


|
- TrawseripTs
omail ExhibiTs,

ETC,

t




- -
. »
-
. Y
T
Cw
.
S e
L s O
™ - s
R va- -
e e W . ..
e S
.
»
. ‘ K
3
-
]
P
v
3
-
3

1
H
i
K

P20 7 l‘jot

RECEIPT F&R (,,“&;‘FIED MA(L
NO INSURANCE CO% <RAGE PROVIDED —

NOT FOR INTERNATIONAL MAIL

{See Reverse)

SENTTO

M. 0il Conservation Div

STREET ANDND

P. 0. Box 2088

ﬁo STATE AND ZIP CODE

Santa Fe, New Mex1co 875(11
POSTAGE s 15
CERTIFIED FEE 1 ’ 25

81 | sreciaLpeuveny e
- RESTRICTED DELIVERY <
=3 [ DA
E 1w <
A
2{21E
{518
=1 E o -
25z ‘
o oD

& .
TOTAL POSTAGE AND FEES . 1.40
POSTMARK OR DATE

8-27-80

¢ PS Form 3800, Apr. 1976

g R g A N e TS R i i n




-.

ATES
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- CORPORATICN

S. P. YAYES

CERTIFfERTREE T v 13 py presor
RETURN g“’ ’@‘ ;Vlce ’::::z“:io
RE e < 798 J rfc . YATES

Q
IL ¢ ON\v RV \ §Vl e PUESIDENT

SqNTA FN DIWS’&&HARPER

207 SOUTH FOURTH STREET
ARTESIA. NEW MEXICO 88210

TELEPHONE (S05) 746.3558 ' = ‘ﬂ}-’
ugus ’ ’
August 27, 1980 } l,%"}'%
TO: UWNLEASED MINERAL CWNERS NEW MEXTQO OIL CONSERVATION DIVISION

ADDRESSEE LIST ATTACHED . 0. Box 2088

Santa Fe, New Mexico 87501
Attention: Mr. Daniel S. Nutter

Re: Rushing "NJ" $#2
Township 19 South, Range 25 East, NMPM
Section 6: SE/4 SE/4
Eddy County, New Mexico

Ladies and Gentlemen:

We are enclosing Order No. R-6346 which pools the captioned lards
for the drilling of the Rushing "NJ" #2. Pursuant to %13 of page 4,
we are enclosing an AFE listing estimated well costs. Should you
wish to participate in the drilling of this well, we request that
your share of expenses be paid within the time limit given in %4 of
page 4. If not, we would still accept the lease previously sent to

you covering your interest in the captioned acreage should you wish
to lease to us.

If you do not choose either option, we have no choice but to consider
your interest pooled as per the terms of the enclosed order and
continue as such.

Thank you.
Very truly yaurs,
Randy G. Patterson
Land Department
W Colbii
By: Kathy Colbert
KC/qat

Enclosures
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Steve lLane Vincent

¢ Elaine McCombs Vincent
2809 W. 4th S
Amarillo, Texas 79102

Gail Scroggins

Rocket Mobil village

Lot Bl4

Alamogordo, New Mexico 88310

)

J. C. Valcott
2222 Lime’
Deming, New Mexico 88030

Billy J. Walcott

g Bobby Walcott

2402 Louisiana Bivd. NE
Albujueraur, New Mexico 87110
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STATE O NEW MEXIGO
! IRGY AND MINERALS DLEPARTMI ~~.

OIL CONSERVATION DIVISION SR
[l Yy,

» L4 A K LAALIA ) A A\ " Al ’/ S‘/:\p = '\
IN THE MATTER OF THE HEARING on - 259
CALLED BY THE OIL CONSERVATION - Leope. B0 f
DIVISION FOR TIlE PURPOSE OF R ‘gﬁwwi;‘n\\(QJ/
CONSIDERING: 4 - N4 g Olvisy,

. N

CASE NO. 6843
Order No. R-6346

APPLICATION OF YATES PETROLEUM
CORPORATION FOR TWO COMPULSORY
POOLINGS, EDDY COUNTY, NEW MEXICO.

%,

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at % a.m. on May 7, 1980,
at Santa Fe, New Mexico,: before Examiner, Danicl S. Nutter.

NOW, on thls 22nd day of May, 1980, .the Division
Director, having considered the testimony, the record, and
the recommendations of the Examiner, and being fully advised

" in the premises,

"FINDS:

{1} That due public notice héving been given as required
by law, the Division.has jurisdiction of this cause and the
subject mattgr thereof.

(2) That the appllcant, Yates Petroleum Corporation,
seeks an order pooling all mineral interests in the Yeso
formation underlying two 48-acre proration units, the first
bcing the SE/4 SE/4 and the second being the SW/4 SE/4 of
Section 6, Township 19 South, Range 25 East, NMPM, Penasco
Draw Field, EBddy County, New Mexico.

(3} That the applicant has thce right to drill and
proposes to drill a well at a standazd location on each of
the aforesaid units. :

{4} That there arec interest owners in the proposed
proration units who have not agreced to pogl their interests

{(5) That to avoid the drilling of unneccssary wells, to
protect correlative rights, and to afford to thec owner of
each interest in sald unit the opportunity to recover or
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case NO. 6843
Oorder NO. R-6346

(13) That upon the failure of the opcrator to commence
drilling of the rushing wng" Well No. 1 to which the sw/A SE/A4
of gection 6 is to be dedicated on oOr pefore August 1, 1980,
the order poolinq‘both of the subject units should become
null'and void and of no effect whatsocver -

.(14) That upon failure of ‘the operator to commence
drilling of the rushing *NJ " Well No. 2 within 60 days after
putting Rrushing nng" Well No. 1 on production, the oxder
poolind the SE/4 sg/4 of gection © should pecome null and
void and of no effect whatsoever:- |

IT IS5 THEREFORE ORDERED :

(1} That all mineral interests, shatever rthey ™aY he,
in the YesO formation-underlying two 40-acre proration uiiits
the first peing the SE/4 sE/4 and the,second peing the sw/4 sE/4
of gection 6, Township 1g South, Range 25 East. NMPM, Penasco
Draw Field, gday County:s New Mexico, are herebyY pooled to

form tWO standard 40-acxre oil spacing and‘proration anits:

each toO be dedicated to a well to be drilled at a standard
location thereon-

pROVIDED HOWEVﬁR, that the operator of the sw/4 SE/4 of
said Section © shall commence the drilling of a well thereon.
being the Rushing‘“NJ" Well NO-. 1, on OF pefore the first

day of august, 939,»and shall thereafter continue the drilling
of sai&‘weii Jitn due diligence to a depth sufficient to test
the YesO foxmationi

pROVIDED FURTHER, rhat in the event said operator does
not commence the driiling of said well on or before the first
day of august, 1980, order (1)- of this order shall be null
and void ang of n° effect whatsoeVver: unless said operatol

obtains & time extension from the pivision for good cause
shown.

pROVIDED FURTHER. that should said well not be grilled to
complction, or abandonment, within g0 4days after commencement
thereof, said operator shall appeal hefore the pivision Director
‘and shov cause whY oxdexr (1) of this order should not be
rescinded.

pPROVIDED FURTHER, that the operator of the gp/4 SE/A of
said Section ¢ shall, within 60 da{g,aiter_puttrng thg‘gio;e;‘\

said Rushingﬂ“NJ" Wwell NO- 1 on_oroduction,Acoimencc the
3 Rust>> y _PLC

Y g e

drilling of a WCli/thereon, peing the rushing wpg" Well No. 24
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YATUS PETROUCEL CORPoRALLON
‘ MITHORVIY YO0 EeCIDT riRe

AL H P03 D

Hovision W i
0a |.l.‘_‘_,'.\‘l.l.|';n:','l..:'2‘1'\"‘! S
. .
Lewse e Pachine 1442 Location B3R 350/ Heey 61080 Do
Coautnty lt! l"""”m RN RS 1 T o T Fiel d POo vy 4 l‘ T
Hord i~ ,‘;'"'"""f:jift: O N S ) 7 L 8 S N
Est, Coiyrd L fon Wate T T e g Centagoy T

Primacy thicotive: S 100 .| Gas
Recaanloetieon

Mirpone . : Ariltlinag-<tloew

-

Type Vel Abevelopmont A Uxploratory
ll1;.'ﬂll'1l__Fjlﬂj:iA

9210 Staking Permit & Legal Fees

SFAN Location, Right-of-lay

a1 -rillinag, !nnraqﬁ

4213 Dr:tlln), Dayuork 1

_ days 0 43050 fday
o2t /0213

Toving. in, 3\\5u111w1'1ﬁ31""ﬂﬁg;gilnj dovin -

g2ed Bits, Tools & Supplies

9214 D:ll11nu \later

9215 Drilling Hud A Additives

a2Ln tard Logaing Unit _
9217 Cemont, Toels & Services, Teep. Surveys

azis il Sten Teosting
9219 Electric Logs

Ry Tool & Lauip., Rental, Trucking, Melding
RS Sunorvision & Ouarhead '
0223 Coring, Tonls & Servicoes

0241 Coppletion Unit 3 days O 1037 /day
9247 Stinulation . o
9222 .Contingency . S

’ ‘ JOTAL EHTARGIBLES

WL ECupceny iﬂ\]»

1314 ) Christwas Tree and b 011 Heag

0302 Casing:10 3/h", 10 ) -55, " 320! v
2302 : L2 .3”5‘ (N,
9302 . “ _].//?.”_,_ 'i i

l:] i} and/or Gas
Gther (Supnleent AFE, otc.)

