
Union Texas Petroleum Corp. 5/6/10/128 oOé'? /09[/‘-7
1300 Wilco Building
Midland, Texas 79701

; Q00T

Powhatan Carter, Jr. 1/16 ‘04 25 00

c/o 209 S. S5th
Lovington, New Mexico 88260




Anderson Carter 1/16 4 OéZbﬂﬁdﬁ
c/o 209 S. 5th Ry

Lovington, New Mexico 88260 )
| 1525600

; David Bond Kyte S/32
: 802 Alameda Padre Serra
. Santa Barbara, California 98103 - 00
? &
b The Bank of California N.A. 1732 ° o2(2
§ Trustee for Betty Kyte Dreessen
3 Trust Nos. 2-2010/13
£ P, 0. Box 45000
San Francisco, California 94145 72
7
§ ~ George R. Bourdon 1/360 , 0027 7
1026 19th Street N.E.
Rochester, Minnesota 55901 é?
Lyle Bourdon 1/360 . 002777
2617 E. 4th Street
Deluth, Minnesota 55812
S/2-SE/4
5 Morris R. Antweil 50%
P, 0. Box 2010
Hobbs, New Mexico 88240
Western Reserves 0il Company 50%

Box 993
Midland, Texas 79701
(Federal Lease NM 21173)

3. As required by the provisions of Division Rule 104,

applicant proposes to dedicate the NW/4 SE/4 of Section 23,
Township 20 South, Range 38 East, N.M.P.M., Lea County, New
Mexico to the well in the event it is an oil well.and the
SE/4 of Section 23, T20S, R38E if the subject well is a gas
well.

o BT VL SR B LA S NN 0 [k I

4, Applicant requests that it be designated operator of
the pooled unit requested above.

-~ Vet a)

PIroposes to

5. Applicaint drill 2 well at 3 standard loca-
tion in NW/4 SE/4 of Sec. 23 to test various for.aations from
the Yates to the Ellenberger.

6. Applicant has been unable to obtain voluntary agree-
ment for the pooling of the unpooled interests indicated in

paragraph 2 above, and in order to avoid the drilling of
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unnecessary wells, to protect correlative rights, and to &
prevent waste, the Division should pool all interests in the
spacing or proration unit as a unit.

WEHREFORE, Applicant respectfully requests that the
Division set this matter for hearing before the Division's
duly appointed examiner, and that after notice and hearing as
required by law the Division enter its order pooiing &1l
interest underlying the SE/4 for a gas well and the NW/4SE/4
for an oil well in Section 23, Twonship 20 South, Range 38
East, N.M.P.M., Lea County, New Mexico, and designating appli-
cant operator of the pooled unit, together with provision for
applicant to recover its costs out of production including a
risk factor to be determined by the Division and with provisions
for the payment of operating costs and costs of supervision
out of produétion to be allocated among the owners as their
interest may appear and for such further orders as may be
proper in the premises. |

Respectfully submitted,

ADOBE OIL cyv
BY(}\)

S

KeITahin § Fox
P. 0. Box 176
Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT

e
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KELLAHIN and FOX

JASON W+ KELLAHIN ATTORNEYS AT LAW
AOBRRT £. FoX P. O. BOX 1769 TELEPHONE #52.4288
W, THOMAS KELLANIN SANTA FE, NEW MEXICO 87501 AREA CADE BOS
KAREN AUBAEY
October 3, 1978 N
/i)i'(;"*l‘,./’.. ?‘
OC\ |
F3 1978
Mr. Joe Ramey 0ilco,,39
0il Conservation Commission Yalion cop,
P. O. Box 2088 : Mission

Santa Fe, New Mexico 87501
Re: Adobe 0il Company
Dear Joe:

Please set the enclosed application for hearing
before your examiner on October 25, 1978.

(’//£ru1y y S,

/fﬂomas ellabln
CC: Mr. Rick Gannum
WTK :kfm

Enclosure
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BEFORE THE ~31978
OIL CONSERVATION DIVISION OF NEW MEXICO T
‘ Santa gy ;
IN THE MATTER OF THE APPLICATION
OF ADOBE OIL COMPANY FOR COMPULSORY ] s
POOLING, LEA COUNTY, NEW MEXICO wvEs G

APPLICATION

COMES NOW Adobe 0il Company and as provided by Section
65-3-14, New Mexico Statutes 1953, as amended, applies to the
0il Conservation Commission of New Mexico for an order pooling
all the mineral interests from surface to base of Ellenberger
in the N/2 SE/4 of Section 23, Township 20 South, Range 38
East, N.M.P.M., Lea County, New Mexico and in support thereof
would show the Division:

i. Applicant is the owner of the right to drill and
develop the following described acreage: N/2 SE/4 of Section
23, Township 20 South, Range 38 East, N.M.P.M,

