. ((QCASE 6651: ALPHA TWENTY-ONE PRODUCTION ~9C
| / CULCOMPANY FOR NON-STANDARD PRORATION UNIT, 7
e UNORTHODOX WELL LOCATION, AND APPROVAL OF

i INFILL DRILLING, LEA COUNTY. NEW MRXTGH
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CAMPBELL AnD BLACK, r.a.

LAWYERS

JACH M. CAMPBELL
BRUCE D, BHLACK
MICHAEL B, CaAaMPBELL

POSY DFFICE BOX 2208
JEPFLKRSON FLACE
SANTA FE, NEW MEXICO 87501

Tiiernuit (53001 voo-ase

wiLtiam F. CARR
PAUL R. CALDWELL.

August 29, 1979

Shell 0il Company
Post Office Box 1509
Midland, Texas 79701

Gentlemen:
Enclosed is a copy of the 0il Conservation Division
Docket for September 5, 1979. You may have an interest

affected by Case No. 6650.
Very/truly yours,

William F. Carr
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CAMPBELL anp BLACK. r.A.

LAWYERS

JACHh M. CamMEBELL POST OFFICL BOX 2208

BRUCE O, BLACKR
MICHALL B, CAMPBELL JEFFERSON PLACE
WILLIAM . CARR SANTA FE, NEW MEXICO 87501
PAUL R CALDWELL
TELEPNONE 5081 R0B-a42)

August 29, 1979

M. F. Nelson
Post Office Box 603
Hobbs? New Mexico 88240

Dear Mr. Nelson:

Enclosed is a copy of the 0il Conservation Division
Docket for September 5, 1979. You may have an interest
affected by Case No. 6650.

Very fkruly yours
’ William F. Carr
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CAMPBELL ano BLACK, r.A.

LAWYERS

JACH N CaISBELL POSY OFFICE BOX 22086

BRUCE ©. BLACH
JEFFERSON PLACE

MICHASL B, CAMPBELL
WilLL1AM F CARR SANTA FE. NEW MEXICO 87501

FAUL R CALDWELL VELEPHONE 1508 G868 4421
August 29, 1979

General Petroleum Inc.
Post Office Box 840
Hobbs, New Mexico 88240

Gentlemen:

Enclosed is a copy of the 0il Conservation Division
Docket for September 5, 1979. You may have an interest

affected by Case No. 5650.
jsgf truly yours,
ALUM %.,

William F. Carr

9161 14V ‘008g w104 Sd
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CAMPBELL anD BLACK, r.A.

LAWYERS
JACKA M. CaMEBELL POST OF FICE BOX 2208
[z o A
BAUCE O. BLacK JEFFERSON PLACE
MICHACL B, CAMPHEECL
wittiam fF CARR
PAUL R CALOWELL TELEFHONME 1505) DB 8- 442

SANTA FE, NEW MEXICO 87501

August 29, 1979

John Bryant
911 Silver Ave.
Hobbs, New Mexico 88240

Dear Sir:

Enclosed is a copy of the 0il Conservation Division
Docket for September 5, 1979. You may have an interest

affected by Case No. 6650.
Ve truly yours,
‘;éi;uad*efe

William F. Carr
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CAMPBELL anp BLACK., r.a.

LANYERS

JALA M, CaMEBELL POST OFFICE BOX 2208
BHUCE ©. BLaln

- e sEesr st A

~ S AlL DL AT GTw
WiLtLiaM F CARR SANTA FFE, NEW MEXICO 87501
PAUL R. CALOWELL
TECCFHONE (505 DB6 4421

August 29, 1979

Millard Deck and

Millard Deck 0il Co.
Post Office Box 1047
Eunice, New Mexico 88231

Gentlemen:

Enclosed is a copy of the 0il Conservation Division
Docket for September 5, 1979. You may have an interest

- affected by Case No. 6650.
Very/ truly yours
L]
.
William F. Carr
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AUTHORITY FOR EXPENDITURE
DETAIL WELL ESTIMATE

: LEASE NO. APPR.NO,
LeASE NaME _Custer State Com Wetmo. ol w00
COUNTY - Lea siate _ New Mexico FIELD _vaimat Gas Pool

LOCATION~ NW/4 NE/4 Section 36, T-24-S, R-36-E

R%LUNG iNTANG\BLES ' PRODUCER DRY HOLE

e
1. Diilling Cost ___3400 Feet @ 12.97 __per Foot 44,100 44,100
2. Day Work 2 days @ 3200/day
6,400 6,400
3. Coring Service Well Surveys __6000 6,000 6,000
4. Testing
5. Fuel Water - 7,000 7,000
6. Mud __ 9,000 Mud Logging /000 5,000 5,000
7. Cementing Service Cement Floats 12,000 3,000
8. Company Labor Contract Labor 600 300
9. Digging Pits Filling Pits 700 700 -
10. Roads & Location 6000 . Dredging & Grading 6,000 6,000
11. Acidizing 4000 Fracturing 30,000 _ Perforating 1,700 35,700 —-
12.  Plugging --- 2,000
13. Trucking Cost ___ 700 300:
14. Devolopment Superintendence 20 days @ $___250 /day 5,000 : 2,800
15. Rental Equipment 2,000 500
16. Swabbing and Testing __6 days @ 700/day 4,200 ---
17. Other Costs Abstract, title opinion, etc, _ 3,000 3,000
pit lining 1,200 1,200
other 6,000 6,000
Total Intangibles 145 690 B 93,600 L
WELL EQUIPMENT:
18. Casing __ 500 Ft. of 8 5/8 @ 6. Per Ft
3450  Ft of 51/2 @ _4.56 Per Ft.
Rt o @ Per Ft. 19,000 3,300
19 Tuhing 3400 B o __ 2 3/ @ 2.20 ey 7,900
20. Casing Head 1,200 600
21. Xmas Tree or Pumping Connecticis 2,800 300
22. Pumping Unit - 15,000 —
23. Bogk¥ Motor, Contraller, Transfarmer, Power line 11,000 —-
24.  Sucker Rods 6,000 ——-
25. Pump 1,200 - .
26. Tank Battery Mater tank and connections 8,000 -
27. Separator or Dehydration Equip. 2,500 --=
28. Metering Equipment
29. Flow Lines _ 1,500 _—-
30. Other 1.000 1,000
Total Tangibles 77,100 5,200
TOTAL COST 0F WELL 222,700 98,800

REMARKS: . The above cost estimate is based on a Jalmat Gas well completion. Please
notice under WELL EQUIPMENT that pumping equipment ha< been included in the
cost estimate. Based on nearby wells, water production has been a problem
over the Jalmat interval and a means of handliny water should be included

in a realistic cost estimate.

—

Originated ?T“E ‘ﬁm—’_ Title __ _. Date August 1, 1979

Approved I, o - r‘,: - ":-',‘,w,f.“,"g..t" [s ! Title Date
L i
- v ; _
s T BEFORE EXAMINER STAMETS
A / -~ F . .
& €S {,» 0i1 Conservation Conmission

Sul. . . T =, oo Exhibit No.

B D&Y/Fr/ygr/yﬁﬂ/- : Case No. 6650 I

Voo, L (//5*///0 B S
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STATE OF NEW MEXICO
STATE LAND OFFICE

11-7-69 ACTIVE COMMUNITIZATIONS
COMMUNITIZATION NAME: Millard Dack Shell State Com Well No, 2
JPERATOR: M3 L1 pd Deck
DATE APPROVED: 11.-7-69 E/2KW/4, ww/agvi/4, ruifovi/4,
POREOPIVE: 10-17~69 G
COUNTY: Lea N | \ W«/
OTAL ACREAGE: 160.00 i 1 | M

\ ) A
STATE ACREAGE: A1l ./o, o\.\
)EDT CATED .Hos \\f\l?wl Yates Seven Rivers M AS : e m»ﬂ\,_b & \
NSTITUTION: Common Schools - )0%1
ERM OF COMMUNITIZATION: - 1 ¥r. e

o . | i) iIN \y.ﬂ.m D) ﬂ
ELL LOCATION: SE/4NW/4 (F) A oa., Fisn -
EC. TWP. RGE, SU3DIVISION LEASE NO. LESSEE e ACREAGE
6 243 362 E/2¥/4 B-1167-34 Millard Deck 0il Company . 80,00
A 248 362 NE/4SW/4 : B~1167-31 Millard Deck 0il Comnpeny 40,00
£ 245 363 NI/4NR/ 4 B-10709-% Millard neck 0il Company 40,00

_ . 160,00

0G-71 _ | /




N g I
OIL AND GAS RECORD SHEET LEASE NO._ B-1070ASSIGNMENT NO... 5

SPACE BELOW FOR DRILLING AND PRODUCTION RECORD

SPACE BELOW FOR CANCELLATION AND RELEASE RECORDS

| |

y =y : % %
: :5’ Ca.... ,\4.2._“.5 - 5] £ ‘ . -
) R . r\);nyz o emteays g g
L TORRR. Py
ey SR O R crrnepmagleccnange ,:L‘-. gowvi A LT T
572 L storel Sad, 7947/,
IN.sA. Qopdl cer 2% 2e0. 2. Bl G
cppre” - 7-69% N.3ZL 8 et 1 .
OMMUNITIZATI J . :
" fo-12-49 < COMMUNITIZATION L
%Jv/?-Z? Sy -1y -2S
NOTICE OF PAYMENT DUE TERM RECORD RENTAL PAYMENT RECORD
CARD REGISTERED PAID FOR CHECKED IN RECEIPT
MAILED MAILED ‘
) 19_ 6% Paid NO. 74788
/ 'o—b 7~ -~
1670077 0CT5 1970 w0750 S
. - 207 ) e
?1 J? huliand Deefond Zo 191Lsg Ylez/77  NOZS 37¢
B daar! iﬂf/u««t'/‘ s} /&;J’_Lél:._v; PRV 19_1_530' : [0/6/7/  NO.78 375
M Y SR S PYY// RN @257 Nolin/ L
| 19233 80 L S0~/~22  NO 4.,57! 4
19.]43%° e lo=F-7¢ NelList). ]
1925_3‘60 o 7 24~ 7 S NO&LM /
19_/¢_ % ofo 10 - /76 NOM
174
. . 1922 377 1202 NO Lz g2
e JM\ 19_75 8 0> (o-10-78 No_:‘&f«zlé. it
19_ % NO
19___ 3% _ NO.. ra
19___8 NO._
19__% NO.
SCELLANEQUS REMARKS:
LEASE NO.B-10709  AsSN. NO
0G-68 .




_DATE

3-14-79

i

8-10-79

3-10-79
3-08-79

B-01-79

SR el

SUMMARY OF CORRESPONDENCE
COMPULSORY POOLING APPLICATION

FROM

(NMOCC CASE NO. 6650)
W/2 NE/4 Section 36,
T-24-S, R-36-E

Lea Ccunty, New Mexico

T0

William F. Carr, Attorney

, Santa Fe, New Mexico

J. A. Davidson, Landman
Midland, Texas

J. A. Davidson, Landman
Midland, Texas

N. J. Hrachovy, Landman
Shell 0i1 Company
Houston, Texas

J. A. Davidson, Landman
Midland, Texas

J. A. Davidson, Landman
Midland, Texas

Mr. Joe . Ramey
Division Dircetor
NMOCD, Sunta Fe, New Mexico

William F. Carr, Attorney
Santa Fe. New Mexico

N. J. Hrechovy, rmsaam:
Shell 0i1 Company
Houston, Texas

J. A. Davidson, Landman
Midland, Texas

N. J. Hrachevy, Landman
Shell 041 Company
Houston, Texas

Millard Ceck, et al
(Possible W.I. owners
in NW/4 NE/4 Section 36)

SJBJECT

Applicatior for Compusory Pocling,
W/2 NE/4 Sec:ion 36, T-24-S, R-36-E

Instructions to docket Compulsory
Pooling Apglication, W/2 NE/4
Section 36.

Reply to Sheli's letter of 8-8-79
and final appeal for cooperation.

Shell's refusal to join or farmout
concerning the drilling of Jalmat
well, W/2 NE/4 Section 36.

Renewed request that Shell join in
the drilling or farmout their interest,
W/2 NE/4 Section 36.

Final request that Millard Deck, et al
join in the drilling or farmout their
interest, W/2 NE/4 Section 36.

BEFORE EXAMINER STAMETS
0i1 Conszrvation Commissior
o ___Exhibit No.
Case No. 6650




Summery of Correspondence

Compulsory Pooling Application

Fage 2

DATE

7-1C-79

2-26-73

2-13-79

2-01-79

10-20-78

09-21-78

03-10-78

FROM

J. A. Davidson, Landman
Midland, Texas

J. A. Davidson, Landman
Midland, Texas

J. A. Davidson, Landman
Midland, Texas

J. A. Davidson, Landman
Midland, Texas

J. A. Davidson, Landman
xmadm:a. Texas

Joe D. Ramey
Division Director, NMOCD
Santa Fe, New Mexico

Doyle Hartman
Midland, Texas

J. A. Davidson, l.andman
Midland, Texas

TO

Mr. E. M. Gorence
Phillips Petroleum Company
Odessa, Texas

Mr. Phillip R. Bishop, Attorney
(Attorney for Millard Deck)
Fort Worth, Texas

Mr. Phillio> R. Bishop, Attorney
Fort Worth, Texas

Mr. Phillip R. Bishop, Attorney
Fort Worth, Texas

Mr. Phillip R. Bishop, Attorney
Fort Worth, Texas

Doyle Hartman
Midland, Texas

omy Nutter, Examiner, NMOCD
Santa Fe, New Mexico

Phillip R. 3ishop, Attorney
Fort Worth, Texas

SUBJECT

Request for farmout extension,
SW/4 NE/4 Section 36.

Revised farmcut request

Follow-up to Letter of 2-13-78

Renewed request that Millard Deck,
ot al farmout their possible lease-
hold interest in W/2 NE/4 Sec. 36.

Follow-up to correspondence in
July and August, 1978 concerning
possible Deck farmout in NuW/4 NE/4
Section 36.

Extension of Time
(Order No. R-3767)

Request for Extension of Time
(Order No, R-3767)

Request that farmout letter between
Millard Deck and Doyle Hartman

be corrected back to terms origin-
ally agreed upon.

3
P
}, .
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CAMPBELL AnD BLACK. p.aA.

LAWYERS
JACK M. CAMPBELL e i “T"FOUST OFFICE BOX 2208
- BHudk D. BLACK R
MICHAEL B. CAMPRELL JEFFENSON Prace
WILLIAM F. CARR SANTA FE. NEW MEXICO R7501.

PAUL R CALDWELL
TELEPHONE (BOB) 908 -4s 21

August 14, 1979

Mr. Joe D. Ramey
Division Director .
0il Conservation Division
New Mexico Department of
Energy and Minerals
Post Office Box 2088
Santa Fe, New Mexico 87501

Dear Mr. Ramey:

Enclosed herewith, in triplicate, is the application
of Doyle Hartman for Compulsory Pooling, Unorthodox Well
Jlocation and Non-standard Proration Unit, Lea County, New
Mexico.

Mr. Hartman requests that this case be set for the
examiners hearing to be held on September 5, 1979.

Very truly yours,

;‘4‘ M‘ .

William F. Carr

VI e
AL ESA VN Sy NN

. Enclosure

ce: James A. Davidson
Post Office Box 494
Midland, Texas 79702
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BEFORE THE
O1IL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF TilE APPLICATION

OF-DCYLE HARTMAN FOR COMPULSORY O
POOLING, UNORTHODOX WELL LOCATION CASE
AND NON-STANDARD PRORATION UNIT, "
LEA COUNTY, NEW MEXICO.

APPLICATION

Comes now, DOYLL HARTMAN, by and through his undersigned
attorneys and, as provided by Section 70-2-17, New Mexico Statutes
Annotated, 1978 Comp., hereby makes application for an order
pooling all of the mineral interests in the Jalmat formation in
and under the W/2 NE/4 of Saction 36, Township 24 South, Range
36 East, N.M.P.M., Lea County, New Mexico. Applicant further
seeks approval of the 0il Conservation Division for an unorthodox
gas ‘well location and a non-standard proration unit and in support

of this application respectfully states:

i. Applicant has the right to drill and develop the W/2
NE/4 of Section 36, Township 24 South, Range 36 East, Lea

County, New Mexico.

2. Applicant seeks approval to drill a well to test the
Jalmat Gas Pool at an unorthodox well location 2310 feet

from the North line and 1650 feet from the East line of said

Section 36.

3. Applicant further seeks approval of an 80 acre non-

standard gas proration unit for said well.
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4. Applicant seeks an order pooling all mineral interests

underlying said 80 acre track.

57 "Pursuant to a farmout agrcement dated May 6, 1969 Shell

0Oil Company assigned its interest in the NW/4 NE/4 of said
Section 36 to certain individuals. This assignment pro-
vided that on cessation of production the acreage governed

by the assignment would be reassigned to Shell.

6. As of the date of this application Shell 0il Company has
indicated that they will oppose this application }or com-
pulsory pooling but to date applicant is unaware of any
reassignment of the interest to Shell. 1If the assignment
has been made Shell owns the mineral interests underlying
the NW/4& NE/4 of said Section 36; if not, the'property
belongs to those holding interests in the property through

the farmout agreement.

7. Applicant, therefore, has been unable to obtain the
consent of the following interest owners in the NW/”% NE/4

of Section 36 if the interest has not been reassigned to

Shell:

Name and Address Interest

Millard Deck and

Millard Deck 0il Co.

Post Office Box 1047

Eunice, New Mexico 88231 -wc-eo--- 27/32

General Petroleum Inc.
Post Office Box 840
Hobbs, New Mexico 88240 W ---eeo-oo 1/16

Jolhn Rryn_n t
911 Silver Ave.
Hobbs, New Mexico 88240 @ «-c-vona- 1/16

1. F. Helson
Post Otkice Box 603
Hobbs, New Mexico 88240 W ~-c—woew- 1/32
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1f the interest has been-reassigned to Shell, applicant

has been unable to obtain the consent of the following:
Shell 0il Company - 100% of the working interest
in the NW/jé4 NE/4 Gf 50% of the working interest

in the unit to be pooled.

8. Approval of this app1ication will be in the best in-

terest of conservation, prevention of waste and protection

of correlative rights.

WHEREFORE, applicant prays that this application be set for
hearing before the Commission's duly appointed examiner and that
after notice and hearing as provided by law the Division enter its
order (1) pooling all of the mineral interests underlying the W/2

NE/4 of Section 36, Township 24 South, Range 36 East, N.M.P.M.,

i Lea County, New Mexico, (2) approving a well at an unorthodox well

location 2310 feet from the North line and 1650 feet from the East
line of said Section 36 and (3) -dedicating an 80 acre non-standard
proration unit to said well. Applicant further prays that the
order contain proviéions designating him operator of the well,
providing for himﬂto recovey hig costs of drilling, equiping and
completing the well, his costs of supervision while drilling and
after completion, including overhead charges, and a risk factor
for the risk assumed by the applicant in drilling, completing and
equiping the well and such other and further provisions as may be
propey in the premises,

Respecﬁfully submitted,

CAMPBELL AND BLACK, P.A.

By ~_\7/\ I‘I fan ot Q/@f/(

William F.7 Carr
Post Office Box 2208
Santa Fe, New Mexico 87501
Attorneys for Applicant




JAMES A DAVIDSON
Ol & «. - Properties

P.O WX 494
MIOLAND 11 X AS 797202
1915} #82-6432 — OFVICE August 10, 1979

6945472 — RESIDENCE

Campbel and Black;- PA
P. 0. Box 2208
Santa Fe, New Mexico 87501

Attention: Mr. Bill Carr

Re: Force Pooling Application
Lea County, New Mexico

Dear Bill:

Reference is made to my letter to you of August 8th and our phone conversa-
tion today regarding the above application covering the following tract:

T-24-S, R-36-E
Section 36: W/2 NE/4

Enclosed please find copy of my letter dated August 3@) 1979, to Shell
0i1 Company and Shell's reply of August 8, 1979.

It is my understanding that you will docket the Force Pooling application in
Doyle Hartiman's name for September 5, 1979, raming Shell and all other
parties shown in the attachment to my above noted letter to you of August 8th.

Please advise should you need anything further at this time.

e e s e At

i Regards.
Vepy truly yours, /{//
'
4197 RAr 77~
mes A. Davidson
! &t Wr. €. H. Gurence (/
§ Phillips Petroleum Company

| 4001 Penbrooke
i Odessa, Texas 79762

El
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JAMES A DAYIDSON
Ol ¢ o Properties
PO Ry 494

MIDLAND 1 XAS 79702
(915) LR2 (182 ~ OFFICE

694 5472 - RESIDCNCE August 10, 1979

Shell 0i1 Company
P. 0. Box 991
Houston, Texas 77001

Attention: Mr. N. J. Hrachovy
Land Department, Mid-Continent Division

Re: W/2 NE/4 Section 36,
T-24-S, R-36-F,
Lea County, New Mexico
(Shell's Nos. NM 519G and 1206)

Gentlemen:

Reference is made to my efforts since March 7, 1978, to get a 3,400' Jalmat
well drilled on the above described 80-acre tract.

I have been trying since the above date to have Shell cooperate, either
by farming out (with my latest offer being a 17 1/2% ORRI to Shell)
or by participating for a 50% working interest.in the proposed well.

Your letter to me_of August 8, 1979 is the first positive indication that I

“wpaey

Fave Tocelved Tncoventeen monihe eI Corresrondonce

L’E.Q-E-‘ar'c“u
owns a leasehold gos1tiog_1n the suEJect tract rather than eing

an overriding royalty owner).

[ do not think it serves any purpose to restate my various proposals that
Shell farmout or participate since these letters are already in your
*files. Furthermore, it is obvious to all concerned that drilling

of the proposed well on a 40-acre tract will result in an uneconomical
allowable (approximately 115 MCFPD}.

I will further simply state that it is éxtremely hard for me to under-

stand Shell's position in apparently forcing this matter tn a dictaste-

o ful Force rPooiing hearing. This is particularly true since all leases
; involved are on minerals owned by the State of New Mexico.

In closing, it appears to me from your previous position in this matter
that Shell 0i1 Company is not interested in cooperating with independents

who are attempting to develop energy sources on risky tracts in this
present national energy crisis.

Yery truly yours,

N -/

nes A. Davidson
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Page 2

August 10, 1979

cc.

Region Vice-President
Shell 0i1 Company

P. 0. Box 576
Houston, Texas 77001

Region Landman

Shell 0i1 Company

P. 0. Box 576 -
Houston, Texas 77001

Hanager

Mid-Continent Division
Shell 0i1 Company

P. 0. Box 991

Houston, Texas 77001
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P.O. Box 991
Houston, Texas 77001

Shell Oil Company

August 8, 1979

Subject: NM-519G State
NM-1206 State
Jalmat/Custer Area
Section 36-245-36E
Lea County, New Mexico

James Davidson
P.0. Box 494
Midland, Texas 79702

Dear Mr. Davidson:

In response to your letter dated August 3, 1979, we again wish to
advise that Shell is not interested in either joinin d well or

our proposed we
farming out the Shell lease cover g Ni/3 WE/Z of Secfion 32 or the ferms set

out_in your letter. Shell has plans tor scme wells in the area which will

penetrate the Jalmat zone. Accordingly, we will oppose your force pooling
action. , ' ,

Yours very truly,

n ¢

N. J. Hrachevy
Land Department

NJH:BGR ‘ Mid-Continent Division
cc - Phillips Petroleum Company
Attention My E M. Corveice

311 Phillips Building
Odessa, Texas 79761
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JAMES A. DAVIDSON
Oil & Gas Properties
P. O, BOX 494
MIDLAND, TEXAS 79702

{915} AA2-0AR2 — OFFICE

69454712 - RESIDENCE August 3, 1979

‘\~

Shell 0i1 Company
P.-0. Box 291
Houston, Texas 77001

Atteation: HMr. N. J. Hrachovy
Land Department - Mid Continent

Re: HNW/4 NE/4 Section 36,
T-24-S, R-36-L
Lea County, New Mexico
{Shell # tiM-1206)

Gentlemen:

Reference is made to our correspondence in 1978 regarding the inclusion
of your above noted lease in the following proposed 80-acre unit
and the drilling of a 3,400' Jalmat test on the unit:

1-24-5, R-36-E, Lea County, lew Mexico
Section 36: W/2 NE/4

We force pooled this tract tast year, but omitted one of the possible
working interest owners because at the time of the force pooling

hearing we thought we had an agreement with him pertaining to the

proposed 80-acre Jalmat proration unit. A later misunderstanding over the
terms of the deal with the omitted party cancelled the effect of the

force pooling hearing.

As we discussed in several conversations last year, and as is also
illustrated by the enclosed title opinion covering the W/2 NE/4 Section 36,
it is questionable as to whether Millard Deck et al owns the NW/4 NE/4
Section 36 with Shell having a 1/8 override, or whether Shell owns this
tract. The question over ownership partly results from our failure tao
know iT Sheil has exercised its right of reassignment under Paragraph 4

of the Farmout Agreement and Assignment dated May 5, 1969 from Shell

to R. G. Scheuhle et al. Since we have a drilling committment to Phillips
Petroleum, who has been patient for more than a reasonable period of

time, it is our intention to see a Jalmat well drilled in the /2 NE/4
Section 36. We respectfully request that Shell aid in the drilling of
this well by giving Deck et al the above mentioned notice of reassignment

(enclosed for this purpose ts a list of all other possible working interest
owners other than Shell) and then do one of the following:

1. Participate in the drilling of the proposed Jalmat well. If
Shell eiccts to join, encliosed are two copies of an AFE. 1In
this case, please return one sianed copy and we will forward
an A. A. P. L. Model From Operating Agreement.




Shell 0i1 Company
Page 2
‘August 3. 1979

2. Farmout on the basis of commercial production with a producer
to earn 100-feet below total depth drilled and with Shell to retain
17 1/2% override (leaving operator with 70% net revenue
interest; ie, State--1/8, Shell--17 1/2%).

. This farmout offer is the same deal we have with Phillips as to the
I - SW/4 NE/4 of Section 36. The override proposed to Shell shall be
- : subject to proportionate reduction as to the 80-acre unit.

By procuring a reassignment from Deck et al, Shell would accomplish
the following:

1. Shell would have an opportunity to participate in the proposed
Jalmat well for a 50% working interest or gain an additional
override of 5% more than it presently has (ie, Shell's
override would go from 12 1/2% on the Deck et al lease to
17 1/2% under my offer, subject to proportionate reduction).

2. Shell would help expidite by three or four months the
drilling of a well in the middle of the present national
energy crisis. This savings of time would be possible
since a Force Pooling hearing before the New Mexico 011
Conservation Commission would no longer be necessary. - .

Please advise should you-need any additional data and, if it would
‘be helpful, T will be gtad to come to Houston to discuss this matter
with you or anyone else with Shell. Please let me hear from you

as soon as possible.

Very truly yours,

\T;ICR/WW“J7S Q. X:)CLAV&JQCVS-cr/\_

James A. Davidson

JAD/mh
Enclosures as above

cc: Mr. E. A. Gorence
Phillips Petroleum Company
4001 Pembrooke
Odessa, Texas 79762

T
v .

Rt

B i




ADURESS AND INTEREST LIST

HAME ' ADDRESS WORKING INTEREST
Millard Dock and P-0. Box 1047 27732
Miltard Deck 0i) Company Eunice, New Mexico 88231
- General-Patroleum, lic. P, 0. 8ox 840 B R I 5 | - S
(Attention: Mr. T. D. Skelton) Hobbs, New Mexico 88240
John Bryant 911 'Silver Avenue 1/16
Hobbs, Hew Mexico 88240 '
M. F. Nelson P. 0. Box 603 1/32
Hobbs, New Mexico 88240 :
32/32
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DETAIL WELL ESTIMATE

LEASE NO. . APPR.NO. _ .
LEASE NAME _Custer State Com _  ____ WELLNO. 00
COUNTY . ltea orate . New Mexico FieLp _Jalmat Gas Pool
LocaTion: . NH/4 NE 4 §~_‘»_.f.~'i9_!1~-3.6 y 1-28-5, R-36-E .
DRHJING INTANGIBLES PRODUCER ORY HOLE
1. Orilling Cost ___ 3400 e 12387 e Fool 841100 44,100
Day Work 2 days @ 3200/day v
g '___»___d_____ ) 6,400 6,400
3. (‘onng Service ___ . _ . Nell Surveys 6000 6,000 6,000
4. Tesling -
ol o ' o 7,000 7,000
5. Fm’I S e Waler . _ y UM 2 -~
6. Mug _ 2,000 _ Mud Logging _700C 9,000 5,000
7. Cementing Service __________ Cement ________ Floats 12,000 - 3,000
8. Company Laber Contract Labor 600 300
9. Digging Pits .._______________ Filting Pits 706 oI
10. - Roads & Lecation_.6000.___. Diedging & Grading 6,000 6,000
11, Acidizing _4000____ Fracturing 30,000 __ Perforating 1:,700 35,1700 putle
12. Plugging . : - 2,000
13.  Trucking Coﬂ R — _ - 700 300
14.  Devolopment Supenntendence 20 days @ $_—__250_ /day 2,000 2,809
15. Rental Equipment _______ __ ____ 2’,999 - >00
16. Swnbhngand1eshm]_"§_days @ 700/day__ 4,200 -
17. Other Costs Abstract, title opinion, etc. 3,000 3,000
. pitlining 1,200 1,200
other 6,000 6,000
Total Intangibles 145,600 93 600
WELL EQUIPMENT: .
18. Casing _.—____ 500 _ Ft. ot __85/8 @ 6.50_____ Per-Ft. -
3850 Ftoof 5 1/2 @ 4.56 Per Ft.
e FL O @ Per Ft. 19,000 3,300
19. Tubing . _.._3400__ Ft. of 2 3/8 @ 2.30 Per Ft. 7,900 SIx
20. Casing Head ____ _ }a§99 600
21. Xmas TFreo ar Dumnmn Coannostisns QEU_U 300
22, Pumpmg Unit _ SR 15,000 i :
23. @i toitor, Control LLt'L_,._LlJtllLLQUHeIL,_,EQUE_L_]_InP_ 11,000 i
24.  Sucker Rods - 6,000 —
25. Pump . _ _ 1,200 o
26, Tank Battery Vater_iank._and conpeciions 8,000 -
.27, Separator or Dehydration Equip. 2,500 i
28. Metering Equipment F
29. Flow Lines o 1,500 iy
30. Gtier . 1,000 1,090
) Total Tangibles _ /7,100 : 5,200
TOTAL COST OF WELL _. 222,700 98,800

REMARKS: _ The above cost estimate is based on a Jalmat Gas we]l comp]etxon Please

~ IIULI\,L lll!dC'l" ”“I FQUU)MF”T ﬂ&t P

"‘xguu‘ L\{u___h’lllk,lll i s UL{,II IIILIU(JGO in the

_cost estimatie. base(l on nearby wells, water productlon has been a problem

_over the Jalmat interval and a means of handiing water should be included

_in a realistic cost estimate.

LM T TR Y

Originated by '{3 “a '

Title __ _.

pate August 1, 1979

Approved . Title

Cale




~Section 36:  HW/4 HE/a

z

»

TN

1-20-5, =36

Original lease was 8-10709- 1 dated October 11, 1943, from State Lo
Shell 0i1 Company.

Rights from surface to 3,400' or base of Seven Rivers whichever is deonper
(as Seven Rivers showun on-leqg of Shell State "B-2" in SE/4 HW/4 Scction 36,

1-24-5, R-36-0) owied as Toiiows:

Millard Deck and thillard Deck 0i1 Company 27/32
P, 0. Box 1047, Eunice, N.M. 88231 °
flote--Deck was probably single, but may

need to name his ex-wife, Helen Deck

in force-pooling.

General Petroleum Inc. 1/16
P. 0. Box 240, Hobbs, N.H. 88240
T. D. Skelton, President

John Bryant

1/16
911 Silver Avenue, iobbs
t. F. Hrlson 1/32
P. 0. Box 603, llobbs, Mew texico
32/32

John Yuronka. 1/64 override less 1.041663% override
(el ux Donna-C.)

