
STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE 
APPLICATION OF MERIDIAN OIL INC. 
FOR COMPULSORY POOLING AND AN 
UNORTHODOX GAS WELL LOCATION, SAN 
JUAN COUNTY, NEW MEXICO - PROPOSED CASE NO. 11434 
SEYMOUR WELL NO. 7A 

APPLICATION TO THE OIL CONSERVATION COMMISSION 
FOR DE NOVO HEARING ON AND DENIAL OF MERIDIAN'S APPLICATION 

AND FOR PARTIAL WITHDRAWAL OF DIVISION ORDER OF 

FEBRUARY 22. 1996 

Doyle and Margaret Hartman, d/b/a Doyle Hartman, Oil Operator 

("Hartman"), by their undersigned attorneys, and pursuant to Rule 1220 of the OCD Rules 

and Regulations and NMSA 1978 § 70-2-13 (1995 Repl.), hereby move for a de novo 

hearing before the Oil Conservation Commission for the purpose of considering and 

denying the application of Meridian Oil Inc. ("Meridian") for compulsory pooling and an 

unorthodox gas well location for its proposed Seymour Well No. 7A in San Juan County, 

New Mexico ("No. 7A Well"). 

Hartman requests that the Commission deny Meridian's application in its 

entirety on grounds that the Division has no authority or jurisdiction to reform the parties' 

valid pooling agreement or force pool the interests at issue. NMSA 1978 § 70-2-17(C) 

(1995 Repl.). Hartman also requests that the Commission withdraw that part of the Order 

of the Division issued February 22, 1996, Order No. R-10545, which found that the 

Division has the authority and jurisdiction under NMSA 1978 § 70-2-17(E) (1995 Repl.) to 

both (a) modify an existing operating agreement between private parties and (b) force 



pool interest owners of a proration unit, for purposes of a proposed second well on that 

unit, where the interest owners have already entered into a valid, binding agreement 

voluntarily pooling their interests. A copy of the Order is attached as Exhibit A. 

As grounds for this Application, Hartman states as follows: 

FACTS SUPPORTING THIS APPLICATION 

1. On November 8, 1995, Meridian filed its Application for compulsory 

pooling and an unorthodox gas well location. The matter was assigned Case No. 11434. 

The application sought an order pooling all mineral interests in the Blanco Mesaverde gas 

pool underlying the E/2 of Section 23, T31 N, R9 W, NMPM, San Juan County, New 

Mexico. Meridian sought the formation of a standard 320-acre spacing and proration unit, 

which unit was to be dedicated to Meridian's proposed No. 7A Well to be drilled at an 

unorthodox gas well location, to test for production from the Mesaverde formation. 

2. Meridian, Hartman and Four-Star Oil and Gas Company ("Four-Star") 

are working interest owners in the E/2 of Section 23. Meridian is the designated 

operator. Hartman and Four-Star are nonoperating working interest owners. 

3. AH mineral interests in the Blanco Mesaverde gas pool underlying the 

E/2 of Section 23 are already voluntarily pooled. The E/2 of Section 23 is comprised of 

two federal leases, one dated May 1, 1948 leased to John C. Dawson (Lease No. 

SF078505), and the other dated May 1, 1948 leased to Claude A. Teel (Lease No. 

NM03601). On March 30, 1953, the then owners of leasehold interests in the E/2 of 

Section 23 (through whom Meridian, Hartman and Four-Star take their interests in the 
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tract) entered into a Communitization Agreement as to the E/2 of Section 23. Under the 

Communitization Agreement, all interest owners pooled their interests in the two 

separately owned tracts insofar as the Mesaverde formation underlying those lands. A 

copy of that agreement is attached hereto as Exhibit B. 

4. On April 10, 1953, the interest owners in the E/2 of Section 23 

entered into an Operating Agreement for the economical and joint operation of the 

Communitized tract, which agreement designated Southern Union Gas Company as the 

operator. A copy of that agreement is attached hereto as Exhibit C. There are no other 

effective communitization or operating agreements governing the Mesaverde interval as 

to the E/2 of Section 23. 