Qy" ttole

( Suh \I u';' fon

3 S U0
5,000

"L:? ,' ‘L)
lﬂ,huﬂ
3,000
A
1,000
3,900
1,100
Ju,)vﬂ
7,00
(\,(\n\')

2,200

3 $ 2,400
. b han

. 51 a9

]3 ,“3

e,aoo

9303 Tubhing: D 3/50 0 3 ;- 560
9301 . Packer A Spocial 1,wont i
9350 Continqency o ) 3 160
TOTAL WELL £QUIPHENT $ s hh0%00
LEAST & CATIORY TQUIFnDHT TOSTS: .
Qi Piraning Equipeent 5 S ?,;QU
G102 Storaae =010 bbl. welded, w/stodr, walic, un bbl, _ . /,!0&'
9403 CoSeparabion Y. FrewYises, Yatves 3 i1tL1an ? 2 1
Qs Trucking 2 ConJLrLctxnn Costs q”

TOTAL LEASE & BAFTERY LOULPR.

]nf.\l g

"NATES PEIROLCLL CORPOR ,\rm
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By " Date:
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S- P. YATES

: PRESIDENT
. ,\ S MARTIN YATES, 1
A
VAN Vice PREsipenT
e » "f ~ , JOHN A. YATES
o Sy T VICE PRESIDENT
. s
. N ) B. 'W. HARPER
R N TS \ - " SEC..TREas
207 SOUTH FOURTH STREET Ry P Loty /
PN . e e : .
ARTESIA, NEwW MEXICO 88210 4/1/ ‘/"(\‘ e / EA
TELEPHONE (505) 746.3558 4,(1\'/ " o
~

May 8, 1980

0i1 Conservation Division :;l‘

P. 0. Box 2088
Santa Fe, Mew Mexico 87501

Attention: Daniel S. Nutter

Re ., ~Txaminer Hearing

Case No. 6843

Dear Mr. Nutter:

We are writing pursuant to your request during the captioned hear-
ing to furnish you with information concerning the Mobil "cp® #1

» Range 25 East, The

id ) g were never compul-
sory pooled for the drilling of the Mobi) "CIY #1. Proceeds attyi-
butable to their interests have been held

in Suspense since first
Tuiis. A copy of our paysheet showing thi

S suspension is enclosed
for your information,

Should you have any further questions,

please do not hesitate to
contact me,

Very truly yours,

Randy G. Patterson
Land Department
RGP/kc
Enclosure




STATUS -

1 - Suspend - No Div. Order
5 - Suspend - Unleased

7 - Suspend - Title Requirement 3?:?,
2 - Pay o
YATES PETROLEUM CORPORATION
Division of Interest
Date - First Sales
Lease: YPC-Mobil "CI" Federal No. 1
Sk Sec. 6, T19S-R25E
waER NAME INTEREST TYPE STATUS ITD.»
United States . 0941063 R1 2 530196958-E
Drawer 1857
Roswell, New Mexico 88201
Nadine P. Rushing .0009654 RI 2 -
2605 W.Alameda ‘ _
Roswell, New Mexico 88201
Patricia Jo McFarrez .0028963 RI 2 585-09-5537
303 5o0. Evergreen
Roswell, New Mexico 88201
Lillian Poteet Hanners .0009654 RI 7-1
Roy T. Mobley .0038617 RI 2  525-92-0298
600 -Alcalde SH, Apt. 3A .
Albuquerque, New Mexico 87104
George L. Reese, Jr. .0019308 RI 2 h25-90-9167
P. 0. Box 1776
Roswell NM 88201
Carmex, Inc. .0019308 RI 2 85-6013513
P. 0. Box 1718
Carlsbad, NM 88220
J. W. Abernathy .0038617 RI 2 525-10-6783
321 S. Avenue A
Portales, New tlexico 88130
Florence VanValkenburg .0012873 RI 2 520-30-3042
Box 97
Rock Springs, WY 82901
Agnes Burdess .0012873 R1 Z 529-30-7383
2942 Grant Avenue
Ogden, Utanh 84401
Eleanor Rees Hesketh .0003218 RI 7-1 ~
Rebecca Rees HWallen .0003218 RI 7-1




__OWNER INTEREST TYPE STATUS 1.D.
Lois LaVerne Rees .0003218 RI 7-1
James Richard Rees .0003218 R1 ‘ 7-1
(Edgar) Morris Vincent - .0012873 - RI ’ 7-1
; . P oy
§ (Charles) Loran Vincent .0012873 RI T<¥ "Ll 7 rte s gt
i | Elaine McCombs Vincent .0003218  RI 2 452-14-1395
; 1106 W. 16th Street ‘
Amarillo, Texas 79102 ,
§ ‘ Richard Dean Vincent ' .0003218 RI 7-1
| Morris Edgar Vincent .0003218 RI 7-1
é <
§ Pat (Shi) Vincent .0012873 RI 7-1
.o Mary E. Brown ~ .0001427 - RI 7-1
“ _ |
E
: Bobby Walcott .0001427 ° RI 7-1
i Monie Cowan .0012872 RI 7-1
: Betty Artz .0012872 R1 7-1
E Dorothy R. Brown 0376425 ORI 2 §43-24-1575
: P.0. Rox 5325

Midland, Texas 79701

Mobil Producing Texas & Hew Mexico Inc. .0470531 ORI 2 13-5401570
P. 0. Box 100275
Houston, Texas 77212

Mary Florence Bennett .0231703 7-5-1

Steve lLane Vincent .0025745 7-5-1




A (
OWNER o INTEREST ___ TYPE STATUS 1.D.
J. C. Malcott } ...oonsrs o 7-5-1
'f Charles 0. Walcott 0011414 15
o '
b Billy J. Walcott .0011414 7-5-1
1 H
| i Gail Scroggins 0011414 7-5-1
r i
: Betty Klump .0011499 7-5-1
|
. Patsy Whitlock .0011499 7-5-1
| f
?
B! Mickey J. Walcott .0011499 7-5-1
b
~— J. E. Westervelt 0102978 7-5-1
o
1 Martin Yates 11 Account #2 . 0956747  MWI 2 525-72-8577
; 207 S. 4th Street ‘
: Artesia, NM 88210
|
% Yates Drilling Company Acct. #2 0956747 WI 2 85-0139955
s 207 S. 4th Street '
] Artesia, NM 88210
L John A. Yates Acct. #2 .0956747 WI 2 525-50-5925
; 207 S. 4th Street ‘ '
Artesia, NM 88210
!
‘ Yates Petroleum Corporation a/¢ #2  .287024% Wi 2 85-0154842
| 207 S. 4th Street
', Artesia, NM 88210
Yates Petroleumn Corporation . 1751310 Wl 2 85-0154842

ol




CERTIFIED MAIL ” e

e RETURN RECE‘PI . MARTIN YATES. It
! % TEE REQUESTED - Jon:l: ::::I:Em
/ PETRULEU" VicE PRESIDENY
________ CORPORATION 6 w. HARpER
207 SOUTH FOURTH STREETY See TRErS
ARTESIA. NEW MEXICO 88210 '
TELEPHONE {505) 748-1331 ] "'( }
At 0;("
. N ¥ ¢ '
December 4, 1980 sedt
Steve Lane Vincent Billy‘J. Halcott
c/o Elaine McCombs Vincent c¢/o Bobby Walcott
2809 West Fourth Street 2402 touisiana Blvd., NE
Awarillo, Texas 79102 Albuquerque, New Mexico 87110
Gail Scroggins New Mexico 0il Conservation Div.L///
Rocket Mobil Village P. 0. Box 2088
Lot B-14 Santa Fe, New Mexico 87501
J»A]amogordo, New Mexico 88310 Attn: Mr, Daniel S. Nutter

Re: Rushing "NJd" #1
T-19-S, R-25-E, NMPM
Section 6: SWYSEY
Eddy County, New Mexico

Ladies and Gentlemen:

We are enclosing Order No. R-6346 which pools the captioned lands for produc-
tion of the captioned well. Pursuant to Paragraph 5 of Page 4, we are en-
closing an itemized schedule of expenses through September 30, 1980.

We request that your share of your expenses be paid within the time limit
recited in Paragraph 6 of Page 5. Unless payment is received within this
time period, we have no choice but to consider your interest pooled under the
above mentioned order and collect the penalty allowed.

Thank you.
Yours very truly,
! P RANDY G. PATTERSON
REN A 11980 ﬁi " Land Department
e e A Lx

-2
T CONSTRVATICN Division ﬁf/a&‘ D (/QU/ e ’VLW

SANTA €€, » Kath‘y Colbert
Kc/bh

Enclosures

R -
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STATLE OF NEW MEXICO
TRGY AND MINERALS DEPARTMI °
"~ OIL CONSERVATION DIVISION

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

"CONSIDERING:

CASE NO. 6843
Order No. R-6346

APPLICATION OF YATES PETROLEUM

CORPORATION FOR TWO COMPULSORY
POOLINGS, EDDY COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on May 7, 1980,
at Santa Fe, New Mexico, before Examiner, Daniel S. ‘Nutter.

NOW, on this___ 22nd day of May, 1980, the Division
Director, having considered the testimony, the record, and
the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:
(1) That due public notice having been given as reguired
by law, the Division has jurisdiction of this cause and the

subject matter thereof.