Lewis Taman

: 1.041663% override
4750 N. Clarendon, Chicago, I1linois 60640

R. G. Schuehle 1/64 override less 1.041663% override
(et ux Hargaret S.)

H. Hawne Stead
2889 Millicent Dr., Salt Lake City, Utah 84101

V. DATER2T auovride

- LRV IR V] v

Hole: Shell has /8 ot 8/8ths override and the right Lo cancel out all

above parlies by making request for reassignment.

GRS COMIRACTS

Shell subject to E1 Paso contract until 1-1-80. Deck et al took subject:
to Lhis contract.

> H h .
Fhilline as ig §

Su Seciion 36, Timited its E1 Paso contract to
Ellenburger Gas 0

LS




WARREN D. BARTON
ATTORNEY AT LAW
315 Petrntesn Buldng
MIDLAND, TEXAS 7970 1964,

Tolephone £816273 P. 0. Box 42

August 15, 1978

STATE OF NEW MEXICO
COUTY OF LFA
PROPERTY: State of New Mexico, land

RIGINAL TITLN OPINION

Mr. Doyle Hartuman
508 C&K Petroleum Bldg.
Midland, Texas 79701

Dear Mr, Hartman:

I have examined Litle to the land dezecribed below and base my

opinion thoreto upon the abstracts sel out herein. The following opinion
is submitled:

FROPERTY
The Viest one-half of the Mortheast one-quarter (W/2 NE/4) of
Scetien 36, T-24-5, R-36-E, NMPM, Lea County, New Mexico, containing

80. acres, more or less.

ABSTRACTS EXAMINED:

1. Orierinal Absiract of Title Mo, 7-1473-B prepared by Lovinesteon
- Absirant Company, Inc., consisting of 101 pages, and certifiecd

from the inception of the records to July 14, 1978 al 8:00 o'clock
a.m,

D

Originat avstract of Title No. 30,418 prepared by Federal Abstract
Company , congisting of 76 pages, and ccrtified from lhe inception

H— 2 )

of the records to July 25, 1978 at 8:00 o'clock a.m.

INSTRUMEN'TS EXAMIMNED:
Noue,

BASIC LEASES:

lease No, 1:
1ease Yo, B-107C2,
Dated: October 11, 1943.

A

L2




Jonooe:
VARSI A

Land Covoroed:

Term:

Bovaliy:
Rentlal:

Rontal Hnln.
Recordinge Dataog
Assiponents

Status of leagse:

lease o, 2:

Lease Ho,

Dated:

Ies°or'
(-nee .

DS T

Land Covered:

Terin:

loyalLy:
Renlal

Rental baln:
Recording Data:

Assignments:
Status of Lease:

Obate aff How Movico,

Shell 051 Company, Ine,

Tho N&/4 M/ and N/2 1R/4 of Geelion
36, containing 120 neveo,

Flve (8) years from the dale of this
lease and an leng Lhereafler ag oil and
raa I poyinge quantities, or either of
thew, in produced Cyom said land by

the Ipunon Poragraph 15 of 'the lnos
nroyides for a eccond ar addilional,
term of five (5) years hy paying cach
rent in advance double the rontal pro-
vided for in the primary lerm,
Cun-niphbh {(1/8) ol oil and gas.

$L.00 per acre per year,

Ontober 11, 1974,

Hot. r-vorded in Ira County, New Mexico,
his lease has heen assifgned numerous
1imes ag discussed below,

First produntion was oblained on Feb-
ruary 24, 1953, in the NW/4 W¥/4 of
Section 36. Rentals have been paid to
October 11, 1978, and royslty payments
for the producing well have been paid
to April of 1978,

[-1734.

February 10, 1948,

State of New Mexico, .

Phillips Petroleum Company.

The NVW/4 SLE// and SW/4 RE/4 of Section
36, containing 80 =2cres.

Five (5) years from the date of this
lease and as loung thereafter as oil and
gas in paying quantities, or either of
them, is produced {rom said land by
the lessee. Paragraph 15 of the lease
provides for a second, or additicnal,
term of five (5) years by paying each
year in advance double the rental pro-
vided for in the primary levm,
One-ciphth (1/8) on oil and gas,

$1.00 per aere por year,

Fehruary 10, 1972,

Pook €7 at Pape 22 of the 0il and Gas
Records of Lea County, lew Mexico,

None,
IG“IT\Q}' ny-or‘lnc tien was obbained in ;.’Ifl;)’
of 1949, in the NW//4 SE/A of Section

26, Rentals have been paid +n Fohrnary
10, 1979, ond royalty nﬂvmnnls for the
producing well have been paid to April
of 1978,

LIS




L.

The Stale of New Maxico acquired Citle Lo the caplioned tand under an
Arloof Conrrose appreved June 21, 1828 0 under Patend No, 1154254, approved
Goplombrr 16, 1995, o nincrals were rencvved by the Uniled States Govern-
nepl,  Grazine Ioace to, (O-11172 was fegued bo Hepry UL Hareioon ot Tyl
foxns, and Lhis prasing leane 0(>v01"'\hh01 lands and expives on Cotoler 1)
19280, Huwnrous rivhls-of-way have been g_mnlm] to 1 Paso Halural Gas
Company, and HNew Mexico Electric Service Company.

The history of Ieane Ho, R-10709 is that il was assirned firsh by Shell
0il Company, In~, Lo Shell O0il Company, ithen to R.G, Schuehle and John

. ’ s wares F . wees 4
Yuronka on October 3, 1968 who assirned said laase, oo Lo bhe WE/4 HE/4

of Section 36, lo Millard Peck 0i1 Company et al on October 18, 1964,
who then assipned said lease back to Shell 0il Company on May 2, 1969.

Shell (81 Company Lhen éntered: into a Farmout Acreement and Assipnment
with R.G, Schuehle and John Yuronka uvnder the date of May 6, 1962 and {ollow-
cd thiz up by an assipnment in full of lease No, RB-10709 to R.G. Schuchle
and John Yuronka on July 2, 1962, insofar as the MU/, HE/4 of Section 36 is
concerned,  R.G. Schuehle and John Yuronka then assigned this lesaze, as to

said AO0-a2re traeth, lLe Millard Deck 0il Company dnd others, reserving
J/}? of 8/8 overriding royally interest which was later : ss“gned in part
by cach of them to Lewis Taman and H, Wayne Stead. It appears now that this
lease is owned of record by Millard Deck 0Oil Company (27/3?) General Petro-
leum, Inc, (1/16), John Brysnt (1/16) and M.F. Nelsen (1/32) subject 1o
the overrldlng royal?y interests mentloned above,

The Farmout Agrcement and Assignment of May 6, 1969, from Shell 01l
Company 1o R.G. Schuehle and John Yuronka contains provisions to the effech
that if after the timely completion of the well in the SE/4 INi/4 of Seciion 36,
there is neilher production from said land nor work at a vell site in try- ) .
ing 1o obtain or restore production therefrom, either by re-vworking a well
thercon or drilling a new well, for as many as Lwenty {20) consecutive days,
Sholl Cil Comparnyy may terminaite the assignment in whole or in part by giv-
ing writlen or telegraphic notice io lhe assipoee and thereupon the lease- |
hold estate covered by the assigrment, as to the lands described in the |
tormination notice shall revert to and be owvmed by Shelld 0il Company, and o
the assignee shall exccule and deliver a res-assignment thereof to Shell Qil
Company. You have advised me that all production from the 120 acres covered
by the Farmoul Arrcement and Assignment of May 6, 1969, has ccased and ‘that
Lhere has been no productien from such land et leasth since 1973, Hovever,
vou have also advised me that you have been wnable to ascertain whether
Shell 011 Company has given the written or telegranhin nokice 1o Sehuiohls
and Yuvonka as lo Shell's deciaion to terminate ine assipned leazehold
interest, and certainly the records dn nol contain any avidanss of any such
nolice or any re-assignmenl fron the lease owners or from R.G. Schurhle and
Joim Yaronka o Shell 041 Company., (onrcqnentjy, it appears that althowh
Lhis A0-acre leasehold interest is owned of record as sel oul above, ihoue
interests may be subject to termination by notice of such intenticn from
Shell 0il Company.

The acc
and their ryespeclive wives,

ovners is made specifirally sub je tha don

the ferms and provisiuns of the Farme-
out A¢reement. and Asecirmunent of May §, 190%, wui this is somewhal confused

by the fact that on July 2, 1969, Shell 0il Company made an ouitright assignment

w
n
¢

.

7, [rom R.G, Schuehle and Johr Yuronka,
.ard Deck Oil Lonpany aund the other rccord
i

H v - ¥
ripmnent of July 2¢
s .

-3




of trage Ho, DR107000 fnaefar ac L TR/ TR/ of Sealion 20 is eonerrvond,
Ley RoG, Dehuehle and Jdobn Yuronka wilhonlh any wenlion bhe inge made ol Lhe
farmount ternps and provicions or any overridingg royally reocervation,  Theroo
fore, 1 do neb belicve Lhal you con with safely drill on this properiy with-
oul having some corl of apreenment belween the parlties as to the respeative
interests of eachiy such an arreement will have Lo inelude R.G, Schuehle,
John Yuronka, Shell (il Company, and the record ovmers listed above, 7You
nay alao wish 1o check with the Comniscioner of Publie lands of the Gtate
of Hew Kexieo 1o delermine just who their records show 1o b2 the ovners of
this leafie, az lo thie ffbaere tract, Ny ublaining evidence of who has been

mnkinge: the delay rental payments, you may be able to ascertain vho is claim-
ing title, ) -

lease No, 2 andlyzed ahove s owned of record by Phillips Pebtroleum
Company, as there have been nho assisnments of this lease. 1% appears that
al one Lime all of the N/2 of Section 36 was unitized, and this is reflecied
by a division corder which was issued by The Permian Corporabtion on June 27,
1963, T have assumed that such Communitization Apreeuwent is no longer in
effenl, or that it has been amended so as lo exclude the depths you are
interested in, but you should make certain of irese facts before enlering
into any agreement to drill on this land,

I return herewith the abstracts menbioned above. As stated above, I
can say with certainty that the 03l and gas leasehold estate in the S¥/4 NE//
of Section 36 is owned of vecord by Phillips Petroleum Company of Bartlesville,
Oklahoma, and bthat such lease is ecurrently held by production viith all rentals
prid teo date, mt I cannot advise you at this time as to the ownership of
the NW/4 HE/4 of Seelion 36 because of the confused state of the record,
Perhaps there are gome unrecorded instruments belveen the various oviners
s ihis leaze, and if such are discovered they should bz furnished to me
for examination, but for the present I can only advise you as stated alove.

Very truly yours,

W . Lot

Viarren D. Barton

WDB:efw

.
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- RESIDENCE August 1, 1979

4 +
JAMES A. DAVIDSON
Oil & Gue Properties
P.O DBOX 494
MIDLAND, TEXAS 79702
OFFfICE

To: A1l Qwners
(Address List with ownersh1p attached)

Re: Proposed 80-acre unit
Lea County, New Mexico

Gentlemen:

This letter is written regarding the formation of an 80-acre
unit composed of the following acreage with the drilling of a
3,400' Jalmat well on the unit:

7-24-5, R-36-E, N.M.P.M,

Section 36: W/2 NE/4

I propose that each owner either participate or farmout as
follows:

1. Enclosed is an AFE. If you elect to participate, please
return one signed copy to me.

2. ITf you elect to farmout, I propose the following terms:

(a) Each owner to retain his proportionate part of a

: 1/16 of 8/8ths override. This would leave the
working interest as to your 40-acre tract {which
comprises 50% of the unit) as follows: 100.00%
less 1/8 override to Shell = 75.00% less 1/32
of 8/8 override to Yuronka et al = 71.875% less your
1/16 of 8/8 = 65.625% net revenue interest.

(b) Completion of the well a< heing capable of producing
in commercial quantities to earn your interest, sub-

Ject to the above noted ogverride.

If you do not elect to joirn or farmout, I plan to make application

to force pool your interest. 1 would much prefer not to have to
do this.

It should be called to your attention that I am not completely

certain whether vou own this acreage or wnelher 10 nhas reverted

to ohell. 1In either event 1 need to make deals with each of you

P«:}fﬂ.-. :
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Page 2
August 1, 1979

as well as with Shell.

Please let me know should vou need anything further ¢t this time
as I would very much appreciate hearing from you as snon as -
possible,

Yery truly youré;

ames A. Davidson

JAD/mh

Enclosure as above




ADDRESS AND INTEREST LIST

NAME ADDRESS WORKING INTEREST

Millard Deck and P. 0. Box 1047 27732 |

Millard Deck 0il1 Company : Eunice, New Mexico 88231 I f
TS gencral Petroieum, Inc. P, 0. Box 840 1/16

(Attention: Mr. T. D. Skelton) Hobbs, New Mexico 88240

John Bryant 911 Silver Avenue 1/16
Hobbs, New Mexico 88240
M. F. Nelson P. 0. Box 603 1732
§ ‘Hobbs, New Mexico 88240
é 32/32
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DETAIL WELL ESTIMATE

LEASENO. . . APPR. NO. ___ __
LEASE NAME _Custer State Com WELL NO. _L . W. 11007
COUNTY ___ Lkea _grate _New Mexico FELp _Jalmat Gas Pool
tacation: _ NW/4 NE/4 %nrrlnn 36, T-24-S, R-36-F .
DRILLING INTANGfBLES: PRODUCER -DRY HOLE
1. Orilling Cost ___3400 Feet @___12.97__ oer Foot  __ 44,100 44,100
2. Day Work 2 days @ 3200/day
R, . : 6,400 6,400
3. Cmmg Service ___ Well Surveys 6000 6,000 6,000
4. Testing
5. Fuel Water 7,000 7,000
6. Mud ___5,000 Mud Logging 7000 5,000 5,000
7. Cementing Service —__________ Cement Floats 12,600 3,000
8. Companv Labor Conlract Labor 600 300 -
9. Digging Pits _ Filling Pits __ 700 . 706G ---
10. Roads & Location_ 6000 Dredging & Grading 6,000 6,000
11. Acidmnq 4000 F[ac{urmg QQ,O_O_[L_ Peﬂora{mg § le“ 35,700 —— _
12. Plugging . --- 2,000
13. Trucking Cost 700 300 .
14. Devolopment Superintendence 20 days @ $____250 sday 5,000 2,800
15, Rental Equipment 2,000 500
16. Swabbing and Testing ._6_days @ 700/day 4,200 ---
17. Other Costs Abstract, title opinion, etc. 3,000 » 3,000
— pit_lining 1,200 1,200
other 5,000 6,000
: Total Intangibles 145,600 93,600
WELL EQUIPMENT:
18. Casing —.___ 500 - Ft. of __8 5/8 @ _6.50 Per Ft_
3850 Ftof __51/2 @ 4.56 Per Ft.
___ Frof @ Per Ft. 19,000 3,300
19 Tuhing 3300k oof 2 3R @ 2.30 e Tt 7,800 ; -~
20. Casing Head , 1,200 . 600
21, Xmas Tree or Pumping Connections 2 ,809 303
22. Pumping Unit __ 15,000 -
23. Hogk% Motor, Controller, Transformer, Power line 11,000 --=
24, Sucker Rods 6,000 —
25. Pomp ____ 1,200 ---
26. Tank Battery MWater fank_and connections 8,000 -
27. Separator or Dehydration Equip. 2,500 I
28. Mhielering Equipment . .
29. Flow Lines 1,500 - ~CT
30. Other 3 1,000 1,000
Total Tangibles 77,100 5,200
TOTAL COST OF WELL _ 222,700 98,800

REMARKS: __The above cost estimate is based on a Jalmat Gas well completion. Please

“notice under NELL EOJIPIIENT that » numping pnmnmpnf has hoen includod in Ehz

e e [C RV e N B R L

__cost estimate. Dased on nearby wells, water production has been a problem

__over the Jalmat interval and a means of handling water should be included

in"a realistic cost estimate. _ .

_—’}K. —_._.‘.._._“"’~ —

Originated by U“‘" mq \M

Appioved Title . Dale
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JAMES A° DAVIDSON
Ol & G I‘n"u'elr'v(
P.O. NOX A9
MIDUAND, TEXAS 79702

B RN
LA 5a02 -

RESIDENCE \]U]y 10, 1979

Phillips Pet\oleum Company

p}lllllllb Buil |umg

4001 Penbrooxe
Odessa, Texas 79762

Attention: Mr. E. M. Gorence

Re: SH/4 NL/4 Section 36,
T-24-S, R-36-E,
Lea County, MNew Mexico

Gentlenen:

Reference is made to our present agreement regarding the above
described tract.

We have made numerous attempts to reach an agreement with

various offset lease owners and principally with Millard Deck

et al who owun NH/4 NE/4 Section 36, T-24-S5, R-36-E. Ue

force pooled the other owners in this tract but excluded Mr.

Deck who owns 27/32 working interest since he agreed to a farvmout.
However, after the force pooiing hearing, Mr. Deck changed the

deal so that the net effect was that as to his interest,

vic would receive a 52% net revenue interest. Me have tried

many times to work out this impossible problem but without success.

Therefore, we respectfully suggest that you allow us enough time
to force pool all parties in the Ni/4 NE/4 Section 36, T-24-S,
R-36-E, and include this tract with your farmout. We plan

to docket this hearing at the earliest possible date.

Thank you for your patience and consideration. [f we do not
hear from vou to the contrary cshovrtly, vwe will proceed with

the hear1ng

Very truly yours,

Jorrus CU. Do cilson

James A. Davidson

cc: My, Doyle Ha"
508 C &

p eun Building
Midland, Texa

757G1
JAD/mh




JAMES A DAVIDSON
(nl & o l‘unpwnlh’(
PO 130X ang.

MIDEAND. 1€¥ AS 79702
{21%) a2 ra2 - Gl

AT S8 - RESIDENCH '4ay 25, ]979

Mr. Phillip R. Bishop
‘Attorney-at-Law
1500 First National Bank Building

: Fort worth, Texas 76102

Re: Millard Deck
: Lea County, New Mexico

Dear Mr. Bishop:

Reference is made to our various correspondence concerning the following Deck
acreage which is a north offset to our farmout from Phillips Petroleum Co.
in the SW/4 NE/4. Sec. 36, T-24-S, R-36-E.

T-24-5, R-36-E

Section 36: NW/4 NE/4

Last year, were unable to reach an agreement with Mr. Deck due to our requesting

that Mr. Deck farmout to us on a 70% net revenue interest (reduced to his
27/32 interest).

- We would like to amend our proposal and suggest that Mr. Deck farmout as
follows:

1. Farmout to us a 62 1/2% net revenue interest, retaining an over-

ride of 37 1/2%. This override would absorb all present royalty
and te computed as follows: ‘

12.5000% royalty to State
12.5000% Shell override
3.1250%  Yuronka et al override

28.1250 (Total Royalty & Overriding Royalty)

71 8780%  nct vevenie tu working interest
(on 100% basis)

less - ©2.5000
9.3750% override (on 100% basis)

Mr. Deck gets 27/32 x 9.3750%= 7.9102% (net as to one 40-acre tract).
In ordey to offset the proposed low 62.5% revenue intevest, we

request that Mr. Deck farmout a total of 120 acres being the

following instead of 40-acres that we requested in our first
offer.

T-24-S, R-36-E

Section 36: NW/4 NE/4, E/2 NW/4




Mr. Phillip R. Bishop
May 24, 1979
Page 2

We would add this acreage to the Phillips' 40-acre tract to

form a full 160-acre Jalmat proration unit and thus be entitled
to a full allowable.

3. The total acreage in the 160-acre unit would be as follows:

1-24-5, R-36-t

Section 36: W/2 NE/4, E/2 NW/4
(160 acres)

Mr. Deck’s above noted 7.9102% override would -be reduced to the
75% of the acreage that he farmed out to the unit (or 75% x
7.9102%= 5.933% net to him). Please note that the reduced over-
ride would be on a well entitled to a full allowable instead
of ‘a half allowable as originally proposed.

We are making every effort to work this matter out. If you have any other
view of it, please let me know.

Very truly yours,

L°4‘9/7 ;u;(/ L/’”{:/

/}hmes A. Davidson
JAD/mh
i cc: Mr. Millard Deck

P. 0. Box 1047
Eunice, New Mexico 88231

2]




JAMES AL DAVIDSON
il & Gy l‘uv,wrlil',c
PO Beoyx A0

MIDLAND, Tr.XAS 79702
{915} 102 482 - 011 ICE

6245427 ~ RESIDENCE Feht*uary 26, 1979

HMr. Phillip R. Bishop

Aitorney at iaw

1500 First Hational Bank Building
Fort Worth, Texas 76102

Re:

Dear Mr. Bishop:

H1lard Deck Farmout
W2 NE/4 Sec. 36,
T-24-S, R-36-F,

Lea County, N. M.

Please refer Lo my letter to you of February 13, 1979, 2nclosing
various information concerning the following tract owned

principally by ¥r. Millard Deck:

T-24-S, R-36-£, Lea County, Hew Mexico

Section 36 174 of NE/4

Please advise should you need anything further in this regard
and 1 viould very much appreciate being advised as to Mr.

Deck's decision.

Very truly yours,

~Jeere s

(L. Laceictaar

James A. Davidson

cc: Hr. Millard beck
P. 0. Box 1047

- . . o
Funice  New Movics g

Nil/Zjed TR Seret S
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(915) A2 6ar2 - .
6745472 - HESIDENCE February 13, 1979

JAMES A’ DAVIDSON
il & Cas Properties
PO BOX A954
MIDLAND, TEXAS 79702

(o2 B IRT &Y 4

Hr, Phillip R. Bishop

Attorney at Law . ,
1500 First fiational Bank Building

Fort Worth, Texas 76102

Re: Millard Deck Farmout
W/2 NE/4 Sec. 36,
T-24-S, R-36-,

Lea County, N. M.

Dear Mr. Bishop:

Reference is made to our correspondence and our phone conversa-

tion last week concerning Mr. Deck's interest in the following
40-acre tract:

T1-24-S, R-36-E, Lea County, N. M.
Section 36: HNW/4 of NE/4

I have just returned from Lovington, New Mexico and personally
checked Hr. Deck's title from the County records. In this
regard, please find enclosed the following:

1. Farmout Agreement and Assignment dated May 6, 1969
from Shell to R. G. Schuehle and John Yuronka
cevering, among other lands, NW/4 NE/4 Section 36.

Shell retained 1/8 override {plus 1/8 royalty to the
State) so at this point the lease on 1007 basis was
on a 75% net revenue interest into Schuehle and
Yuronka.

2. Assignment dated July 28, 1969, from Schuehle and
Yuronka to the following narties: ’

Miltard Beck G011 Company 11/16

General Operating Company 1/8

General Petroleum, Inc. 1/16
John Bryant 1/32
Donald E. Bratton 1/32
Royce Crowell _ 1/32

Schiuehle and Yuronka retained 1/32 of 8/8 overvide
as to NW/4 NE/4 Section 36 so at this point the
lease on 100% basis was on 71.875% net revenue

intercst {ie, 1007 less 1/8--State plus 1/8--Shel}
nlus 1732 55 j

Scihiuehie and Yuronka).




Mr. Phillip R. Bishop
February 13, 1979
Page 2

3. Assignment dated June 18, 1970, from General
Operating Company to Mr, Deck of 1/8 interest.

Mr. Deck then owned 11/16 plus 1/8 being 13/16
working interest, with his working interest bearing
its part of all royalty.

4. Assignment dated February 1, 1971, from Royce E.

Crowell et ux to Millard Deck 0il Company of 1/32
interest.

Mr. Deck then owned 11/16 plus 1/8 plus 1/32 being
27/32, with his working interest bearing its part
of all royalty.

Therefore, Mr. Deck's “working interest" is 27/32 (being
84.375%). It is on a "net revenue" interest of 60.6445%
(ie, 84.375 less 84.375 x (1/8-State plus 1/8-Shell plus
1/32-Schuehle and Yuronka) which equals 60.6445%).

In order to farmout to us on a 70% net revenue interest

{on 100% basis), he would retain 1.582% overrjde. This is
computed as follows:

60.6445% less (84.375% x 70% = 59.0625%) = 1.582%

I realize this is a small override but it is caused by the
large burdens {1/8-Shell, 1/32-Schuehle and Yuronka) placed
on the lease when it was assigned to him. Generally, most
operators want at lteast a 75% net revenue interest (on 100%

basis) but we have offered to go as low as 70% in order to try
to make the deal.

Mso, Mr. Deck will receive the benefit bf the well evaluating
his offset acreage in E/2 NH/4 Section 36.

Your consideration will be ver
Tet me hear from vou as soon &

v much apnreciated. Please
5 possiole.

~ Very truly yours, ,

ames A. Davidson

cc: Mr. Millard Deck
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H FARMOUT AGREEMENT AND ASSIGNMENTY

1 On tha the fth Aday ot May 1e_b9

in contdaiaton of the n ond oblg of tha ASUGHEL harein,

Shett Ot Cornpony, @ Delowore coryeronon, hersn cotled “ASSIGNOR ", harady norifers oad [gra v

R. G. Schuchle and John Yuronka

horan gol'ed “ ASSIGHEE ", wwbyect 10 the taarrva10n1L, (o anantt, (Ondi!:0nt and provit 0nL sel 0wt betow, omf without wonranty of hitls, saprews o Impliad,
: ot ot ASWGNORS rght, Lile ond interast 1n ond 10 the o 0nd §01 Lighl in 0ad under o)) o ond por ot and oil, pas ond mineral leassr Meld by it ln

10 lor o1 thay cover the folow.ng lond in _,,_____-_L@@_,_____ County _ .. _NeU Hexico

down to and including, but not below, a depth of 100 feet below the greatest depth pene;trated, :
not to exceed 3400 feet or base of Seven Rivers formation, whichever is greater, as defiied

; in Shell-State B-2 located in SE 1/4 NW 1/4 of Section 36, Tovmship 24 South, Range 36 East,
| t To-Wit:

i

The Northeast 1/4 Northwest 1/4, Southeast 1/4 Northwest 1/4 and the Northwest 1/4 Northeaist
' 1/4 of Section 36, Township 24 South, Range 36 Bast, N,HM.P.M.

Yhe tand covered by this oitignmant [os 10 the depthr o2 fomotiont coversd Raraby tl this aniignmant covers lett thon ofl deptiu) Is colled hersin “iold
Yand ™"

B

2. ASSIGHOR heraby rerarver uato Inetl, \n sxcason ond oungns on ovetriding royolry of _QB»Q_LISI\_{h___(lLELh)._ of a!l {470]) of v
oll ond gas In ond under ond whith may be preduced from 19:d 1ond. H 61 1he ellective dare hersol ha learahold s1'0re hereta astigned taven lesy thon
the full inrerent [or Ao Inierait) 4 1he ©i) and 221 M In ol or any port of toid lond, thaa ASSIGHOR S ovenidirg royalry 1hall be proportione sy reduced
cs o the land in which tuth tecieho'd attare covers loit 1hon the fullinve a1t So.d orerridrng royolty 1501 be free of gl cont 10 ASSIGHOR of drliling for,
producing, 1ragrng ond 1epsroting the minerols 10 which it applies. ASSIGNEE thall hurnah ASSIGNOR tomplets sratrements, 0! duch [nmaal, end on wxch
formi et ASSIGNQR may fequert, corering the production from taid land, mecivremant therset, productich srored, viad, dalicscad 20 pips lines, ond sold

3. ASSIGKLEE og-ees tlimaly ro commence and dil ;antly to dritl t1he Iollowing well to completion, Yo witi
Commencamant Dove:  Well has been cocpleted as a Jalmat gas well.

]

|

i

:

1

i watl tocanon, SoUtheast 1/4 Northwest 1/4 Section 36, Township 24 South, Range 36 East,
; wat Deph, To a total depth of 3,430 fcet from the surface.

§

1

1. Whenaoer ASSIGHEE I In defoult with refarence 10 drilng ond completing she wiall 1pecihied in Saction I lond sutpension of cpeatont timely begun
for o8 ik ot teenty (20] days thall be contidared o1 o default] ar ia complying with tha provivons la Sectoa S_wun~ absr the Lmaly com-
odychion trom 13id lord nor work gr o v v S
- i e xSy

Vi . P'eron of the 10.d well 1IN0 0 necther
v . n-rm!-ni el thtrecn o gl RO New el Tor or Moy Q3 twanty kol wrretysrtoeey T R v mrore thia
| [ ovired & lﬁu [t

f

WL - '_ -'.-»M
2t Tor ¢ N : RTINS iy S O
ST g =teren or 1t egroprig notee 1o ASSIGNEE WWerasT gnd Whereren Thy Vecieho G e1t07e T

S ASSIGMOR ar all times shall Rave fiee ottt 1o all welti oa the obove tond to ol reerds panoiring therers ond the produrtion Yargliom, As % Ha
wa'l ypeceled in Secvon ) ASSIGHIE agren (o) 10 rotly ASSIGHOR of 1he bejinning 1hereal, [b) 10 gromprly furnith 1o ASSIGNOR (1) o topy of wxch avpont

. e d by LGHEE wh ony govsramuntol ajency Te'anng thersts 1] daity dullieg ond dulling e 1apeeis; 13] complels intormonion 81 1 the oty of

oft reaty. {4} upon temp'rhon. o complete tog thereot [5) 1os of w'sctic, 10diooctive 07d o'her 1unegs therrol, whasher 1.mutor or dar.milar, oad [8] Lamples
10tatecony 1o ASSIGHOR el drl ruinngy tohan o) 10 20t intervo’i: 18] Yo Mok ovolobls tr ASSIGHOR o1 the we'l sampier of ol Puidy srcountered ond
o' all corer token, (d} 10 give ASSIGHOR or iowr 12 hours ncrce Of the g he sapectt 10 181 o cement The production swing co1ng o move drdl srem
teys or %0 drll unto ony Tormaton especred 10 gvodics o 1o tore 0ny formanon. i} 19 ollcw ASYIGNDR 1o uie the hols for the running of ve'locity ond
other rurveyr @r ASSIGHORS v’ 1ol 003 watemin, 1) immed ety 10 nonly ASSIGNOR if ony thowing of 0 or gal in ercountered: {31 to maks theveugh
tisty of o'l formoronr whih corren 0 wtowing of 6t & 931, 07 in wMhch any turvey 1hot shall Rave been 1un Moy ndicote o thowing of of or pos sulfi-

cent 1o puatfy sernrg: [M) vson complenon of dalhing ond taaning of the walll 1o give immediare mote 1hareof 1o ASSIGNOP w % % Mal hove © 180300
oble ter thareafter 1o sorafy srie'f ahot the drlleng ond trr o figuasinenry hereot Posa besn Wiy prdormed. ond [ propeily and lowiully % plug
ond obandon 1ame 1f ity o dry ho'e,

" — b Ve——

8 AM oprronony condixtsd by ASSIGHEE sholi ba o) 1he 10" 13k ond teat ord under a aathuing connol of ASSIGNEE, ond ASBIGNIT 10u0 Indemnily
ASSIGNOR cgo.mit ol dormi for Somoger of svary Mind 10 parsnmt 20 2RIl Gihing 0w of OF In (onnechon with the opeidtions of ASSIGNEE on woid
! jond

7. ASSIGMEE ™!l comply wih, ond hanby osiuras, ofl arpreis 0nd implind (ovrronts ond obhigonont tontznid lis any ko ofiecrsd he o o
the tondi cor17ed by ths cugnmaent rebry

——

B M nghn of ASSIGHOR hereundar 1holl o3ply net only 1o tha tectabold taririin thar o0t hereby 0110783 Dua 010 10 0Ny rerewol o sitsason Phersod

0n3 1o ony raw Isate 1501 coary o} of fort of ta:d tord 13 tha earent hol it covanr on atesr thot'is covered by ony leotehold hereby o1s.grad ond thot
ASSIGNEE ¢y otquire within one yror rom he eapaonion of the prior Teors covenng swh intarmt,

————

i 9. 38 ASSIGHIE o1 ony 1ma snend? 10 temender or bo ohoridon of 30 ollow 10 tirmiro'e o7 10 be tancelled for nos payrant of o 1hd ia rovoby o orhee
poymant R0t teuld ba mode by ASSIGRLE any portwa ol 1ha Liatehold e110t8 comted by hap esvgrmant, ASSIGHLE 1holl sender 1o ASSIGNONL o reaisgn:

ment tha-wol at Tasst thirry {10) doye balore maving o senindar or obondonrant or befors the dote by which tha ot whith may 16l in Rmincton o
: cancellonon munr be parforrad.