5. By virtue of the Communitization Agreement and Operating 

Agreement, the interest owners in the E/2 of Section 23 unanimously agreed to pool their 

interests as to an entire 320-acre standard Mesaverde proration unit. Under the 

Communitization Agreement, the parties voluntarily agreed that only one well would be 

required for the unit absent unanimous agreement on a second well. The only well 

provided for under that Operating Agreement was drilled in 1953 and is known as the 

Seymour No. 7 well. The 320-acre proration unit is presently dedicated to the Seymour 

No. 7 well, which has produced since it was drilled in 1953. 

6. Because of the original unanimous agreement of the parties to require 

the drilling of only one well, neither the Operating Agreement nor the Communitization 

Agreement provide for the imposition of a penalty for non-consent owners. A second well 
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is not required to be drilled under the Communitization Agreement unless unanimously 

approved by all parties. There is consequently no need for a non-consent penalty 

provision in the Operating Agreement. 

7. Prior to November 14, 1974, the established well spacing program 

for the Mesaverde Formation in San Juan County, including E/2 of Section 23, allowed 

only one well per 320-acre proration unit. On November 14, 1974, the Oil Conservation 

Commission issued Order No. R-1670-T. That Order provides, in pertinent part, as 

follows: 

(1) That the Special Rules for the Blanco 
Mesaverde and Pool in San Juan and Rio Arriba 
Counties, New Mexico, as promulgated by 
Order No. R-1670, as amended, is hereby 
amended to permit the optional drilling of a 
second well on each proration unit . . . 
(Emphasis added). 

A copy of Order No. R-1670-T is attached as Exhibit D. 

8. For almost 20 years, during a portion of which time there existed very 

favorable gas pricing, Meridian and its predecessors in interest took no action in response 

to Order No. R-1670-T. By letters dated January 27 and April 12, 1993, Meridian (a) 

admitted to Hartman and Four-Star that the 1953 Operating Agreement did not contain 

any required subsequent well provisions, (b) sought agreement of Hartman and Four-Star 

for the drilling of a second well on the unit (on terms favorable to Meridian), and (c) 

proposed an amended Joint Operating Agreement for the drilling of an infill Blanco 

Mesaverde well in the E/2 of Section 23. A copy of that correspondence is attached as 

4 



Exhibit E. Meridian renewed its request by letter dated October 31, 1995. 

9. Neither Hartman nor Four-Star have agreed to Meridian's proposal. 

The Operating Agreement does jrjot require that an interest owner shall be penalized for 

not immediately agreeing to a second well on the unit. The Communitization Agreement 

guarantees there will not be a mandatory requirement to drill a second well. 

10. Despite the obvious economic concerns on the part of Hartman and 

Four-Star pertaining to the immediate drilling of a second well, Meridian has failed to 

furnish any economic justification for the immediate drilling of a second well. Given the 

current restricted Eastern outlet for San Juan Basin gas and the oversupply of gas into 

the California market, the combination of which are responsible for the existing 

unfavorable San Juan net-back wellhead gas pricing, the immediate drilling of the 

proposed Seymour 7A well would cause, rather than prevent, waste. Such drilling would 

result in the development of deliverability that would permit the production of natural gas 

from a gas well in excess of the reasonable market demand. Such drilling would result 

in economic waste by syphoning off funds from more viable oil and gas prospects. This 

would reduce in the short term the total reserves that can be developed and produced. 

NMSA 1978 § 70-2-3 (1995 Repl.). There is no reason for the immediate drilling of this well 

under current pricing constraints, particularly where, as here, there is no documented risk 

of drainage or waste. Moreover, Meridian has requested the imposition of a risk factor 

which would effectively deprive Hartman of its interest in the property given the current 

economics of the proposed No. 7A well. 
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11. In response to Meridian's November 8 application, both Hartman and 

Four-Star moved to dismiss Meridian's application on the grounds that the OCD lacks 

jurisdiction under NMSA 1978 §70-2-17 to force pool interest owners in a proration unit 

where those interest owners have already entered into a valid, binding Communitization 

Agreement pooling their interests. Under the Communitization Agreement and the 

Operating Agreement, the interest owners in the E/2 of Section 23 have already pooled 

their interests in the Mesaverde Formation, which is the target formation for the proposed 

Seymour 7A well. The Communitization Agreement requires the drilling of only one well, 

the No. 7 Well. 