2. Applicant has obtained voluntary agreement for pooling

from all but the following: Intevest Percentage
Koch Industries, Inc. 1029/1280
Box 2256
Wichita, Kansas 67201
Texas Pacific 0il Company, Inc. 147/3200
F., 0. Box 40067 !
Midland, Texas 79701 1/6/10/128
Union Texas Petroleum Corp. 5/6/10/128

1300 Wilco Ruilding
Midland, Texas 79701

Powhatan Carter, Jr. 1/16
c/o 209 S, 5th
Lovington, New Mexico 88260

Anderson Carter 1/16
c/o 209 S. 5th
Lovington, New Mexico 83260
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David Bond Kyte 5/32

802 Alameda Padre Serra

Santa Barbara, California 93103

The Bank of California N.A. 1/32

Trustte for Betty Kyte Dreessen

Trust Nos. 2-2010/13

P. 0. Box 45000

San Francisco, California 94145

George R. Bourdon 1/360

1026 19th Street N.E.

Rochester, Minnesota 55901

Lyle Bourdon 1/360 %

2617 E. 4th Street +

Deluth. Minnesota 55812 5

3. As required by the provisions of Division Rule 104,
applicant proposes to dedicate the N/2 SE/4 of Section 23,
Township 20 South, Range 38 East, N.M.P.M., Lea Count?} New
Mexico to the well.

4, Applicant requests that it be designated operator of
the pooled unit requested above.

5. Applicant proposes to drill a well to test various
formations from the Yates to the Ellenberger.

6. Applicant has been unable to obtain voluntary agree-
ment for the pooling of the unpooled interests indicated in
paragraph 2 above, and in order to avoid the «drilling of unneces-
sary wells, to protect correlative righis, and to prevent waste,
the Division should pool all interests in the spacing or pro-
ration unit as a unit.

WHEREFORE, Applicant respectfully requests that the
Division set this matter for hearing before the Division's
duly appointed examiner, and that after notice and hearing as
required by law the Division enter its order pooling all
interest underlying the N/2 SE/4 of Section 23, Township 20

South, Range 38 Last, N.M.,P.M.,, Lea County, New Mexico, and

designating appiicant operator of the pooled unit, together
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with provision for applicant to recover its costs out of

production including a risk factor to be determined by the

Division and with provisions for the payment of operating

costs and costs of supervision out of production to be

allocated among the owners as their interest may appear and

for such further orders as may be proper in the premises.

R

i Respectfully submitted,
ADOBE OIL COMPANY

APV

P. 0. Box 176
Santa Fe, New Mexico 87501
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DRAFT

dr/ //
i IN THE MATTER OF THE HEARING 4KO
CALLED BY THE OIL CONSERVATION y
; DIVISION FOR THE PURPOSE OF
CONSIDERING:
‘_ CASE No, _ 6364
Order No. R-~ 49/0
APPLICATION OF ADOBE—O&&r{¥»ﬁHHﬂ€6yL
FOR COMPULSORY POOLING, LEA
COUNTY, NEW MEXICO.
ORDER OF THE DIVISION
BY THE DIVISION:
This cause came on for hearing at 9 a.m. on November 21 N
19_13_, at Santa Fe, New Mexico, before Examinér Daniel S. Nutteg.
NOW, on this day of ey lgﬂﬁ? , the Divisioh
5 Director, having considered thé testimony, the record, and the
. recommendations of the Examiner, and being fully 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
| matter thereof. ,
//l/ (3) That the applicant, Adobe 0il @éé/gé;g ; A/La-q,,
e : //‘ seeks an order pecling all wmineral interests from the surface to the i
g base of the Ellenburger / 3y1ng the NW/4 SE/4 1
% of Section 23  , Township 20 South , Range 38 East Yy

STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

‘NMPM, ’ Lea ' County, New
MexicoJ or in the alternative the SE/4 of said Section 23 in the

event said drilling results in a gas well,

(}2) Tk ﬁé@ 7f7Mﬁxz&é;ov7 ﬁb'ﬁﬁ4’ézﬂubq¢tﬂaf aaaeﬁpﬁazuéz
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Case No.
Order No. R~

(ﬁ% That the applicant has the right to drill and proposes

{ That there are interest owners in the proposed proration
unit who have not agreed to pool their interests.
é;) That to avoid the drilling of unnecessary wells, to

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

:

{

interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever the may be, within said
unit.

<?i That the applicant should be designated.the operatorxr
of thevsubject well and unit.

(és That any non-consenting working interest owner should

be afforded the opportunity to pay his share of estimated well

f costs to the operator in lieu of paying his share of reasonable

well costs out of production.
@7) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have

withheld from production his share of the reasonable well costs

P,/r l@) 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 adopied ¢s tha rcascnabkle well
costs in the absence of such ckjection.

(lﬁ) That following determination of reasonable well costs,
any non-consenting working interest owner that has paid his
share of estimated costs should pay to the operator any amount
that reascnable well costs exceed estimated well costs and

should receive from the operator any amount that paid estimated

‘well costs exceed reasonable well costs.