_ (2) 'That the applicant, Yates Petroleum Corporation,
seeks an order pooling all mineral interestes in the Yeso
formation underlying two 40-acre proration units, the first
being the SE/4 SE/4 and the second being the SW/4 SE/4 of
Section 6, Township 19 South, Range 25 East, NMPM, Penasco
Draw Field, Eddy County, New Mexico. '

(3) That the applicant has the right to drill and
proposes .to drill a well at a standard "location on each of
the aforesald units.

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

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of
each interest in said unit the opportunity to recover or
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Case No. 68( (
Order No. R-6346

L

receive without unnecessary expense his just and fair share
of the oil and gas in said pool, the subject application
should be approved by pooling all mineral interests, whatever
they may be, within said units. '

(6) That the applicant should be designated the operator
of the subject wells and units.

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

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

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

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

(11) That $2,000.00 per month while drilling and $200.00

.per month while producing should be fixed as reasonable
charges for supervision (combined fixed rates) for each well:

that the operator should be authorized to withhold from
production the properiionate share of such supervision charges
attributable to each non-consenting working interest, and in
addition thereto, the operator should be authorized to withhold
from production the proportionate share of actual expenditures
required for operating the subject wells, not in excess of

what are reasonable, attributable to each non-consenting
working interest.

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

~
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Case No. 6843
Order No. R-6346

(13) That upon the failure of the operator to commence
drilling of the Rushing "NJ" Well No. 1 to which the SW/4 SE/4
of Section 6 is to be dedicated on or before August 1, 1980,
the order pooling both of the subject units should become
null ‘and void and of no effect whatsoever.

(14) That upon failure of the operator to ccmmence
drilling of the Rushing "NJ" Well No. 2 within 60 days after
putting Rushing "NJ" Well No. 1 on production, the order
pooling the SE/4 SE/4 of Section 6 should become null and
void and of no effect whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
in the Yeso formation underlying two 40-acre proration units,
the first being the SE/4 SE/4 and the second being the SW/4 SE/4
of Section 6, Township 19 South, Range 25 East, NMPM, Penasco
Draw Field, Eddy County, New Mexico, are hereby pooled to
form two standard 40-acre oil spacing and proration units,
each to be dedicated to a well to be drilled at a standard
location thereon.

PROVIDED HOWEVER, that the operator of the SW/4 SE/4 of
said Section 6 shall commence the drilling of a well thereon,

"being the Rushing "NJ" Well No. 1, on or before the first

day of August, 1980, and shall thereafter continue the drilling
of said wcll with due diligence to a depth sufficient to test
the Yeso formation;

" PROVIDED FURTHER, that in the event said operator does
not commence the drilling of said well on or before the first
day of August, 1980, Order (1) of this order shall be null
and void and of no effect whatsovever, unlcss said operator
obtains a time extension from the Division for good cause
shown.

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 90 days after commencement
thereof, said operator shall appear before the Division Director
and show cause why Order (1) of this order should not be
rescinded.

PROVIDED FURTHER, that the operator of the SE/4 SE/4 of
said Section 6 shall, within 60 days after putting the afore-
said Rushing "NJ" Well No. 1 on production, commence the
drilling of a well thereon, being the Rushinhg "NJ"” Well No. 2,
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Oxder No. R-6346 .

and shall thereafter céntinue the drilling of said well with
due diligence to a depth sufficient to test the Yeso formation.

PROVIDED FURTHER, that i the event said operator does
not commence said Rushing "NJ" Well No. 2 within said 60-
day period, Order (1) of this order shall be null and voiad
and of no effect whatsoever with respect to the SE/4 SE/4
of Section 6, Township 19 South, Range 25 East, NMPM, unless
said operator obtains a time extension fror the Division for
good cause shown.

PROVIDED FURTHER, that should said well not be drilled
to completion, or abandonment, within 90 days after the
commencenent thereof, said operator shall appear before the
Division Director and show cause why Order (1) of this order
should not be rescinded with respect to the SE/4 SE/4 of
said Section 6.

(2) That Yates Petroleum Corporation is hereby designated
the operator of the subject wells and units.

{3) That after the effective date of this order and
within 90 days prior to commencing each of said wells, the
operator shall furnish the Division and each known working
interest owner in the appropriate 40-acre unit an itemized

______ —— % [l
sechedule of estimated well costs.

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

(5) That the operator shall furnish the Division and each

- known working interest owner within the applicable 40-acre unit

an itemized schedule of actual well costs within 90 days
following completion of the well; that if no objection to
the actual well costs is received by the Division and the
Division has not objected within 45 days following receipt of
said schedule, the actual well costs shall be the reasonable
well costs; provided however, that if there .is an objection to
actual well costs within said 45-day period the Division will

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

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

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

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

(8]} That the operator shall distribute said costs and
charges withheld from production to the pariies who advanced
the well costs.

(9} That $2,000.00 per month wnile drilling and $200.00
per nonth while producing are hereby fixed as reasonable
charges for supexrvision (combined fixed rates) for each of
the subject wells; that the operator is hereby -authorized to
withheld from proeduction the proportionate share of such supex-
vision charges attributable to each non-consenting working '

- interest, and in addition thereto, the operator is hereby

authorized to withhold from production the proportionate share
of actual expenditures required for operating such well, not
in excess of what are reasonable, attributable to each non-
consenting working interest.

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

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

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

Ry
ry.

(13) That 3urisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessa

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

STATE OF NEW MEXICO
IL CONSERVATION DIVISION

(
\ //

’d
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2 \L LAY

JOE D ,//‘”‘
// Director £
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TO: UNLEASED MINERAL OWNERS KEW MEXICO OIL CONSERVATiON DIVISION
ADDRESSEE LIST ATTACHED P. 0. Box 2088 ]
Santa Fe, New Mexico 87501

Attention: Mr. pPaniel S. Nutter

Re: Rushing "NJ" #1
Township 19 South, Range 25 East, NMPH
Section 6: SW/4 SE/4
Eddy County, New Mexico

Ladies and Gentlemen:

It has been brough to our attention that in our "certified -
Return Receipt Requested" letter dated June 5, 1980, the
desceription for the captioned well was wrong. On Page 3,

{1 of the Oxder No. R-6346 encivsed in said letter, it states
the first proration unit shall be the SE/4 SE/4 and the second
the SW/4 SE/4. The second part of that paragraph states the
proration unit for the Rushing "NJ" #1 to be the SW/4 SE/4,
Therefore, the description for the Rushing "NJV #1 stated in
our letter of June 5; 1980, should read SW/4 SE/4 of Section
6, Township 19 South, Range 25 Tast, not SEf&4 SEfé.

We are sorry for any hconvenience this typographical exrror
may have caused you and hope this letter explains to youx
satisfaction.

Thank you.

Very truly yours,

Randy G. Pattexrson
Land Department

B G
altt R
By: Kathy Colbert

[ke




STEVE LANE VINCENT
‘c/o Elaine McCombs Vincent
i 1106 W. l6th Street
|

‘Aamarillo, Texas 79102

GAIL SCROGGINS

1006 College
‘Alamogordo, New Mexico
= 88310

‘J E. WESTERVELT

709 1/2 R Avenue
“‘:Natlonal City, California
92050

e

Wﬂ
- Iy, 2 e
P t N
J. C. WALCOTT .y o~ d jjgﬁLﬁ& WALCOTT
706 Dewey Lane Che 4 é o/f; by Walcott
Alamogordo, New MexiqR; ﬁﬂo, 24 ouisiana Blvd. NE

New Mexico

88316‘4Fc‘ﬁlb&%perque,
87110

MICKEY J. WALCOTT
Box 192
"High Rolls,

PATSY WHITLOCK

c/o Bobby Walcott

2402 Louisiana Blvd. NE

Albuquerque, New Mexico
87110

New Mexico
88325




N R
e

LEPHONE (505! ? 46-.3558

1980

TE

June 5

Thank YO

 ECEIVED

\‘;és |
JUN 191980 !L }

-

remrari
PR S

oIl CO‘NQ(-RVATl &\T‘“* .
s: DIVISION
SANTA FE ‘

——

Jxe

Enclosures

X s P. YATES
RETURN RECE‘P'I‘
4 MARTIN yares. W

REQUEST VIiCE F?\zﬁv_\un'
ED Jonn A YATES

t VICE Pavnozm'

B. W HARPER

sgc.-TREAS:

vaxy tuly
ranidy patterson
tent




STEVE LANE VINCENT
‘c/o Elaine McCombs Yincent

Ny 1 1
L C(‘f\ S R\/AT!ON U!WSION

J. C. WALCOTT
706 Dewey Lane

BILLY J. WALCOTT
c/o Bobby Walcott

ﬁ106 W. l6th Street Alamogordo, New Mexico 2402 Louisiana Blvd. NE
‘Amarillo, Texas 79102 88310 Albugquerque, New Mexico
. 87110
GAIL SCROGGINS PATSY WHITLOCK MICKEY J. WALCOTT
1006 College c/o Bobby Walcott Box 192
Alamogordo, New Mexico 2402 Louisiana Blvd. NE "High Rolls, New Mexico
88310 Albugquerque, New Mexico 88325
87110
w.___J. E. WESTERVELT
© . 709 1/2 R Avenue
" Wational City, California
92050 ¢«
[ .:éiffnﬁi‘ﬁ *j‘xi ;) -
i!".;); JUf o l‘\
[ JUN 20 igen i ]