12. Hartman does not contend that Meridian is precluded from 

immediately drilling the proposed No. 7A well. Instead, Hartman contends that any new 

drilling as to the already communitized 320-acre tract must be preformed under the terms 

and provisions of the Communitization Agreement and the Operating Agreement. Neither 

agreement authorizes the imposition of a risk factor if Meridian fails to obtain unanimous 

agreement for such drilling. 

13. Meridian's application was set for hearing and heard on January 11, 

1996. Michael Stogner was the hearing examiner for the OCD. The hearing examiner 

took evidence on land and ownership matters only, and heard argument on the motions 

to dismiss filed by Hartman and Four-Star. The hearing examiner also heard evidence 

on the issue of whether Meridian made a reasonable effort to obtain voluntary joinder of 

all working interest owners for further development in the E/2 of Section 23. 
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14. On February 22, 1996, the Division entered Order No. R-10545, 

finding in pertinent part as follows: 

Pursuant to Section 70-2-17.E. of said Act [New 
Mexico Oil & Gas Act] the Division may modify 
the 1953 Operating Agreement to the extent 
necessary to prevent waste. The Division 
therefore has jurisdiction over this matter. 

15. The Division also found that Meridian had "failed to make reasonable 

efforts to adequately obtain voluntary joinder" and dismissed Meridian's application on 

those grounds. Hartman does not contest this portion of the Order. 

16. The Division did not hear evidence, nor did it make any finding of fact, 

as to whether the proposed No. 7A well was or was not necessary to prevent waste. 

17. Although Hartman was a party of record in Case No. 11434 and 

appeared through counsel and participated in the hearing, and notwithstanding that the 

Order of the Division was signed and filed February 22, 1996, notice of an order being 

issued was not provided to Hartman or Hartman's counsel by the Division until March 4, 

1996. Even then, a copy of the Order was provided to Hartman's counsel only after 

Hartman's counsel learned of the issuance of the Order from William F. Carr, counsel for 

Four-Star, and called the OCD and requested a copy of the Order. 

ARGUMENT AND AUTHORITY 

1. The Division Has No Authority to Force Pool Interests Which Are 
Already Pooled by Private Agreement. 

18. An administrative agency or body has only such authority as is 

granted by the Legislature. Vermijo Club v. French. 43 N.M. 45, 95 P.2d 90 (1938): In re 
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Proposed Revocation of Food & Drink Purveyor's Permit. 102 N.M. 63, 691 P.2d 64 (Ct. 

App. 1984). 

19. The New Mexico legislature has expressly defined and limited the 

power of the Division to force pool tracts of land to those circumstances where the owner 

or owners have not already agreed to pool their interests. NMSA 1978 § 70-2-17(C) 

provides as follows: 

When two or more separately owned tracts of 
land are embraced within a spacing or proration 
unit, . . . the owner or owners thereof may 
validly pool their interest and develop their land 
as a unit. Where, however, such owner or 
owners have not agreed to pool their interests, 
and where one such separate owner, or 
owners, who has the right to drill has drilled or 
proposes to drill a well on said unit to a 
common source of supply, the Division, to avoid 
the drilling of unnecessary wells or to protect 
correlative rights, or to prevent waste, shall pool 
all or any part of lands or interest or both in the 
spacing or proration unit as a unit. (Emphasis 
added). 

Section 70-2-17(C) governs the issues presented by Meridian's application and requires 

denial of the application. 