%7%/%/%0@4@
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to drill eTl cat a standard location &hereon— ‘-.«M @

plus an addltlonal10’/g§gg£2¥£nereof as a reasonable charge for th

rlSk involved in the drilling of the well /¢a4~‘AZ¢z ﬁz:;%‘}

4/ c%{ '&2¢¢4§ verral Sl m. 499&52~¢7;/04°¢g‘#022ﬁ A‘;ﬁia).

.~ -~

e



i AR A AT BT UL S S S Tl S 1

el
el

" | | »&w@% Fzco.02
2 /m, e oA y

Case No.
Order No. R-

(1H Thatf@@k&ae&? per monthAshould be fixed as a reason-

able charges for supervision (combined fixed rates); that the
operator should be authorized to withhold from production the
Iproportionate share of such supervision chargegsattrxibutable to
each non-consenting working interest, and in addition thereto,

che operator should be authorized to withhold from production

the proporticnate share of actual expenditures required for

operating the subject well, not in excess cf what are reasonable,
attributable to each non-consenting working interest.

(13) That all proceeds from production from the subject
well which are not disbursed for any reason should be placed

in escrow to be paid to the true owner thereof upon demand and
proof of ownership.

(IQb That upon the failure of the operator of said pooled

i
unit to commence drilling of the well to which said unit is

dedicated on or before %'é "5-, /477 , the order
7 7

pooling said unit should become null and void and of no effect

whatsoever. e

IT IS THEREFORE ORDERED:

t1) That all mineral interests, whatever they may be,
from tle surface to the base

(1 o
are hereby pooled to form a standargd __f/g _acre gba%l(spac1ng

and proration unit to be dedicated to a well to be drllled

at a standard Locatlon thereon, WSW
ﬁ.&mzm ke G - %‘M ﬁeﬁé_%@

PROVIDED HOWEVER, that t!“e operator of said unit shall

commence the drilling of said well on or before the /‘5% day of

e . ) ]
M ’ 1977, and shall thereafter continue the drillind

of gaid well with due diligence to a depth sufficient to test the
- el 7:«6&65- formatlon;) A“‘Mdfj;‘zz’g
- % Al et ee b R %«m—u& % Gy
PROVIDED FPRTHER, that in the ent id operator does not

jcommence the drilling of said well on or before the cLS'd%Z day of
%Z ' lQ_Zi_, Order (1) of this order shall be null
and¥void and of no effect whatsoever, unless said operator obtains

a time extension from the bDivision for goocd cause shown.

¥x¥g&E of the Ellenburger formation underlying the NW/4 SE/4&
of Section 23 , Township _20 South , Range 38 East '
NMPM, o ‘ , Lea  County, New Mexico,




PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear bufore the Division Director a
show cause why Order (1) of this order should not be rescinded.

and 685 '
(2) That Adobe Oilﬁm oo is hereby designated

the operator of the subject well and unit.

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

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

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

{(6) That within 60 days following determination of reason-
able well costs, any non-consenting working interest owner that

has paid his share of estimated costs in advance as provided

nd
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Case No.
Order No. R-
above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

(7) That the operator is hareby 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 30U days from the
date the schedule of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the
driiling of the well, /O® 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 wiithin 30 days from the date the

schedule of estimézsg’well cg§£§ is furnished
to him#«z WA’Z e m /4
(8) That the operator shall distribute said costs and
charges withheld from prodgc;¢on to the parties, who advancéd

Lo&o&, p a—«-é( #Afaa,aa ,
the well costs. cen ,‘,Z"ge:u ,(“¢¢.¢7 -1

(9) That é?Sszoo per mont?ﬁis_hereby fixed as a reasonabl
charges for supervision (combined fix=d rates); that the operator
is hereby authorized to withhcld from production the proportionate
share of such supervision chargesattributable to each non-
consenting working interxest. -nd in addition thereto, the operator
is hereby authorized to withhold from production the proportionate
share of actual expenditures required for operating such well,

not in excess of what are reasonable, attributable to each non-

consenting working interest.
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Case
Order No.

(10) That any unsevered mineral interest shall be considerdd

a seven-eighths (7/8) working interest and a one-eighth (1/8)

royalty interest for the purpose of allocating costs and charges

£ A POt S K

under the terms of this order.

RO EHPE AV 5

(11) That any well costs or charges which are to be paid

out of production shall be withheld only from the working

e

interests share of production, and no costs or charges shall

be withheld from production attributable to royalty interests.
(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately

Lea County, New Mexico, to be E

CXFEIO IR i Y

be placed in escrow in

paid to the true owner thereof upon demand and proof of ownershipj;

that the operator shall notify the Division of the name and

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

(13) That jurisdiction of this cause is retained for the

entxy cf such further orders as the Division may deem necessary.

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

ﬁ above designated.
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