Page 1

1 STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
2 GIL, CONSERVATICN DIVISION
STATE LAND CFFICE BLDG.
3 N SANTA FE, NEW MEXICO
7 May 1980
4
EXAMINER HEARING
5
6 )
IN THE MATTER CF: )
7 )
Application of Yates Petroleum Corpor- )} CASE
8 ation for two compulsory poolings, ) 6843
. ! Eddy County, New Mexico. )
— g \
@ 10
w g . .
O g BEFORE: Daniel S. Nutter
~m3§ 11
Q 5355
> 233
O ==2
@258 12
Z di TRANSCRIPT OF HEARING
- 5 g* 13
el
<
o * 1
. = APPEARANCES
! 16
i For the 0Il Conservation Ernest L. Padilla, Esqg.
% i Division: Legal Ccunsel to the Division
; State lLand Office Bldg.
& 18 Santa Fe, New Mexico 87501
é 19
: 20 For the Apvplicant: Chad Dickerson, Esqg.
\ - LOSEE, CARSONM, & DICKERSON
2! Artesia, New Mexico
- 22
:
23
24
p




Page 2

! INDE X

3 RANDOLPH PATTERSON

a2

4 Direct Examination by Mr. Dickerson 3

. 5 Cross Examination by Mr. Nutter : 8

10

"

12 EXHIBITS

Rt. 1 Box 193-B
Santa Fe, Mew Mexico 87501

Phone (505) 455-7409

13

SALLY W. BOYD, C.S.R.

14

v

Applicant Exhibit One, Plat

® | Applicant Exhibit Two, List 4

16 Applicant Uxhibit Three, Letters 5

17

(O]

Applicant Exhibit Four, Operating Agreement
18 . ca s . .
Applicant Exhibit Five, AFE 7
19
20
21
22
23

24

25




Rt. 1 Box 193-B
Santa Fe, New Mexico 87501

SALLY W. BOYD, C.S.R.

Phone (505) 455-7409

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Page E 2
MR NUTTER: We'Xl call néxt Case 6843.
MR. PADILLA: Application of Yates Petro-
leum Corporation for compulsory pooclings, Eddy County, New
Mexico.
MR. DICKERSON: Chad bickerson, on behalf

of the applicant. I have one witness.
(Witness sworn.)

RANDOLPH PATTERSON
BEING called as a witness and having been duly sworn upon his

oath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR, DICKERSON: l

i

8 Will you state your name, your occupation,

please?

A, Randy Patterson. I'm a landman foxr

Yates Petroleum Corporation.
0. Mr. Patterson, you've previously testified
before this Division as a landman for your emplcyer? |
A Yes, sir.
0. Vere Exhibits One thrcugh Five, to which

vou will refer, prepared by you or under your direction?

1

A Yes, €ir, they were.
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0. iAnd are you familiar with the purpose of
this application today?

A Yes, sir.

{. Would you briefly describe the rurpose
of this pending application?

A This application is to seek compulsory
pooling for several parties who could not be contacted for
the drilling of two Yeso oil wells in Eddy County, New Mexico.

) Would you please turn to Exhibit Number
One and describe what it shows?

A Exhibit Number One is a land plat showing
the 80 acres on which the two wells will be located and the
wellsites for the Russian "NJ" Wells Nos. 1 and 2.

0 And to what‘zones are these proposed
wells to be drilled?

A. These will test the Yeso formation. ;

Q. Mr. Patterson, refer to Exhibit Numbeyx :

Two and describe what it shows, please.

A Exhibit Number Two shows the full owner-
ship of the 80 acres in Section 2. That is 100 percent ownerxr-
ship. Then at the bottom of the page these are the parties
to which we are seeking compulsory pooling who could not be

contacted.

0 Aporoximately what percentage of total |
!

ownership is owned by these parties that we're pgoling today?g
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A -Approximately 7 percent.

0 Turn to Exhibit Number Three and describe
what it is, please.

A | Exhibit Number Three is an example of the
letter which we sent certified mail to these parties to try

to contact them to lease or to join”in the operation,

0. Have you had any response from these
letters?

A. All the letters were returned.

4} So all of these parties you're unable to

locate at this time?

A That's correct,

0 Mr. Patterson, iuvrn to Exhibit Mumber
Four and describe what it shows, if yon would.

A Dxhikit Number Four is our operating
agreement for the drilling of these two wells, which shows

Yates Petroleum Corporation as operator, the percentage of

interest of each party, the leases involved, and the drilling:

well, producing well rates.

0 And this operating agreement has been
executed on behalf of all working interest owners?

A, Yes, sir.

0. What are the proposed drilling well ancd

producing well rates, Mr. Patterson?

A Our drilling well rate will be $2000 per
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month and the producing well rate, $200 per month.

Q And in the opinion of Yates are those

A Yes, sir, these are our standard charges i
whiéh we 've been charging on this type of well for several
months.

0. Mr. Patterson, are you prepared to make

a recormmendation as to the risk factor that should be assessed

fgr -- as a penalty involved in drilling these well;?
A Yes, sir, I am.
0 And what is your recomuendation?
A I recommend the 200 percent penalty.
0. What is your recommendation based upon?
A Our recommendation is based upon the fact
that these wells -- it is questionable that these wel}s will

pay out. These wells are on the southeast edge of field de-
velopment. Please notice in Section 5 on your Exhibit One,

the land plat, the southwest southwest of Section 5, Mobil

"CI" No. 2 has been producing since 1973 and it has not yet
paid out. It is presently producing very slight amount of
oll and a small amount of gas.

Also on your land plat we show. the Mobil
"CI"™ Nos. 4 and 5, which are. our most recent wells, just to
the west nf these two wel;s which we are trying to compul-

sory pool. These wells had a calculated potential on a 24-
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hour test of 36 barrels of oil per day plus four barrels
of water; however, it's expected to fall off quite rapidly
down to 5 to 6 barrels per day.

0. Do you have any further testimony with
regard to Exhibit Humber Four, Mr. Patterson?

A I.Qpn't think so.

0. Turn to Exhibit Number Five and describe
what it 1is, pleasei

A Exhibit Number Five is our AFE for the
drilling of this -- of the No. 1 Well. The No. 2 Well will
b2 a similar AFE.

Q And so the Exhibits Four and FiVe contain

the texrms that the parties, in the event they elected to part-

t
Q

icipate in driliing -- in the well, wonld be evpected
abide by?

a, Yes, sir, that's correct.

0. Mr. Patterson, in your opinion would the
granting of this application prevent waste and protect Zor-
relative rights?

a, Yes, sir.

MP. DICKERSON: Mr. Examiner, we have ;

nothing further to offer.

CROSS EXAMIHATION

BY MR. NUTTER:
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Q. Mr. Patterson, you've got an 80-acre unit,
or an 80-acre outline here on Exhibit One, but we're talking
about two 40-acre units. Are the interests éommon throughout
this entire 80-acre lease?

A The title is common throughout this 80
acres.

Qo Okay. Then the first well is going to be
the No. 1 Well -~ 0

B Yes, sir.

0. -- to be drilled in the southwest of the
southeast?

Yes, sir, that's correct.

>

0. And what is that location on that?

A It's 1650 from the east, 330 from the
south,

Qo And then you would drill the No. 2 Well

and I presume that that's 330 from the corner.

A 330 and 330, ves, sir,

0. Now, on this list of pooclees thast you've
got, they own a total of 7 percent in the 80 or 7 percent
under each of the two wells. Why haven't you been able to
contact these pecple?

A This -~ these people have been attempted

we've been attempting to contact these people since about

1973 when the Mobil "CI” No. 1 Well was drillcd just to the
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north. It shows as a gas well on your plat,
These people have, in talking'with their
relatives and whatnot, have just not been found.
-Q You mean the relatives don't know where
they are?

A No, that's correct. Most of these people
that you see on the Exhibit Two are related to each other;
however, they're not close relation or keep in touch with each
other, and the people there listed at the bottom just -~ we
have not been able to find them,

0 Now these people own this land in fee,
is that it?

A Yes, sir, that's correct,

Q And so being unable to lease from then
they're_going to be working interest owners as well as royalty
owners in the well, or the wells. |

8 Oonly the ones at the bottom. The top -

0 The names at the bottom of the page, I'm
£a1king about.

A Yes, sir, that's correct.

0. And the ones at the top of the page are
royalty owners only they've given you leases on their share
of the 80.

A Yes, sir. Yes.

0. What, are they all descendants of somebodl

-
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that owned this land at one time, or what?
A Yes. Yes, they're all -~ all heirs.
Q And they don't know where their relatives

are? Now, I notice that J. E. Westerfeld is one of those

persons listed here with 3 acres, 3~-1/3 acres, and you did

A, Yes, sir.
103 -- to Mr, Westerfeld,
A This is an example; a letter cxactly like

this was sent to each of the ones that we're trving to pool.

Q Now you sent it to Mrs. Monie Cowan. What

t letter?

A Mrs. Cowan replied that she could not --
she did not know where her relative was, and our letter was
returned.

0. Mow, you mentioned that you've been
trying to find these pgople since '73 when the.gas well was
completed. I guess they are sharing in the - did you have

a forced pooling case on the gas well, also?

A I can't answer that. I don't know.

0 You don't know what's happening to the --
A I don't know whether --

0. -~ monies that would be going --

A -~ those people are pooled under the gas

well or not.