20. The OCD lacks jurisdiction to force pool the already pooled interests 

in the Mesaverde formation underlying the E/2 of Section 23. Section 70-2-17(C) does 

not authorize force pooling where, as here, the interest owners in a tract have already 

pooled their interests under the terms of the Communitization Agreement and Operating 

Agreement. The Communitization Agreement and Operating Agreement control the 
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means by which the property is pooled and define the manner in which the parties have 

agreed to economically develop the property. There is no statutory authority in the New 

Mexico Oil and Gas Act which authorizes the Division to force pool Hartman's interest 

which has already been pooled under a valid, binding agreement. 

21. There is no statutory authority which authorizes the Division to 

supersede or reform the private pooling and communitization agreement. Only a court 

of competent jurisdiction could hear and adjudicate such a claim. Any modification or 

reformation here would benefit only one of the parties to that agreement (Meridian) and 

cover only a single proration unit within a pool. 

22. The Division's reliance on NMSA 1978 § 70-2-17(E) is misplaced. 

That statute provides as follows: 

Whenever it appears that the owners in any pool 
have agreed upon a plan for the spacing of 
wells, or upon a plan or method of distribution 
of any allowable fixed by the Division for the 
pool, or upon any other plan for the 
development or operation of such pool, which 
plan, in the judgment of the Division, has the 
affect of preventing waste as prohibited by this 
Act and is fair to the royalty owners in such 
pool, then such plan shall be adopted by the 
Division with respect to such pool: however, the 
Division, upon hearing and after notice, may 
subsequently modify any such plan to the extent 
necessary to prevent waste as prohibited by this 
Act. (Emphasis added). 

23. The Division's interpretation and application of § 70-2-17(E) under 

these facts is legally erroneous and inconsistent with the OCD's own definitions. Section 
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70-2-17(E) does not apply to or govern Meridian's application. Instead, it applies to a 

pool-wide development plan, (i.e., a pool-wide plan for the spacing of wells). Section 70-

2-17(E) has no application to pooling agreements by interest owners in one proration unit 

which is only a part of an entire pool. 

24. The OCD defines pool as follows: 

POOL means any underground reservoir 
containing a common accumulation of crude 
petroleum oil or natural gas or both. Each zone 
of a general structure, which zone is completely 
separated from any other zone in the structure, 
is covered by the word "pool" as used herein. 
"Pool" is synonymous with the "common source 
of supply" and with "common reservoir." 

"Pool" in this case does not refer to or mean a single proration unit producing from a 

pool. 

25. Section 70-2-17(E) applies to and authorizes the approval or 

modification of a pool plan such as is embodied in Order No. R-1670-T, which applies on 

a pool-wide basis to all proration units in the Mesaverde pool. The Division, under these 

facts, has no authority to apply Section 70-2-17E to a single proration unit in a pool. 

Application of the statute to a single proporation unit in order to negate or reform a 

private, valid and binding agreement between the interest owners in a single proration unit 

constitutes an action in excess of the Division's jurisdiction and authority. Continental Oil 

Co. v. Oil Conservation Commission. 70 N.M. 310, 373 P.2d 809 (1962). 

26. Order No. R-1670-T does not authorize the Division to modify an 

existing, valid operating agreement between private parties. That Order permits the 
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optional drilling of a second well on a 320-acre proration unit but does not require the 

immediate drilling of a second well. It does not even suggest that the drilling a second 

well is desirable. Order No. R-1670-T does nothing more than authorize interest owners 

to drill a second well on the proration unit if they agree to do so under terms acceptable 

to the parties. 

2. The Order of February 22 is Inconsistent with Established OCD 
Precedent and Gives Meridian Preferential Treatment. 

27. The Division's finding that it has authority to modify the existing 

pooling agreements between the interest owners of the E/2 of Section 23 is inconsistent 

with and contrary to prior Division orders issued in identical cases. A case directly on 

point is NMOCD Order No. R-8013 in Case No. 8606, the Application of Doyle Hartman 

for Simultaneous Dedication and Compulsory Pooling related to Hartman's proposed E.E. 