11 AXYICHOR otcets © nau-;wir R euncder, ASUGHOR 180! fay to ASUGHIE the rigwrab’s wnlwnoe wahe 2f =0 ool omo s praat thot H
. tha!l a’ict 10 Tohs in ony wa'lt affored ha adbensiig o Dlin wen 1n0l B weihout covr s ASSIGRIOL Wathi elfsciad by tuch 0 esosbgrent ond not
etecnd 10 ba toten by ASSICHOR In cparotng cend non 1thall ba plugged ond oboadoned In o lawhd monnar by ASSIGHEE

10 Eicort 03 provided in e following tentrrin, oll rotiter ond (rmuniconons to T Grsn wnder P terme herasf aholl ba given by seg areced o cmni-
Fod mol o 1ilsgram oddisied to 1he 0ddrenienr 0 1he [0121 01 52 Ut On The Bignoture Soge O poget Below provided Thot eiher poty moy sitea @

e o e ¢

horgs ol 6ddiss by odmng the other party of suh devrsd charge ASSIGRNOR devigromn in w_,ﬁidlmL‘____% D abon,

- S Ty ey coma e

. 2 —
— o —— ¢ yo——

. e Productloan o Drportment, b fa Shell baldng. F. O fou S b1 B

l‘idla:xd,_,:{:rr-.s__]??‘(ll_w,__,_ e Y0 recuien gy, 20gnes o fepatt 20 prrrvnental ogantiey ond cotunt e repentt (oncaring ord
dimirg tha diting (Largtions vttt Farhgr pence Tha proctont bareat ahall conitiviy (0van0ns AmAing wnth the Tond and 1Mo ssvend o ond be rdeg

CEcA the tavpee hein, 1pAIAtOn ), Juxeonionr 0rd 011p™ 3 P ponies herero, bt ro vt grvment o tronadss D30 e v ASSIGIAE @) ASHONIES
obligatany herendeq,

e rme

-

e o
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1. ASSICHSR shall st all ttoes Yave preferentisl vight and optlen to purchase, or to designate & tesponalble purchaner
for, atl or any part of the csalnghesd or gae vell gay vhich ASSICREZ may produce under the Leasehold inteterts heraby

anplgned and vhich ASSICHEE proposes to sel), on the rerrmi contaloned Ln s bons f(de offer thetefor. ASSIGNEL shall glve
Lo ASSIGNCR vritien, conplete snd detelled tnformation concerning, and & photo tatlc copy of, the offev,  ASSICNOR shall
have 20 days alter tecelpt thereof in which to exercise tts soid option By & vritten notice to ASSIGNLE.

12, In priforming all operations snd vord provided for heveln ASSICHEE sprees to use products unuhﬂuud andfar sold
by ASSIGNOR, provided . -uch are readily avetladble ot coopetitlve sriras.

i3 SPECIAL TRONISIONS:
A,

ASSIGNEE shall run the following surveys after the well has reached total depth:

1. Garma Ray Sonic from total depth to surface.
2. lateroleg from total depth to base of sait.
3. 1lHcrolaterolog from total depth to base of salt,

Other logpine carpany equivalents of the above are also acceptadle. 1f the
ASSTONEL <towile crre any formatlon covered by this contract, ASSIGHOR shall

have call on all portions of the whole core residue after the purposes of
the ASSIGNEE have been served.

B. All rentals hereafter beconming due on, or payable in order to prevent termination of

the ofl and gas leasehold estate on the above described Jands shall be paid by ASSIGRNOR,

and ASSIGNEE, within fiftcen (15) days from notice by ASSIGNOR of the making thereof, shall
reimburse ASSICNOR in full therefor; proviged that ASSIGNEE may relieve himself of this
obligation as to any particular part of said lands by tendering to ASSIGHOR, at least

thirty (30) days before the date by which a rental must be paid, an assipmrent of ASSIGHEE'S
rights in said leaschold as to said lond. ASSIGHOR agrees to usc reasonable diligence in

endeavoring to pay such rentals property, but shall have no liability to ASSIGNEE for
failure to do so.

C. ASSIGNOR is conterporancously herewlth assigning to ASSIGREE on the form required by
the State of New Mexico with reference to assignments of oil and gas leases from ib, the
oil and gas leaschold on the land described above without reference therein to the depth
limftation herein made or to the reservations, terms and provisions hereof. Yowever, as
betwveea the parties hereto, it is understaod that the said assignment is subject to all the

terms and conditions hereof and that all rights reserved to ASSIGNOR herein shall be

applicable thereto.

D. Notwithstanding anything to the contrary, it is expressly agreed and understood that
the ASSICNEE earns gas rights only te 3400 feet or the base of the Seven Rivers formation,
as defined in Shell-State B-2 located in Southeast 1/4 Northwest 1/4 of Section 36,
Township 24 South, Range 36 East, in the lands described in Paragraph 1 hereof.

- — pp——
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IN VITSZSS wvHzRzor, tha partles heve heraunto set thaly hande a0 of the day and year flvst stated above,

R, G5chuchle

O’QA«_ - b - :
oM d Attorney (nh Fact
Jol\y Yuronka

Addrens: . Addcass: Petroleua Bulldina - _
- T. O. Box 1309 .
Midland, Texas H
120-C_Central BRullding . ' \
Midland, Texas 79701
$IATL OF )
COUNTY OF
Bafore ma, 1ha undarigned ouvihoeity, on hiy Yhe day of ~ 1* opes 4
o ma penonally hrcem, who, baing by me duly sworn, did soy thot he b
JES— TV, NN Mot the 1! oifiied to 16id ininmen |3 the torporote weol of wid corporo- -*
10n, 1hot ome wol 1gned ond secled In behall ol wid corporotion by outhonty ol in Boord of Directors, and he ochnowledged s0:d intteaumart o ba
tha trsa ot ond dead of 10.d corporanon, wame Raving been maecsd by him lor the purpoies ond onuderction therein eipressad 3ad in the capacity .
MWarein stoted *
Witness my hand and oHia) seol 1he doy ond yeor Rott chove weiren,
Rorory Public in aAd for ] '
My Commuinnon Expeian Counry,
starg o __TEXAS )
counrv o _HIDLAND R. G. Schychle and
BUIORL ME, tha underigrad, © Notary Public In ond bor 103d County ond Ssate, on hit doy persondlly appeared
Yrown to me RLBI;IM parnon S whote rome 8 AYE_ __ __ sbeoibed 1o tha foregoing instruman?, and ockrowledged 1o me thot L hay. :
--,u‘ﬂd the som ‘;)a purpoies 0nd conidarotion thers.a ssprassed. -
Nt Y R
. Givin ur’d‘! my hdrd ond 1eal ol olice. hiy tha '7 doy of i Hav_a A . )06_2____
e e, /b /&ﬁj
My Commion Exprres _(Mé,‘? . . ddk—v(_.(/ - ‘?JJZ_)
- ) Notory Public tn Tnd tor
[ad . ‘. .
':) - ;§_§—- Midtand County Texas
siarg & rexas AN

COUNTY OF NAARD,

My,

Batord ma {he "thyfar) 34ad ouwtonty, on thy doy garonalty oppeared E. Y. Pearson

O Vroam ©'mq 28 b M| faand, whois nome it 1ubicnbed Y0 the foregong inttrument 81 Anorag.in-Foct for Shall O Compony ond oclrowledged to me
thot he_nnied dhe tame fur 1 purpoinn ond centhioton harsin Brprtiad. ord ot the hse ot ond desd of 15:d Shalt O Compony in Yha tepoaty
QO mrncimng . . . " { ..
J R . Y X r ~. . s
0 Gieog undar my hond ond 1ot 't oltce B _,.Az.?.d. e Ay at Julv 19_n3
'.\2 - = P et i ce.
. - -~ . b
(”3 My Commanon fepras ﬁ; — L // % A2 e
. ‘_. = % ﬂkﬂo-y Pudlc n (’y‘lu M.gdlond Cownty, Tesos
v - .
. . ~ . ..' . e .‘. -
L : AP
STATY OF REW m:.'(lco* et U S . :
COUNTY OF LEA b

FILED FOR RECORD on the/__°

hY . .
Bay o b tta gt 1967 _a 32D o'leck L2 M. and recorded ln Book
page of the . .

records of my offies

_ M_é /.J;,,M/L"‘\"“ _._,' Ceounly Clerk ;.
pilind ek Al Eontad : |

~ Ry
P I .

Deputy.

—
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ASSIGLSNT

| nILS ASSIGILENT, cnterod into this 28th day of July,
1969, by and botmeon K. G, SCHWENLE ond hio wife, PARRST S
SOHEUMLE and JOMI YUIIOHXA and his w.ite, poINlL C, YUROHMNA, hore-
fnafter ecollectively cclled “Aasiznors,” and MILIARD DECK CiL
COMLTE, GUITAL OPLPATLIG COUPR, GUILRAL PETLROLLVY, Iic.,
JOL BUYAIT, DOMALD B, BPATIOM a.'ui. HOYCE CR(WtLL, hereinafter

collectively called Massicnees,”

WERTAS, Aaslznors ropresent thal they are tho ouners
of an wdivided full intercst in the 7ss lceses described in ix-
hibita A end B, Farzout Lgrocacnt and dssignnent and Assignaont
of 011 and Gas Leasos, rospoctively, which ero atlachod hersto
end nada a part horcof, Said intoresi of hasignors, in adeitior
to the hereinafter oxscoited and reserved overrlilng royalty, is
subjoct to a royaliy of 1./8 of £/3 raserved to the State cf llew
Maxfco ané an overrifing royalty of 1/8 of 8/3 reserved to Shell
01l Coapany cof all gas producod fron the abeve described land,

At
e

(!, TiELRTEW, 1n considoretion of tho sua of 410,00

[ . -
n’ CLACT

g5 wel valuable considoration, hssignors ¢o horoby

convoy and ps3izn to Assignoes, thoir heirs, successors and as-
sizns, w7orking intorests wader the said leamsshold estates in the
follouing proportionas

11002 Dock CLY CONpANs seersesss L1716
Gonoral Oporating Condany seeecsss L/2
Gonoral Petroleun, Ine. .......... yg
Jehn bryanl L.iieiiiirieiiesninien 1/16
Donald Z. Brabton «eeeeeesosseasss 1732

10760 Cronell siiiavessanvanansers 1/32

Asslznors excopt froa this assiznroent and resorve unto
thamsalves, in cyuzl proporiions, gn overriding royalty interest
of 1/32 of 8/8 of tho oll ond gas production fron the b.‘/l,, wifl,
and the NI/4 M3/ of Soaction 36, Townahlp 24 South, Fnnge 306 Z

Loa County, MNou leorico, lo cverri:l,‘n; royalty shall be retained

o o e
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on the N:/4 nL.'/z. of sald Soction 36, »

The ovorriding rcyalilos heroin resorved shall he in
adéition to and ovor and nbove all oxisting royaltles and avor-
ricing raeltics now affe;)tin; the working internat heroln ag-
si;nad,

This azsiznnent 3s mado pursuant to and in coaplianco
uith that certatn Fermout hgrosnont and Assigniont dated Moy 6,
1959, and mas- a part horoof as Exhibzt 4,

Tils assismmont. ghall bo binding; .upon the parties
heroto, their halrsg, succe;asors and asaizns,

LI UTTHCSS NS0T, this Instrunent is oxecuted in

maltiple coples, each of which is to sorve as an orizingl,
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PARTIAL ASSIGNMENT OF OIL AKD GAS LEASE

STATE OF NEW MEXICO )

COUNTY OF LEA )

For a valuable consideration, recefipt of which is hereby

‘acknowledged, GENERAL OPERATING COMPANY, a partnership canposcd

of BINION H. CARR and FENT E. TOLER, said pariners belng join-d
herein by thelr respective wives, hereinafter called "“Assignor,"
does hereby grant, secll, assign, transfer and convey unto MILLARD
DECK, Eunice, New Mex{co, his heirs and assigns, one-eighth of the
working 1nterest in and to the Shell 0i1 Company-State of New

Mexico Leases Nos. B-10709-1 and B-1167-12 under the following de-
scribed land in Lea County, New Mexico:

The Northwest 1/4 of the Northeast 1/4, the
Southeast 1/4 of the Northwest 1/4, and the
Northeast 1/4 of the Southwest 1/4, all out
of Section 36, T-24-S, R-36-E, containing
120 acres, more or less,

together with a like interest in all leaseliold equipment and per-

sonal property located on sgld land and used in connection with
sald oil and gas leascs.

This instrument 1s executed subject to, and the assigned
interests shall bear their proportionate part of all reyalties,
overriding royalties, production payments and other leasehold
burdens now showa of record in the office of the County Clerk of
the above County, including, without limitation, the Shell 01l
Company Farmout Agreement and Assignment of Leases dated June 12,
1968, the John Yuronka, et ux, et al, Assignment of Leases dated
and the EY Tasoe Nutural Gas Company Gas Purchase
Contract dated October 23, 1968, including all amendments and
supplements thereto.

Asgignor covenants with Assignee that it {s the owner of

“the above leases and that it has neither disposed of nor encumbered

the same since acquisition, insofar as the interests hereby assigned
are affected.

EXECUTED, this J{7? day oi June, 1970; but cffective as of
June 1, 1970 nt 7: ?0 a.m, a8 to gas and effective as of the date of
first runs aé to of
GENEPAL OPERATING COMPANY

BY\(? vaLr_N /9/ (qﬂ,la&

Binion H. Carr Partner

By_j&aoi_i Jolen

_Kent E. Tolex, Partner

X K S / 2

~"Patsy RGth Carr -

‘%tfyﬁ}_g;TeﬁTo ler )
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This Assignment, entered into this s "day of February,
1971 by and between ROYCE E. CROMELL and JO CROWELL, his Wife,
“hereinafter called "Assignors,” and MILLARD DECK OIL COMFANY,

.herecinafter called "Assignee.,”

| WITNESSETIH:

; - Wherecas, Assignors represent that they éré the owners
iof an undivided .02246094 working interest of the oil and gas
;and other minerals in and.under and that may be produced from
:Shell State Leases §1 andhlz, covering 120 acres described as the
{N9/4 of the NE/4, the NE/4 of the SW/4, and the SE/4 Of the NW/4
iof Section 36, Township 24 South, Range 36 East, N.M.P.M., Lea
éCounty, New Mexico, subject to various overriding royalties and
conditions contained in said recorded instrument,

Now, Therefore, in consideration of the sum of $10.00

and other good and valuable consxderatlon, Assxgnors do hereby

iconvey and assign to Assignee, its heirs, successors and assigns,

isaid working interest. All funds attributable to this working

i interest from the sale of oil, gas or casinghead gas from the |
13li, ate ey cunveyed witn this instrument. Ihis
: Aés;gnment shall be binding upon the parties hereto, their heirs,

I - . )
: administrators, personal representatives, executors, assigns ang
,

I successors. : et e

(4
.
i

In Witness Whereof, this instrument is eke&dted‘in‘

multlple copies, each of which is to Qerve as an or1g1na1 on the

-,
day and year in this Assignment fxrst above written, #

LEXY

ROYCE E. CROWLLL o HD

/ _._f‘r,
30 [ROGWELL, his wxfc;;Z o

|
]
:

" STATE OF NEW MEXICO)
1 ) ss Paos

> M.A\\[\

The foregoing instrument was acknowledged hefore me

this /~{day of February, 1971, by ROYCE E. CROWELL and JO

CROWELL, his Wife. . 7 .
_’:\.).«/(, r“y/,7/'n' o
NOTARY PUBLIC

My Comvnission Expires:

e e et e
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JAMES « DAVIDOSON
el e o Poopertics
PO ROAX A%y

MIDLAND. TEXAS 70202
{asi PA2 GARD - OV Fac e

614 5412 - RESIDEHCE Febl‘um‘y 1, 1979

Hr. Phillip R. Bishop

Attorney at lLaw

1500 First National Bank Building
Fort Worth, Texas 76102

Re: HMillard Deck
Farmout
W2 NEZ4 Sec. 36,
7-24-S, R-36-E
Lea County, H. M.

Dear Mr. Bishop:

Reference is made to our various Correspondence and phone conver-

sations in July and August, 1978, regarding the above described
tract.

For your reference, attached is a copy of my letter to you of
August 10, 1978, which <ets out the problem in detail.

Mr. Hartman is still interested in drilling this well on a 707
"net revenue interest" (as that term is understood in the industry)

and asks again that you and Hr. Deck allow us to forward a
Farmout Letter that covers the trade.

Thank you for your consideration and please let wme hear from
you as soon as possible.

- Very, truly yours,

) ./
S s OB 8 T
Qawés A. Davidson

;

Jno/mv l

i cc: Mr. Millard Deck {;/
. 0. Box 1047 W

tunice, Hew Mexico 88231

‘bee: Mr. £. WM. Gorence
Phillips Petroteum Company
4001 Pembrooke
Odessa, Texas 79762

e s s 45 ok

T




LINLNU T ANU IVIINERALS UEPARTMENT
OIL CONSERVATION DIVISION

JERRY APODACA

PQST OFFICE BOX 2088
GOVERNOR SYATE LAND OFFICE BUILDING
) SANTA FE. NEV/ MEX
NICK FRANKLIN October 20 ’ 1978 1505) 827-2::3(«)187501
SECRETARY .

Mr. Doylc Hartman

Suite 508

C & K Petroleum Building
Midland, Texas 79701

Re: Extension of Time
Order No. R-5767

Dear Mr. Hartman:

Reference is made to your letter of September 21, 1978, copy of
; which arrived today, requesting an extension of time in which to
; commerce the drilling of the unit well on the lands pocled by Order
i No. R-5767. This order requires the unit well to be commenced by
; October 1, 1978, and it is our understanding that you are negotiating
with certain of the pooled parties in order to work out an amicable

agreement with them. You have therefore delayed commencing the unit
well. - ‘

Your request for an extension of time until December 1, 1978,
in which to comuence the drilling of a well on the W/2 NE/4 of
Section 36, Township 24 South, Range 36 East, Lea County, New Mexico,

is hereby approved.
,fxyery truly yogpsi:)

\4@%)/”// |
I/l d .
"/ JOE D. RAMEY

' Division Director

JDR/DSH/0g

cc: 0il Conservatior Division
Box 1980
Hobbs, New Mexico

ke

RECEIVED oci 2 5 1975
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DOYLL, HARTMAN
' Oil Operaotor
SUITE 508

C & K PETROLFUM BUILDING

MIDLAND, TEXAS 79701

10135 684-4011t

September 21, 1978

Energy and Minerals Department
0i1 Conservation Division

P. 0. Box 2088

Santa Fe, MNew Mexico 87501

Re: Case 6264
Order R-5767
W/2 NE/4 Sec. 36,
7-24-5, R-36-t,
Lea County, N. M.

Attention: Mr. Dan Nutter

Gentlemen:

Reference is made to our telephone conversation today
concerning the above noted case in which the NMOCC's
Order (No. R-5767) dated July 17, 1978, provided for
the proposed well to be commenced by October 1, 1978.

Some of the force-pooled parties, representing a sub-
stantial interest, are attempting to work out a mutually
agreeable arrangement with me as to their interest

in the well. 1 am making every effort to accommodate
these parties, but have encountered fairly complicated
legal problems with their attorney. . These problems
are taking more time than anticipated resulting in

an unforeseen delay in commencina the proposed well.
As a matter of fact, I am drilling other previously
unscheduled wells in an effort to keep control of the
rig with which 1 pian to driii on the force-pooled
tract.

Phillips Petroleum Company, which voluntarily farmed
out one half of our proposed 80-acre Jalmat proration
unit, is agreeable to an extension of time to allow
me to settle these problems.

Therefore, 1 respectfully request an extension of time
under Order No. R-5767 until December 1, 1978, in which

to commence a well.

Your consideration will be very much appreciated and
please let me hear from you as soon as ic conveniontly
ossible,

P Yours vedy truly,

™~

! — .
S M’

Doyle Hdraman



“ JAMES A D/\V!DSON
Oil & Gac Properties
P.O BOX 494

MIDLAND, TEXAS 79702
(91S) IRZ2-CAR? — OFFICC

tnd 5412 - RESIDLNCE AUgUSt 10, 1978

Mr. Phillip R. Bishop

Attorney at Law

1500 First National Bank Building
Fort Worth, TX 76102

Re: Millard Deck
Farmout ,
W/2 NE/4 Sec.36,
T-24-S, R-36-t
Lea County, N. M.

Dear Mr. Bishop:

Please refer to our phone conversation yesterday regarding
the farmout letter dated June 19, 1978, covering the above
acreage.

The deal made with Mr. Deck was (as to his working interest
in this tract) that he would convey to Mr. Hartman a 70%
net revenue interest and retain a 30% gross override, which

, override would bear all present royalty and other burdens,
; if any.

A 70% net revenue interest is extremely low and we made this
offer in an attempt to work out this matter as fast as
possible and drill the well. We think this was clearly

set out in the farmout letter that was submitted to you (copy

attachid hereto and please refer to the underlined part on
page 2).

We feel that your_ngegpﬁfj_confuses a net override (of, for
“example, bZ or 1716) with™a gross override of 30% that 15 Lo
“bear all royalty and other burdens.

For example, assume under vour farmnut letter that Mr  Dock
T owns 300% of the working interst with 1/8 royalty and 1/8
; override {ie, 100% working interest on 75% net revenue interest):

(a) The revenue interest is 75% (per your paragraph

stating: "If the revenue interest ... is less
than 100% ..." and the computation would be as
follows:

75% x 30% = 22,5% net override to D
12.5% royalty

1 A
12,8% override

ack

i . 47.5% total overrides and
;« { . royalty




. e

Mr. Phillip R. Bishop
Page 2
August 10. 1978

{b) This Yeaves the net revenue interest for Hartman
at 52.5% (rather than 70% as agreed to).

Therefore we respectfully request that you allow us to
amend the farmout letter to provide that Mr. Hartman re-
ceive a 70% net revenue interest on the actual working
interest farmed out by Mr. Deck (which we believe is 27/32
gross working interest).

Your consideration will be very much appreciated and please
1et us hear from you as soon as pessible.

Very truly yours,

James A. Davidson

JAD/my

cc: Mr. Millard Deck
. 0. Box 1047
Eunice, N. M. 88231

Mr. Doyle Hartman :
508 C & K Petrolteum Buildin
Midland, TX 79701
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IPMFEKA SANA Case © | - OfConsarwton

4-PA43295260 89/17/79 ‘

ICS IPMBNGZ CSP

8173354911 TDBN FORT WORTH TX 68 05-17 aznap FST

PNS RICHARD L STAMETS RPT DLY MeH -

STATE LAND OFFICE |

SANTA FE WM |

_REFERENCE: SECTION 36, TOWNSHIP 24 SOUTH, RANGE 36 EAST, LEA COUNTY,
NEW MEXICO |

" MILLARD DECX GIL COMPANY WILL AGREE TO PODL THE SOUTHEAST OUARTER OF
" THE NORTHWEST QUARTER OF SECTION 36 WITH DOYLE HARTMAN 'S ACREAGE IF

" HARTMAN'S PENDING APPLICATION FOR FORCED POOLING 1S WITHDRAWN.

SHELL OIL COMPANY NAS INFORMED ME THAT ITS FORMAT OF THIS ACREAGE TO

MILLARD DECK OIL COMPANY SHOULD BE FORTHCOMING BY OCTOBER 1, 1975,

NIL‘ ARD DECK OIL CO BY: MILLARD DECK, PREQIDE\NT
‘1508 FIRST NATIONAL BANK BLDG
_FORT HORTH TX 161082 -

1413 EST

~ IPMFEKA saNA - R




AUTHORITY FOR EXPENDITURE
DETAIL WELL ESTIMATE

LEASE NO. — APPR.NO. .
LEASE NAME _Custer State Com WELL No. _1 e WL 12002
CcoUNTY __ Lea sTate _ New Mexico FIELp _Jalmat Gas Pool
LOCATION: NW/4 NE/4 Section 36, T-24-S, R-36-E
DHHllNulNTANGmLES PRODUCER DRY HOLE
1. Drilling Cost __3400 Feet @ 12.97 _ Pper Foot 44,100 44,100
2. Day Work 2 days @ 3200/day
6,400 6,400
3. Coring Service Well Surveys 6000 6,000 6,000
4. Testing
5. Fuel Water - 7,000 7,000
7. Cementing Servica Cement ______ Floats 12,000 3,000
8. Company Labor Contract Labor 600 300
9. Digging Pits Filling Pits 700 —
10. Roads & Location_ 6000 Oredging & Grading 6,000 _. _ 6,000
11, Acidizing 4000 Fracturing 30,000  Perforating 1,700 35,700 --=
12. Plugging -=- 2,000
13. Trucking Cost r 700 300
14. Devolopment Superintendence 20 days @ $__ 250 /day 5,000 2,800
15. Rental Equipment 2,000 500
16. Swabbing and Testing _6 days @ 700/day 4,200 ---
17. Other Costs Abstract, title opinion, etc, 3,000 3,000
pit lining 1,200 1,200
other 6,000 6,000
Total Intangibles 145,600 93,600
WELL EQUIPMENT:
18. Casing 500 Ftof 8 5/8 @ 6.50 Per Ft
3450 Rt of 5 1/2 @ _4.56 Per Ft.
. @ Per Ft. 19,000 3,300
19 Tuhina _ 3400  Et of 2 38 @ 2.20 Pei L. ) 7,900 -
20. Casing Head 1,200 {5)09‘
21, Xmas Tree or Pumping Connsctions 2,800 300
22. Pumping Unit 15,000 —
23, Bogh% Moimﬂnnimﬂm,_lnansfommn,_mmer_hne_ 11,000 ---
24. Sucker Rods 6,000 -~
25. Pump 1,200 -
26. Tank Battery J.laiex:.mnk_and_mnnenQLms________ 8,000 -—
27. Separator or Dehydration Equip. 2,500 =
28, Mctering Egquipment
29. Flow Lines 1,500 ---
30. Oiher 1,U00 1,000
o “Total Tanyibles 77,100 5,200
TOTAL COST OF WELL 222.700 08,850
REMARKS: . The above cost estimate is based on a Jalmat Gas well completion. Please

notice under WELL EQUIPMENT that pumping equipment has been included in the

_cost estimate. Based on nearby wells, water production has been a problem

“over the Jaimat interval and a means of handling water should be inclnded

in a realistic cost estimate.

Originated by B el&- Title — .

pate August 1, 1979
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AAPL FORM 610

MODEL FORM OPERATING AGREEMENT —1956

Non-Tederal Lands

OPERATING AGREEMENT

DATED

August 31 | 1979

FOR UNIT AREA IN__W/2 NE/4 Section 36, Township 24 Sbuth, Range 36 East N.M.P.M.

Lea COUNTY, STATE OF_New Mexico

AMERICAN ASSOCIATION OF PETROLEUM LANDMEN

APPROVED FORM. AAPL NO. 610

MAY BE ORDERED DIRECTLY FROM TYHE PUBLISHER

KRAFT8ILT PRODUCTS, BOX 800, TULSA 74101
e m STAMETS

REFOLL ‘ SDVESION
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A.ADP.L FORM 610

OPERATING AGREEMENT

THIS AGREEMENT, entered into this___31St_ day of August 19_79 . between
Doyle Hartman

hereafler designated as “Operator’, and the signalory parties other than Opera(dr.

WITNESSETH, THAT: .

WHEREAS, the parties to this agreement are owners of oil and gas leases covering and, if so indicated,
unleased mineral interests in the tracts of land descrited in Exhibit "A"™, and all parties have reached an
agreement to explore and dcvelop these leases and interests for oil and gas to the extent and as hereinafter
provided;

ﬁOW, THEREFORE, it is agreed as follows:

1. DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribéd 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 {o as “it” or “they’, whether the parties be cor-
porate hodies, partnerships, associations, or persons real. )

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

(4) The term *oil and gas interests” shall mean unleased fee and mincral 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 Jands, oil and gas leasehold interests and oil
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 inferests are described in Exhibit “A”.

(6) The term ‘drilling unit” shall mean the area fixed for> the drilling of one well by order or rule of any
state or federal body having authority. If a drilling unit is not ﬁxcé by any such rule or order, a drilling
unit shall be the drilling unit as established by the patiern of drilling in the Unit Area or as fixed by ex-
pres§ agreement of the parties. V

(7) AN exhibits attached to this agreement are made a part of the contract as fully as though copicd in full
in the contract. '

(8) The words “equipment” and “materials” as used here are synonymous and shall mean and include all

oil field supplies and personal property acquired for use in the Unit Area.

2 TITLE ENAMINATION, LOSS,OF LEASES ANP Ol 2 XBGASANIEES on wil be
A. Title Examination: fyrniched on request. Cost of title examination will be charged to
—Wbﬁm&?féﬂ%gme-to-leasesrouo-eiLand—gas—inteFest&—meMaz—&ie—te—the—Jeay-
doveritgdhe Jand uoven which the exploratary well is 1o be drilled in accordance with Section 1, shall be'é#amq
i}]ed on%ﬂ{le abstract record by Operalor's altiorney, and the title to both the oil and ga‘éu‘lease and td
tH’xe fee title of lhemurs\must be approved by the examining attorney, and accepted by all ’parties. A copy o
the examining altorney’'s opinion shall be sent to each party immediately after‘ihé opinion is written, and
41s0, each party shall be given, as tivea_are written, a copy of all subsgquéﬁ/t/supp]emental aitorney’s reports
A good faith effort to salisfy the examininga{{orney's requirequ(éﬂall be made by the parly owning thq
lkase covering the drillsite. L
1{ title to the proposed drillsite is not apprf)/v_ed by

or a malerial reason, and all the [;arties'do ot accept the title;

that case, come to an end and all parlies shall then forfeit their rights and elieved of obligations here

)
)
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L#ndcr. If a new drillsite ‘is selecled, tille to the oil and gas lease covering it and to {
shall be examined, and title shall be approved or accepted or rejected in like manner as proﬁdd\abive con

dorning the drillsite first selected. 1f title to the oil and gas lease covering the second chelice dr.‘!!szwi\:

w
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“Individual Loss”
Revised 1967

the
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¢ Mﬁppmt&mmp&éwﬁmﬁhrpmieﬂﬂkwm;ﬁhﬂrﬂhﬂw‘
grlllme rrsRe}ected so also with successive choices if the time colnes lhal the m[tx/cs/Jxave”not approveg
itle and are unable to ag?@llpo n alternate drillsite, the contract shall h'ﬂﬁse and at that time, comﬂ

fo an end and all parties shall forfeit their 1ig d be vcli of obligations under this contract.
U No well other than the first fest sha : Wtil after (1) the title {o the leasd
g dovering the lands upon whigheut® well is to be located has been examined by-Operator’s attorney, and (2]

\\
the title has approved by the examining attorney and the title has been accepied by\nl}\of\tbe partie!
—
W e—to-participate-in-the drilling-of-the-well——— T

B. Failure of Title:

Should any oil and gas lease, or interest therein, be lost through failure of titlz, this agrecement shall,
nevertheless, continue in force as to all remaining leases and iﬁlcrests, and
(1) The party whose lcase or interest is affecled by the title failure shall bear alone the entire loss and it

shall not be entitled to recover from Operator or the other parties any development or operating costs

which it may have theretofore paid, but there shall be no monetary liability on its part to the other par-
ties hereto by reasen of such title failure; and

{2) There shall be no retroactive adjustment of expenscs incurred or revenues received from the operation

O p—

of the inierest which has been lost, but the interests of the parties shall be revised on an acreage basis,
as of the lime i is delermined finally that til]eA failure has occurred, so that the interest of the party
whose lease or interest is affected by the title failure will thereafter be reduced in the Unit Area by the
amount of the interest lost; and

(3) If the proportionate interests of the other parties hereto in any producing well theretofore drilled on
the Unit Area is increased by reason of the {itle failure, the parly whose title has failed shall receive
the proceeds altributable {o the increase in such interests (less operating costs attributable thereto)
until it has been reimbursed for unrecovered costs paid by it in connection with such well; and

(4) Should any person not a party to this agreement, who is delermined to be the owner of any interest in
the title which has failed, pay in any manner any part of the cost of operation, development, or equip-

ment, or equipment previously paid under this agreement, such amount shall be proportionately paid to

the party or parties hereto who in the first instance paid the cosls which are so refunded; and
{5) Any liability 1o account to a third party for prior production of oil and gas which arises by reason of

title failnre shall be borne by the party or parties whaose {itle Jfaited in ihe some proportions in which

they shared in such prior production.