H
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MR.‘NUTTER: Do you khow, Mr. Dickerson?

MR. DICKERSON : No, Mr. Nutter, 71 don't,

MR. NUTTER: Wonder if we could ---

MR, DICKERSON: We could find out.

MR. NUTTER;: -- find that out and let me
know.

MR.ADICKERSON: Yes, sir,

MR. NUTTER: What the Status of these

interests is under the gas well?
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MR, DICKERSON: Any new addresses, 1

| understang Yates had addtesses for the bPeople in one form or
15
another at one time or another, but they're simply no longer
16 )
| their addresses.
17 _ _
MR. NUTTER: I'd appreciate knowing how
18
the funds that belong to them are being handlegq,
19
Are fhere any further questions of My,
20
Patterson? He may be excusedqd,
21
Do you have anything further, mMr. Dicker-
22
son?
23
MR. DICKERSON: No, we don't,
24
MR. NUTTER: Did you offer Your exhibitg?
25

MR, DICKERSCN : T would offer Exhibitg |
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OCne through Five into evidence if I did not Qo so.
MR. NU?TER:. Yates Exhibits One through
'Five will be admitted in evidence.

Does anyone have anything they wish to
offer in Case Number 68437

We'll take the case under advisement.

(Hearing .concluded.)
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P-qo___.___________Jgi_m___,
REPORTER'S CERTIFICATE

T, SALLY W. BOYD, ¢c.s.k., DO HEREBY CERTIFY that \
the foregoing Transcript of Hearing before the 0il Conservar-
tion Division was reported by me; that the said transcript
is a full, txue, and correct recprd of the hearing, prepared

by me to the best of my ability.
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STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

Ol CONSERVATION DIVISION

- 1 BRUCE K|NG POSY OFFICE BOX 2088
GOVERNOA STATE LAND OFFICE BUILDING
LARRY KEHOE SANTA FE, NEW MEXICO 87501
SECRETARY May 23 ’ 19 80 (505) 827-2434
Mr. Chad Dickerson Re: CASE NO. 6843
Losee, Carson & Dickerson ORDER No. R=63%6 —

Attorneys at Law

post Office Box 239
Artesia, New Mexico 88210 Applicant:

Yates Petroleum corporation

Dear Sir:
e two copies of the above-referenced

Enclosed herewith ar
tly entered in the subject case.

pivision order recen

/purs very trg}yﬁ”/—)
\ 1 '-‘ ’A'/::.. _,/I-

Director

JDR/fd

copy of order also sent to:

Hobbs OCD pd
Artesia OCD X

Aztec OCD

Other
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 6843
Order No. R—~6346

APPLICATION OF YATES PETROLEUM
CORPORATION FOR TWO COMPULSORY -
POOLINGS, EDDY COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on May 7, 1980,
at Santa Fe, New Mexico, before Examiner, Daniel S. Nutter.

NOW, on this day of May, 1980, the Division
Director, having co‘nsi‘dered the testimony, the record, and
the recommendations of the Examiner, and being fully advised
in the premises, .

FINDS:

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

() T

subject matter thexreosf.

(2) That the applicant, Yates Petroleum Corporation,
seeke an order pooling all mineral interests in the Yeso
formation underlying two 40-acre proration units, the first
being the SE/4 SE/4 and the second being the SW/4 SE/4 of
Section 6, Township 1% Scuth, Range 25 East, NMPM, Penasco
Draw Field, Eddy County, New Mexico.

(3} <That the applicant has the right to drill and
proposes to drill a well at a standaréd location on each of
the aforesaid units.

{(4) That there are interest ownexrs in the proprosed
proration units who have not agreed to pool their interests.

(5) That to avoid tha dxrilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of

each interest in said unit the opportunity to recover or
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receive without unnecessary expense his just and fair share
of the oll and gas in said pool, the subject application
should be approved by pooling all minera1 interests, whatever
they may be, within said units.

{6) That the applicant should be designated the operator
of the subject wells and units.

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

{8) That any non-consenting working interest owner who
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plug an additional 200 percent thereof as a reasonable charge
for the risk involved in the drilling of the well.

(9) That any non-consenting interest owner should be
afforded the opportunity to ocbject to the actunal wsll costs
but that actual well costs should be adopted as the reasonable
well costs in the absence of such objection.

(10) That following determinstion of reasonable well costs,
any non--consenting working interest owner who hag paid his
share of estimated costs should pay to tha operztor any amount
that reascnable well costs exceed estimated well costs and
should receive from the operator any amount that paid estimated
well costs exceed reasonable well costs., ,

(11) That $2,000.00 per month while drilling and $200.00
per month while producing shculd ke fixed as reasonable
charges for supervision (combined fixed rates) for each well;
that the operator should be authorized to withhold from
production the proportionate share of such supervision charges
attributable to each non-consenting working interest, and in
additicn thereto, the operator should bhe authorized to withhold
from production the proportionate share of actual expenditures
required for operating the subject wells, not in excess of
what are reasonable, attributable to each non-consenting
working intevesat.

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

A e s s i T
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(13) That upon the failure of the operator to commence
drilling of the Rushing "NJ" Well No. 1 to which the SW/4 SE/4
of Section 6 is to be dedicated on or before August 1, 1980,
the order pocling both of the subject units should become
null and void and of no effect whatsoever.

(14) That upon failure of the operator to commence
drilling of the Rushing "NJ" Well No. 2 within 60 days after
putting Rushing "NJ" Well No. 1 on production, the order
pooling the SE/4 SE/4 of Section 6 should become null and
vold and of no effect whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
in the Yesoc formation underlying two 40-acre proration units,
the first being the SE/4 SE/4 and the second being the SW/4 SE/4
of Section 6, Township 19 South, Range 25 East, NMPM, Penasco
Draw Field, Eddy County, New Mexico, are hereby pooled to
form two standard 40-acre o0ll spacing and proration units,
each to be dedicated to & well to be drilled at a standard
location thereon.

PROVIDED HOWEVER, that the operator of the SW/4 SE/4 of
sald Section 6 shall commence the drilling of a well thereon,
being the Rushing "NJ" Well No. 1, on or before the first
dav of August, 1980, and shall thereafter continue the drilling
of said well with due diligencs %2 2 depth sufficient to test
the Yeso formation; .

PROVIDED FURTHER, that in the event sald operator does
not commence the drilling of said well on or befoure the first
day of August, 1980, Order (1) of this order shall be null
and void and of no effect whatscever, wnless sald operator
obtains a time extension from the Division for good cause
shcwn.

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 90 days after commencement
thereof, said operator shall appear hefore the Division Director
and show cause why Order (1) of this order should not be
rescinded,

PROVIDED FURTHER, that the operator of the SE/4 SE/4 of
said Sectlion 6 shall, within 60 days after putting the afore-
said Rushing "NJ" Well No. 1l on production, commence the
drilling of a well thereon, being the Rushing "NJ" Well No. 2,
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and shall thereafter continue the drilling of said well with
due diligence to a depth sufficient to test the Yeso formation.

PROVIDED FURTHER, that in the event sald operator does
not commence said Rushing *NJ" Well No. 2 within said 60-
day period, Order (1) of this order shall be null and void
and of no effect whatsoever with respect to the SE/4 SE/4
of Section 6, Township 19 South, Range 25 East, NMPM, unless
said operator obtains a time extension from the Division for
good cause shown. S

PROVIDED FURTHER, that should said well not be drilled
to completicn, or abandonment, within 90 days after the
commencement thereof, said operator shall appear before the
Division Director and show cause why Order (1) of this order
should not be rescinded with respect +to the SE/4 SE/4 of
said Section 6. 4 )

(2) That Yates Petroleum Corporation is hereby designated
the operator of the subject wells and units.

(3) That after the effeqtive date of this order and
within 90 days prior to commencing each of said wells, the
operator shall furnish the Division and each known working
interest  owner in the appropriate 40-acre unit an itemized
schedule of estimated well costs.

{4) That within 3d,day8,from the date the schedule of
estimated well costs is furnished to him, any non-consenting

shall have the right to pay his share of estimated well costs
to the operator in lieu of paying his share of reasonable well
costs out of production, and that any such owner who pays

his share of estimated well costs as provided above shall
remain liable for operating costs but shall not be liable

for risk Chaiges. .

{5} That the operator shall furnish the Division and each
known working interest owner within the applicablie 40-acie unit
an itemized schedule of actual well costs within 90 days
following completion of the well; that i{f no objectior to
the actual well costs is received by the Division and the
Division has not objected within 45 days following receipt ef
sald schedule, the actual well casts shall be the reasonable
well costs; provided however, that if there is an objection to
actual well costs within said 45-day period the Division will

determine reasonable well costs after public notice and hearing.




v
YL ol b e

-5«
Case No. 6843
Order No. R-6346

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

‘ (7) That for each well, the operator is hereby authorized
to withhold the following costs and charges from production:

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

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

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

(9) That $2,000.00 per month while drilling and $200.00
per month while producing are hereby fixed as reasonable
charges for supervision (combined fixed rates) for each of
the subject wells; that the operator i3 hereby authorized to
withhold from production the proportionate share of such super-
vision charges attributable to each non~consenting working
interest, and in addition thereto, the cperator 1is hereby
authorized to withhold from production the proportionate share
of actual expenditures required for operating such well, not
in excess of what are reasonable, attributable to each non-
congsenting working interest.