Jack Well No. 5, a Jalmat infill gas well, which application was filed and heard in 1995 at 

a time of very favorable gas pricing. A copy of the Division's Order is attached hereto as 

Exhibit F. In that case, Hartman sought compulsory pooling as to a 160-acre unit area 

which was already covered by a binding and existing operating agreement between the 

working interest owners. The Division denied the application for compulsory pooling as 

follows: 

Because of a lack of evidence to the contrary, 
it appears that the "Agreements" are current 
binding operating agreements for the subject 
proration unit, having provisions governing 
those issues to be addressed in compulsory 
pooling cases obviating the need for such a 
hearing in this case. 
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28. The OCD issued a ruling contrary to that embodied in the February 

22 Order in Case No. 11294, involving an application by Santa Fe Energy Resources to 

force pool the interest of Phillips Petroleum Company. There, the Division dismissed the 

application based upon the objection of Phillips that the section at issue had already been 

voluntarily committed to a spacing unit and could not be made subject to a compulsory 

pooling case without violating NMSA 1978 § 70-2-17. A copy of the Order and Objection 

are attached as Exhibit G. 

29. The Division, in entering its finding that it has jurisdiction to consider 

Meridian's application, has exceeded the authority granted it under NMSA 1978 § 70-2-17, 

and has given Meridian preferential treatment inconsistent with and contrary to the 

treatment given other applicants by the Division on this same issue. 

30. Resolution of this issue in favor of Hartman and this application for 

de novo hearing will resolve the dispute between Hartman and Meridian, obviate the need 

for any future Division proceedings, prevent waste, and conserve valuable administrative 

resources. 

WHEREFORE Hartman respectfully requests that the Commission set this 

matter for de novo hearing, and withdraw that portion of the Order of the Division of 

February 22,1996 which finds that the Division has jurisdiction and authority to modify the 

Communitization Agreement and Operating Agreement pursuant to NMSA 1978 § 70-2-

17(E). The Commission should enter its Order holding that the Division (a) lacks 

jurisdiction and the authority under § 70-2-17(E) to modify a valid, binding agreement 
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between interest owners in a proration unit to voluntarily pool their interests, and (b) lacks 

jurisdiction or authority under § 70-2-17(E) to force pool Hartman's interest in the E/2 of 

Section 23 for the purpose of approving the No. 7A Well. Finally, Hartman requests that 

the Commission order that no further proceedings be held on any future application 

Meridian may file to force pool the interest owners of the E/2 of Section 23 as to the 

Mesaverde interval. 

Respectfully submitted, 

GALLEGOS LAW FIRM, P.C. 

MICHAEL J. CONDON 
460 St. Michael's Drive, Bldg. 300 
Santa Fe, New Mexico 87505 
(505) 983-6686 

Attorneys for Hartman 

CERTIFICATE OF SERVICE 

I hereby certify that I have caused a true and correct copy of the foregoing 
to be hand-delivered on this j f f U day of March, 1996 to the following: 

Tom Kellahin 
117 N. Guadalupe 
Santa Fe, NM 87501 

William F. Carr 
Post Office Box 2208 
Santa Fe, NM 87504-2208 
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RECEIVED 
STATE OF NEW MEXICO 

ENERGY, MINERALS AND NAT&Mi- pJES(5ifSlR<8E!8DEPARTMENT 
OIL CONSERVATION DIVISION 

MLLECOS LAW FIRM P.C. 
IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 11434 
ORDER NO. R-10545 

APPLICATION OF MERIDIAN OIL, INC. FOR COMPULSORY POOLING AND 
AN UNORTHODOX GAS WELL LOCATION, SAN JUAN COUNTY, NEW 
MEXICO. 

ORDER OF THF. DTVTSION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on January 11, 1996, at Santa Fe, 
New Mexico, before Examiner Michael E. Stogner. 