C. Loss of Leases for Causes Other Than Titlle Failure:

If any lease or interest subject to this agreement be lost through failure to develop or bocause express

or implied covenants have not been performed, or if any lease be perinitied {o expire at the end of its primary

term and not be renewed or extended, or if any lease or inferest thercin is lost due Lo the fact that the produc-
tion therefrom is shut in by reason of lack of market, the loss shall not be considered a failure of itle and all
such Josses shall be joint losses and shall be borne by all parties in proportion {o their interests and there shall

be no readjustment of interests in the Unit Arca.

t H-any-pariy-eowns-an-unleased-oil-and-gas-interest-in-the-Unit-Area—thatdnterestshall-he-treated-Jorths
E purpose of this agicement_as if it were a leased interest under the form of i) and g ached as “Exhi/
bit “B” and for the primary term therein s s to such interests;the owner shall receive royalty on produc
{ion as prescribed in the form of oil and st attached hercélo= chibit “B”. Such parly shall, however
s be subject to all ovisions of this agreement relating to lessces, to the exlen at-d wns lhe lesseg
ll‘\.l’CJt.
4. INTERESTS OF PARTIES

Exhibit “A" lists all of the parties, and their respective percentlage or fraclional interests under this
agreement, Unless changed by other provisions, all cosls and liabilities incurred in eperations under this con-
tract shall be borne and paid, and all equipment and material acquired in operations on the Unit Area shall be

owned, by the parties as their interests are given in Exhibit “A"”. Al producti

[ i1 e Y
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gas fioin ihe Unil
Area, subject to the paymeni of lessor’s royalties, shall also be owned by the parties in the same manner.
-l

“Individual loss”
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_royalty, production payment, or other charge over and abave the usual ang-ecigthh (%) ro
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If the intercrt of any narty in any oit and gas lease covered by this agreement is subject to an overriding

gyally, such pariv shail
assume and alone bear all such excess obligations and shall account for them to the owners thereof out of its
share of the working interest production of the Unit Area.

5. OPERATOR OF UNIT

e Doyle Hartman _sha'! be the Operator of
the Unit Arca, and shall conduct and 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 s:ich operations in a good

and workmanlike manner, but it shall have no liability as Operator to the other parties for losses susiained,
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 employees 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.
7. TEST WELL
On or before the___1st __ day of__November , 1979__, Operator shall commence the drill-
ing of a well for oil and gas in the following location:

SW/4 NE/4 Section 36, Township 24 South, Range 36 East N.M.P.M., Lea County,
New Mexico

and shall thereafter continue the drilling of the well with due diligence to a sufficient depth to
thoroughly test the Jalmat Yates-Seven Rivers-Queen productive zones of the Jalmat

Field, or to a total depth of three thousand four hundred (3,400) feet, whichever
is the shallower depth.

unless granite or other practically impenetrable substance is encountered at a lesser depthor unless all parties

agree to complete the well at a lesser depth.

oroughly lo but not o e or.
% X 8 ﬁci rmahons encountered during drilling which give indica-

oun‘u-\k(\

Opelatm s'imu make reasoniable tests of

make a reasona

If in Operator's judgment the well will not produce oil or gas “b mvm quanléhes and it wishes to
o
plug and abandon the test as a dry hole, it shall firstlsecure the consent of all parties to the plugging, and the

well shall then be plugged and abandoned as promptly as possible.

3. COS1S AND EXPENSES
Except as herein otherwise specifically provided Operator shall promipily pay and discharge ali cosis
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 reg viiciiate shwsies upon ihe cosi and expense basis
provided in the Accounting Procedure attached hereto and marked Exhibit “C”. If anyv brovicion of Fu-
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 election, shall have the right from time to time to demand and recdeive 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 fer its share there-
of. Each such slatément and invoice for the payment in advance of estimated costs shall be submitted on or
before the 20th day of the nexi preceding month. Each party shall pay to Operator its proportionate share of
such estimate within fifteen (15) days after such estimate and invoice is received. If anytx&:értzefalls to Eag its
share of said estimate within said {ime, the amount due shall bear interest at the rate of 6i% percent (6%\ per
annum until paid. Proper adjustment shall he made monthly between advances and actual <osi, o the end

that each party shall bear and pay its proportionate share of actual costs incurred, and ne more,

—_3
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9. OPERATOR’S PLIEN

Operator is given a first and preferred lien on the interest of cach party covered by this contract, and
in cach party's interest in oil and gas produced and the proceeds thereof, and upon each party’s interest in ma-
terial and equipment, to secure the payment of alt sums due from cach such party to Operalor.

In the event any party fails to pay any amount owing by it to Orerater as its share of such costs and
expense or such advance estimate within the time limited for payment thereof, Operator, without prejudice to
other existing remgdies, is authorized, at its eleclion, to collect from the purchaser or purchasers of ail or gas.
the proceeds accruiﬁg to the working interest or inlerests in the Unit Areca of the delinquent party up to the
amount owing by such party, and cach 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 parlies and Operator,

within thirty (30) davs after the rendition of statements therefor by Operator, shatl proportionately contribute

to the payment of such delinquent indebtedness and the non-operatling parties so contribulinghshall b entitled
to the same lien rights as are granted to Operator in this section. Upon the payment by such delinquent or
, cdefaulting party to Operator of any amtl)unt or amounts on such delinquent indebtedness, or upon any recovery
i 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 tiieretofore made by them.

10. TERM OF AGREEMENT

This agreement shall remain in full force ‘and effect until the well hereinabove
provided for in Section 7 is completed and only as long thereafter as there is (a)
production from the area and depths covered by this agreement, or (b) there is a well
capable of production from such area and depths, or (c) drilling or workover operations
are being conducted on such area and depth after the well provided for in Section 7
has been drilled with no cessation of operations; provided, however, that in the event
the first well drilled hereunder results in a dry hole and no other well is producing

oil or gas in paying quantities from such area and depths, then at the end cof ninety
e (90) davs after the ahandonment nf the rivet taor wall o othic agraocmeont shall Ldiwmivacs
i unless one or more of the parties ~re then engaged in drilling a well or wells pursuant
i to Section 12 hereof, or all pirties have asreed ro drill an addiriecnal well or wells
under this agreement, in which event this agreement shall continue until such well or
wells shall have been drilled and completed. 1If production results therefrom, this
agreement shall continue in force as if said first test well had been productive in
paying quantities, but if production in paying quantities does not result therefrom
this agreement shall terminate at the end of ninety (90) days after abandonment of
such well or wells. 1t is agreed, however, that the termination of this agreement

f shall not relieve any party hereto [rom any liability which has accrued or attached

; prior to the date of such termination.

P

11. LIMITATION ON EXPENDITURES

Without the consent of all parties: (a) Na wel]l shall be drilled on the UUnit Aren oxeo
pressly provided for in this agreement and excepl! anv well drilled pursuant ta the nrovicions of Secticn
of this agreement, it being understood that the consent to the drilling of a well shall include consent to all
necessary expenditures in the drilling, testing, completing, and equipping of the well. including necessary
tankage; (b) No well shall be reworked, plugged back or deepened except a well reworked, plugged back or
deepened pursuant to the provisions of Sertion 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 expenditures in
conducting such operations and complating and equipping of said well to produce. including necessary tank-
age; (c) Operator shall not undertake any single project reasonably estimated {o require an expenditure in
excess of ___Twenty Thousand and No/100. .____ . .. __.______ . __. . Dollars ($20,000.00 @)
except in conneclion with a well the drilling, reworking, deepening, or plugging back of which has been pre-
viously authorized by or pursuant to this agreement; provided, however, that in case of explosion, fire, flcod,
or other sudden emergency, whether of the same or different nature, Operator may take such steps and incur
such expenses as in ils opinion are required to deal with the emergency and to safeguard life and property,
but Operator shall, as promptly as possible, report the emergency to the other parties. Operator shall, upon

request, furnish copies of its *“Authorily for Expenditures” for anv single project costing in ex-

- - MY AN AN
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12. OPERATIONS BY LESS THAN ALL PARTIES

If all the parties cannot mutually agree upon the drilling of any well on the Unit Area other than the
test well provided for in Section 7, or upon the reworking, deepening or plugging back of a dry hole drilled
at the joint expense of all parties or a well jointly owned by all the parties and not then producing in paying
quantities on the Unit Area, any parly or partics wishing to drill, rework, deepen t;r piug back such a well
may give the other parties writlen notice of the proposed operation, specifying the work lo be performed,
the location, proposed depth, objective formation and the estimated cost of the operation. The parties receiv-
ing such a notice shall have thirty {30) days (excepl as to reworking, plugging back or drilling deeper, where
a drilling vig is on location, the period shall be limited to forty-cight (48) hours exclusive of Saturday or Sun-
day) after receipt of the notice 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 te so reply to

it within the period above fixed shall constitute an clection 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 party or
parties being hercafter referred to as “Non-Consenting Party™), then in order to be entitled to the benelits
of this section, the party or parties giving the notice and such other parties as shall elect to participate in the
operation {(all such parties being hereafter referred to ar 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-

ation of the 48-hour period where the drilling rig is on location, as the case may be) actually commence work {

on the proposed operation and complete it with due diligence.

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
Palities. Consenting Parties shall keep the lease':iold estates involved in such operations free and clear of all
liens and encumbrances ot every kind created by or arising from the operations of the Consenting Parties. If
such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
cost. risk and exnence If anv well drilled  rewsrked, deepencd o plugged Liack under the provisions ol this
section results in a producer of oil and/or gas in paying quantities, the Consenting Parties shall complete and
cquip the well to produce at their sole cost and risk, and the well shall then be turned over to Operator and
shall be operaied 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 prrWSgio.ﬁs of this section, each Non-Consenting Parly shall be deemed to have relin-
quished‘to Consentling Parties, and the Consenting Parties shall own and be entitled to receive, in proportion
to their respective interests, all of such Non-Consenting Parly’s interest in the well, its leasehold operating

rights, and share of production therefrom until the procseds or morket valug ihered

- atsuig v e YaIUL
duction taxes, royalty, overriding royalty and other interests payable out of or measured by the production
from such well accruing with respect to such interest until it ¢

300%
(A) 884 of each such Non-Consenting Parly’s share of the cost of any newly acquired surface equipment
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beyond the wellhead connections (including, but not limited to, stock tanks, separators, treaters,
pumping equipment and piping), plus 1009% of cach such Non-Consenting Parly's share of the cost of
operation of the well commencing with first production and continuing until each such Non-Consenting
Party’s relinquished interest shall revert to it under other provisions of this section, it being agreed that
each Non-Consenting Party’s shave of such costs and equipment will be that interest which would have
been chargeable to each Non-Consenting Party had it participated in the well from the beginning of

the operation; and

<,

(B) 2&9": of that portion of the costs and expenses of drilling, reworking, deepening or plugging baclg
testing and completing, after deducting any cash contributions received under Section 25, and %&%
oi ihal portion of the cost of newly acquired equipment in the well (to and including the weltheagd
connections), which would have been chargeable to such Non-Consenting Party if it had particinated

therein,
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In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
be permitied to use, free of cosi, all casing, tubing and other equipment in the well, but the ownership of all
such equipment shall remain unchanged; and upon abandonment of a well after such reworking, plugging
back or deeper drilling, the Consenting Parties shall account for all such cquipment o the owners thereof,

with each parly receiving its praportionate part in kind or in vaolue,

Within sixty (4v3) days afler the completion of any operation \;n(lcr this section, the parly conducling
ihe operations for the Consenting Parlies shall furnish cach Non-Consentling Parly with an inventory of
the equipment in and connecied to the well, and an itemized stutement of the cost of drilling, deepening,
plugging back, lesting, completing, and equipping the well for production; or, at its option, the operaling
party, in lieu of an itemized stalement of such costs of operation, may submit a detailed stziement 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 lhe amount of proceeds realized from the zale of the well's working inlerest
praduction during the preceding month. Any amount realized from the sale or other disposition of equip-
meni newly acquired in connection with any such operation which would have been owned by a Non-Con-
senling Party had it participated therein shall be credited against the total unrelurned costs of the work done
and of the eguipment purchased, in determining when the interest of such Non-Consenling Parly shall revert

1o it as above provided; if there is a credit balance it shall be paid 1o such MNon-Consenting Party.

If and when the Consenting Parties recover from a Non-Consenling Party’s relinquished interest the
amounts provided for above, the relinquished interests of such Non-Consenling Partly shall automatically
revert to il and from and affer such reversion such Non-Consenting Party shall own the same interest in such
well. the operating righls and working interest therein, the material and equipment in or perfzining thereto,
and the production therefrom as such Non-Consenting Party would have ownéd had it participaled in the
drilling, reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be
charge‘d with and shall pay its proportionate part of the further cosis of the operation of said wel) in accord-

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

Notwithstanding the provisions of this Section 12, it is agreed that without the mutual consent of all
parties, no wells shall be compleled in or produced from a source of supply from which a well Jocaled else-
where on the Unit Area is producing, unless such well conforms to the then-existing well spacing patlern

for such source of supply.

The provisions of this section shall have no application whatsoever to the drilling of the initial test
well on the Unit Area, but shall apply to the reworking, deepening, or p)t;gging back of the initial fest well
afier 1i has been drilled to the depth specitied in Section 7, if it is, or thereafter shall prove lo be, a dry
hole or non-commercial 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 have the right to take in kind or separately dispose of its
proportionate share of all oil and gas produced from the Unit Area, exclusive of
production which may be used in development and producing operations and in prepar-
ing and treating oil for marketing purposes and production unavoidably lost. Each
party shall pay or deliver, or cause to be paid or delivered, all royalties, over-
riding royalties, or other payments due on its share of such production which it
takes or sells and shall hold the other parties free from liability therefor.

Any extra expenditures incurred in kind or separate disposition by any party of its
proportionate share of the production shall be borne by such party.

shall execuie such division orders and contracts as may be requirved
for the sale of its interest in production from the Unit Area, and shall be entitled
to receive pavment direct from the purechaser or purchaocers theresf for 1ts share of
all production.

Each part

+

YV




_right, subject to revocation at will by the party owning il bt ngt 4
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In the event any party shatl fail to make the arrangicnients necessary to take in kind or scparately
dispose of its proportionate share of the oil and gas produced from the Unit Arca, Operator shall have the
ic obligatlon, o purchase such oil and
gas or sell it to others for the time being, at not less than the miarket price prevailing in the area, which
shall in no event be less than the price which Operator receives for its portion of the oil and gas produced
from the Unit Area. Any such purchase or sale by Operator shall be subject always to the right of the
owner of the production o exercisc at any time its right to take in kind, or separately dispose of, its share of
all oil and gas not previously delivered to a purchaser. 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 interded sale,

14. ACCESS TO UNIT AREA

Eack parly shall have access to the Unit Area at all reasonable times. al its sole risk, to inspect or
observe operations, and shall have access at reasonable times to information pertaining to the development
or operation thereof, including Operator’s books and records relating thereto. Operator shall, upon request,

£ b -3
1wl O

har paities with copies of ali driiling 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 cutlings taken from any well dritled on the Unit Area.

.
furnish each o

15. DRILLING CONTRACTS

All 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 wriling before drilling operations are commenced, and such
work shall be performed by Operafor under the same terms and conditions as shall be customary 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 3l parties; provided, however,
if all parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender .
io each ot the other partics its propartionale share of the value of the well’s salvable material and equip-
m.ent, determined in accordance with the provisions of Exhibit “C", less the estimated 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 to quantity, quality, or fitness for use
of the equipment and material, all of ils interest in the well and itc prninmeont 4oocthor With 1 Interest n

the leasehold cstate as to, but only as lo, 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 well is located.
The payments by, and the assighments to, the assignees shall be in a ratio based upon the relationship of
their respective percentages of participation in the Unit Area to the aggregate of the percentages of partici-
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 accionment tha acelenars 2hgll HaVe fiv {wrihios respunsiviity, itaolilty, or interest in the

operation of or production from the well in the interval or intervals then open. Upon request of the assignees,
iniie to operale the assigned well for the account of the non-abandontng parties at the
1ales and charges contempiated by tius agreement, plus any additional cost and charges which may arise as

the result of the separate ownership of the assigned well.

—_
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“17. DELAY RENTALS AND SHUT-IN WELL PAYMENTS

Delay rentals and shut-in well payments which may be required under the terms of any lease shall be
paid by the parly who has subjected such lease to this agreement. at its own expense. Proof of cach payment
shall be given to Operator at least ten (10) -days prior to ihe rental or shut-fn \\ell ;):-Q-ﬂl;uorvxt date. Operator
shall furnish similar proof 1o all other purties concerning paj'mellls it makes in connection with ils Jeases. Any
parly may request, and shall be entitled to receive, proper evidence of all such payments. H, through mistake
or oversight, any delay rental or shut-in well payment is not paid or is erroneously paid, and as a result a lease
or inierest therein terminates, there shall be no monetary liability against the parly who failed to make such
payment. Unless the party who faiied to pay a rental or shul-in well payment secures a new lease covering the

same inlerest within ninely (90G) days from the discovery of the failure (0 make proper-pavment, the inferests

and the party who failed to make proper pa.\'mcﬁl will no longer bie credited with an interest in the Unit Area

!
!
|
of the parties shall be revised on an acreage basis effective as of the da*e of termination of the lease involved, l

on account of the ownership of the lease which has terminated. In the event the parly who failed 1o pay the

» rental or the shut-in well payment shall not have been fully reimbursed. at the time of |'he loss, from the pro-

ceeds of the sale of oil and gas a}lribulab]e 1o the lost interest, .calculated on an acreage basis, far the develop- ]
ment and operaling costs Lheretofore paid cn account of such interest. it shall be reimbursed for unrecovered |
actual cosis theretofore paid by it (bul not for ils share of the cost of any dry hole previously drilled or wells |
previously abandoned) from so much of the following as is necessary 1o effect reimbursement:

R B B T P NPyE Y Lles ot mie oo s -
a‘ Gis and £35,:035 OGRETraung TRPEises, tmticwo

oie acciued lo the credit of the losi inierési. on
an acreage basis, up to the amount of unrecovered costs:
(2) proceeds, less operating expenses thereafter incurred attributable to the lost interest on an acrcage
basis. of that portion of oi! and gas theicafter produced and minketed (excluding production from any
wells thereafter drilted) which would, in the absence of such lease fvrmination. be attributable to the
lost interest on an acreage basis, up 10 the amount of unrecovered costc the ywocceds of <aid portion of
the oi] and gas {o be contribuied by the other parties in proportion to their respective interests:; and ‘
(3) any moneys, up to the amount of unrecovered costs, thal may be.pnid by any parly who is, or becomes,
the owner of the interest lost, for the privilege of parlicipating in the Unit Area or becoming a party to

this contract.

Operator. shall atlempt {o notify all parties when a gas well is shul-in or relurned to production, but

§ assumes no liability whatsoever for failure to do so.

tercsts
cerning ils propo¥

be ready, willing and able Whe purchase price. and all mhm‘th offer. The other partic
o i

<hal)l then have an optional prior n or a period of ten {10) daye<Titer veceipt of the nolice. 1o purchasé

T

|
|
1 sale, which shall include the name and address of the prospective chaser (who mus 4
\
|
|

on the same terms and conditions the inferest Wi parly proposes 1o sell: and, if this optional righ
¥ sed inlerest in Lhe propertions that !he. interest of
cach bears 1o the total inlerest of all hasing parties. HOMC shall be no preferential richt 10 pur
) wirasv i ihost cases wiiere gpy-party wishes 1o mortgage its interests, or to dispgse of its inlerests by mergexl.
/ beorgantza m sale of all of its assels, or a sale or transfer of its iniC

theidiary ¢f 5 parent comps ¥, or o any company in which any one partywswns a ma

k is exercised. the purchasing parties shall share {
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13. SELECTION OF NEW OPERATOR

Should a sale be made by Qperator of its rights angd interests, the other partics shall have the right
within sixty (60} days after the date of such sale, by majority vote in interest. lo sclect a new Qperator. If
a new Operator is not so seiccied. the wransieree of the present Operator snall assume the duties of and acl as
Operator. In cither case, the retiring Operator shall continue to serve as Opcrator. and discharpe its dulies

in that capacity under thic agreement, unti) ils succescar Opevator i selected and beging to functiorn, but

Py

~
N

present Operator shall not be obligated to continue the performance of its duties for more than 120 davs after

the sale of its rights and interests bas been completed.

—_—g
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20. MAINTENANCE OF UNIT OWNERSHIP

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by
this contract, and notwithstanding any other provisions 1o the contrary, no party shall sell, encumber, transfer
or make other disposition of its interest in the leases embraced within the Unit 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 i the Unit Area.

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 parly 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 loint
expenses, and to deal generally with, and with power to bind, the co-owners of such party's interests within
the scope of the operations embraced inr 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 p

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 upon written notice of not
less than ninety (80) days given to all other parties. In this case, all parties to 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 agrecement. 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. FEach partv shall ‘ho' resnongible
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 Operator in Section 9 is given to se-
cure only the debts of each severally. It is not the inteniion of the parties to create, nor shall this agreement

be construed as creating, a mining or other partnership or association, or te render them lable as pariners.

23. RENEWAL OR EXTENSION QOF LEASES
If any party secures a renewal of any oil and gas lease subject to this contract, cach and all of the other
parties shall be notified promptly, and shall have the right to participate in the ownership of the renewal lease
by paying i{v ihe party who acquired it their several proper proportionate shares of the acquisition cost, which
shall be in proportion to the interests held at that time by the parties in the Unit Area.

If some, bhut legs than all, of the parties elect to participale in the purchase of a renewal lease, it shall

be ov;'ned 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 area to the aggregate of the percentages of participation in the unit
area of all parties participating in the purchase of such renewal lease. Any renewal lease in which less than

all the parties elect to participate shall not be subject to this agreement,

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

The provisions of this scction shall apply to renewal leases whether th‘ey are for the entire interest
ceverced by the expiring lease or cover only a portion of its area or an interest thercin. Any renewal lease
talton hefore the cunirztion of {4 picdoucsior vasy, or tazken or contracted for within six (8) months after
the expiration of the existing lease shall be subject to this provision; but any lease taken or contracted for
more ihan six (6) months after the expirvation of an cxisting lease shall not be deemed a renewsl! lease and

shall not Le subject o the provicions of this section.

The provisions in this section shall apply also and in like manner to extensions of oil and gas leases.
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24. SURRENDER OF LEASES

- The leases covered by this agreement, in so far as they embrace acreage in the Unit Area, 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 parties not agree or consent, the parly desiring to surrender shall assign, without express or implied

“warranty of title, all of its interest in such lease, or portion thereof, and any well, material and equipment

which may be located thereon and any rights in production thereafter secured, to the parties not desiring to
surrender it. Upon such assignment, the assigning party shall be relieved from all obligations thereafter ac-
cruing, but not theretofore acerued, with respect to the acreage assigned and the operation of any well there-
on, and the assignin.g party shall have no further interest in the lease assigned and its equipment and production.
The parties assignee shall pay to the party assignor the reasonable salvage value of the latter's interest in any
wells and equipment on the assigned a¢reage, 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 parly, the assigned interest shall be shared by thé parties assignee in the proportions

that the interest of each bears to the interest of all parlies assignee.

Any assignmen.t 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

If 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
drilling or other operation and shall be applied by it against the cost of such drilling or other operation. If
the contribution be in the form of acreage, the party to whom the contribution is made shall promptly execute
an assignment of the ~creage withont warranty of title, to all pariies ts this agieeineit in proportion to tneir
interests in the Unit Area.at that time, and such acreage shall become a part of the Unit Area and be governed
by all the provisions of this contract. Edch party shall promptly notify all other parties of all acreage or

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

26. PROVISION CONCERNING TAXATION

Each of the parties hereto elects, under the authority of Section 781(a) of the ¥nternal Rewenue Cede of
1954, to be excluded from the application of all of the provisions of Subchapter K of Chapter 1 of Subtitle A of
the income iax laws of the state or states in which the property covered
hereby is located contain, or may hereafter contain, provisions similar to those contained in the Subchapter of
the Inteihal Kevenue Code of 1954 above referred to under which a similar election is permitted, each of the
pariies agrees that such election shall be fzxercised. Each party authorizes ard directs 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 the Operator so to do, each party agrees to execute and join in such an election.

Operator shall render for ad valorern taxation all property subject to this agreement which by law
should be rendered for such taxes, and it shall pay all such taxes assessed thercon before they become delin-
quent. Operator shall bill all other parties for their proportionate share of all tax payments in {the manner
provided in Exhibit “C”.

If any tax assessment is considered unreasonable by Operator, it may at its discretion protest such valua-
tion within the time and manner prescribed by law, and prosecute the protest to a final determination, unless
all parlies agree to abandon the protest prior to final determination. When any such protested valuation shall
have been finaily determined, Operator shall pay the assessment for the inint account together with interest and

penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them. as nravidad
in Exhibit *“C”.

—10—




AARPL FORM 610

27. INSUIRANCE

At all limes while operations are conducled hercunder, Operalor shall comply with the Workmen’'s
Compensation Law of the State where the operations are being conducted. Operator shall 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 hereof. Operator shall require all contractors.engaged in work on or for the Unit Area

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 require.

In the event Automobile Public Liability Insurance is specified in said Exhibit “D”, or subéequently re-
ceives the approval of the parties, no direct charge shall be made by Operator for premiums paid for such in-

B ; surance for operator’s fully owned automotlive equipment.

28. CLAIMS AND LAWSUITS

If any party to this contract is sued on -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 prbmpt written notice of the suit to the Operator and all other parties.

The defense of lawsuils shall be under the general direction of a committee of lawyers representing the
i parties, with Qnerator's altorney hairman.  Suils may be seiiied 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. shall
be emploved in lawsuits involving Unit Area operations only with the consent of all parties; if outside counsel
is 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
individuai loss rather than a joint loss under prior provisiéms of this agreement, and all such suits shall be

handled by and be the sole responsibility of the party or parties cancerned

Damage claims caused by and arising out of operations on the Unit Area, conducted for the joint ac-

count of all parties, shall be handled by Operator and iis attorneys, the settiement of claims of this kind shall
be within the diserction of Operator so long as the amount paid 1n settlement ol any one claim does not excecu
i one theusand (31000.00) dollars and, if settled, the sums paid in settlement shall be charged as expense to

and be paid by all parlies in proportion to their then interests in the Unit Area.

29. FORCE MAJEURE

: If any party is rendered unable, wholly or in part, by force majeure to carry out its ohligations-under
this agreement, other than the obligntion to make money pay:uenis, ihai party shall give to all other parties
prompt written notice of the force majeure with reasonably full particulars concerning it: thereupon, the

nhlizvndingne nf L~ —-- (309

zations of tho garly giviag the WOy, ov far as ihey ave affecied Ly ihe force majeure, shalt be suspended

during, but no longer than, the continuance of the force majeure. The affected party shall use all possible
diligence to remove the force majeure as quickly as possible.

The requirement that any force majeure shall be remedied with ail reasonable dispatch shall not require
the settlement of strikes, lockouls, or other labor difficulty by the party involved, contrary to its wishes; how
all such difficulties shall be handled shall be entirely within the discretion of the party concerned.

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, lightning, fire, storm, flood, explosion, gov-
ernmental restraint, unavailability of equipment, and any other cause, whether of the kind specifically enum-

crated above or otherwise, which is not reasonably within the control of the party claiming suspension.

30. NOTICES

3
0
3}
-

uthiorized or required between the parties, and required by any of the nrovisions cf this
agreement, shall, unltess otherwise specifically provided, be given in writing by United States mail or Western

Union ‘Felegram, postage or charges prepaid, and addressed to the party to whom the notice is given at the
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-addrossos listed on Exhibit “A"™. . The arigivating notice lo be given under any provision hereof shall be deemed
given only when received by the party to whom such natice is directed and the time for such party to give any
notice in response thercto shall vun from the dale the originating notice is received. The second or any re-
sponsive notice shall be deemed given when deposited in the United States mail or with the Weslern Union
Telegraph Company, with postage or charges prepaid. Each party shall have the right to change its address

at any time, and from' time 1o time, by giving writieiy noticé ihéteof to all other parties.

31. OTHER CONDITIONS, IF ANY, ARE:

A. If any party hereto hereafter shall create any overriding Royalty, Production
payment, or other burden against its working interest production and if any
party or parties shall conduct “non-consent operations pursuant to any provision
of this agreement and, as a result, become entitled to receive the working interest
production otherwise belonging to the nonparticipating party, the party or
parties entitled to receive the working interest production of the nonparticipating
party shall recelve such. production free and clear of burdens against such
i production which may have been created subséquent to this agreement. In this
regard, any such interest which may have been created subsequent to this agreement
shall ipso facto terminate and vest in the consenting parties.

¢~}
(]
=

osts not of a minor nature caused by requirerents of the Federal Energy Regulatory
Commission and/or provisions of The Natural Gas Policy Act of 1978 shall be
charged to the Joint Account. This charge shall bz in addition to the regular
overhead charge.

C. Computer charges shall be made proportionately to the Joint Account. This charge
shall be in addition to the regular overhead charge.

[
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This agreemenl may be signed in counterpart, and shall be binding upon the parties and upon their heirs,

successors, representatives and assigns.

OPERATOR
DOYLE HARTMAN
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EXHIBIT "A"

Attached to and made a part of the Operating
Agreenent dated August 31, 1979 and covering
the W/2 NE/4 Section 36, Township 24 South,
Range 36 East, NMPM, Lea County, New Mexico
between DOYLE HARTMAN as Operator and J.A.
DAVIDSON, RICHARD W. STUMP et al as Non-Opera-
tors:

I. a) Land Subject to Agreemgﬁg

T-24-S, R-36-E, NMPM

Section 36: W/2 NE/4
(State of New Mexico Lease No. 10709)
Lea County, New Mexico

b) Depth Limitations

From the surface to a depth sufficient to thoroughly test the Jalmat-
Seven Rivers-Queen productive zones of the Jalmat Field, or to a depth
of three thousand four hundred (3,400) feet, whichever is the shallower
depth.

c¢) Drilling Unit for Initial Test

T-24-S, R-36-E, NMPM

Section 36: SW/4 NE/4
Lea County, New Mexico

IY, Percentages of Interests and Addresses of Partiles

Doyle Hartman, et al 100%
508 C & K Petroleum Building

Midland, Texas 79701

(915-684-4011)

EX“TRTT IIB"

There is no Exhibit "B".
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EXHIBIT e

Attached to wnd mude a part of . the Operating Agreement dated
August 31, 1979, and covering the W/2 NE/4 Section 36,
Township 24 South, Range 36 East, NMPM, Lea. County, \Iew
Movico hatwean nnulo _Hartman; as Operator, and J. A. Davidson,

Richard W. Stump, et al, as Non-—Operators.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Delinitions

“Joint Plopol ty"” shall mean the real and personai property subject to the agreement to which this Accounting
Procedure is attached.

i *Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Property.