(10) That any unsevered mineral interest shall be considered
a seven-eighths (7/8) working interest and a one—-eighth (1/8)
royalty interest for the purpose of zazllocating costs and
chaxges under the terms of this orderxr.
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. (11) That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interests share of production, and no costs or charges shall
be withheld from production attributable to royalty interests.

{(12) That all proceeds from production from either of
the subject wells which are not disbursed for any reason
shall immediately be placed in escrow in Eddy County, New
Mexico, to be paid to the true owner thereof upon demand and

" proof of ownership; that the operator shall notify the Division

of the name and address of said escrow agent within 30 aays
from the date of first deposit with said escrow agent.

(13) That jurisdidtion of this cause is retained foxr 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. S . ' ‘

_STATE OF NEW MEXICO
” OIL CONSERVA DIVISION

ar/
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
(1Y, CONMSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO

7 May 1980

EXAMINER HEARING
IN THE MATTER OF:

CASE
6843

Appliqation of Yates Petroleum Cornor-
ation for two compulsory poolings,
Eddy County, New Mexico.

L P e e i ad

BEFORE: Daniel 5. Nutter

APPLARANCES

Ernest L. Padilla, Esq.

Legal Counsel to the Division
State Land Office Bldg.

Santa Fz, New Mexico 87501

For the OIl Conservation
Division:

Chad bickerson, BEs&q.
LOSEE, CARSON, & DICKERSOH
Artesia, New Mexico

For the Applicant:
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RANDOLPH FATTERSON
Direct Examination by Mr. Dickerson

Cross Examinatien by Mr. Nutter

EXHIBITS

Ap?licant Exhibit One, Plat

Applicant Exhibit Two, List

Applicant Exhibit Three, Letters

Applicant Erhibit Four; Operating Agreement

Applicant Exhibit Five, AFD

Wl




Plg; 3
TN
1 ‘ MR, WUTTER: We'll call next Case 6843.
- 2 MR. PADILLA: Application of Yates Petro-
b . - N :/" .
) 3 leunm Corporation for compulsory poolings, Eddy County, New '
4 Mexico.
, 5 MR. DICKERSON: <had Dickerson, on behalf
- .
ff 6 of the applicant. I have one witness.
. 7
P ‘
; ; 8 {(Witness sworn.)
9
" 5 - 10 RANDOLPH PATTERSON
; (3] § :
: e\ggg 1M | BEING called as a witness and having been duly sworn upon his |
Rt |
! @ 233 12 | oath, testified as follows, to-wit:
. Tadd
4 > ga 13
2 4
: 7]
b DIRECT EXAMINATION
E c P R e s e D .S
i BY MR, LRICKERSON:
16 0 Will you state your name, your occupation,
17 please?
! 18 A | Randy Patterson., I'm a landman for
i
: 18 Yates Petroleum Ccrporation.
20 Q Mr. Patterson, you've previously testified
i A vefore this Division as a landman for your employer?
i’ 22 A Yes, sir,
: 2 Q. Wera Buhibits One through Five, to which
- : o 24 . :
3 ; yon will refex, prepared by you or undex your direction?
2 A, Yas, sir, they ware,
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0. And are you familiar with the purpose of

this application today?

n
Yoo

~
(318 13

ps

' r. ' -
0 flould you briefly describe the purpose
of this pending application?

A This application is to seek compulsory

- pooling for several parties who cculd not be contacted for

the drilling of two Yeso oil wells in Eddy County, New Mexico.

Q Would you please turn to Exhibit Number
One and describe what it shows?

A Exhibit tlumber One is a land plat showing
the 80 acreé on which the two wells will be located and the
wellsites for the Russian "NJ" Wells Nos. 1 and 2.

0 And to what zones are these proposed
wells to 56 drllled?

A Thage will test the Yeso formation.

¢ My, Patterson, refey to ixhibit Mumbex
Two and describe what it shows, please,

R Exnibit Hunber ™o shows the full owner-
ship of the 80 acres in Section 2. “hat is 100 percent owner-
shin. Then at the bottom of the page these are the parties
to wiiich we are seeking compulsory oooling who could not be
contacted,

0 Aporoximately what parcentage of total

ownershiinv ig owned by these parties that we'ye pooling today?
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! . Approximately 7 percent.
2 Q Turn to Bxhibit Number Three and describe
3 || what it is, please.
4 A Exhibit Number Three is an exanple of the
5 letter which we sent certified mail to these parties to try
§ to contact them to lease or to join in the operation.
. ? 0. Have you had any response from these
b‘\-— 8 letters?
- ’ 9 A All the letters were returned.
o ,
7] s 10 Q So all of these parties you're unable to
Q B§
> oo 11
; g i locate at this time?
T 8Es
A3 iz e L
- ‘TZ§ ‘ A That's correct.
~ B sl
5 4 13 .
o g 0 My. Patterson, turn to Exhibit Number
n at) )
" .
4 Four and describe what it shows, if you would.
15 | . .
A Exhibit Number Four is our operating
16 , .
agreement for the drilling of these two wells, which shows
17 .
Yates Petroleum Corporation asx ouarator, the nercentage of
18 , . . .
interest of each party, the leases involved, and the drilling
19
well, producing well rates,
20
0 and this operating agreement has been
21
. executed on behalf of all working interest owners?
22
A, ¥ns, sii.
23
v 0 What are the proposed deilling well and
et
24
producing wall rates, Mr. Pattorson?
25
i, onr drilling well yvate will be $2009 par |
|
|

gt
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hour tést of 36 barreis of oil per day plus four barrels
of water; however, it's expected to fall off quite rapnidly
down to 5 to 6 barrels per day.

o - Do you have any further testimony with
regard to Exhibit Number Pour, Mr. Patterson?

A I don't think so.

0. Turn to Exhibit Number Five and describe
what it is, please.

A : Exhibit Number Five is our AFE for the
drilling of this -~ of the No. 1 Well. The No. 2 Well will
be a similar AFE.

Q And so the Exhibits Four and Five contain

the terms that tha parties, in the event they clccted to pard
icipate in drilling —-- in the well, would be expected to
abide by?

A Yes, slr, that's correct.

Q Mr. Pattergson, in your orinion would the
granting of thils application preveni waste and vrotect cor-
relative rights?

A, Yeg, sgir.

MR, DICKERSON: Mr. Ewxanincy, we have

nothing further to offer.

CROSS EXAHILATION

BY MR. NUTTER:
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Q #“r. Patterson, vou've got an 80-acre unit,
or an 80-acre outlinc here on Exhibit One, but we're talking
about two 40-acre units. Are the interests common througheut
this oentire 80-acre lease?

A The title is common throughout this 80
acres.

Q Okay. Then the first well is going to be

the No. 1 Well --

A Yaos, sir.

) -~ to be drilled in the southwest of the
southeast?

A Yes, sir,’that's correct.

0. And what is that location on that?

A It's 1650 from the east, 330 from the
south.

Q And then you wonld dxrill the No. 2 Well

and T presume that that's 330 from the corner.

. 330 and 330, vesa, sir,
Q. Wow, on this list of poolees that you've

got, they own a total of 7 percent in the 80 or 7 percent
undey each of the two wells. Why haven't you been able to
contact these peopnle?

k. This -~ these penple have hoen ettempled
we've been attempting to contact these people since about

1973 when the Mobil "CI" to, 1 Vell was drilled just to tho
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north. It shows as

relatives and whatnot, have just not been found.

Q
they are?
A

that you see on the

however, they‘re not close relation or keep in touch with each
other, and the people there listed at the bottom just --- we

have not been able to find them.

0
is that it?
A
Q
they're going to be
owners in the well,
A,
0
talking about.
A,
0.
royalty owners only
of the 50,

A

Page __ 9

a gas well on yvour plat.

These people have, in talking with their
You mean the relatives don't know where

Mo, that's correct. Most of these people

Exhibit Two are related to each other:

Now these people own this land in fee,

Yes, sir, that's corract.

And so being unabla to lease from them
wvorking interest owners as well as royalty
or the wells. |

Only the ones at the bottom. The top

The names at the bottom of the page. T'm
Yes, sir, that's correct.
And the ones at the top of the page arce

thev'ive given you leases on their share

Yes, sir. Yes.

Yihat, are thevy all descendanits of somebodﬁ
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that owned this land at one time, or what?

N, Yes., Yes, they're all -- all heirs.
0 And they don't know where their relatives

are? Mow, I notice that J. E. Westerfeld is one of those
persons listed here with 3 acres, 3-1/3 acres, and you did

have a letter that you've sent, which is Exhibit Nunber Three,

IR Yes, sir.
0 ~- to == Westerfeld.
A This is an’cxample} & Yatter exactly like

this was sent to each of the ones that we're trying to pool.
Q Now you sent it to Mrs. Monie Cowan. Wwhaf
happened to that letier?
A Mrs. Cowan replied that she could not ---

she did nct know where her relative was, and enr lctiler was

0 Now, you mentioned that you've been
trying to find these weople since '73 when the gas wall was
completed., T guess they are sharing in the - did vou have

a forced vooling case on the gas wall, also?

A, I can't answ=y that. T don't know.

it You don't know wvhat's happening to the -~
h, I don't know whether --

Q ~- monias thai would bo going -

A ~~= thoge poonie ars npooled under the gas

;11 or not.
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MR. NUTTER: Do you know, Mr. blckerson?

ME, DICKERSON: UWo, Mr., tutter, ¥ don't.

MR. NUTTER: Wonder if we could ---

MR, DICKERSON: We could find out.