NOW, on this 22nd day of February, 1996, the Division Director, having 
considered the record and the recommendations of the Examiner, and being fully advised 
in the premises, 

FTNDS THAT: 

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

(2) The applicant, Meridian Oil, Inc. ("Meridian"), seeks an order pooling all 
mineral interests in the Blanco-Mesaverde Pool underlying an existing 313.63-acre gas 
spacing and proration unit comprising Lots 1, 2, 7, 8, 9, 10, 15, and 16 (the E/2 
equivalent) of Section 23, Township 31 North, Range 9 West, NMPM, San Juan County, 
New Mexico, for the drilling and completion of its proposed Seymour Well No. 7-A to 
be drilled at an unorthodox infill gas well location 1,615 feet from the South line and 
2,200 feet from the East line (Unit J) of said Section 23. 

(3) Said unit is currently dedicated to Meridian's Seymour Well No. 7 (API 
No. 30-045-10597), located at a standard gas well location 1,170 feet from the North line 
and 970 feet from the East line (Lot 1/Unit A) of said Section 23. 

EXHIBIT "A" 
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(4) By New Mexico Oii Conservation Commission (Tommission") Order No. 
799, dated February 25, 1949, the Blanco-Mesaverde Pool was created, defined, and 320-
acre spacing was established therefor. By Order No. R-128-C, issued on December 16, 
1954 the Commission instituted gas prorationing in the Blanco-Mesaverde Pool to be made 
effective March 1, 1955. By Order No. R-1670-T, dated November 14, 1974, the rules 
governing the Blanco-Mesaverde Pool were amended to r̂ rrnit the optional "infill drilling" 
of an additional well on each 320-acre gas spacing and proration unit within the Blanco-
Mesaverde Pool. 

(5) Prior, to the hearing Doyle Hartman and Margaret Hartman, doing business 
as Doyle Hartman, Oil Operator ("Hartman"), who own a 12.500% working interest in 
the subject acreage, filed a motion to dismiss this case. By letter dated January 8, 1996 
the Division denied Hartman's request and this matter remained on the Division's docket 
for the immediate hearing. 

(6) At the time of the hearing Hartman and Four Star Oil & Gas Company 
("Four Star") again requested that this matter be dismissed on the grounds that the subject 
acreage is currently subject to an Operating Agreement and a Communitization Agreement 
that have been in effect since 1953 and that Meridian failed to undertake reasonable efforts 
to obtain voluntary joinder of their respective interests in drilling the proposed infill well. 

(7) Meridian was allowed to present testimony on land and ownership matters 
in this case, which indicates that: 

(a) the E/2 equivalent of said Section 23 consists of two 
separate Federal oil and gas leases, each dated May 1,1948, 
with: 

(i) tract 1 comprising the NE/4 equivalent of said 
Section 23 issued to John C. Dawson; and, 

(ii) tract 2 comprising the SE/4 equivalent of said 
Section 23 issued to Claude A. Teel; 

(b) on March 30, 1953 a communitization agreement was made 
for the E/2 equivalent of said Section 23 between Southern 
Union Gas Company, Meridian's predecessor in interest and 
as operator of the Seymour WeU No. 7, and Skelly Oil 
Company, Four Star's predecessor in interest; 

(c) on. April 10, 1953, the working interest owners in the E/2 
equivalent of said Section 23 entered into an operating 
agreement which: 
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(i) provided for the drilling of the Seymour Well No. 7 
in Unit "A" of said Section 23; 

(«) designated Southern Union Gas Company operator 
of the unit; 

(iii) governs operations in the Mesaverde formation in 
the E/2 equivalent of said Section 23; and, 

(iv) binds the successors and assigns of the original 
parties; and, 

(d) on November 10, 1953 Southern Union Gas Company 
spudded the Seymour Well No. 7 and completed it as a 
producing Mesaverde gas well to which the E/2 equivalent 
of said Section 23 was dedicated. 

(8) By letters dated January 27 and April 12, 1993 Meridian advised all 
working interest owners within this 320-acre unit that the 1953 Operating Agreement did 
not contain any subsequent well provisions and therefore proposed a new Joint Operating 
Agreement for the drilling of an "infuT Blanco-Mesaverde well in the SE/4 equivalent of 
said Section 23. 