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

; “Operator” shall mean the party designated to conduct the Joint Operations.
“Non-Operators” 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 Qperations is the direct
supervision of other employees 'md/m 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.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses 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 Accountants Socicties of North America.

g 2. Statement and Billings
: Operator shall bill Non-Operators on or before the last day of cach month for their proportionate share of the
H ! Joint Account for the preceding month. Such bills will be accompanied by statemes.'s which idenfify the anthor.
® ity tor expendrnure, jease or tacility, and all charges and credils, summarized by appropriate classifications of in-
i vosiment and expense except that items of Controllable Material and unusual charges and credits shall be sep-
E t arately identified and fully described in detail.
3 |

o

Advanecs 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 all bills within fifteen (15) days after receipt. 1f payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12%) per
annum or the maximum contract vale penmitied by ihe appiicable usury laws in the state in which the Joint
Property is located, whichever is the lesser, ptus attorney's fees, court costs, and other costs in connection with
the collection of unpai(l amounts.

ey bt Ak i i 1 YRV

4. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correci-
ness thereof; provided. however, all bills and statements rendered to Non-Operators by Operator during any
calendar year shall conclusively be presumed to be true and correct after twenty-four (24) months following
the end of any such calendar year, urless within the said twenty-four (24) month period a Non-Operator takes
written exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of Controllable Mate..al as provided for in Section V.

5. Audits

2k - A. Non-Operator, upon notice in wriling to Operator and all other Non-Opcerators, shall have the right to audit Ope-
rator’s accounts and vecords velating 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
Section 1. Where there are {wo or more Non-Operators, the Non-QOperators shall make every reasonable effort to
conduct joint or simultancous audils in a manner which will result in a minimum of inconvenience to the Opera-
tor. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph un]oes agreed
to by the Operator.

6. Approval by Non-Operators

Where an approval or other agrcement of fhe Parties or Non-Operators is expressly regnived undoer other gec.
tions of this .\ccoantmg l’m(mum and if the dpxocmont to which this Accounting Pr ocedure is attached contains

YJV 4
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II. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage as-
sessment® on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section 11. If percentage assessment is used, the rate shall be based on the Operator’s cost expeiience.

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

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

3. Employce 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 lo Operator’s labor
cost chargeable to the Joint Account under Parvagraphs 2A and 2B of this Section II shall be Operator’s actual
cost not to exceed twenty per cent {206

4. DMaterial

Material purchased or furnished by Operator for use on the Joint Property as provided under Section 1V. Only
such Aaterial shall be purchased for or transferred to the Joint Property as may be required for immediate use
and is reasonably practical and consistent with efficient and economical operations. The accumulation of sur-
plus stocks shall be avoided.

5. Transportation

; Transportation of employees and Material necessary for the Joint Operations but subject to the following limita-
| tions: C.

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 vailway receiving point where like material is normally available, untess agreed
i to by the Parties. - . I

B. I surplus Material is moved to Operator's warehouse or other storage pcint, no charge shall be made to the
Joint Acrount for a distance greater than the distance to the nearest reliable supply store, recognized barge
terminal, or railway receiving point unicss 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.

SORRPSRIINEP AP NI g

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

6. Scrvices

; The cost of contract services, equipment and utilities provided by oulside sources, except services excluded by
i Pavagraph 9 of Scction Il and Pavagvaph 1. ii of Seetion TH. The cost of prefessiena! consultant services and con-
l tract services of technical personnel directly engaged on the Joint Property if such charges are excluded from the

Overhead rales. The cost of professional consuliant services or contract services of technical personnel not di-
. recily enguged on the Joini Properiy shali not be charged to the Joint Account unless previously agreed to by
. the Parties. '

L ———— i, Pt bt a2

Dguipment and Facilities Furnished by Gperator

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

B.. In iicu of charges in Paragraph TA above, Opcerator may clect to use average commercial rates prevailing in
the immediate arca of the Joint Property less 204, . For automotive equipment, Operawor may elect to use rates
published by the Petroleum Motor Transport Association.

8. D:nnagcé and Losses to Joint Property

All costs or expenses necessary for the repaiv or replacement of Joint Property made necessary because of dam-
ages or losses incurred by fire, fload, storm. theft, accident, or other cause, except those resulting from Operator's
gross negligence or willful misconduct. Operator shatl fursnch Non-Operator written notice of damages or losses
incurred as soon as practicable after a report thereof has been 2ceived by Cperator.

9. Legal Expensc

Expense of handiing, investigating and scliling litigation or claims, discharging of liens, payment of judgments
and amounts paid for settlemicnt of chanos incurred in or resuiting from operations under the agreement or
necessary to protect or recover the Jomnt 'roperty, excepl that no chavge for services of Operator’'s legal staff
or fees or expense of outside attorneys shall be made unless previously awrced to bv the Parties. All other legnl
expense is constdered 1o be covered by the overhead provisions of Section TIT unless otherwise agreed to by the
Yarties, except as provided in Section I, Paragraph 3.

1. DIRECT CHARGES
Opceratar shall charge the Joint Acenunt with the toilowing items:
1. HKentals and Royaltics
Lease ventals and royalties paid by Operator for the Joint Operations.
2. Labor
A. (1) Salaries and wages of Operator’s field employeces directly employed on the Joint Property in the conduct
of Joint Operations.
(2) Salaries of First Level Supervisors in the field.
(3) Salarics and wages of Technical Employces directly employed on the Joint Property if such charges are
exclzded from the Overhead rates.
B. Opecrator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances- paid to
. employces whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section
B
I
2
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10.

11,

12,

1.

e
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Taxes

Al taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
tion thereef, or the preduction therefrom, and which taxes hiave been paid by the Operator for-the benefit of the
Partics. -

Insurance

Net premiums paid for insurance required to be carried for the Joint Opemnons for the plotcctlon of the Par_
ties, In the event Joint Operations ave conducled. in 2 state in-which Cpéiiior ‘may act as self-insurer for Work-
nici's Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
include the risk under its self-insurance program ard in that event, Opcrator shall include a charge at Operator's
cost not to exceed manual rates,

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of-this Section I1, or in Section 111,
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

HI. OVERHEAD

Overhead - Drilling and Producing Operations

i. As compensation for administrative, supervision, office services and warchousing costs, Operator shall charge
drilling and producing operations on cither:
( 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 salarics or wages plus applicable burdens and expenses of all personnel, except those directly chargeable
under Paragraph 2A, Scction II. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or malters before or involving governmental agencics shall be considered

as included in the Overhead rales provided for in the above selected Paragraph of this Section IIT unless such

cost and expense are agreed to by the Parties as a dirvect charge to the Joint Account.

il. The salarics, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall
not ( X) be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis

(1) Operator shall charge the Joint Account at the following rates per well per month:
Drilling Well Rate $.2,250.00
Producing Well Rete 3.225.00

(2) Application of Overhead - Fixed Rate Basis shall be as follows:
(a) Drilling Well Rate

[1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on
the date the drilling or completion rig is released, whichever is later, except that no charge shall
be made during suspension of drilling operations for fifteen (15) or more consecutive days.

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

[3} Charges for wells undergoing any type of workover or recompletion for a period of five (5) con-
secuiive days or more shali be made at the dritling well rate. Such charges shall be applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspenzion of operations for fifieen (15) or meore conscoutive

© days.

{b) Producing Well Rates

i1] An active well either produced or injected into for any portion of the month shall be considered
as a one-well charge for the entire month.

[2] Each aclive completion in a multi-completed well in which production is not commingled down
hole shall be considered as a one-well charge providing each 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 ene-well charge providing the gas well is directly connected to a per-
manent sales outlet,

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

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

(3) The well rates shall be adjusted as of the first day of April each ycar following the effective date of the
agreement to which this Accounling Procedure is attached. The adjustment shall be computed by multi-
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of
Crude Petrolepm and Gas Production Workers for the last calendar year compared to the calendar year
nrecoding na shawn by the index of average weekly carnings of Crude Petrolewn und Gas Ficlds

3 Tioduc~
tlon Wml/ms as pul)llk\cd by the United States l)vpd:tmcnl of Labor, Burcau of Labor Stalistics,101'__ti.\e
canivatent Cuna index ar published by Siatistios Canada, as applicable. The adjusted rates siall ve

thc mtm cunenlly in use, plus or minus the computed adjustment.
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(1) Operator shall charge the Joint Account at the following rates:

B. Overhead - Percentapge Basis

(a}) Development

- Percent ( ) of the cost of Development of the Joint Plopel ty excluswe of costs
,px ovuied undon Paragraph 9 of Section Il and all salvage credits. -

(b) Operating

e Pereent {52 ) of the cost of Operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 9 of Scction II, all salvage credits, the value of injected substances purchased
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min-
eral interest in and to ihe Joint Property.

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

For the purposc of determining charges on a percentage basis under Paragraph 1B of this Section III, de-
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com-
pleted as a producer,-and original cost of construction or installation of fixed assets, the expansion of fixed
assels and any other project clearly discernible as a fixed asset, excepl Major Construction as der.ned in
Paragraph 2 of this Section 1I1. All other costs shall be considered as Operating.

B=Oyerhead-~Major—Construetion :
TW&WQ\MO\ for overhead costs incurred in the construction and installation of fixe am
pansion of fixed asseis;-and 3 any other project clearly discernible as & fixed asset requit e devclopment and

operation of the Joint Propeérty;- Operator shall either negotiate a rate prior to
charge the Joint Account for Overhead based. -on the following rates

ginning of construction, or shall
any Major Construction project in excess

of & o TR
A. %% of total cosis 1f such costs av ore than $ __'_,_ . butlessthan$ __ ;plus
B. ___ % of total costs j rc’essﬁ:__________,but less thari™$i; OOQ% plus
c. % : costs in excess of $1,000,000.
3 smll mean the gloss cost ot‘ any one prolecl For the purpose of this paragm
a3t e res p ¢ e—-cost-ot vorkove aHS at-b

3. Amendment of Rates

The Overhead rates provided for in this Section I1I 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 excessjve.

1V. 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, such 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, ur saiv v cuisiders. Operaior 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 found to be defective or returned to vendor for ary other reason, credit shall be passed to the Joint
Account when adjustment has been received by the Operator.

2. Transfers and Dispositions

Malterial furnished to the Joint Property and Material transferred from the Jaint Property or dispesed of by the
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash 'dis-
counts:

A. New Material (Condition A}
{1) Tubular goods. excepl line pipe. shall be priced at the current new price in effect on date of moveme

e
maximum carload or barge load weight basis, regardless of quantlty transferred, equalized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property
where such Material is normally available.

(2) Line Pipe

(a) Movement of less than 36,000 pounds shall be priced at the current new price, in effect at date of
movement, as listed by a veliable supply store nearest the Joint Property where such Material is nor-
mally available.

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

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

B. Good Vsed Material (Condition B)
Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property
{(a) At seventyv-five pereent (75¢¢) of current new price, as determined by Paragraph 24 of this Section 1
(2) Material moved from the Joint Property

{a) AT sovonty fve poictat {75705 of currenit noew price, as delermined by Paragrapn 2A or this dection 1V,

if Malcx ml was ariginally charged (o the Joint Account as new Material, or

—_ —

.




Al

(b) at sixty-five pereent (6577) of current new price, as determined by DParagraph 2A of this Seclion

1V, if Material was orviginally charged to the Joint Account as [.,ood uxod \l.ltmnl at seventy-five per-
cent (75 \ of curvont I\Cur pri e,

The cosy ol recoiditioning, i .m\ ‘shall be absorbed \))' the transferring property.
C. Other Used Material (Condition C and D)
(1) Condition C

Material which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fifty percent (50¢:) of current new price as determined by Para-
graph 2A of this Scction IV. The cost of reconditioning shall be charged to the veceiving propeity, pro-
. vided Condition C value plus cost of reconditioning does not exceed Condition B value.

(2) Condition D

Al other Material, including junk, shall be priced at a value commensurate with its use or at prevailing
prices. Material no longer suitable for its original purpose but usable for some other purpese, shall be
priced on a basis comparable with that of items normally used for such other purposc. Operator may dis-
posc of Condition D Material under procedures normally utilized by the Operator withoul prior approval
of Non-Operators.

D. Obsolete Material

Material which is serviceable and usable for its original function but condition and/or value of such Material
' is not equivalent to that which would justily a price as provided above may be specially priced as agreed to by
‘ the Parties. Such price should resuit in the Joint Account being charged with the value of the service ren-
j dered by such Material. -

, E. Pricing Conditions

(1) Loading and unloading costs may be charged to the Joint Account at the rate ¢f fifteen cents (15¢) per
' hundred weight on all tubular goods movements, in licu of loading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section II.

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

3. Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes
or other unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the
required Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use,
and in moving il to the Joint Property: provided notice in writing is furnished ‘o Non-Operators of the proposed
j charge prior 1o billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and

notifying Operator within ten days after receiving notice from Operator, to furnish.in king ail or part of his share
of such Material suifable for use and acceptable to Operator. .

4. Warranty of Material Furnished by Operator

Operator does not warrant the Material furnished. In case of defeclive Malterial, credit shall not be passed to the
Joint Account untit-adjustment has been received by Operator from the manufacturers or their agents.

- ; V. INVENTGRIES
The Operator shall maintain detailed records of Controllable Maierial.
1. Periodic Inventories, Nolice and Representation

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

2. Reconciliation and Adjustment of Inventories

Reconciliation of a physical inventory with the Joint Account chall be made, and a Hst of oveiages and shoringes

shail be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, hut Operator shall be

held accountable only for shariages due 1o lack of reasonable diligence.

3. Special Inventorics

Spectat Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest 1akes

F; : place. In such cases. both the scller and the purchaser shall be governed by such invenlory.
4. Expense of Conducting Periodic Inventories
The expense of conducting periodic Inveniories shall not be charged to the Joint Account unless agreed to by the

o ‘ . Parlics.




. EXHIBIT "D"

_ Attached to and made a part of the Operating - o
Agreement dated August 31 1879 and covering the- w/z
NE/4 Section 36, Township 24 South, Range 36 East,

NMPM, lLea County, New Mexico between DOYLE HARTHAN
as Operator and J. A. DAVIDSON, RICHARD W. STUMP et
al as Non-Operators:

Operator,-at all times while operations are conducted hereunder,
shall carry, and require its contractors to carry insurance to indemnify,
protect and hold the parties hereto harmless as follows;

1. Insurance which shall comply with the Workmen's

Compensation, Employers Liability and Occupational
‘Disease lTaws of the State in which operations
hereunder are conducted;

; 2. Comprehensive general liability insurance with
; lTimits of not less than:

% A. Bodiiy Injury:

$100,000 per person and $300,000 for each
occurrence and,

B. Property Damage:

% $100,000 for each occurrence and $300,000 in
: the aggregate.

3. Automobile 1iability insurance with limits of not
less than:

- _ A. $100,000 per person and $300,000 per accident
S periaining to podily injury to, or death of
i persons; and,

B. $100,000 per accident pertaining to loss of,
or damage to, praperty.

Upon successful completion of first well, all premiums paid on such

| insurance shall be charged to the joint account. Excepi by mutua] consent

= - ) -
of the :O?ﬂ‘u 53 . no othey insu

PO

l")

i be maintained for the joint account,

and all losses not covered by such insurance shall be charged ts the joint

T e e

u\,\_uun\.

Operator shall not be liable to Non-Operator {s) for loss suffered on
account of the insufficiency of insurance carried, or of the insuror with
rﬂw‘ ‘ ' o whom carried, nor shall Operator be 1iable to Non-Operator (s) for any loss
o accruing by reason cf Operator's inability to provide or maintain the insurance
above mentioned; provided, however, that if at any time during the life of
this agreement Operator is unablie to obtaiﬁ or maintain such insurance, Operator

shall promptly notify Non-Operator {s) in writing of such fact.




Pago 2 of 6
Fxamluer Hearing - VWednesday - September 5, 1976 Docket No, 35-79

CASE_6645: Application of Depco Inc, for a unit agreement, Chaves County, New Mexico. Applicant, in the
above-styled cause, seeks approval for the Apache Springs Unit Area, comprising 31,199 acres, wove
or less, of State, federal, and fee lands in Townships 10, 11, and 12 South, Ranges 30 and 31 Fast.

CASE 6646: Application of Belco Petroleum Corporation for approval of infill drilling and simultancous dedfca-
tion, Eddy County, New Mexico. Applicant, {n the above-styled cause, seeks a waiver of existing well
spacing requirements and a finding that the drilling of {ts James Ranch Unit Well No. 10 to be
located in Unit R of Section 1, Township 23 South, Range 30 East, Morrow formation, is nccessary to
effectively and efficiently drain that portion of the proration unit which cannot be so drained by
the existing well,

CASE 6638: (Continued from August 22, 1979, Fxaminer Rearing)

Application of Ladd Petroleum Corporation for downhole commingling, Rio Arriba County, New Mexico.
Applicant, in the above-styled ~ause, seeks approval for the downhole commingling of Largo-Gallup
and Basin-Dzkota production in the wellbore of its Lindriti Well No. 24 lcocated in Unit F of Sec~-
tion 4, Township 26 North, Range 7 West.

CASE 6647: Application of 0. H. Berry for an unorthodox gas well locatfon, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of a Seven Rivers
well to be located 1650 fcet from the North line and 330 feet from the East line of Section 15,
Township 24 South, Range 36 East, Jalmat Gas Pool, the NE/4 of said Section 15 to be dedicated to
the well,

CASE 6648: Application of Morris R. Antweil for pool c¢reation and special pool rules, Lea County, New Merico.
Applicant, in_ the above-styled ~ause, seeks the creation of a new Mississippian oil pool for its
Landlady Well No. 1 located in Unit B of Section &, Township 12 South, Range 32 East, and special
rules therefor, including 160-acre oil well spacing and a 4,000 to 1 gas-oil ratio.

CASE 664%: Application of Morris R. Antweil for an unorthdox gas well location, Lea County, New Mexico.
Applicant, in the above-styled cause, secks approval for the unorthodox location of a Morrow test
well to be located 660 feet from the South line and 1980 feet from the East line of Section 5,
Township 12 South, Range 32 East, the Ef2 of said Section 5 to be dedicated to the well.

e
(TJI\SE, 6650: Application of Doyle Hartman for compulsory pooling, non-standard gas proration unit, and unorthodox

well location, Lea County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling
all mineral interests in the Jalmat Gas Pool underlying the W/2 NE/4 of Section 36, Township 24
South, Range 36 East, to form an 80-acre non-standard gas proration unit to be dedicated to a well
to be drilled at an unorthodox location 2310 feet from the North line and 1650 feet from the East
line of said Section 36. Also to be considered will he the cost of drilling and completing sai

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 6651: Application of Alpha Twenty-One Production Company for a non-standard prorationm unit, urorthodox
well location, and approval of infill drilling, Lea County, New Mexico., Applicant, in the above-
styled cause, seeks a waiver of existing well spacing requirements and a finding that the drilling

of its El Paso Plant Well No. 1 at an unorthodox location 1650 feet from the South line and 660
feet fram the Weat 1ine of Cactinn 37, Taumchin 23 Ciush Da-nn 37 Paze 3z¥ose Coz Dogl, d

L2250, JEiEEe W80 L0884, au

necessary to effectively and e;flcxently drain that portion of the non-standard proration unit, to
comprise the R/2 SW/4 of said Section 32, which caunot be so drained by the existing well.

CASE 6652: Application of Shell 0il Company for statutory unitizetion, Lea County, New Mexico. Applicant, in
the above-styled causez, seeks an order unitizing, for the purpose of a pressure maintenance project,
all mineral interests in the North llobbs Grayburg-San Andres Unit encompassing 10,650 acres, more ox
less, underlying all or portions ot the following lands in Lea County, New Mexico: Sections 13, 14,
23, 24, 25, 26, and 36, Township 18 South, Range 37 East; Sections 17 thru 21 and 27 thru 34, Town-
ship 18 South, Range 38 East. ’

The unitized interval would be the Grayburg-San Andres Formation betweer thz depths of 2,698 feat
and 4,560 feet in Shell's State A Well No. /, located in Unit H of Section 32, Township 18 South,
Range 38 East.,

Among the matters to be considered at the hearing will be the necessity of unit operaticns; the
designation of a unit operator;“the determination of the lorizontal and vertical limits of the unit
area; the determination of a “air; reaconable and cquitable 2llccaticn of preoduction and rasts of
production, including capital investment, to each of the various tracts in the unit area; the detex-
nination of credits and charges to be made among the variocus owiers in the unit area for their
investment in wells and equipment; and such other matters as may be necessary and appropriate for
carrying on efficient unit operations, including, but not necessarily limited to, unit veting pro-
cedures, sclection, removal, or substitution of unit operator, and time of commencement and termina-—
tion of unit operations. (This case will be continued to September 19, 1979.)




CAMPBELL AND BLACK, r.a.

LAWYERS
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JACK M, CAMPBELL POST OFFICE BOX 2208
BRUCE D. BLACK
MICHAEL B. CAMPBRELL ’\UG 1 1§} 1979 J JEFFERSON PLACE
WILLIAM F. CARR . SANTA FE. NEW MEXICO 87501
PAUL R. CALDWELL | __w,w—,..—-—*'t;"ow‘s‘oN TELERPHONE (508) 988442
H 5 A2y
OIL CONSERVATIO
SANTA FE

August 14, 1979

Mr. Joe D. Ramey

Division Director

0il Conservation Division

New Mexico Department of
Energy and Minerals

Post Office Box 2088

Santa Fe, New Mexico 87501

Dear Mr. Ramey:

Enclosed herewith, in triplicate, is the application
of Doyle Hartman for Compulsory Pooling, Unorthodox Well
Location and Non-standard Proration Unit, Lea County, New
Mexico.

Mr. Hartman requests that this case be set for the
examiners hearing to be held on September 5, 1979.

i
E Very truly yours,

(] L3

yyIry ve

William F. Carr

WFC:tn

Enclosure

ce: James A. Davidson
Post Office Box 494
Midliand, Texas 79702

T 2 e B e e e S




BEFORE THE
OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF THE APPLICATION

OF DOYLE HARTMAN FOR COMPULSORY

POOLING, UNORTHODOX WELL LOCATION CASE_(, L 50
AND NON-STANDARD PRORATION UNIT,

LEA COUNTY, NEW MEXICO.

APPLICATION

Comes now, DOYLE HARTMAN, by and through his undersignéd
attorneys and, as provided by Section 70-2-17, New Mexico Statutes
Annotated, 1978 Comp., hereby makes application for an order
pooling all of the mineral interests in the Jalmat formation in
aﬁd under the W/2 NE/4 of Section 36, Township 24 South, Range
36 East, N.M.P.M., Lea County, New Mexico. Applicant further
seeks approval of the 0il Conservation Division for an unorthodox

gas well location and a non-standard proration unit and in support

. . : T -
of thie applicaticn respectfully states:

1. Applicant has the right to drill and develop the W/2
NE/4 of Section 36, Township 24 South, Range 36 East, Lea

County, New Mexico.

2. Applicant seeks approval to drill a well to test the
Jalmat Gas Pool at an unorthodox well location 2310 feet

fod - - DAY VR I IO - 1 £
from the Norin Line and 1650

Section 36.

3. Applicant further seeks approval of an 80 acre non-

standard gas proration unit for said well.




4, Applicant seeks an order pooling all mineral interests

underlying said 80 acre track.

5. Pursuant to a farmout agreement dated May 6, 1969 Shell
0il Company assigned its interest in the NW/4 NE/4 of said
Section 36 to certain individuals. This assignment pro-

vided that on cessation of production the acreage governed

by the assignment would be reassigned to Shell.

6. As of the date of this application Shell 0il Company has
indicated that they will oppose this application for com-
pulsory pooling but to date applicant is unaware of any
reassignment of the interest to Shell. If the assignment
has been made Shell owns the mineral interests underlying
the NW/4 Ni/4 of said Section 36; if not, the property
belongs to those holding interests in the property through

the farmout agreement.

7. Applicant, therefore, has been unable to obtain the
consent of the following interest owners in the NW/4 NE/4

of Section 36 if the interest has not been reassigned to

Shell:

Name and Address Interest

Millard Deck and

Millard Deck 0il Co.

Post Office Rox 1047

Funice, New Mexico 88231 -----uc--- 27/32

General Petroleum Inc.
Post Qffice Box 840
Hobbs, New Mexico 88240 @ --------- 1/16

John Bryant
911 Silver Ave.
Hobbs, New Mexico 88240 @ --------- 1/16

M. F. Nelson
Post Office Box 603
Hobbs, New Mexico 88240 @ --------- 1/32




If the interest has been reacsigned to Shell, applicant
has been unable to obtain the consent of the following:
Shell 0il Company - 100% of the working interest
in the NW/4 NE/4 or 50% of the working interest

in the unit to be pooled.

8. Approval of this application will be in the best in-

terest of conservation, prevention of waste and protection

of correlative rights.

WHEREFORE, applicant prays that this application be set for
hearing before the Commission's duly appointed examiner and that
after notice and hearing as provided by law the Division enter its
order (1) pooling all of the mineral interests underlying the W/2
NE/4 of Section 36, Township 24 South, Range 36 East, N.M.P.M.,
Lea County, New Mexico, (2) approving a well at an unorthodox well
location 2310 feet from the North line and 1650 feet from the East
line of said Section 36 and (3) dedicating an 80 acre non-standard
proration unit to said well. Applicant further prays that the
OYJdiy Countalinn provisivns uesigunacing him operator of the well,
providing for him to recover his costs of drilling, equiping and
completing the well, his costs of supervision while drilling and

after completion, including overhead charges, and a risk factor

for the risk assumed by the applicant in drilling, completing an

=%

equiping the well and such other and further provisions as may be
proper in the premises.
Respectfully submitted,

CAMPBRELL AND BLACK, P.A.

> William F. C

illiam F. Carr
Post Office Box 2208 i\\\\
Santa Fe, New Mexico 87501
Attorneys for Applicant




. LEA COUNTY, NEW MEXICO.

; attorneys and, as provided by Section 70-2-17, New Mexico Statutes
Annotated, 1978 Comp., hereby makes application for an order
" pooling all of the mineral interests in the Jalmat formation in

. and under the W/2 NE/4 of Section 36, Township 24 South, Range

- gas well location and a non-standard proration unit and in support

of cthis application respecttully states:

BEFORE THE
OIL CONSERVATION DIVISION
NEW MEX1CO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF THE APPLICATION
OF DOYLE HARTMAN FOR COMPULSORY
POOLING, UNORTHODOX WELL LOCATION CASE (;CpﬁﬁO
AND NON-STANDARD PRORATION UNIT, :

APPLICATION

Comes now, DOYLE HARTMAN, by and through his undersigned

36 East, N.M.P.M., Lea County, New Mexico. Applicant further

seeks approval of the 0il Conservation Division for an unorthodox

1. Applicant has the right to drill and develop the W/2
NE/4 of Section 36, Township 24 South, Range 36 East, Lea

County, New Mexico.

he

2. Applicant seeks approval to drill a well to test
Jalmat Gas Pool at an unorthodox well location 2310 feet
from the North line and 1650 feet from the East line of said

Section 36.

3. Applicant further seeks approval of an 80 acre non-

standard gas proration unit for said well.




4. Applicant seeks an order pooling all mineral interests

underlying said 80 acre track.

5. Pursuant to a farmout agreement dated May 6, 1969 Shell
0il Company‘assigned its interest in the NW/4 NE/4 of said
Section 36 to certain individuals. This assignment pro-

vided that on cessation of production the acrew.ge governed

by the assignment would be reassigned to Shell.

6. As of the date of this application Shell 0il Company has
indicated that they will oppose this application for com-
pulsory pooling but to date applicant is unaware of any
reassignment of the interest to Shell. TIf the assignment
has been made Shell owns the mineral interests underlying
the NW/4 NE/4 of said Section 36; if not, the property
belongs to those holding interests in the property through

the farmout agreement.

7. Applicant, therefore, has been unable to obtain the
consent of the following interest owners in the NW/4 NE/4

of Section 36 if the interest has not been reassigned to

Shell:

Name and Address Interest

Millard Deck and

Millard Deck 0il Co.

Post Office Box 1047

Eunice, New Mexico 88231 --------- 27732

General Petroleum Tne.
Post Office Box 840
Hobbs, New Mexico 88240 @ ---eecew--- 1/16

John Bryant
911 Silver Ave.
Hobbs, New Mexico 88240 @ --------- 1/1¢

M. F. Nelson
Post Office Box 603
Hobbs, New Mexico 88240 =~ --------- 1/32




If the interest has been reassigned to Shell, applicant

! has been unable to obtain the consent of the following:
Shell 0il Company - 100% of the working interest

in the NW/4 NE/4 or 50% of the working interest

in the unit to be pooled.

) i
o

8. Approval of this application will be in the best in-

terest of conservation, prevention of waste and protection

1
|
N [ of correlative rights.

WHEREFORE, applicant prays that this application be set for
hearing before the Commission's dulv appointed examiner and that
after notice and hearing as provided by law the Division enter its
order (1) pooling all of the mineral interests underlying the W/2

NE/4 of Section 36, Township 24 South, Range 36 East, N.M.P.M.,

Lea County, New Mexico, (2) approving a well at an unorthodox well
location 2310 feet from the North line and 1650 feet from the East
ilne of said Section 36 and (3) dedicating an 80 acre non-standard
proration unit to said well. Applicant further prays that the

B S I R T S
Cr contain ProOVLSLOIlS Gcoigndiilig daim Splilavdy i Tie wead,

\ providing for him to recover his costs of drilling, equiping and
. completing the well, his costs of supervision while drilling and

after completion, including overhead charges, and a risk factor

i E for the risk assumed by the applicant in drilling, completing and

; equiping the well and such other and further provisions as may be

proper in the premises.
i Respectfully submitted,

! CAMPBELL AND BLACK, P.A.

; \{/ ‘ . .

b ! By MMO{QE)’A -
- ; William F. Carr

? Post Office Box 2208 \\\\\\\

! Santa Fe, New Mexico 87501

| Attorneys for Applicant
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BEFORE THE
OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT CF ENERGY AND MINERALS

IN THE MATTER OF THE A2PLICATION

OF DOYLE HARTMAN FOR COMPULSORY

POOLING, UNORTHODOX WELL LOCATION CASE_ ((,50
AND NON-STANDARD PRORATION UNIT,
LEA COUNTY, NEW MEXICO.

APPLICATION

Comes now, DOYLE HARTMAN, by and through his undersigned
attorneys and, as provided by Section 70-2-17, New Mexico Statutes
Annotated, 1978 Comp., hereby makes application for an order
pooling all of the mineral interests in the Jalmat formation in
and under the W/2 NE/4 of Section 36, Township 24 South, Range
36 East, N.M.P.M., Lea County, New Mexico. Applicant further

seeks approval of the 0il Conservation Division for an unorthodox

- gas well location and a non-standard proration unit and in support

of this application respectfully states:

1. Applicant has the right to drill and develop the W/2
NE/4 of Section 36, Township 24 South, Range 36 East, Lea
6ounty, New Mexico.

2. Applicant seeks approval to drill a well to test the
Jalmat Gas Pool at an unorthodox well location 2310 feet

from the North line and 1650 feet from the East line of said

Section 36.

3. Applicant further seeks approval of an 80 acre non-

standard gas proration unit for said well.




. 4. Applicant sccks an order pooling all mineral interests

underlying said 80 acre track.

5. Pursuant to a farmout agreement dated May 6, 1969 Sbgll
0il Company assigned its interest in the NW/4 NE/Q;OE sgid
Section 36 to certain individuals. This assignment prOfg
vided that on cessation of production the acreage gover@%&

by the assignment would be reassigned to Shell.

6. As of the date of this-application Shell 0il Company has
indicated that they will oppose this application for com-
pulsory pooling but to date applicant is unaware of any
reassignment of the interest to Shell. 1If the assignment
has been made Shell owns the mineral interests underlying
the NW/4 NE/4 of said Section 36; if not, the property

D belongs to those holding interests in the property through

the farmout agreement.

b ermrs e e

7. Applicant, therefore, has been unable to obtain the

§ ! consent of the following interest owners in the NW/4 NE/4
| of Section 36 if the interest has not been reassigned to
i Shell: |

Name and Address . Interest

Millard Deck and
Millard Deck 0il Co.
Poct OFfFfice Rox 1047

Funice, New Mexico 887231 -----c--- 27732

General Petroleum Inc.
| Post Office Box 840
! Hobbs, New Mexico 88240 @ —---vwwa- 1/16

g John Bryant
' 911 Silver Ave.
Hobbs, New Mexico 88240  ----~----- 1/16

M. F. Nelson
Post Office Box 603
Hobbs, New Mexico 88240  ---=-w--- 1/32




If the inpergst hgs“been reassigned to Shell, applicant
has been unable to obtain the consent of the following:
Shell 01l Company - 100% of the working interest
in the NW/4 NE/A or 50% of the working interest

in the unit to be pooled.