MR, WUTTER: -~ find that out and let me
know.

MR. DICKERSOM: Yes, sir.

MP, NUTTER: What the status of these
interests is under the gas well?

MR. chansoﬁ: Okay.

urchasgser and see

&
i
*3

3G, L S
A. we caun LG

if it has addresses for any of these people.

MR, DICKERSON: Any new addressgses. 1
understand Yates had addresses for the people in one form or
another at one time or another, but they'’re sinply nc longer
thelr addregses,

MR, HUSTER: 5'd appraeciate kpowing how
the funds that belong to hon are being handled.

are there any further questions of Mr.
Patterson? e may ba cexeuscd.

Do you have anytibing further, Mr, bicker-
son?

L. NYORDRGOG s o, we don't.

MR, NUTYLY: Did you offer vour exhibiin?

O, DRCKEPem, Towoald offer Nenibity
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One through Frive into evidence if T did not do so.

HR. NUTTER: vYatas Exh%ﬁits One through
Pive will be admitted in evidence.

Doces anyene have anything they wish to
offer in Casc NMumber 58437 |

He'll take the case under advisement.

(Hearing concluded.)
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1) ‘The $W/4 SE/4 and the SE/4 SE/4 of Section 6, 'Township 19 South,
Range 25 Last, N.M.P.M. are held by Yates Petroleum Corporation, et al,

under nunerous fce leases.

2)  The ownership of the $W/4 SE/4
Township 19 South, Range 25 Tast, N.

Nadine Rushing . . . . .
Patricia J. McFarrez .

Lillian Poteet Hanners .
Mary Florence Bennett. .
Roy T. Mobley. . . . . .
George L. Reese, Jr. . .
Carmex, Inc. . « + « +
J. W. 2bernathy. . . . .
Florence VanValkenburg .
Agnes Burdess. . . ..
Eleanor Rees Hesketnh . .
Rebecca Rees Wallen. .

lois laVerne Rees. . . .

James Richard Rees . . .
(Edgar) Morris Vincent .
(tharles) Loran Vincent.

Elaine McConbs Vincent .

Richard Dean Vincent .

Morris Edgar Vincent .

Steve Lane Vincent . . .
Pat (Shi) Vincent. . .

J. C. Walcott. « . « . .
Mary E. Brown. . . . .
C(harles 0. Walcott . . .
Billy J. Walcott . . . .
Bobby Walcott. . . .+ . .
Gail Scroggins . . . . .
Betty Klup. « . . . . .

Patsy Whitlock . . . . .

~ Mickey J. Walcott. . . .
Monie Cowan. . . « . . .
Betty Artz . . . . . . .

J. E. Westervelt . . . .

and the SE/4 SE/4 of Section 6,
H.P.M. is as follows:

C e e e e e e e .. 928
C e e e e e e e e e e e 27/288
&t i e e e e e e ofss
S e e e e e e e e e .. 27/288
C e e e e e e e e e e .. 24f288
e e e e e e e e e e . 12/283

e o s & = s e s & s s e e 12/288

- - L 3 . - . - L] L » L ] L - 36/288
C e e e e e e e e e .. 12/788

R Y T

e e e e e e e 3/288
C e e e e e e e e . 3288
C e e e e e ... 3f288

e e e e e e e e e e s e '3/288
¢ & & e s * 6 s e e o 2 s . 121’288

I Y £
O 2
c e e e e e e e e.. 3/288

- L] L] L] . > . . > - L4 L L2 * 3/2%

e e e e e e e e .. 3/288
C e e e e e e e e e o . 12/288
C e e e e h e e e e e . . 1.33/288
s e e e e e e e e .. .1.33/288

C e e e s e e e e e+ e . 1.33/288

s e e e e e e e e e .. 1.33/288

L d A d - . . L] . - L] . L 4 L3 . l. 33/288

LI » o & e o s a2 s s & < 1-33/288

s v e s e s s s e e s e s s 1.34/288

e e e e s e e e w e v . . 1.34/288
C e e e e e e e e e e . . 1.34/288
e e e e e e e e e e . 12/288
o Y 2
C e e e e e e e e e e .. 12/288

Yates Petroleum Corporation, et al, no~s holds leases from all of the
owners of the SW/4 SE/4 and the SE/4 SE/4 with the exception of the
owners listed below. ‘Inese owners have heen oftered leases and the
opportunity to participate in drilling. They have also been advised
of the compulsory pooling proceedings.

Steve Iane Vincent
J. C, Walcott
Charles O. Walcott
Billy J. Walcott
(il Scroggins
Patsy Wnitlock
Mickey J. Walcott
J. B. Westervelt

EXHIBIT NO. 2

NO. 6843

EXAMINER HEARING
DATE 5/7/80

Percentage

Net hcres of Lach Well
.833333 1.041666
.369444 .461805
.369444 . 461805
.369444 .461805
. 369444 .461805
.372222 .465278
.372222 .465278

3.333333 4.166666
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TIS AGREEMENT made this —__ 16th day of April 19T, veeme
.. E. WESTERVELY, dealing in his sole and separate property,

M e g e 17 s it e e o e o s S e < < rrm PUNSOP [T

Li5350 - {whether one or inore), whose address Is:

ana YATES PETROLEUM CORPORATION,

_a Rew Mexico corpoxation, . . Leusee, WITNESSETH:

[

ot vy ke 8

T pollars

v y Yessew for the purpose of investigating, exploring, prodpecting, drilling and mining for snd prodecing oil snd gas, Iaying pipe lines, building
roads, tanks, power stations, telephons lines mnd other structures thercon and on, over and acroes lands owned or claimed by Lessor adjacent and contigucua

thereto, to produce, yave, take care of, treat, transport, and own said products, and housing its employees, the {ollowing desceibed 3and In oo )
Eddy e -Counity, New Mexico

Township 319 South, Range 25 East, N.M.P.M.
Section 6: S%SEY
Containing 80.00 acres, more or less.

to-wit:

2. Without relersnce to the commencement, prosecution or cessation at any time of drilling or other development operations andfor to the discovery, de-
velopment or cessation at any time of production of oil or gas and without further paymernts than the royaltivs hecein provided, and notwithstanding aoy-
thing else hercin contained to the contrary, this lease shall be for n term of ONE€year from this date (called “primary term™) and as long thereafter as oil
or gas i3 produced from said land or land with which 3aid land is pooled hereunder.

3. Th2 royalties tn paid by Lessee are: () on oi), ... 3 /_1_.“60( that produced and saved from sald land, the sanie to be delivered at the wells o1 to the
credit of Lessor inta the pipe line to which the wells may de connected: Lessee may leom time to time purchase any royalty oil in its possession, paying the
mackel price therefor prevailirg for the lield where produced on the date of purchase; (b) on gas, including casinghead ga3 or other gasecus substance, pro-

duced from said Tand, and sold, or used off the premises or for the extraction of gasoline or other product thetefrom. the market value at the well of _,3, 16~

well on this lease or on acreage pooled therewith but gas is not being sold or used, Lessee may pay or tender as royalty, on or before ninety (90} days afler
the date on which said well is shut,in and thereafter at annual intervals the sum of $1.00 per acre, and if such paymeat is made or tendered, this fease ahall
not terminate and it will be coniidered that gas i3 being produced from this lezse in paying quantities. Payment or tender of said shut.in gay royalty may
be made by check or draft of Lessee mailed or delivered to the parties entitled thereto on or before the date said payment is due. Lessee shall have free

use of oil, ga<. coal and water from said Iand, except water fcom Lessor’s wclls, for all opecations hereunder, and the royalty on oil and gas shall be com.
puted after detuctiog any so vsed,

of the gas 30 sold or uscd, provided that on Agu 30ld at the wells the royalty shall be 3/ 16 ol the amount realited from such sale; while there is & gas