8. Approval of this application will be in the best in-

terest of conservation, prevention of waste and protection

of correlative rights.

WHEREFORE, applicant prays that this application be set for
hearing before the Commission's duly appointed examiner and that
after notice and hearing as provided by law the Division enter its
ordér (1) pooling all of the mineral interests underlying the W/2
NE/4 of Section 36, Township 24 South, Range 36 East, N.M.P.M.,
Lea County, New Mexico, (2) approving a well at an unorthodox well
location 2310 feet from the North line and 1650 feet from the East
line of said Section 36 and (3) dedicating an 80£acre non-standard
proration unit to said well. Applicant further prays that the
order contain provisions>desighating him operator of the well,
providing for him to recover his costs of drilling, equiping and
completing the well, his costs of supervision while drilling and

after completion, including overhead charges, and a risk factor

(2

for the risk assumed oy the applicant in drilling, completing an
equiping the well and such other and further provisions as may be
proper in the premises.

Respectfully submitted,

CAMPBELL AND BLACK, P.A.

By . E%?
William F. Carr

Post Office Box 2208
Santa Fe, New Mexico 87501
Attorneys fcr Applicant
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IN THE MATTER OF THE HEARING

/

/g; THE DIVISION:

STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT

CALLED BY THE OIL CONSERVATION

DIVISION FOR THE PURPOSE OF
CONSIDERTNG: : :

NS ANS Al As AN &Y

/ CASE NO. 6650

Order No. R~ (4/%]

APPLICATION OF DOYLE HARTMAN '
FOR COMPULSORY POOLING, NON-STANDARD
GAS PRORATION UNIT, AND UNORTHODOX WELL

LOCATION, LEA COUNTY, NEW MEXICO. E

ORDER OF THE DIVISION \_ _-~

This cause came on for hearing at 9 a.m. on September 5 ’

19 79 » at Santa Fe, New Mexico, before Examiner Richard L. StameLs

NOW, on this day of November 1979 , the bivision .

Director, having considered the record and the recommendations of
the Examiner, and Leing fully advised in the premises,
FINDS :

That the applicant's request for dismissal should be granted.
' - O

OURDERED 3

6650

- IT IS5 THEREFOKE

That Case No. is hereby dismissed.

DORE at Santa Fe, New Mexico, on the day and year hereinabove

designated.
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SPATE OF NPEW MEXTCO
BHITRGY AND MINLEPALS DOPAWEMIMT
011l Congservation Division
State Land Office Building

Santa ra, low Merico

v

5 September 1979
EXAMINER HEARING

B oy A e ars s s i G St 4o e Sn a8 T ms Kk A e e B Ve e e mh e B WA e s ed WS R e T A e S A e

IN THEL MATTER OF:
Applicatinn of Alpha Twenty-One CASE
Production Company for a non- 6651

standard proration unit, unortho-
dox well location, and approval of
infill drilling, lea County, New
Mexico.

L S . L W N W W W W

O e e T e T Tl R S T R

BEFORE: Richard L. Stamets

TRANSCRIPT OF HEARING

APPEARANCES

For the 0Oil Conservation Ernest L. Padilla, Esq.
pivisicn: Legal Counsel for the Division

State Land Office Bldg.
Santa Fe, New Mexico 87503

FOR the AobpDlicant: Witliam ¥_ Carr, Eesg.

CAMPDEYI, AND BIACK P. A,
Jefferson Place
Santa ¥e, New Mexico 87501
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L MIL SHAMETS:  We'll call next Case 6651,
I ' 2 MR, PADILIA: 2Mpplication of Alpha Twenty-) j
3 One Production Cbmpany for a non-standard proration unit,
4 unorthodox well location, and approval of infill drilling,
5 Lea County, New Mexico,
6 MR. CARR: May it pleasc the Lxaminer,
7 I'm William ¥. Carr, Campbell ard Black, P. A., Santa Fe,
8 appearinag on behalf of the applicant.
9 I have one witness who needs to ke sworn.
Sf3z v
g E Ez 1
gg 513 (Witness sworn.) . -
= 5=
S8 12
3
wag
%88f  m
_‘EAE WILLIAM B. AYCOCK
g3 )
wos 1 \ . ,
¢ beinag called as a witness and haVing been duly sworn upon
15 . . ' .
his oath, testified as follows, to-wit:
16
17
DIRECT EXAMINATION
18
BY MR. CARR:
19 .
0 Will you state your full name and place
20 )
of residence?
21 . : .
A William B. Pycock, Midland, Texas.
22 |
il Q Mr. Avaonk . by whom are von amploved and |
[
23 | .
| in what capacity?
24 ] ;
h 2 I'm a conculting endineer emnloved by !
25 . . . . .
i Alpha Twenty~One Corxporation in connection with this appli-
t |
E |
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1} cation, !
B o - 2 Q’ - Have you previously testificed before this
3 | Commission, had your credentials accepted and made a matter _
4 of record?
5 A On numerous vrevious occasions, yes.
6 ) Are you familiar with the application in
7 this case?
8 ' Y Yes, I am.
9 MR. CARR: We tender Mr, Aycock as an ex-
x 3 . .
Qu 33 10 | pert witness in engineering.
Q$ it ;
[ IR
Za g% n MR. STAMETS: We consider the witness
. E ; =3
< g _g,E 122 | qualified.
-
[
- 1Y
;géi 13 0 (Mr. Carr continuing.) Mr Aycock, will
<
nYys )
G- " you briefly summarize what the applicant secks with this
® case?
16 A The applicant is seeking a non-standard
1 proration unit, an unorthodox well location, and approval
B Il of infill drilling for its El Paso Plant No. 1 Well at a
19 location 1650 feet from the south and 650 feet from the
20 west lines of Section 32, Township 23 South, Range 37 East,
2 Jalmat Gas Pool, Lea County, Hew lHexico.
[
22 | '
A 0 Mr. Aycock, will vou refer to what hae fi
; T
23 | been marked for identification as Applicant's Exhibit Number
i
i :
24 i One and explain to the BExaminer what it is and what it shows? |
25 ET
i MR. CARR: And, My, Bxaminerxr, at this peint
3 1
{
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Ii
1i I would peint cut that Exhibits one through Bleven are

| « .
2 | gtapled together and have a cover letter on top of them.
3 A Exhibit lumber One ig a leotrter which con-
4 cerns the application for--- of course, which procedure was
5 not followad -~ an apvlication for administrative approval

6 of an infill gas development well at this location. :
7 What it purports to do is to furnish the
8 technical evidence that's required under the Natural Gas

9 Policy Act as promulgated by the OCC's oxder R-6013, Case

|
1
i
§
|
e o ‘
gg.;g 10 | 6526, of June 7th, 1979, |
B 1"
5‘5"3% It goes into --
ED: 12 . ‘
;§_§§ MR. STAMETS: Hold it just a second. Be- |
@ Mmoo
> e 3% 13 g 1
:=Eé§ fore we get a lot of stuff in the record that we may not *
 x 3 i
wys3
o= 1 need, let's clarify sonething here. |
15 You're asking for a nonstandard proration
16 unit. Is there already an existing well on the nonstandard
7 | proration unit? , j i
8 r T+ ia, hut it'a been inactive for sonme %
b time.
20 MR, S8TAMETS: Okay, so you do need this
4 i information? i
22 | . ‘ |
| A Yes, sir. [ |
23
MR, STAMETS: Okay.
i
24 .
i MR. CARR: And also, iMr. Examiner, we're
‘ 2 | . o .
i looking at a very tight time situation where they may have
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1 [d to spud the well very quickly, and 8o we feel like therc
2 : would ko some risk in not going ahead and sceking the infill
3 vecui rement..
; o o A This le{itex: pu‘fpoi;tsyto provide the tech- |
5 nical information that is requested in this Order, R-6013,
6 as substnatiation for the drilling of this -- of the proposef
7 well,
8 what I have done is to taXe the nearest
9 walls, the well which this will essentially replace has been
g§§§ 10 inactive, and the nearest six wells, and compare their cumu-
g%ig 11 lative and estimated ultimate production and by analoqgy, thep,
- ©e
;gg; 12 come up with the additional recovery that might be anticipateqd
;éii 13 from the proposed well, being the diféerence petween what
3%55 14 has already been produced from the existing well and what
15 would be produced under the various criteria that I have
16 developed here. Basically the mean recovery for the sur-
17 rounding six wells, the minimum recovery from the surroundin
18 six wells, and the maximum recovery from the surrc;unding ) i
19 six wells.
20 | 0. Mr. Aycock, will you now refer to what
21 has been marked for identification as Exhibit Nurmber Two and »
22 “[ cxplain this to the Examiner? |
[ -
23 :: A, Exhibit Number Two is a land map of the ;
i t
24 ‘ area in which the prroposed location is to be -- 1is located. I
25 The Commission will note thaf all of the Langlie Mattix well':‘

-
t
i
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havae baen taken off and only those wolls which are completad
in the Jalmat Pool are indicated on bBExhibit Two.

0 Now would you direct your attention to

“hxiibit Mumber ‘three and review thiu for the Exariner?

Ao ﬂI-:xhibit Numher Threae, and hy the wav,. vou
will also note the cross scction traces, which those exhibits
will subsequently be presented on exhibits, too.

ILxhibit Three is a complete land map of
the immediate area, including all wells, both Langlie Mattix A
Queen wells as well as Jalmat-Tansill~-Seven Rivers-—Yates
wells,

Q ¥ill vou riow refer to Exhibit Number Four?

A Exhibit Number Four is the Yates regional
map for the eﬁtire area, including the data that could be
derived from Langlie Mattix wells, as well as those com-
pleted in the Jalmat Pool.

Qo And, Mr. Aycock, will vou review Exhibits
Five throﬁgh Mine?

A Five through MWine are the gas production

graphs as a function of time for the surrounding wells that

are still active. I think they're somewhat self~explanatory.

viously discussed in another hearing, that when the rate
declines to between 500 and 1000 Mcf ver wonth, generally

enough watexr is produced that we see precipitous losses in




o

Page
preductivity at that point.
Q Mow, the --
A, Pardon me.
MR; STAMETS :

That would be such as shown

on Exhibit Number Seven?

A Yes, Seven, Eight, and Nine also shows

how the Texaco well that's the immediate offset to the west,

has apparently experienced severe declines and it was -~ T

don't know whether they swabbed it
it, but vou can see it returned to

vious trend, and that's the reason

or put a pumping unit on
production to the pre-

I put the line on there

4020Plazs Blanca (508) §71-2442
3anta e, New Mexico 87601

SALLY WALTON BOYD
CERTIFIEO SHORTHAND REPORTER

e

so it would be obvious.
Qo Now, Mr. Aycock, will you review Exhibit

Number Ten for the Examiner?

A Exhibi{ Number Ten is a shut-in wellhead
pressure as a function of cumulative production at the date

of test for all of the immediately surrounding six wells

that we could find available from the records. y

211 of this information, Mr. Examiner, is

intended as substantiation for the next exhibit, which is

a summary of individual well data, and it purpnrts to show

all of the statistics, including the location of the well,

the date it was apparently completed, as near as we can as-

certain it, realizing that many of these wells were -~ oOr

some of these wells were originally completed or tested in
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1

' | the Langlie Mattix zone hefore they werce completed in the
i

2 | Jalmat, and some of them arce - are pretty old.

3 Hexe's one over here that was apparvently

T4 | ‘completed in '49 and has since been plugged and abandoned.
5 7e have the cumulative production as of March 1lst, '79, which
6 ig the mosi recent available to us at the time this exhibit

7 was prepared; the completicn intervals in the Yates and

8 Seven Rivers; the vol'metric analysis resuits, including the

9 mean effective porosity, the mean connate water saturation,

&3, . s
gg;; 10 net effective pay, and original gas in place in MMCF per
%S
z::«.sz n acre; the éstimated oricinal gas in place in MMCF, as esti-
583k g P
-z =3
-l s .
¢(§ : 12 mated from the production data previously presented; the
za%
Ias
>-§§; 13 .
::Eﬁg estimated ultimate gas recovery, which was developed from an
o x3
nys
o= 1 extrapolation of the production curves for those wells still
15 active, and was taken as the cumulative recovery for those
16 wells that are not currently active; the estimated gas re-
17 covery factor as a percent of original gas in place; and
8 the estimated drainage area for subject well and the imme-
w9 diately westerly offsetting well, which are the oniy two
20 that there was a complete suite of information for, and which
21 . .
it could be estimated.
i I
ZL . s PR . X
ﬁ i think it's consequential to note that i
i
23 ! . .
ﬁ based upon the performance of the well for which the subjcct
: !
24 , ) . ‘
i well will be the replacement, I estimated it effcctively
253; j
i drained sixteen acres and the well impediately to the west, |
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i 268 acras.
2! Q My, Aycock, in your opinion, de yon believe
3 the proposed well is necessary to effectively and efficiently

4 drain the proposed non-standard proratlion unit?

5 A Yes, sir, I do,

6 0 | Will you now refer to what has been marked

7 for identification as Applicant's Exhibit Number Twelve, and

8 review this for the Examiner?

9 A Exhibit Number Twelve is our wesnt/east

10 cross section, the trace of which is labeled A-A' on our land
n map, which I believe was Exhibit Number Two, and it shows

12 the completion intervals, both in the Queen and the Jalmat

13 zones, as well as the cumulative production for the wells in

SALLY WALTON BOYD
CERTIFIED SHORTHZND REPORTER
Santa Fe, New Mexico 57501

3020 Plaza Blanca (§06) 471-34¢2

1 | the immediate vicinity of the proposed location, including
15 that to the immediate west, the well that is inactive, for
16 | which the proposed location is 330 feet due south and the

17 southwesterly well, the Texaco Fanning Well.

18 ‘ Q. 111l you now refer to Exhibit Humber Thir-
19 teen and review this for the Examiner?

2 A This exhibit is a cross section, the trace
2 of which is labeled B-B' on our land map and on the index

22 .

map that is a portion of this exhilbit, and it shows in a -~

23§ basically in a north/southwest direction, including the well
i

24:f for which the projected well will be a replacement, the sanme

25 |

type of information, that is the logs, the completion intex-
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1& vals in both the Qucen and the Jalmat, and the production !
2 history.
s . You'll note that all the wvells we don't |
4 find in this area, including the latest activity, any wells

5 Aﬂﬁﬁgt have beeﬁ dfy at inception in the -+ in the Jalmat zones,
6 Apparently water production or mechanical problems or deple-
7 tion have been responsible for those that have been plugged

8 and abandoned.

9 Q Mr. Aycock, has notice been given to offset:
x o
g§;§ 10 ting operatoxs?
z: Eé N 2 Y ir, it h
523- . es, sir, i as.
. o333
§§§§ 12 0 And are copies of those letters marked
6 mg
[
Egég B 1 Exhibit Number Fourteen?
o2 ,
ns . .
o- " A Yes, sir, they are, including copies of
15 the receipts by those operators.
16 Q And I direct your attention to Exhibit
17 Number Fifteen, is this the farmout agreement from Black
‘ 8 River Corporation to Alpha Twenty-One?
19 A Yes, sir, it is,.
2 Q. Mr. Aycock, will the creation of the pro-
21 posed non-standard nroration unit and the Arilling of the : |
il |
2z E new well in the north half of the southwest quarter of Sec-
i
23; tion 32 result in the recovery of hydrocarbons that would
i
24 i .
i not otherwise be recovered?
2 |
i A T believe it's reasonable to expect that
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[P —

11 it would, yes, sir.

2 Q Now why does this well have to be drilled
- MM3 ~at the unorbhodqulocation? o

4 A The reason it has to be drilled at an un-

5 orthodox location is in order to reduce the risk of entanqgling
6 the wellbores in the existing well and the projected well,

7 so we chose as being the best compromise to move 330 feet

8 due south of the existing well and maintain the same 660 feet

9 from the west line of the section as the existing well has.

A E . : . . . .
%%;g 10 Q In your opinion will granting this appli-~
@F 3
gé’:\g n cation be in the best interest of conservation, the preventior
- ©3
RN : . o
<:§§§ 12 of waste, and the protection of correlative rights?
; [+ ﬂ.-
> o an 13 » : .
::E § B Yes, sir. My analysis of the availlable
o =3
Bns3 C s .
°e ¥ | data indicates that it would.
» 0 low soon does Alpha Twenty-One plan to
16 commence operations on this well?
17 A, We would like to commence operations as
18 soon as possible within two weeks to a month.
19 0. It's therefore important that we request
20 the Commission to expedite the order?
21 b3 L § Uy -~ - U T T S . - _ . L Py F - S '
i 1N 1858, 533, Tiwpay wilaube, ad8 i Bule uiwe ll
o |
“;E Commission is awavre. that drjlling vig availabiliew, whilna !
’ 23 ] - > k) 3
y | it was not a factor a month to six weeks ago, 18 now a
' !
24 k
i factor, i
‘ % |
i 0 Were Bxbibits One through FPifteen either
: l
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prepared by you or have you reviewed them and can you tastify
as to thelr accuracy?

A They were prepared under my supervision,
yes, siryr; I have reviewcd them. Yes, s8ir, I can testify as
to their accuracy.

MR, CARR: At this time, Mr. Examiner, we
would like to offer into evidence Applicant's Exhibits One
through Fifteen.

MR. STAMETS: These exhibits will be ad-
mitted.

HMR. CARR; I have nothihg further of Mr,

Aycock on direct,

CROSS EXAMINATION
BY MR. STAMETS:
0 What's the problem with‘the El Paso 13-L
Shell State Well that it cannot now produce?
A I don't know, Mr. Examiner. It has been
inactive. I believe I stated in my letter when the last

production was, but the curve is in here as well for your

mur vt v mde X men Tie § PR S NP 1 |
N RS B AT W e e

v
[
or

3

s
£1
b
¢
¢
¢
{
{
¢
H
;
t

Mina iz not laheled.; Pt itts t-he gsecond --
it's the second of the production curves that you have there,

and it was last produced continuocusly as of August of 1977,

and there was a partial month production in April of 1978,

S -
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1 ﬁ and that's the last it's been reported in to the Cormission,
1
2 and I cannot tell you what the rcason that it is -~ has

3 proven to be nonproductive.

4l Q What acreage is currently dedicateé to that
5§ | well? Was dedicated to that well?

6 A. The same ~- the same proration unit as has
? been proposed to be dedicated to the proposed well, and that
8 | is marked on your, I believe, on the land map that is sub-

9 mitted to you. I have the proration unit in yellow and then

gg §§ 10 the immediately offsetting to the west well I have it in
i §§§§ n areen on your copy, the same 80 acres.
gggé 12 Of course, we expected that the Commission
[y
Eéég B | would require that the other -- they be satisfied that the
5§§ " other well has been plugged and abandoned beiore an allowable
® would be given to the proposed well.
i 16 Q In order for me to make a finding or to
17 recomtend a finding that this second well is needed to pro-
8 duce gas from the proration unit which would not.be produced
19 from any other well thereon, I think I need some ecvidence
2 of what's wrong with the original well, why it can't produce.
21£| A vhy the nroductivity is 1ow?‘ We can ob-
ol Zzgi iain that, HMr, Examiner, but we don't -- we don't have it
%V = ’ at this present time.
24;& “he last oroduction test was at én unecon-
25?2 omi.cal rate. That's all I c¢an tell you. I can't tell you

s

S,

4
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- B
N 1;
| the exact reason for that.
L
g
(here followed a discussion
) . _
o ~off the record.)
o "~ MR. STAMETSY “The hearing will please come
5 . -
CO oraar.
6
Mr. Carr, you have something further?
7 .
MR. CARR: Well, I'd like to ask Mr. Aycock
8 .
a couple of more questions.
9
of 3, 10 T Dem 1 .
o § bt REDIRECT EXAMINATION
osss
zead n
s BY MR. CARR:
HE s 12
;g i 0 Mc. Aycock, have you reviewed the well
535 1
-l é-
JE 3 file on the El Paso State No. 1 Well?
]
w3 1
A, The Commigsion's file, yes, sir.
15 ,
0 And have you talked with representatives
16 '
of the El1 Paso concerning the condition of this well?
17
A Yes, sir, I've reviewed their well file
18
orally with them, as well.
19
Q And based on your knowledge of the gitua-
20 ;
tion in that well, could you recommend to Alpha Twenty-One
2i .
) ‘I that tihey do remedlial work on the well to attempi to restore |
22
productisn?
- i h% According to what Il Paso told me, that's i
2
; . alveady been tried. i
25 |

b Q And could you recommend to BAlpha Twenty~OnJ
il i
| !

I
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that they do anything to rework the well, recomplete?
A, Ho, sir.

Q. No you know of any other way other than

drilling an additional well 4in the wndi to recover the hydro- ||

carbone that are undornieath the uni¢?
8 No, sir.
MR.” CARR: T have nothing further on re-

direct.

RECROSS EXAMINATION
BY MR, STAMETS:

Q My, Ayccck, why did‘thc chell State Well
cease to produce?

A They say that it's making -~ according to
the records, Getty 0il Company is actually physically the
operator of the well for El Paso. The weli has been plugged
back according to the Commission's records and according to
thelr recoxrds. The well was originally plugged back from
the Langlie Mattixzx zone to the Jalmat zone.

They do not know the full history, but
theiy records indicate that it's making so much water that
they can't keep it flowina continuously, and enough that they

felt -- they indicated, they didn't go into specifics wvith

Toda
i3
o
b
Q

me ated that thay felt lika anvihing other

but thay

2

than thne tasts that they -- where they attempted to restore

[
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production wou¥d not he feasible. TShey have no further
plans to do anything with the well.

Q Did Getty make these attempts or did Bl

=
»

i

A Getty physically made the attempts and EL
Paso 1s not satisfied that they know the full story or that
they would have approved the procedure that was used, from
what they told me.

Q Is the workover information reflected in
our well file?

A The plug back information from the -- from
the Langlie Mattix reflects -~- it reflects the workover, vyes,
sir., It's dated April 17th, '78, and that's about the time
that last test was reported to the Commission, the last gas

production was reported to the Commission.

o - 4-17 what year?

A t78.

0 '78. What does that-report show?

A, It says the original intent was to squceze

off water production. Abandon attempt to squeeze off water z
in Langiie Mattix. Return wellibore to E1l Paso Natural Gas
Company, 18 what it says under the subseguent report of.

And under item seventeen, describe proposed
or completed operations, the original intent was tn squeezc

off water production; however, El Paso Hatural Gas Company,

pne

i
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operator of the Jolnat zone, felt that this workover could
not be accomplished without irveprably danaging this zone,

We therefore abandoned the Toanglie Mattix and returned the

wellhore to them. The workover was as possible, and he goes

into the workover procedure.

According to what Il Paso told ne, they
were not satisfied that this procedure had not damaged the
Jalmat zone and was not responsible for the fact that they
were unable to restore commercial gas production from it.

0 Well, we will certainly look at the well
file in this case and see what that reflects and what may be
in there that will be of assgistance to the Examiner in this
particular case.

| A Well, this is the C-103 that's right here
on top that I'm reading from.

MR, STAMETS: Anything - any other ques-
tions of the witness? He may be excused.

Anything further in this case?

MR. CARR: Nothing further.

MR. STAMETS: The case will be taken under

(Hearing concluded.)
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1j| MR. STAMETS: We'll call next Case 6651.
23‘ MR. PADILLA: Application of Alpha Twenty-
‘ s e 3 One Production Company for a non-standard proration unit,
- 4 unoffggdox well location, and approval of infill driii;é;:
5 lea County, New Mexico. f
6 MR. CARR: May it please the Examiner,

7 I'm William F. Carr, Campbell and Black, P. A., Santa Fe,

8 appearing on behalf of the applicant.

9 I have one witness who needs to be sworn.
QEzx 10
R
1 |
5 3 n (Witness sworn.)
5 : ?é 12
$8i
" ﬂg'
> 0
=1 ég 13 - WILLIAM B. AYCOCK
<« 2
- U w o I
o~ 1 being called as a witness and having been duly sworn upon
15 his oath, testified as follows, to-wit:
16
> 17 DIRECT EXAMINATION
B 1 BY MR. CARR:
1 0 Will you state your full name and place
2 of residence?
21 x LS P B - 2. Ay - LY B0 Iy PP | [ P
B iilirliait L. YCOCR,: miGiaiia, rexas.
22! 0 Mr. Aycock, by whom are you employed and
23 . . .
in what capacity?
24 . , .
; A I'm a consulting engineer employed by
i
25 i

i Alpha Twenty-One Corporation in connection with this appli-

Ny N

D T O T

T S T T T
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0 Have you previously testified before this

Commission, had your credentials accepted and made a matter

"}

A On numerous previous occasions, yes.

0. Are you familiar with the application in
this case? / #

A Yes, I am.

MR. CARR: We tender Mr. Aycock as an ex-
pert witness in engineering.

MR. STAMETS: We consider the witness
gualified.

0. (Mr, Carr continuing.) Mr. Aycock, will
you briefly summarize what the applicant seeks with this
case?

A The applicant is seeking‘a non-standard
proration unit, an unorthodox Qell location, and approval
of infill drilling for its El Péso Piant No. 1 Well at a
location 1650 feet from the south and 650 feet from the
west lines of Section 32; Township 23 South, Range 37 East,
ool, Lea County, New Mexico,

0 Mr. Aycock, will you refer to what has

been marked for identification as Applicant's Exhibit Number
One and explain to the Examiner what it is and what it shows?!

MR, CARR: And, Mr. Examiner, at this point
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1;1 I would point out that Exhibits One through Eleven are
2& stapled together and have a cover letter on top of them.
3 A Exhibit Humbexr One is a letter which con- |
4 cerns the appiiéation"fqrf" of course, which procedure was.
5 not followed -- an application for administrative approval
) R of an infill gas development well at this location.
7 , What it purports to do is to furnish the
8 technical evidence that's required under the Natural Gas

9 Policy Act as promulgated by the OCC's order R-6013, Case

o2 10 | 6526, of June 7th, 1979.
088
:2 z3 n It goes into -~
a v}
—~ ©O3%:: 3
X
i"gl 12 MR. STAMETS: Hold it just a second. Be-
$3d
® . .
g?i; 13 fore we get a lct of stuff in the record that we may not
Exg
<§:a
»oz 14 need, let's clarify something here.
15 You'fre aéking for a nonstandard proration
18 unit. Is there already an existing well on the nonstandard
17 proration unit?
8 A It is, but it's been inactive for some
19 time.
20 MR, STAMETS: Okay, so you do need this
21; information?
]
2 A Yes, sir.
23 MR, STAMETS: Okay.
24?% MR. CARR: And alsoc, Mr, Examiner, we're
25

looking at a very tight time situation where they may have

LY
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1; to spud the well very quickly, and so we feel like there
25 would be some risk in not going ahead and seeking the infill
3 requirement. “ |
o a A, This letter purports to provide the tech- |
5 nical information that is requested in this Order, R-6013,
6 as substnatiation for the drilling of this -- of the proposed
7 well.
8 What I have done is to take the nearest
9 wells, the well which this will essentially replace has been
E§§§ 10 inactive, and the nearest six wells, and compare their cumu-
E%ig 11 lativé and estimated ultimate production and by analogy, then
S, %g;; 12 come up with the additional recovery that might be anticipater
;égi 13 from the proposed well, being the difference between what
$§§3 14 has already been produced from the existing well and what
15 would be produced under the various criteria that I have
16 developed here. Basically the mean recovery for the sur-
‘ 17 rounding six wells, the minimum recovery from the surrounding
E 18 six wells, and the maximam recovery from the surrounding | J
19 six wells. |
20 0. Mr. Aycock, will you now refer to what
211I has been marked for.identification as Exhibit Number Two and
22? explain this to the Examiner?
H
23 A Exhibit Number Two is a land map of the
- 24% area in which the proposed location is to be -- is located,
25? The Commission will note that all of the Langlie Mattix wells
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have been taken off and only those wells which are completed

2 in the Jalmat Pool are indicated on Exhibit Two.

3 0 Now would you direct your attention to

4 Exhibit Number Three and review this for the Examiner§

5 " A Exhibit Number Three, and by the way, you

6 will also note the cross section traces, which those exhibits

7 will subsequently be presented on exhibits, too.

8 Exhibit Three is ‘a complete land map of
9 the immediate area, including all wells, both Langlie Mattix A
Eg E: 10 Queen wells as well as Jalmat-Tansill-Seven Rivers-Yates
09 2
mg ST .
z =% 1 wells.
OZ3se
L -
<g§§§ 12 Q Will you now refer to Exhibit Number Four?
; @ NG
;?5; 13 A Exhibit Number Four is the Yates regional
I3
<E:d
®os 14 map for the entire area, including the data that could be
15 derived from Langlie Mattix wells, as well as those com-

16 pleted in the Jalmat Pool.

! 17 0. And, Mr. Aycock, will you review Exhibits

B Five through Nine?

n A Five through Nine are the ygas production

20 graphs as a function of time for the surrounding wells that
21 are still active. T think they're somewhat self*explanatoryﬂ
22 Mr. Examiner will ncte, as has been pre-

23

viously discussed in another hearing, that when the rate

t 1
2 3 declines to between 500 and 1000 Mcf per month, generally !

3 ©  enough water is produced that we see precipitous losses in
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productivity at that point.
Q Now, the --

A, Pardon me,
MR- STAMETS: That would be such as shown
on Exhibit Number Seven?

A Yes, Seven, Eight, and Nine also shows

how the Texaco well that's the immediate offset to the west,

has apparently experienced severe declines and it was -- I
don't know whether they swabbed it or put a pumping unit on
it, but you can see it xeturned to production to the pre-
vious trend, and that's the reason I put the liue on there
so it would be obvious.

0 ﬁow, Mr. Aycock, will you review Exhibit
Number Ten for the Examiner?

A | Exhibit Number Ten is a shuf—in wellhead
pressure as a function of cumulative prodﬁction at the date
of test for all of the immediately surrounding six wells
that we could find available ffom the recordé.

All of this information, Mr, Examiner, is
intended as substantiation for the next exhibit, which is
a summary of individual well data, and it purports to show
all of the statistics, including the location of the well,
the date it was apparently completed, as near as we can as-
certain it, realizing that many of these wells were -- or

some of these wells were originally completed or tested in
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the Langlie Mattix zone before they were completed in the
Jalmat, and some of them are -- are pretty old.

Here's one over here that was appargptly
completed in '49 and has since been plugged>and abandoned.
We have the cumulative production as of March 1lst, '79, which
is the most recont available to us at the time this exhibit
was prepared; the completion intervals in the Yates and
Seven Rivers; the volumetric analysis results, includingﬂthe
mean effective porosity, the mean connate water saturation,
net effective pay, and original gas in place in MMCF per
acre; the estimated ofiginal gas in place in MMCF, as esti-
mated from the production data previously presented; the
estimated ultimate gas recovery, which was developed from an
extrapolation of the production curves for those wells still
active, and was taken as the cumulative recovery for those
wells that are not currently active; the éstimated gas re-
covery factor as a percent of origigal gas in place; and
the estimated drainage area for subject well and the imme-
diately westerly offsetting well, which are the only two
that there was a complete suite of information for, and whic%
it could be estimated.

I think it's consequential to note that

well will be the replacement, I estimated it effectively

drained sixteen acres and the well immediately to the west,

|

based upon the performance of the well for which the subject
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268 acres.

0. Mr. Aycock, in your opinion, do you believe

the proposed well is necessary to effectively and efficiently

drain the prgﬁosed nén—standard proration unit?

A Yes, sir, I do.

Q. Will you now refer to what has been marked
for identificationﬂas Applicant's Exhibit Number Twelve, and
review this for the Examiner?

A Exhibit Number Twelve is our west/east
cross section, the trace of which is iabeled A-A' on our land
map, which I believe was Exhibit Number Two, and it shows
the completion intervals, both in the Queen and fhe Jalmat
zones, as well as the cumulative production for the wells in
the immediate vicinity of the proposed location, including‘
that to the immediate west, the well that is inactive, for
which the proposed location is 330 feet due south and the
southwesterly well, the Texaco Fanning Well.

0. Will you now refer to Exhigit Number Thir-
teen and review this for the Examiner?

A This exhibit is a cross section; the trace
of which is labeled B-B' on our land map and on the index
map that is a portion of this exhibit, and it shows in a --
basically in a north/southwest direction, including the well

for which the projected well will be a replacement, the same

the completion inter-

+hat e Fhoe 1~
cnRat 18 the 10 ’ n

U

s
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vals in both the Queen and the Jalmat, and the production
history.

You'll note that all the wells we don't

S _ I | S

find in this area, including the latest activity, any wells

Apparently water production or mechanical problems or deple-
tion have been responsible for those that have been plugged
and abandoned.

0. Mr. Aycock, has notice beenAgiven to4offset~
ting operators?

A Yes, sir, it has.

0 And are copies of those letters marked
Exhibit Number Fourteén?

A Yes, sir, they are, including copies of
the receipts by those operators.

0 And I direct your attention to Exhibit
Number Fifteen, is this the farmout agreement from Black
River Corporation to Alpha Twenty-One?

A Yes, sir, it is.

0 Mr. Avcock, will the creation of the pro-
posed non-standard proration unit and the drilling of the

new well in the north half of the southwest guarter of Sec-

tion 32 result in the recovery of hydrocarbons that would

A, I believe it's reasonable to expect that
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o 1% it would, yes, sir.
2E Q Now why does this well have to be drilled
3 at the unorthodox location?
e - e 4 W A Thérgéaédn it has to be drilled at én un-
5 orthodox location is in order to reduce the risk of entanglin&
6 the wellbores in the existing well and the projected well,
7 so we chose as being the best compromise to move 330 feet
8 due south of the existing well and maintain the same 660 feet
9 from the west line of the section as the existing well @as.
gggg 10 Q In your opinion will granting this appli-
gg;é n cation be in the best interest of conservation, the preventioﬂ
- Eggz 12 of waste, and the protection of correlative rights?
2%
;égg 13 A Yes, sir. My analysis of the available
b‘:ﬁg L data indicates that it would.
15 | 0. How soon does Alpha Twenty-One plan to
16 commence operations on this well?
17 A We would like to commence operations as
18 soon as possible‘within two weeks to a month,

19 Q. It's therefore important that we request
20 the Commission to expedite the ordex?
21 A Yes, sir, simply because, as I'm sure the
22 Commission is aware, that drilling rig availability, while
2 | it was not a factor a month to six weeks ago, is now a
~ i
24 !
i factor. \
b
2° i ™ 1.3 2 ~ LY 1 — . [SPIR]
! Ej o Were Bxhibits One through Fliteen either
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prepared by you or have you reviewed them and can you testify

2 as to their accuracy?
L 3[ 7 A, N ?hgyrwefg prepared under my sugg;yi;{on,A
e -4 ‘yes, si1r; I have reviewed tlem. Yes, sirv, I can testify as l
= ' ‘ 5 to their accuracy.
» 6 MR. CARR: At this time, Mr. Examiner, we
3 _ 7 would like to offer into evidence Applicant's Exhibits One

8 through Fifteen.

2 MR. STAMETS: These exhibits will be ad-
afs. .
sg 3% 10 mi tted.
(-] W e 1 .
ggsé MR, CARR: I have nothing further of Mr.
- <23 ;
':l £ .E 12 .
‘332 Aycock on direct.
; 5 n,:-
§§§= 13
AR
°= 4 CROSS EXAMINATION
% | BY MR. STAMETS:
16 Q ‘What's the problem with the El1 Paso 13-L
v Shell State Well that it cannot now produce?
18 y:X I don't know, Mr. Examinex. It has been
9 inactive. I believe I stated in my letter when the last
20 production was, but the curve is in here as well for your
21 . . N
examination. It's part of the exhibits.
22 i
) Mine is not laheled, but it's the second --
23 . )
it's the second of the production curves that you have there/
- 2 ! |
i and it was last produced continuously as of August of 1977, i
25 _
i, and there was a partial month production in April of 1978,
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and that's the last it's been reported in to the Commission, |
and I cannot tell you what the reason that it is -- has

proven to be nonproductive.

R N0 What acreage is currently dedicated to that

well? Was dedicated to that well?

A - The same -~ the same proration unit as has
been proposed to be dedicated to the proposed well, and that
is marked on your, I believe, on the land map that is sub-
mitted to you. I have the proration unit in yellow and then
the immediately offsetting to the west well I have it in
green on your copy, the same 80 acres.

Of course, we expected that the Commission
would require that the other -- they be satisfied that the
other well has been plugged and abandoned before an allowable
would be given to the proposed well.

0. In order for me to make‘a finding or to
recommend a finding that this second well is needed to pro-
duce gas from the proration unit which would not be produced
from any other well thereon, I think I need some evidence
§f what's wrong with the original well, why it can't produce.

A, Why the productivity is low? We can ob-
tain that, Mr. Exanminer, but we don't -- we don't have it
at this present time.

The last production test was at an wmeqgon-~ |

omical rate. That’s all I can tell you. 1 can't tell you
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‘lé PGQC e -k
j ,
! K the exact reason for that.
i
2 (There followed a discussion
3 off the record.) e N
4 MR. STAMETS: The hearing will please come
5 to order.
6 Mr, Carr, you have something further?
7 MR. CARR: Well, I'd like to ask Mr. Aycock
8 a couple of more questions.
-9
Qs 10
s § 35 REDIRECT EXAMINATION
BT 1 “
. 3% £§ BY MR. CARR:
' SE E: 12
Q -
;§§z 0. Mr. Aycock, have you reviewed the well
aag
> 1% 13
jgég file on the El Paso State No. 1 Well?
g £ o2
o3 14
A The Commission's file, yes, sir.
15
0. And have you talked with representatives
16 )
of the El Paso concerning the condition of this well?
17 .
A Yes, sir, I've reviewed their well file
18
’ orally with them, as well.
19
0 And based on your knowledge of the situa-
20
tion in that well, could you recommend to Alpha Twenty-One
21
1 that they do remedial work on the well to attempt to restore
22
produciion?
23
j A According to what El Paso told me, that's
24 | !
! already been tried.
25 :‘ ,
i 0. And could you recommend to Alpha Twenty-One
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1 | that they do anything to rework the well, recomplete?
|

A Mo, sir.

3 0. Do you know of any other way other phgq

4 drilling an additional well in the unit to recover the hydro-
5 carbons that are underneath the unit?

6 | A No, sir.

7 MR. CARR: I have nothing further on re-

8 direct.

9
o g <z 10 RECROSS EXAMINATION
o§aE
@s3e
z228 M | BY MR. STAMETS:
-
: § -S 12 .
;§§§ 0. Mr. Aycock, why did the Shell State Well
“afRg
§§§"-‘- B | cease to produce?
Fo
354

L A They say that it's making -- according to
15 the records, Getty Oil Company is actually physically the

18 | ooerator of the well for El Paso. The well has been plugged

17 back according to the Commission's records’and according to

B their records. The well was originally plugged back from

9 the Langlie Mattix zone to the Jalmat zone.

20 They do not know the full history, but

2 their records indicate that it's making so much water that

22 they can't keep it flowing continuously, and enough that they
» = felt -~ they indicated, they didn't go into specifics with
'/ 24;‘ me,; hut they indicated that they felt like anvthing other

% |

i than the tests that they —-- where they attempted to rastore




10

1

12

13

Santa Fe, New Mexico 87501

CERTIFIED SHORTHAND REPORTER
3020Plaza Blenca (508) 4712462

SALLY WALTON BOYD

14

15

16

17

18

18

20

23

22

23

24

25

Page 18

production would not be feasible. They have no further
plans to do anything with the well.

0 Did Getty make these attempts or did El
Paso?

A, Getty phvsically made the attempts and El

Paso is not satisfied that they know the full story or that

~they would have approved the procedure that was used, from

what they told me.

0. Is the workover information reflected in
our well file?

a. The plug back information from the -- from
the Langlie Mattix reflects -- it reflects the workover, ves,
sir. 1It's dated April 17th, '78, and that's about the time
that last test was reported to the Commission, the last gas

production was reported to the Commission.

Q 4-17 what year?

A '78.

0 t78. What does that report show?

A It says the original intent was to squeeze

off water production. Abandon attempt to squeez: off water z¢ne

in Langlie Mattix. Return wellbore to El Paso Natural Gas
Compény, is what it says under the subsequentvreport of.

And under item seventeen, describe proposed
or completéd operations, the original intent was to squeeze

off water production; however, El Paso Natural Gas Company,

i
|
|
!
|
1
|
|
|
\
i
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operator of the Jalmat zone, felt that this workover could
not be accomplished without irreprably damaging this zone.
We therefore abandoned the Langlie‘Mattix_anqw;eturned the
hewm. The workover was as possible, and he goes
into the workover procedure.

According to what El Paso told me, they
were not satisfied that this procedure had not damaged the
Jalmat zone and was not responsible for the fact that they
were unable to restore commercial gas production from it.

0. Well, we will certainly look at the well
file in this case and see what that reflects and what may be
in there that will be of assistance to the Examiner in this
rarticular case.

A Well, this is the C-103 that's right here
on top that I'm reading from.

MR. STAMETS: Anything _— any other ques-
tions of the witness? He may be excused.

| Anything further in this case?
MR. CARR: Nothing further.
MR. STAMETS: The case will be taken under

advisement.

(Hearing concluded.)
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ENERGY anD MINERALS DEPARTMENT
© 77T OILCONSERVATION DIVISION

BRUCE KING POST OFFICE BOX 2088
GOVERNOR . BTATE LANO OFfiCE BUNLDING
BANTA FE, NEW MEXICO 87501
LARRY KEHOE (505) B27-2434

BECRETARY September 25, 1979

Re: CASE NO.__ 6651
Mr. William ¥, Carr : ORDER NO. R=~-6127
Campbell and Black
Attorneys at Law
Post Office Box 2208 Applicant:
Santa Fe, New Mexico

Alpha Twenty-Onc Production Company

Dear Sir:

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

JOE D. RAMEY /
Directox

JDR/fd
Copy of order also sent to:

Hobbs OCD __ X
S Artesia OCD X
L : ~ Aztec OCD

e %] —~
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMFNT

. r ”~ e
CIL CONSERVATICN DIVISION

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

CASE NO, 6651
Order No. R=6127

APPLICATION OF ALPHA TWENTY~ONE PRODUCTION
COMPANY FOR A NON~STANDARD PRORATION UNIT,
UNORTHODOX WELL LOCATION, AND APPROVAL OF

INFILL DRILLING, LEA COUNTY, NEW MEXICO,

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m., on September 5,
1979, at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this day of September, 1979, the Division
Director, having consigered the taestimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDSt

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

(2) That the applicant, Alpha Twenty-One Production
Company, seeks approval of an 80-acre non-standard gas proration
unit comprising the N/2 SW/4 of Section 32, Township 23 South,
Range 37 East, NMPM, to be dedicated to its El Paso Plant Well
No. 1 to be drilled at an unorthodox gas well location 1650 feet
from the South line and 660 fezt from the West line of said
Section 32.

{37 That the standard spacing unit in the Jalmat Gas Pool
is 640 acres.

(4) That the entire non-standard proration unit may reason-
abvly e presumed productive of gas trom the Jalmat Gas Pool and
that the entire non-standard gas proration unit can be efficiently
and economically drained and developed by the aforesaid well.




.,
Cane. No. 6651 e e
Order No. R-6127

(5) That a well at said unorthodox location will better
enable applicant to produce the gas underlying the proration
unit.

(6) That no offset operator objected to the proposed
unorthodox location,

(7) That the proposed non-standard proration unit was
previously approved by Division Administrative Order No. NSP-785
being dedicated to the El Paso Natural Gas Company Shell State
Well No. 13 located 1980 feet from the South line and 660 feet
from the West line of sald Section 32,

(8) That said Shell State Well No. 13 has ceased to pro-
duce and the prospect of a successful workover operation thereon
is very remote.

(9) That the evidence presented deﬁonstrated that the

drilling and completion of applicart's proposed well at an

unorthodox location may result in the production of at least
0.75 billion cubic feet of gas from applicant's acreage which
would not otherwise be recovered from the proration unit.

(L0) That such additional recovery from the proration unit
will result in said unit being more efficiently and economically
drained. v

(11) That while there are no present plans to produce said
Siwell State well No. 13, nor evidence that said well could be
produced, applicant's proposed well might be considered as an
infill well on said non~standard proration unit,

(12) That in order to permit the drainage of a portion of
the reservoir covered by said 80-acre non-gtandard proration
unit which cannot be effectively and efficiently drained by the
existing well thereon, the subject application for infill
drilling should be approved as an exception to the standard
well spacing requirements for saild Jalmat Gas Pool,

(13) That Division Administrative Order No. NSP-785 should
be superseded. '

{(14) That approval of the subject application will afford
the appiicant the opportunity to produce his just and equitable
share of the gas in the Jalmat Gas Pool, will prevent the eco-
nomic loss caused by the drilling of unnecessary wells, avoid
the auynientation ui risk avising Lrom the driiling oi an exces-
give number of wells, and will otherwige prevent waste and
protect correlative rights,




I i
_ L I Case No. 6651 S . &
- ' Order o, R=6127

IT IS THEREFORE ORDERED:

(1) That an 80-acre non-standard gas proration unit in
the Jalmat Gas Pool comprising the N/2 SW/4 of Section 32,

- Township 23 South, Range 37 East, NMPM, Lea County, New Mexico,
is hereby established and approved to be dedicated to the Alpha
Twenty-One Production Company El Paso Plant Well No. 1 to be
drilled at an unorthodox location (hereby approved) 1650 feet
from the South line and 660 feet from the West line of said

Section 32.as an infill well on said non-standard proration
unit. The authorization for infill drilling granted by this
order is an exception to applicable well spacing requirementsa

b and 18 niecessary to permit the drainage of a portion of the

reservoir covered by said 80-acre non-standard proration unit

which cannot efficiently and economically be drained by any
existing well thereon.

(2) That Division Administrative Order No., NSP~785 is
hereby superseded.

(3) 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
/ QIL CONSERVATION DIVISION

./ Director

fa/ |




: o - D. E. RADTKE & ASSOCIATES, 'INC,

Peteolenrs Consultants
P. O. BOX 1703
MIDLLAND, TEXAS 79701%

310 WALL TOWERS WEST TELEPHONE 915.684.6044

August 10, 1979

Alpha 21 Corporation
2100 First National Bank Tower
Midland, Texas 79701

Attention Mr. Tom Phipps

Subject: Application for NGPA Infill Gas
Development Well, Section 32,
T-23-S, R-37-E, Jalmat Pool
Lea County, New Mexico

Gentlemen:

Attached are the following, that have been prepared in
accordance with your instructions.

1. Structure Map of Area
2. Cross-sections A-A' and B-B!

3. Letter of Explanation, including reserve
estimate for proposed well, with attach-
ment, Rate - Time Gas Production Graphs,
Graph of Shut-in Wellhead Pressures and
Function of Cumulative Gas Recovery for
Selected Wells.

We trust that this material will suffice to complete your
application; please advise if we may be of further service in
this connection. We appreciate. having served you in this
professional capacity.

Very truly yours,

'?f;‘- | . §§Svhaig§;c:2¥\\x

WPA/ bw

;  Attachments




AFFIDAVIT

™ AU '"Y TN
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} COUNTY OF SANTA FE

COMES NOW, William P. Aycock, upon his oath deposes and says:

R S SR ST S b

1. That he is a Registered Petroleum Engineer employed

by Alpha Twenty-One Production Company to assist them

§ ‘ in preparing evidence for submission in 0il Conservation

Division Case No. 6651 which was heard by Examiner

Stamets on September 5, 1979.

2. That he appeared at the hearing on September 5 and

| testified for Alpha Twenty-One in support of their

A AOET

application for a finding that the drilling of Alpha
Twenty-One's E1 Paso Plant Well No. 1 in the N/2 of the
5 SW/4 of Section 32, Township 23 South, Range 37 East,

was necessary to effectively and efficiently drain the

e

i non.-standard proration unit consisting of the N/2 of the

SW/4 of said Section 32, which cannot be so drained by

tho aviartems vsall o 13 i1
the exXiating wei: on S23id4 unil.

o\

rSe T K

RS

3. At present the E1 Paso No. 13 Shell State Well,
located 1980 feet from the South line and 660 feet from

the West line of said Section 32 has the N/2 of the SW/4|

//({/‘_«/

of said Section dedicated: the well proposed by Alpha

o v 4 WA NP P A R A ] AT G
-~

Twenty-One would, therefore, be an infill well.

4. At the hearing, I testified that the El1 Paso No. 13
Shell State Well could not effectively and efficiently
drain the proration unit due to problems with the well
&;“ ’ % and damage to the formation and that I could not recom-

mend that the well be reworked.
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5. TFollowing the hearing I contacted E1 Paso Natural
Gas Company and have reviewed all available data on the

El Paso No, 13 Shell State Well. This wel

e

was drilled
as a 3703 foot Queen Sandstone Well and was purchased

by E1 Paso Natural Gas from Shell 0il Company in July
1967’having produced only 3968 barrels of oil from the
Queen Sandstone. El Paso plugged back and completed

the well in the Yates Sandstone for a calculated abso-
lute open flow of 538 Mcfgpd. This well had produced
351,016 Mcfg through September, 1977.

6. To further expand on my testimony about the condi-
tion of the well and wny I cannot recommend reworking
the existing well on the unit, it is my expert profes-
sional opinion based on the research I have done that
the Yates Sandstone Pay Section in the E1 Paso No. 13
Shell State Well has experienced irreversible formation
damage during a workover operation verformed by Getty
0il Company in an attemnt to dulv com
the Langlie-Mattix (Queen) and Yates intervals. Several
subsequent attempts by El Paso to restore gas deliver-
ability at rates comparable to the pre-workover experiend
from the Yates interval resulted in failure. Effofts
were then made to regain the well as a single Yates com-
pletion from Getty. 1In March, 1978 Getty 0il Cocmpany
plugged the well back from the Langlie-Mattix to the
Yates and rveturned the well to ELI Paso. Subsequent re-
nedial workovers failed to restore gas production from
the Yates. A final alternative recommendation was
tendered for a major stimulation of the Yates plus sev-

eral upper Sandstone Stringers that indicated some

te
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Promise; however, since El1 Paso Natural Gas has pre-
viously attempted similar Jalmat gas well stimulations

unsuccessfully as follows:

WELL LOCATION DATE
Harrison 1 27 (L)-258-37E 1977
Pritchard 1 9 (6)-25S8-37E 1977

Accordiﬁgly, the prospective economics of re-stimulation
of the El Paso Natural Gas Conipany Shell State B were
unfavorable, so the recommendation was not approved.

El Paso's Production Department has recommended that the

Shell State B be plugged and abandoned.

MW Wi,

William P. Aycock \

SUBSCRIBED AND SWORN to before me this 19th day of September,
- OFFICIAL SEAL . 7

Signature -

PATRICIA A, HNIKGLAT

NOTARY PURLIC - NTW FAERICO
rolary Bond Filzd with Sacpeizae -

1979.

My Commission Eprres 93/3
Notary Public

My Commission Expires:

LYY
7 Vd




D. E. RADTKE & ASSOCIATES, INC.
Petroleuny Constltants
P, 0. BOX 1703
MIDLAND, TEXAS 79701

310 WALL TOWERS WEST . _IFLEPHONE 9\5-6&5&?44
August [TO, A PIdue £XAVIMER STAMETS
CIL CORZo VATION DIVISION
weade [ HEIT MO |
Alpha 21 Corporation e o
2100 First National Bank Building CAENO. kS L. ..
Midland, Texas 79701 Submiiied by GQQCI Qs
< Attention Mr. Tom Phipps Hearing Dale QIS/ 19 —

Subject: Application for Administrative
Approval of Infill Gas
Development Well, N/2, SW/4
Section 32, T-23-S, R-37-E,
Jalmat Pool
Lea County, New Mexico

Gentlemen:

1 application, as required by Section 10, "Special Rules and

j Regulations, Natural Gas Policy Act Infill Findings Adminis-
; trative Procedure". These rules were promulgated by the

i Conservaticn Division, State of Ncw Mexico, EBnergy and Mincia
‘Department on June 7, 1979, Case No. 6526, Order No. R-6013.

As you are aware, there is an inactive existing well located
on the subject acreage, the El Paso Natural Gas Co., Shell -
State B. This well is apparently effectively economically
depleted, having recovered 351 MMCF of gas at March 1, 1979,
The six immediately offsetting wells, as documented on the
attached Table 1, have recovered 21,042 MMCF of gas, or a mean
recovery of 3,507 MMCF of gas per well at March 1, 1979. The
estimated ultimate recovery for those six wells is 22,478 MMCF
of gas, or a mean estimated ultimate gas recovery of 3,738 MMCE.
The maximum gas recovery at March 1, 1979, and minimum esti-
mated ultimate gas recoveries for these six nearby wells are
respectively, 123 MMCF and 1,142 MMCF.

The gas recoveries can then be compared as follows:

Gas Recovery at March 1, 1979 Production

A Well Cumulative Estimated Ult.
& EPNG Shell State B 351 351
e Mecan of Nearest Six
Jalmat Gas Wells 3,507 3,738
Minimum of Nearest Six
Jalmat Gas Wells 179 1,142
Maximiin of Neavest Six
Jalmat Gas Wells 7,499 7,499




i Alpha 21 Corporation
August 10, 1979
Page 2

The volume of increasced gas recovery can then be estimated as

follows:
Basis from Six Nearest Estimated Incrcased
Jalmat Gas Wells Gas Recovery, MMCF
Mean : e e 30387
Minimum 791
g Maximum 7,148

This approach is reasonably verified by the observation that
the initially reported Shut-in casinghcad and tubinghead
pressures were generally quite similar, indicating that in
spite of well completion dates between November 18, 1949, and
January 24, 1978, detectable drainage had apparently not
occurred. i

It is also worthy of mention that the calculated drainage area
for the E1 Paso Shell - State B is only 16 acres, which is
abnormally low as compared to the other six wells and is much
less than the established normal develovpment pattern of one
well per 160 acres.

i From all of the above considerations, we believe the drilling

P of the proposed well to be justified by the Natural Gas Policy

i Act criteria, as promulgated in NMOCC Order No. R-60B. We
should be pleased to render whatever elaboration you may
require concerning this matter. We appreciate having served
you in this professional capacity.

; : Very truly yours,

R\ \ u \)\)\/'\"\

| Wm. P. Aycock, \. E.
WPA/bw

Attachment
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EXHIBIT NO.

D. E. RADTKE & ASSOCIATES. INC.

310 WALL TOWERS WEST
MIDLAND, TEXAS 79701

FIELD
OPERATOR

JALMAT-Tansill,Yates,? Rivers
Amcco Production Company
Hyers B Federal RA A

LEASE
LOCATION

New Mexico
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WELL NO
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EXHIBIT HO.

D. E. RADTKE & ASSOCIATES, INC,

310 WALL TOWERS WEST
MIDLAND, TEXAS 79701
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EXHIBIT NO,

D. E. RADTKE & ASSOCIATES, INC.
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EXUIBIT HO.

D. E. RADTKE & ASSOCIATES. INC.
JALMAT-Tansill,Yates,? Rivers

Texaco, Inc.

310 WALL TOWERS WEST
MIDLAND, TEXAS 79701

FIELD
OPERATOR
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SUMMARY OF INDIVIDUAL WELL DATA

JALMAT (TANSILL-YATES-SEVEN RIVERS) POOL

VICINITY OF N/2, SW/4, 32, 22§, 37E
LEA COUNTY, NEW MEXICC

GREAT WESTERN

A

,
: EL PASO N.G. CO. TEXACO INC., AMOCO,P30D. CO, DRLG, CO, , AlLBERT o»narm~ TEXACO INC. AMOCO PROD. CO.
| SHELL~ST. 13 €.E. BLINEBERRY "A”-2  MYERS "B” FED. 30 H. LEONARD "B” 2 R. W. COWDEN E. D, FANNING C. MEYERS "B"-11
LOCATION 'OF WELL “ 32(L),235.37E 31(1),23S,37E S(E),24S,37E 32(D),2%8,37E 31(C),238,37E 5(G),24S,37E 6(G),245,37E
COMPLETION DATE 9-20-67 11-13-60 1-21-78 5-26-66 11-18-49 7-23-61 5-18-52
DISTANCE AND DIRECTION:OF WELL 0.34, SE 0.53, NW 0.47, SW 0.76, NNW 1,16, NW 5.54, SSE 0.84, SW
FROM PROSPECTIVE LOCATION, MILES
CUMULATIVE PRODUCTION ON 3-1-79, MCF 351,315 4,974,454 173,007 1,237,748 5,699,269 1,458,549 7,489,129
COMPLETION INTERVALS 3037-3050;3080-3118;
YATES FORMATION 3001-3134" 3142-3158;3177-3184; 3054-3080:3137-3162 2992-3109" Unknown 3064-3100" 2994-3230"
3212-3220" 3170-3190"
SEVEN RIVERS FORMATICN None None None Noae - None None
VOLUMETRI( ANALYSIS RESULTS
MEAN EFFECTIVE POROSITY, % OF BYLK VOLUME 20.3 18.1 13.6 Not Available Not Available 21.2 .
MEAN COHNATE WATER SATURATION, % NET
EFFECTIVE PORE SPACE 22.0 24.0 62.0 " " 22.0 .
NET EFFECTIVE PAY, FEET 76 49 3 " " 24 6¢
ORIGINAL GAS-IN- vr»nm\ MMCF/AC 35.6 19.9 4.3% " " 11.7 -
ESTIMATED ORIGINAL m»mJNz-vr>nm~ MMCF™ 560 6400 Not Available 1700 €500 Not Available Not Available
ESTIMATED ULTIMATE GAS rmno<mx<\ MMCF™* 351 5333 1145 1299 5697 1458 7499
ISTIMATED .GAS RECOVERY ﬁ>nqox‘ % oF
ORIGINAL GAS-IN-PLACE 62.7 83.3 - 76.4 87.6 - -
268 - - - - -

ISTIMATED DRAINAGE AREA, ACRES

*EROM EXTRAPOLATION OF EHP/Z AS F Ancz GAS),

*%c00M DECLINE CURVE PROJECTION TO AN EST., EC. LMT. OF 500 MCF/MO.
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ALPHA TWENTY-ONE PRODUCTION COMPANY

2100 FIRST NATIONAL BANK 3UILDING
MIDLAND, TEXAS 79701

August 21, 1979
- T BEFORE EXAMINER STAMETS

- OIL CONL 1 VATION DIVISION
S Qupluaniy - 20T O]

CASENC. @68 e oon
Submiticd by 4

Great Western Drilling Company S v
P, 0. Box 1659 Heqru-jg Doié 9/_ S/ 7

Midland, Texas- 79702

g : | Attention: W, T. Cowan

P . Y TN - - & AT 1
AT; dd raSTO r4dliv WO, &

1650 FSL 660t FWL

Gentlemén:

This is notification to offset operators that Alpha Twenty-One
Production Company has requested a hearing before the 0il Conservation

Division, on the captioned well, for an eighty acre non-standard Jalmat
in the caption,

The hearing will take place September 5, 1979,

' : : ‘ .. Very trtly yours,
| Aoy
Tommy Phifps
Executive Vice President

¥

TP:ds

§ PS Form 3800, Apr. 1776

| : 3 POSTMASTER FOR FEES_| ZNEIN 20NE
| + fertified Mail- | HE CONSUHMM. TR R S SN
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Sec, 32, T-23-S, R-37-E
Lea Comnty, New Mexico

Proration Unit covering the N/2 SW/4 end an wnorthodox locaticn as stated

915/683-5384

INYUNSHI ON

< Y04 1d1303Y

d
KR

101A0Yd 3cyu24823d
LuS
~
G&¢

—q
v a31

-
-




ALPHA TWENTY-ONE PRODUCTION COMPANY

2100 FIRST NATIONAL BANK BUILDING
~ MIDLAND, TEXAS 79701 . - “August 21, 1979 ‘ 918/682-5384

Amoco Production Company
P, 0. Box 3092
Houston, Texas 77001

Attention: Mr. A, R. Reed

Re: E1 Paso Plent No, 1
. 1650 FSL 660' FWL
_ | o See, 32, T-23-S, R-37-E
5 . A lea County, New Mexico
Gentlemen:

This is notification to offset operators that .Alpha Twenty-One
Production Company has requested a hearing before the 0il Conservation

Division, on the captioned well, for an eighty acre non-standard Jalmat

Proration Unit covering the N/2 SW/4 and an unorthodox location as stated
in the caption. _

The hearing will take place September 5, 1979,

Yery truly yours,

/éaM
. Tonmqr Phipps
TP:ds : Executive Vice President

| PS Form 3800, Apr. 1976
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ALPHA TWENTY-ONE PRODUCTION COMPANY
2100 FIRST NATIONAL BANK BUILDING

e ANDLAND, TEXAS 79701 - - August 21, 1979 9156835384

Atlantic Richfield Company

Western Region - Permian Distriet
P, 0. Box 1610
Midland, Texas 79702

Atteation: Mr, J. L. Tweed

> AP -
Re: FE1 Pase Plant No, 1

1650' FSL 660" FWL
See, 32, T-23-S, R-37-E

Lea Comty, New Mexioca
QGentlemen: )

This is notificatién to offs

Production Company has requested a hearing before the 0il Conservation
Division, on the captioned well for

in the caption.
The hearing will take place September 5; 1979,
‘v‘e;y‘ Truly yours,
/'”—"7 /

VTo;mé f’hip s s

' . Executive Vice President
- Thids : _ )
{ S Form 3800, Apr. 1976 . :
Certified Mail- $ g | CoNsULY PoSTMASTER FOR FEES | SRYSANGANYE 22
Tra Danpsdemt § b3 c To —m«p PRI N S0 o
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ALPHA TWENTY-ONE PRODUC‘TION COMPANY

2100 FIRST NATIONAL BANK BUILDING

MIDLAND, TEXAS 79701 Avgust 21, 1979 215/683.5384
; El Pago Natural Gas Company
f 1800 Wilco Building
Midland, Texas- 79701
{ .
j . Attention: Mr. R. D. Janssen
Re: E1 Paso Plant No. 1
o 1650" FSL 660' FWL :
LF ‘ T . See, 32, T-23-S, R-37-E
g . C ; lea County, New Mexico
Gentlemen:
This is notification to offset operators that Alpha Twehtyime
Produciion Company has requested a hearing before the 0il Conservation
Division, on the captioned well, for an eighty acre non-standard Jalmat
Pro-ation Unit covering the N/2 SW/I, and an unorthodox location as stated
in the ‘caption. .
: The hearing will take place September 5, 1979. : .
‘ - : Yawer 4 vidler wvnniwe
'v.i .‘W r“u,
A ° )
< 2/ v
Tommy Phipps
' Executive Vice President
TP:ds 3800, Apr. 1976
P8 Form pr. AT o
Coertified Mail- !f g[ g | cowsuur POSTMASTER FOR FEES?lE?}?%‘?\%%& =@ g
Return Receipt z OPTIONAL SERVICES 8 és,é‘bb Ne| == ©
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ALPHA TWENTY-ONE PRODUCTION COMPANY

2100 FIRST NATIONAL BANK BUILDING
MIDLAND, TEXAS 79701

August 21, 1979

915/683-5384

Amarada Hess Corporation
P, 0. Box 840
Seminoie, Texas 79360

Atteation: Ira Johnson

Gentlemen;

This is notification to offset o
Production Commany has requested a he

in the caption,

vering the N/2 sw/,

1

El Paso Plant No, 1
- , 1650 FSL 660" FWL

See, 32, T-23-S, R-37-E
lea Cowmty, New Mexico

-

aring before the Qi Conservation
R en eighty acre non-standard Jalmat

The hearing will take Place September 5, 1979,

Very truly yours,
4 A7 -

i/
/3/ <
Tomdy Phip

perators that Mpha Twenty-One

and an wnorthodox Iocation as stated

TP: ds , Executive Vice President
- PS Form 3800, Apr. 1976 — le\ 5
p -4 : -4
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AI.PHA TWENTY-ONE PRODUCTION COMPANY

2100 FIRST NATIONAL BANK BUILDING August 21’ 1979

MIDLAND, TEXAS 79701 915/683-5384

Texaco, Inc,
P. 0. Box 3109
Midland, Texas 79702

Attention: Mr, E, H. Watkins

Re: E1 Paso Plant No, 1
1650 FSL 660° FWL
See, 32, T-23-S, R-37-E
lLea County, New Mexico

Gentlemen:

This 1is notification to offset operators that Alpha Twenty-One
Production Company has requested a hearing before the 0il Conservation
Division, on the captioned well, for an eighty acre non-standard Jalmat
Proration Unit covering the N/2 SW// and an unorthodox location as stated
in the caption.