4. Lessee, at its opticn, is hereby given the right and power to pool or combine the acreage covered by this lease, or any portion thereot as to oll
and gas, or either of them, with other land, lease or leases in the immediate vicinity thereot to the extent, heceinafter stipulated, when in Lessee’s judgment
it is necessary or advisadle to do so in order properly to explore, or to develop and operate said Jeased premises in compliance with the spacing rules of
the New Mexico Oil Conservation Commission, or other lawiul authority or when to do so would, in the judgment of Leisee, promote the conservation of oil
and gas in and under and that may be produced from said premises. Units pooled for oil hereunder shali not subslantially exceed 10 acres each in ares,
and units pooled for gas hersunder shall not substantially excied in area 640 acres each plus a tolerance of 10¢% thereof, provided that should government-
al authority having jurisdiction prescribe or permnit the creation of units Jarger than those specified, units thereafter cteated may conlform substantially in sire
with those prescrided by governmental regulations. Lessee under the provisions hereof may pool or combine acreage covered by this lease, or any portion
thereof as above provided 23 to oil in any one or more strata and a3 to gas in any one or more strata. The units formed by pooling as to any stratum or strata
need not conform in size or srea with the unit or unils into which the lesse i3 pooled or combined a3 Lo any other atratum or strata, and oil units need
not conform as to area with gas units. The pooling in one or more instances shall not exhaust the rights of the Lessee hereunder to pool this Jease or
portions thereof into other units. Lessee shall file for record in the mppropriate records of the county in which the ltased premises are situsted an instrument
describing and designating the pooled acreage a3 a pooled unit. Lessee may at its election exercize its pooling option after commencing operations for or
completing an oil or gas well on the leased premises, and the pooled unit may include, but it i3 mnot required to include, land or leases upon which = well
capadle of producing oil or gas in paying quantities has theretofore boen compleled or upon which operations for the drilling of a well for oil cr gas have
theretofore been commenced, Operations for drilling on or production of oil or gas from™ any part of the pooled unit which includes all or & portion of the
Iand covered by this lease regardless of whether such cperations for drilling were commenced or such production was secured before or after the execution
of this instrument or the instrument designating the pooled unit, shall be considersd 2s operations for drilling on or production of oil or gas from Iand covered by
this lease whether or not the well or wells be located on the premises covered by this lease, and the entice acreage constituting such unit or units, as to oil and gas,
or either of them, as herein provided, shall be treated for all purposes, except the payment of royaltiea on production from the pooled unit, as if the same
were included in this lease. For the purpose of compuling the royalties to which owners of royalties and payments out of production and each of them, shall
be entitled on production of oil and gas, or either of them, from the pooled unit, there shall be silocated to the land covered by this lease and included in
sald unit # pro rata portion of the oil and gas, or either of them, produced from the pooled vnil alter deducting that used for operations on ths pooled units.
Such allocation shall be on an acreage basis—that i{s to say, there shall be allocated to the acreage covered by this lease snd included in the pooled unit
that pro rata portion of the oil and gas, or either of them, produced from the pooled unit which the number of surface scres covered by this lease and
fneluded in the pooled unit bears to the total number of surface acres included in the pooted unit. Royalties hereunder shall be computed on the portion of
such productisn, whetker it be oil and gas, or either of them, so allocated to the land covered by this lease and included in the unit just as though such
production were from such land. The production from an oil well will be considered production from the lease or ¢i) pooled unit from which it is producing
and not a3 production from a gas pooled unit; and production from a gas well will be considered as production from the lease or gas pooled unit from
which it is producing and not from an oil pooled unit. In addition to the foregoing, Lessee al its option is hereby given the right and power from time
to time to commit said Jand or any part or formation or mineral substance covered hereby to any cooperative of unit agreement ¢r plan of development and
operation, snd to any modifications thereof, which have been approved by the New Mexico Oil Conservallon Commission or other lawful governmental
avthority., In such event, the royalty payable to Lessor hersunder shall be computed and paid on tha basis of the oil or gas allocated to such land under
the terms of any such agieement or plan of operation, which basis shall be the same by which the riyally due the United States or the State of New
Mexico i3 compuied And paid. This lease shall not expire during the life of such agreement or plan and shall be subject to the terray therco! and said
agreement or plan of operation shait be filzd with the New Mexico Oit Conservation Commission, or other lawful muthority., and Lessee shall record {n
the County in which the leased premises are situated, an instrureiat Jcrsribing such agreement or plan of operation and reflecting the coramitment thereto,
and the same may be recorded either before or after the completion of wells,

5. 1 st the expiration of the primary term oil or gas i3 not being produced on sald land, or from Jand pooled therewith, but Lessee is then engaged
1o deilling or reworking operations thersan, or shall have completed a dry hole thereon within 60 days prior to the end of the peimary terms, the lease shall
remain in foree so long As operations on said well or for drilling or reworking of any additional well are prosecuted with no cessalion of more than 60 con-
secutive days, and if they result in the production of oil or gas so long thereafter a3 oil or gas is producad from said Iand, or from Iand pooled therewith, If,
alter the expiration of the primary term of this lease and after oil or gas is produced from asid land, or from land pooled therewith, the production thereof
should cease from any cause, this lcaize shall not terminate if Lessee commences operations for drilling or veworking within 60 days after the cesaation of
such producticn, but shall remain in force and effect 8o long as such operations are prosecuted with no cessxtion of more than §0 consecutive days, and
It they result in the production ol & or gaw, so long thercafter as oil or gas is produced from said Jand, or from land pooled therewith. Any pooled unit
designated by Lessee in accordance with the terms hereof, way bt dicsolved by Lesses by instrument filed for record in the appropriate vecords of the county
in which the leased premises are situaled at any time after the completion of a dry Lule £r tha cessation of production on said unit. In the event a well or
wells producing oil or gas in paying quantities should ba brought in on adjacent land and within 660 fcet of and draining the Tease premises, or Jand pooled
therewnith, Lessce agrees to drill such offset well or wells a3 a reasonably prudent operator would deill under the same or =irnilar circumstances. I.ci3z2 mey
st any time execute and deliver to Lessor or place of record a release or releases covering any portion or portions of the above described premises and
thereby surrender this lease as to such portion or portions and be relieved of all obligations as to the acreage surrendersd.

§. Lessee shali bave ihe richt nt any time during or after the expiration of this lease to remove all property and fixtures placed by Lessee on said land,
fncluding the right to draw and remove alt casing. Whan requized by Lessor, Lessea will bury all pipe lines below ordinary plow depth, and no well shall be
drilled within two hundred feet of any residence or barn now on said jead withaut Lessor’s consent. -

7. ‘The rizhis of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to their hilis, suzcessara rnd assipas
but no change or division in ownerahip of the {and or royalties, }\ov_v'ever accomplished, shall operate to enlarge the oblikations or diminish the rights of
Lesee: and no change or division in such owrership shall be binding on Lessze until thirly (39) doya nfter Leasce shall have been furnishad by rexistersd

U. 8. mail at Leasee’s principal place of buainess with a certified ~opy of recorded instrument or instruments evidencing same. In the evant of auigrment

tereof in whole or in part lability for breach of any obligation hercunder shall rest excluxively upon the owner of thizs a3z or of & portion thersof who )

commits such breach. It six or more parties become entitled to royally hereunnle;, Leszsge may withhold payment thereo?! unleas and until furaished with a
recordable instrument executed by all such parties desiznating an agent o receive payment for all,

8. 7The breach by Leasee of any obligation arizing hereunder shall not work a forfeiture or termination of this lease nor canse a terinination or revision
of the cstats created hereby nor e geounds for cancellativn hereol In whole or in part. Jo the event Leasor cousiders that operations are not at any tims
Yeing condurtcd in compliance with this lease, Leasor shall notily Lessce in writing of the fucls reficd upon ns copstituting o breach hereof, and Lassce, il
in default, shall have sixty days after receipt of such notice in which ta commence the complisnce with the obligations impoiad by virtue of this instrument.
Alter the discovery of oil or gas in paying quantities on said premises, Yausee shall develop the acreage retained hercunder as a reasopably prudeal operatar
but in dizcherging this obligation it shall in no event be requirad to drill more than one well per forty (49) acres of the area retainad hereunder and capable
of producing oil in paying quantities and one well per §10 acres plus an ncecaye lolerance not to exceed 100% of §1D meres of the arex retained hereunder
and capable of producing gas in paying quantities. .

9, Leasor hercby watrants and agreés to defend the title to suid land and agrees that Lessee al its option may discharge any tax, morteage or other Jien
opon said land either in whole or in part, and in cveat Leasce does so, it shall he subrorated to auch Hen with the right to cnlorce samez and apply royalties
accruing herennder toward satisfying sam2. Without impairment of Leassee’s rizht undee the warranty in event of failure of title, it {5 agreed that if Lessor
owns nn interest in the oil or gas on, in or under said Jand less than the entire fee siuple estate, thea the royaltics to bs paid Lessor shall be reduced
proportionately. Should any one or more of the parties namcd es Lessors fail to execute this lease, it shall nevertbeliss be binding wpon the parly or pariies
executing the same,

50. Showld Yessee be prevented frorm complying with any express or implied covennnt of this lease, from canducting drilling or rewoiking operntions
thercon or from prodicing ofl or gas therefrom by reaton of scarcity of or inability to nbtrin or to use cquipment or material, or by operation of force
majeure, sny Federal or state law or sny order, rule or rexmlntion of governmental authority, then while so prevented. T.esses's ohligation to comply with such
covenant shall be suspended, nnd Lesiee shall ant be liable in damaxcs for frilure to comply therewith: end tria lease shall be «xtended while and so fong
as Leazve i3 prevented by any such canse [from conducting drilling or reworking orerations on or from producing oil or gas from the lrased premises: and
$he lice while Lesace §s an prevented shall not be counted apalnst Leswsce, mnything fn this leaze to the contrary notwithstandini. ’

IN WITRESS WIHEREOP, this insteument i3 exccuted on the date firat above weitlen.

JUOECUESTERVELT T

Tassor Social Security Number Jawror

} in hand paid, of the royalties hereln provided snd of ths agreements of Lessra heceln contaiaed, bereby granls, leazes and Yels €x=




INDIVIDITAT, ACKNOWLEDGMENT

- STATE OF NEW MEXICO, N
, 88,
County of. }
The foregoing instrument was acknowledged before mio this day of —- ’

19 80 by .._J. E. WESTERVELT, dealing in his sole and separate property.

My commission expires , 19 Notary Public

CORPORATION ACKNOWLEDGMENT

STATE OF NEW MEXICO
ss,
County of
N The foregoing instrument was acknowledged before me this day of , 19
by — : s : : President
of . a.. . corporation
on behalf of said corporation.
‘l ) My Commission Expires: Notary Public
_ INDIVIDUAL ACKNOWLEDGMENT
{ STATE OF.__ : : }
: 83,
County of
‘The foregoing instrument was acknowledged before me this day of
; .
; 19 by
My commissio}) explres . , 19 Notary Public
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