The hearing will take place September 5, 1979,

Verv trulv your

To Ph1pps
Executive Vice President

TP:ds

PS Form 3800, Apr 1976
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ALPHA TWENTY-ONE PRODUCTION COMPANY
2100 FIRST NATIONAL BANK BUILDING

MIDLAND, TEXAS 79701 Avgust 21, 1979 918/683.5384

Gulf 01l Exploration and
Production Company

P, 0. Box 670

Hobbs, New Mexico -88240

Attention: Mr. R. C. Anderson, Production Maneger

Re: El1 Paso Plant No. 1

VLEAY DAY L /N v
AVUJSVYS folr 00U WL

Sec, 32, T-23-S, R-37-E
lea County, New Mexico

. Gentlemen;

This is notification to offset operators that Alpha Twenty-One

Production Company has requested 2 hearing before the 0il Conservatvion
Division, on the captioned well, for an eighty acre non-standard Jaleat
Proration Unit covering the N/2 SW/4 and an unoirthodox location as stated
in the caption, ' '

Lon -

L : The hearing will take placé September 5, 1979,

Very truly yours,

- [y =

-()N

Tommy Phipps
TP: ds . ' Executive Vice President
. ° .
’ . PS Form 3800, Apr. 1976 e
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ALPHA TWENTY-ONE PRODUCTION COMPANY

2100 FIRST NATIONAL BANK BUILDING
MIDLAND, TEXAS 79701 August 21, 1979 915/683.5384

Getty 0il Company
P. 0. Box 1231
Midland, Texas 79702

Attention: Mr, H, O. Wodds, Jr,

Re: E1 Paso Plent No. 1
1650t FSL 660' FWL
Sec, 32, T-23-S, R-37-E
Lea County, New Mexico

Gentlemén:

This is notification to offset operators that Alpha 'I'xventyémé
gz:c,:}u\?tim Company nas reguested a hearing pefore the 0il Conservation
vivision, on ine captioned well, for an eighty acre non-standard Jalmat

Proration Unit covering the N/2 SW/4 and an worthodox location as stated
iIn the caption. '

The hearing will take place September 5, 1979,

L Y .

/1:);:0'71’}11;1)3
Executive Vice President

Very truly yours

- TP;ds -
Fvs Form 3800, Apr. 1976
3 MASTE XU O\ @ 1 .
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ALPHA TWENTY-ONE PRODU TiON COMPANY

2100 FIRST NATIONAL BANK BUILDING
MIDLAND, TEXAS 79701 August 21, 1979 918/683-5384

Gackle 011 Company
. P. 0. Box 2038
Hobbs, New Mexico 88240

Attention: Mr. Albert Gackle

Ba: Bl Pasc Plant No. 1

1650' FSL 660! FWL
See, 32, T-23-S, R-37-E
lea Cownty, New Mexico

Gentlemen: '

This is notifica+ion to offset operators that Alpha Twenty—One
Production Company has requested & hearing before the 0il Conservation .
Division, on the captioned well, for an eighty acre non-standard Jalmat

Proration Unit covering the N/2 SW//4 and an worthodox location as statedA
in the caption,

The hearing will take place September 5, 1979,

Very truly ,gours,

n -
é;T r

O Phlpps

Executive Vice President
TP:ds .
PS8 Form 3800, Apr. 1976 ,
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- NATURAL GAS
ElPaso comeany B TASO OIS 70078

PHONE: 915-543-2600

OIL CONSEVATION DIVISION
00 HRI NO. L ST
CASENO. 6 < |

August 2, 1919  Sybmitted byﬂ&aﬁ[f.‘:&éﬁ__
Hearing Dale 7/$ 19
L

Black River Corporation
2100 First National Bank Building
Midland, Texas T9701

Re: Farmout Agreement dated March 12,
1979 between El1 Paso and Black
River

Gentlemen: ’ 1

As requested in your letter of July 26, 1979, El Paso
consesnts to the transfer of all rights granted by the sub-
Ject Farmout Agreement to Alpha Twenty-One Production Com-
pany. This consent is given with the understanding and on
the condition that Alpha Twenty-One Production Company is
a wholly owned subsidiary of Black River's parent company,

Alpha -Twenty-One Corporation.

EL PASO NATURAL GAS COMPANY

— -
///’ g
/\ lAJ‘ ¢ Ma&vb\’
T. W. Bittick "
Vice President

By

TWB:DI:ec




ASSIGNMENT

Reference is made to a Farmout Agreement from El Paso Natural Gas
Company to Black River Corporation, dated March 12, 1979, and covering
‘ the lands described in Exhibit "A" hereto (hereinafter referred to as
s ' - "the Farmout"). For an adequate consideration, the receipt of which is
r o acknowledged, BLACK RIVER CORPORATION (hereinafter referred to as "As-
1 : " gignor") hereby grants, sells, conveys and assigns all of its interest
' o in the Farmout, and all rights thereunder, to ALPHA TWENTY-ONE PRODUC-
- TION COMPANY (hereinafter referred to as "Assignée'), a wholly owned sub-
sidiary of Alpha Twenty-One Corporation, and Assignee's successcrs and
assigns. ’

This assignment is made subject to the terms of the Farmout, any
and all revisions thereto, and any and all agreements between Assignor o
and other parties affecting the lands covered by the Farmout and the
production from such lands; and Assignee agrees to comply with the terms
thereof. Assighor agrees that, as to any leased acreage which has pre-
- viously been earned by Assignor under ‘the terms of the Farmout, Assignor
will assign such earned acreage as directed by Assignee.

- . -_.. " .-
| EXECUTED this the _J6~= day of Aobvs T, 197.

Attest: BLACK RIVER CORPORATION

@u/u{_ )V oert. By /),n .(,m,. Was g;ﬁ E% i;’ g % ;?- :) |
)4,} Z’M:{Z%’VX President '

>

Attest: ' ALPHA TWENTY-ONE PRODUCTION COMPANY

- (ij;;l/ /{Z¥ 2 PP mmel By: fézggﬂ (Lo (. A/eéglléé%g’
- 62;4”77 >J¥C/;L;Z;:ah Vice President
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Page 2

= -

THE STATE 0FSThyaa)
COUNTY OF )\l Al X

g Yt

e r—————

The foregoing instrument was acknowledged before me this k;

day of __Ql QLo -f— » 1979, bYI ( 2 L(JQ I‘r\\.[!l ./JO%’G/)"DLQ L
' \/Ju b+ of BLACK RIVER CORPORATION, a cor-
poration, on behalf. of said corporation.

-~

_x% Commission Expires: ki’@—& Jlas )de[) <+t

ONNA PADGETT~Not1ry Publie

Notary PuZic
In .and for Mndland County, Texag " 4in and fori):); ! f /) :ﬁ’COunty, (e W) )
» 1981

THE STATE OF Q\iyaa )

COWTY OF ‘N~ A fand

ol du ya

The foregoing instrument wz . ackn wledged before me this '//;v'\'i'

day of flnuot » 1979, by Ellm,o(] vARIE D] s
Loy Lo A b A7 of ALPHA TWENTY-ONE PRODUETION COM-
PANY, a corporation, oa behalf of said corporation.
: ) N
x . My Commission Expires: &D W ‘/«)1/' /)L{"&‘
‘ .. 'DONNKX PADGETT‘\Intary Public 7 » Notary Pu}allc
‘ - “In and fm' \!:t!!.'zm! County, Texus

:g\u:,:; ’“ Com iosion B Y08y in and fory !\(d;/} { (’{ County R /7 o/
- NGRS .




¥ EXHIBIT "A"

i -

(To Assignment from BLACK RIVER CORPORATION to ALPHA TWENfY-ONE PRODUCTION
COMPANY) : »

TRACT NO. 1

‘Lease: NM 10

041 and CGas Lease made and entered into by and between the State of

New Mexico as Lessor, and Shell Petroleum Corp., as Lessee, dated ef-

fective September 15, 1933, bearing Serial No. B-1167-16, insofar and
; only insofar as said lease covers the following described lands situ-
| ated in Lea County, New Mexico, to wit:

Township-23-South, Range-36-East, NMPM
Section 22: N/2 SE/4, containing 80.0
acres, more or less

Proposed Depth: 3,550 feet
Interval: Jalmat Gas Pool

TRACT NO. 2

011 and Gas Lease made and entered into by and between the State of
New Mexico as Lessor, and Shell Petroleum Corp., as Lessee, dated ef-
fective September 15, 1933, bhearing Serial No. B-1167, insofar and
only insofar as said lease covers the following described lands situ-
ated in Lea County, New Mexico, to wit: ' A

| Township-23-South, Range-37-East, NMPM
‘ Sectior 32: N/2 SW/4, containing 80.0
acres, more or less

Proposed Depth: 3,250 feet
Interval: Jalmat Gas Pool




Page 2 of Exhibit "A"

TRACT NO. 3

Lease: NM 16

011 and Gas Lease made and entered into by and between James Franklin
Black as Lessor, and Roxana Petroleum Corp., as Lessee, dated effec-
tive May 25, 1927, insofar and only insofar as said lease covers the
following described lands situated in Lea County, New Mexico, to wit:

Township-24~South, Range-37-East, NMPM
Section 21: NW/4 SE/4, SE/4 SW/4&, con-
taining 80.0 acres, more or less

Proposed Depth: 3,225 feet
Interval: Jalmat Gas Pool

) TRACT NO. 4

- Lease: NM 46

Uil and Gas Lease made and entered into by and between the Urnited
States of America, as Lessor, and Union Texas, et-al, as Lessee,
dated effective July 1, 1962, bearing Serial No. LC-032511 (E) in--
sofar and only insofar as said lease covers the following described
lands situated in Lea County, New Mexico, to wit:

Township-25-South, Range-37-East, NMPM
g Section 8: S/2 SE/4, NE/4 SE/4, con-
taining 120.0 acres, more or less

Proposed Depth: 3,250 feet
Interval: Jalmat Gas Pool

TRACT NO. 5

LS s Leases: (1) WM 67

011 and Gas Leas2 made and entered into by and between the United
States of America, as Lessor, and El Paso Natural Gas Company as
Lessee, dated effective September 1, 1960, bearing Serial No.
LC-060942, recorded in Book 187, page 502 of the records of Lea
County, New Mexico, insofar and cnly insofar as said lease covers
the following described lands situated in Lea County, New Mexico,
to wit:
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Township-25-South, Range-37-Fast, NMPM
Section ll: $§/2 SE/4, containing 80.0
o acres, more or less )

(2) N 82

011 and Gas Lease made and entered into by and between the United
States of America, as Lessor, and Anderson Prichard 0il Co., et al,
as Lessee, dated effective September 1, 1960, bearing Serial No.
NM-0140977 insofar and only insofar as said.lease covers the follow-
ing described lands situated in Lea County, New Hexico, to wii:

Township-25-South, Range-37-East, NMPM
Section 11: N/2 SE/4, containing 80.0
acres, more or less

Proposed Depth: 3,500 feet
Interval: Langlie-Mattix

- TRACT NO. 6

[T T

Leases: (1) NM 52

ey

i . 011 and Gas Lease made and entered into by and between the United
States of America, as Lessor, and Anderson Prichard 0il Co., as
Lessee, dated effective February 1, 1960, bearing Serial No.
LC-032579-B, insofar and only insofar as said lease covers the fol-
lowing described lands situated in Lea County, New Mexico, to wit:

Township-25-South, Range-37-East, NMPM
% . Section 27: S/2 NE/4, NE/4 NW/4, con-
: taining 120.0 acres, more or less

e e b s e bbbt A it

(2) N 71

Uil and Gas Lease made and entered into by and between the United
r» States of America, as Lessor, and Union Texas, et al, as Lessee,
Ln. ‘ ‘ " dated effective November 1, 1961, bearing Serial No. LC-032579-F,

e insofar and only insofar as said lease covers the following de- ' :
scribed lands situated iu Lea County, New Mexico, to wit:
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Township-25-South, Range-37-East, NMPM
Section 27: §S/2 NW/4, containing 80.0
acres, more or less .

Proposeﬁ Depth: 3,150 feet
Interval: Jalmat Gas Pool

TRACT No. 7
Lease: NM 58

011l and Gas Lease made and entered into by and between the United
States of America, as Lessor, and Anderson Prichard 0il Co., et al,
as Lessee, dated effective March 1, 1950, bearing Serial No. LC-
054667, insofar and only insofar as said lease covers the following
described lands situated in Lea County, New Mexico, to wit:

Township-25-South, Range-37-East, NMPM
Section 33: NW/4 NW/4, S/2 NW/4, NE/4
SW/4, containing 160.0 acres, more or
less

Proposed Depth: 3,300 feet
Interval: Langlie-Mattix

e g




CAMPBELL anp BLACK, r.a.
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-

MICHAEL B, CAMPBELL

ILLiAM F. el DIVISION  saNTA FE. NEW MEXICO 87501
S, olL CONSERVATION f ’

A _ TELEPHONE (505) Da8 442

August 14, 1979

Mr. Joe D. Ramey

Division Director

0il Conservation Division

New Mexico Department of
Energy and Minerals

Post Office Box 2088 )

Santa Fe, New Mexico 87501

Dear Mr. Ramey:

——ad

Enclosed herewith, in tviplicate, 1s the applica-

3 tion of Alpha Twenty-One Production Company for unorthodox
| well location, non-standard proration unit and infill
findings, Lea County, New Mexico. The applicant requests
that this case be set for the examiners hearing to be held
on September 5, 1979.

Very truly yoursg,

William F. Carr

WEC:tn
Enclosure

i ce: Mr. Tom Phipps

| Alpha Twenty-One Productior Co.
First National Bank Building
21st Floor

Midland, Texas 79701




BEFORE THE
OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF THE APPLICATION
OF ALPHA TWENTY-ONE PRODUCTION

~ COMPANY FOR UNORTHODOX WELL LOCATION, CASE G 65 (

NON-STANDARD PRORATION UNIT AND
INFILL FINDINGS, LEA COUNTY,
NEW MEXICO.

APPLICATION

Comes now, Alpha Twenty-One Producticn Company by and
through its undersigned attorneys and hereby makes application
for an order for wellhead price ceiling category determination
pﬁfsuant to the Special Rule of the Division and Part 271.305 (b)
of the Federal Energy Regulatory Commission's Regulations Imple-
menting the Natural Gas Policy Act of 1978 and for approval of an

unorthodox gas well location and creation of a non-standard pro-

ration unit and in support of this application respectfully states:

1. Applicant is the operator of the N/2 SW/4, Section 32,
Township 23 South, Range 37 East, N.M.P.M., Lea County,

New Mexico.

2. Applicant seeks the establishment of an 80-acre non-
standard proration unit in the Jalmat Formation comprising
all of the above described acréage. Said non-standard unit
is to be dedicated to the El1 Paso Plant No. 1 Well which

applicant proposes to drill.

3. Applicant seeks an exception to the well location re-
guivemenis of 011 Conservation Division Rule 104 C II (a)
for the drilling of the well at the above mentioned

unorthodox location.




4. At present there is an existing well on this proration
unit located 1980 feet from the South line and 660 feet from
the West line of said Section 32 which was completed in and

produced from the Jalmat Formation.

5. Applicant seeks a determination pursuant to Part 271.305
(b) of the Federal Energy Regulatory Commission Regulations
Implementing the Natural Gas Policy Act of 1978 that the
subject well igrneggssary to effectively and efficiently
drain the portion of the Jalmat Gas Pooi covered by the pro-
posed proration unit which cannot be effecitvely and
efficiently drained by any existing well within the prora-
tion unit and will offer evidence in support of that deter-

mination.

WHEREFORE, applicant respectfully requests that this matter
be set for hearing on September 5, 1979 and that, after notice and
hearing as required by law, the Division enter its order granting

the application for unorthodox well location, non-standard pro-

ration unit and infill findings and ma&lng such other and further
nrowd 01 ~r Ao mawv ha ny~Anar in Y ﬁ“ém{ ono
pPLrvyso i L R e ] v FLUFCL i LilT pPiLCillioTo

Respectfully submitted,
CAMPBELL AND BLACK, P.A.

\ .
J s

By
i 1am - Sarr o

P ~a- NLC

1+ O5C ULL ‘ce Box LLUO

Santa Fe, New Mexico 87501
Attorneys for Applicant




BEFGRE THE
OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF THE APPLICATION

OF ALPHA TWENTY-ONE PRODUCTION

COMPANY FOR UNORTHODOX WELL LOCATION, CASE__ ( (5|
NON-STANDARD PRORATION UNIT AND
INFILL FINDINGS, LEA COUNTY,
NEW MEXICO.

APPLICATION

Comes now, Alpha Twenty-One Production Company by and
through its undersigned attorneys and hereby makes application_
for an order for wellhead price ceiling category determination
pursuant to the Special Rule of the Division and Part 271.305 (b)

of the Federal Energy Regulatory Commission's Regulations Imple-

i
n
g
)
pod

menting the Natural G ¢y Act cf 1978 and for approval of an

unorthodox gas well location énd creation of a non-standard pro-

ration unit and in support of this application respectfully states:
1. Applicant is the operator of the N/2 SW/4, Section 32,
Township 23 South, Range 37 East, N.M.P.M., Lea County,

New Mexico.

2. Applicant seeks the establishment of an 80-acre non-

standard proration unit in the Jalmat Formation comprising

o

11 of the above described acreage. Said non-standard unit

€.

is to be dedicated to the El Pasco Plant No, 1 UWe

b

1 which

(¥}

applicant proposes to drill.

3. Applicant seeks an exception to the well location re-
quirements of 0il Conservaiion Division Rule 104 C II {a)

for the drilling of the well at the above mentioned

unorthodox location.




4. At present there is an existing well on this proration

unit located 1980 feet from the South line and 660 feet from

the West line of said Section 32 which was completed in and

produced from the Jalmat Formation.

5. Applicant seeks a determination pursuant to Part 271.305

(b) of the Federal Energy Regulatory Commission Regulations
j Implementing the Natural Gas Policy Act of 1978 that the
| subject well is necessary to effectively and efficiently

I drain the portion of the Jalmat Gas Pool covered by the pro-

posed proration unit which cannot be effecitvely and

efficiently drained by any existing well within the prora-

tion unit and will offer evidence in support of that deter-

{ mination.

WHEREFORE, applicant respectfully requests that this matter

~ . B O R T “
be sot for h ild tnatc, a

PO S [ o _. . 1N
| NEATr1Ing vt aogplenwer J, 1I¢

D
a

hearing as required by law, the Division enter its order granting
; the application for unorthodox well location, non-standard pro-
| ration unit and infill findings and making such other and further

provisions as may be proper in the premises.

Respectfully submitted,
CAMPBELL AND BLACK, P.A.

Post Cffice
Santa Fe, New Mexico 87501
Attorneys for Applicant




BEFORE THE
OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF THE APPLICATION

OF ALPHA TWENTY-ONE PRODUCTION

COMPANY FOR UNORTHODOX WEILIL, T.OCATION, CASE QQL;/
NON-STANDARD PRORATION UNIT AND
INFILL FINDINGS, LEA COUNTY,

i NEW MEXICO.

i : APPLICATION

; Comes now, Alpha Twenty-One Production Company by and
through its undersigned attorneys and hereby makes application
for an order for wellhead price ceiling category determination
pursuant to the Special Rule of the Division and Part 271.305 (b)

of the Federal Energy Regulatory Commission's Regulations Imple-

- manting the Maturgl CGas Policy Act of 1978 and for approval of am
unorthodox gas well location and creation of a non-standard pro-

. ration unit and in support of this application respectfully states:

E 1. Applicant is the operator of the N/2 SW/4, Section 32,

Township 23 South, Range 37 East, N.M.P M., Lea County,

New Mexico.

2. Applicant seeks the establishment of an 80-acre non- -
standard proration unit in the Jalmat Formation comprising

of the above described acreage. Said non-standard unit

is to be dedicated to the El Pago Plant No. 1 Well which

F? % ; applicant proposes to drill,

3. Applicant seeks an exception to the well location re-

quircments of Cil Comservation Division Rule 104 C 1T (&)

L”“ o : for the drilling of the well at the above mentioned

unorthodox location.

g S P N A T I N e e W
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4. At present there is an existing well on this proration
unit located 1980 feet from the South line and 660 feet from
the West line of said Section 32 which was completed in and

\ produced from the Jalmat Formation.

5. Applicant seeks a determination pursuant to Part 271,305

(b) of the Federal Energy Regul

n

Implementing the Natural Gas Policy Act of 1978 that the

subject.well is necessary to effectively and efficiently
drain the portion of the Jalmat Gas Pool covered by the pro-
posed proration unit which cannot be effecitvely and

% efficiently drained by any existing well within the prora-

E tion unit and will offer evidence in support of that deter-

i mination.

WHEREFORE, applicant respectfully requests that this matter
Z be set for hearing on September 5, 1979 and that, after notice and
+ hearing as required by law, the Division enter its order granting
i the application for unorthodox well location, non-standard pro-

ration unit and infill findings and making such other and further

provisions as may be proper in the premises.

Respectfully submitted,
CAMPBELL AND BLACK, P.A.

) s
f 5y ;%ffgam b. gérr ST

Post Office Box 2208
, Santa Fe, New Mexico 87501
i Attorneys for Applicant
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Examiner Nearing - Wednesday - September 5, 1979 bocket No. 35-79

CASE G645: Application of Pepco Inc, for a unit agrcement, Chaves County, New Mexico, Applicant, in the
above-styled cause, secks approval for the Apache Springs Unit Arca, comprising 31,199 acres, more
or less, of Statc, federal, and fec lands fn Townships 10, 11, and 12 South, Ranges 30 and 31 East.

CASE 6646: Application of Belco Petroleum Corporation for approval of $nfill drilling and sinmultancous dedica-
tion, Eddy County, New Mexico, Applicant, in the above-styled cause, seeks a waiver of ¢xisting well
spacing requirements and a finding that the drilling of its James Ranch Unit Well No, 10 to be
located in Unit U of Section 1, Towaship 23 South, Range 30 East, Morrow formation, is necessary to
effectively and efficiently drain that portion of the proration unit which cannot be so drained by
the existing well.

¢ CASE 6638: {Continued from August 22, 1979, Examiner Hearing)

Application of Ladd Petroleum Corporation for downhole commingling, Rio Arriba County, New Mexico.
Applicant; in the gboves-styled ciiuse, seeks approval for the downhole commingling of Largo-Gallup
and Basin-Dakota production in the wellbore of its Lindrith Well No. 24 located in Unit F of Sec~-
tion 4, Township 26 North, Range 7 West.

CASE 6647: Application of 0. H. Berry for an unorthodox gas well location, Lea County, New Mexico, -
Applicant, in the above-styled cause, seeks approval for the unorthodox location of a Seven Rivers
well to be located 1650 feet from the North line and 330 feet from the East liv of Section 15,
Township 24 South, Range 36 East, Jalmat Gas Pool, the RE/4 of said Section 15 t.- be dedicated to
the well, .

CASE 6648: Application of Morris R, Aniweil for pool creation and special pool rules, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks the crecation of a new Mississippian o0il pool for its
Landlady Well No. 1 located in Unit B of Section 8, Township 12 South, Range 32 East, and special
rules thevefor, including 168-acre oil well spacing and a 4,000 to 1 gas-oil ratio.

CASE 6649: Application of Morris R. Antweil for an unorthdox gas well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of a Morrow test
well to be locared 660 feet from the South line and 1980 feet from the East line of Section 5,
Township 12 South, Range 32 East, the E/2 of said Section 5 to be dedicated to the well.

CASE 6650: Application of Doyle Hartman for compulsory pooling. non-standard gas proration unit, and unorthodox
well location, Lea County, New Mexico, Applicant, in the above-styled cause, secks an order pooling
all mineral interests in the Jalmat Gas Pool underlying the 3//2 WE/4 of Section 36, Township 24
South, Range 36 East, to form an 80-acre non-standard gas proration unit to be dedicated to a well
to be drilled &t an unorthodox location 231¢ feet from the North line and 1650 feet from the East
line of said Section 36. 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 applicaut as operator of the well
and a charge for risk involved in drillimg said well.
—
;;:TBASE 6651: Application of Alpha Twenty-One Production Ccupany for a non-standard proration unit, unorthodox
7~ well location, and approval of infill drilling, Lea County, New Mexico. Applicant, in the above-~
styled cause, seeks a waiver of existing well spacing requirements and a finding that the drilling
. of its El Paso Plant Well No. 1 at an unorthodox location 1650 feet from the South line and 660
féet from the West line of Section 32, Towmship 23 Snuth, Range 37 Bact; Jalmat Cagc Peol, is
necessary Lo effcctively and efficiently drain that portion of the non-standard proration unit, to
‘ comprise the N/2 SW/4& of said Section 32, which canrot be so drained by the existing well,

CASE 6652: Application of Shell 0il Company for statutory unitization, Lea County, New Mexico, Applicant, in

all mineral intcrests in the North Hobbs Grayburg-San Andres Unit encompassing 10,650 acres, more or
less, underlying all or portions of the following lands in Lea County, New Mexico: Sections 13, 14,
23, 24, 25, 26, and 36, Township 18 South, Range 37 East; Sections 17 thrue 21 and 27 thru 34, Town-
ship 18 South, Range 38 East. ’

The unitjzed interval would be the Grayburg-San Andres Formation between the depths of 3,698 fect
and 4,500 feet in Shell's State A Well No. 7, located in Unit H of Section 32, Township 18 South,
Range 38 East,

Among the matters to be considered at the hearing will be the necessity of unit operations; the
designation of a unit operator;™the determination of the horirzontal and vertical limits of the unit
area; the determination of a fair, reasonable, anl equitable sllocation of production and costs of
producrion, incjuding capital investment, to each of tiae vav: ns tracts in the unit area; the deter-
mination of credits and charges to be wade among the various owners inm the unit area for their
investment in wells and equipment; and such other matters as may be necessary and appropriate for
carrying on efficient unit operations, fncluding, but not ncecessarily limited to, vwnii voting pro-
cedures, selectjon, removal, or substitution of unit operator, and time of cormencement and termina-
tion of unit operations. (This case will be continued to september 19, 1979.) ’

L.
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dr/ OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

| CALLED BY THE OIL CONSERVATION
i DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. _6651]
order No. __RA-L12?

COMPANY FOR A NON-STANDARD PRORATION UNIT,

UNORTHODOX WELL LOCATION, AND APPROVAL OF INFILL
DRILLING, LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISIO

BY THE DIVISION: ‘ 1

This cause came on for hearing at 9 a.m. on September 5

5 19 79  at Santa Fe, New Mexico, before Examiner Richard L. Stamets !.

NOW, on this day of _September , 1979 . the

Division Director, having considered the testimony, the record, ;

and the recommendations of the Examiner, and being fully advised

{
/% We :premises,

it Nt om WL TN A2 E
4

i FINDS:

! (1) That due public notice having been given as required by
. e

law, the Division has jurisdiction of this cause and the subject
i
matter thereof. ' i

ﬁ ! {2) That the applicant, /?/’y éa, i/L«)e/n V/f/" 0/7& Z;o oéo?/éa}v

1@7 st / " seeks approval of a 80 ~acre non-standard gas proration unit !

| i b

] I a s 2 - » » — 3:

; :Econprising the A/2 S &' of Section _3 2. , Town- -
[

i ship_2173 ém.)% » Range 729 M , NMPM, to be dedicated to._, ,

)
|
i

Vo be orfd av-an uuarﬂa/}/ b
oo €/ Roo Pl 0 Mo ] e o
i
|

Pl/ i s well /”“‘z—*"‘ M5O feef Frpen ’igt Sew y{//uf aad €606 04¢ '437“1 %‘
Zopes ¥ /me | of said Section 32 .;
: %; / “[_’ !L (3\ Th&t the stazsda a gpAc{ ny unit in *’he iiﬁﬂmh"' Lomse Mommots b
Lil [7;IMul was Pool is zz? acres., L
| ¢ ! {4) That the entire non-standard proration unit nay reasonably

;ibe presumed productive of gas from the r/a /Mw

éiGas Poo). and that the entlire non-standaxd gas proration unit can |
“ibe efficiently and economically drained and developed by the '

I
*aforesgid well, _ _ 2

6 That a well at said unorthodox location will bettex

e

csnable applicant to preduce the gas underlying the proration unit.:

(6) That no offset operator objected to the proposed unorthodox

'
§

°
|
|

location.
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l S
!F l (9?&5? That the evidence preaented &hzn?gg spgnstrated that
. 'the drilling and completion of apolicant's wall at an
E.ZQ}”S’ ’\ innorthodox location mav rasult in the v\vaauv“icn cf 3d3iticnax
[ “1;/2:5 tgas_in—e*eese~o£—nne—biiiionfeubiczfaat from applicant®s acreage
075'&”7h which would not otherwise be recoverec from the proration unit,
Y2
Cubs? ffi// (1) @ That such additional recovery from the proration unit
: 0§ Lill result in said unit being more efficiently and economically
Prained. R U
[ ISR e 2
% . : : /resenf' 1
f / /2 .
| .u@) Sa: d/ : Mtl .)v‘uV’l We// Ak /5/70)" ec/gc/&q(.e
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%)yZpV'“ seicd 3/,//\@4{9{%////&/\3
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4
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ook seid wed cous/d ée P30 e ce <, o;;/,,.,»{

fargfydxstAd/,Zo'e /77/ /7?6;;4,*/ ééc, c;;=7.sch$r«:c7/ & 5

m/r// we )/ V2 sord v SV oy

W‘},Ll | | | ) o
So-acme ﬂa«'-s‘ém dured

!§ (12) That in oxder to permitéthe drainage of a portion of
ithe reservoir covered by said i proration unit
lwhich cannot be effectively and efficlently drained by the
iexisting well thereon, the subject application for infill dril-

iLing should be approved as an exception to the standard well
]spacing requirements for said Gas Pool.

(/5) V{f /7 Lo rr 8 Vorm e Orvte— _
_'/Vé NSFP7a5 \S‘t‘/oel—.seoétf

&/él—c/d 6&;

i ' !

i !
(/’){/ & That approval of the subject application will afford the apphcant]

]

“ /" fﬁqt‘/{’%

(/Q/[Mur

K/’/ Vi,

‘l

|

;} the opportunity to produce his just and equitable share of the gas in the
Jalmat Cas Pool, will prevent the economic loss caused by the drilling of

unnecessary wells, avoid the augmentation of risk arising from the drilling |

of an excessive number of wells, and will otherwise prevent waste and

protect correlative rights.
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IT IS THEREFORE ORDERED: !

| (1) That a#_§¢ __ -acre non-standard gas proraiion unit in the |
Jalmat Gas Pool comprising the N/2 SW/4 of Section 32, Township 23 South,
Range 37 East, NMPM, Lea County, New Mexxco, is hereby estabhshed nd 9,

wee R///u, meog_ ~Hrre be oA ted
v(déc/ dedicated to i@ E1 Paso Plant NeH No an unorthodox location/1650 ep

E feet from the South line and 660 feet from the West line of said Section 22. l
an I»//Ild‘// on se:'d 0w sV uderd LPrere Yoo zwiV  The
lauthorization for infill drilling granted by this order is an

‘exception to applicable well spaci.g requirementv and is
o~4-"~ necessary to permit the drainage of a portion o the reservoir

*'"JW proration unit which cannot
! ¢iently and economically be drained by any existing well

ithereon,

@3)That jurisdiction of this cause is retained for the entry of

/such further orders as the Division may deem necessary.

/ ‘ DONC at Santa Fe, New Mexico, on the day and year hereinabove designateq.
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