(9) Meridian by letter dated October 31, 1995 renewed its request for a 
voluntary agreement of the working interests for the drilling of the proposed infill well. 
Eight days later by letter dated November 8, 1995 Meridian filed with the Division its 
application to force pool this acreage for the Seymour Well No. 7-A. 

(10) It is both Four Star's and Hartman's position that pursuant to Section 70-2-
17. C ofthe New Mexico Oil & Gas Act ofN.M.S.A. 1978 the owners of Mesaverde rights 
in the E/2 equivalent ofsaid Section 23 have a voluntary agreement in place and that the 
Division may not force pool this acreage. 

FINDING: Pursuant to Section 70-2-17.E. of said Act the Division may modify 
the 1953 Operating Agreement to the extent necessary to prevent waste. The Division 
therefore has jurisdiction over this matter. 

(11) Meridian, however, failed to make reasonable efforts to adequately obtain 
voluntary joinder of all working interests for further development of this acreage prior to 
filing its application, see Finding Paragraph (9), above; therefore, this case should be 
dismissed at this time. 
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IT TS THEREFORE ORDERED THAT: 

Case No. 11434 is hereby dismissed. 

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

STATE OF NEW MEXICO 

S E A L 
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1. The lands covered by this agreement (hereinafter referred to ao "com-

wmitized erea") are described es follows: 

Township 31 Earth, Bang* Q West, « 
tfrn Juwi County, Hent >Wr.!lco 

Soetloa 23J-

containing acres, more or less, 

and this agreement shall extend, to end include only ihe fe&aTftrda 

formation underlying said lands and the dry gas and associated liquid hydro­

carbons (hereinafter referred to- as "ccmsaunitized substances") producible from 

such formation.. 

2. Attached hereto, and made a pert of this agreement for all purposes, is 

Exhibit A designating the operator of the comnunitized area and shoving the. 

acreage, percentage end ownership of oil and gaa interests in all lands vithln 

the eomounltised area., and the authorization, If eny, for consunitizing or pool­

ing eny patented or fee lands within the commtnitized area. -

3. All matters of operation shall "be governed by the Operator under and 

pursuant to the terms and provisions cf this agreement. A successor operator 

may he designated hy the owners of the -working interest in the coanmnltized area 

and. four (U) executed copies of a- designation of successor operator shall he 

filed vith the Oil end Gas Supervisor. 

h. Operator shall furnish the Secretary of the Interior, cr his author­

ized representative, vith & log end history of any veil drilled on the eonnntn-

itised area, monthly reports of operations, statements' of gas sales and royalties 

and auch other reports as are deemed necessary to compute monthly the royalty 

due the United States, aa specif ied in the applicable oil and gas operating 

regulations. Operator, In operations hereunder, shall net <iie criminate against 

any employee or applicant for employment because of race, creed, color or national 

origin and an identical provision shall he Incorporated in all subcontracts.. 

5. The cotmnunitized.erea shall he developed and operated as an entirety 

vith the understanding and agreement between the parties hereto that all 



connnmitized subotancco produced therefroii abo.ll V>c allocated cuaong the lease­

holds comprising oaid area in the proportion that the acreage interest of each 

leasehold hears to the entire acreage interest committed to this agreement. 

6. Hie royalties payable on cojsnunitized substances allocated to the in­

dividual leases comprising the cotnnnnitiaed area and the rentals provided for i n 

"*" ' ' "" :"" • said leases shall he determined and paid on the basis prescribed in each of the 

individual leases. Payment of rentals under the terms of leases subject to this 

agreement shall not he affected hy this agreement except as provided for under 

the terms and provisions of said leases or as may herein he otherwise provided. 

Except as herein codified and changed, the d i l and gas leases subject to this 

agreement shall remain i n f u l l force and effect as originally made and issued. 

7. There shsll he no obligation on the lessees to offset eny dry gas veil 

or veils completed in the same formation as covered hy this agreement on separate 

component tracts into vhich the communitized area is now or nay hereafter he di­

vided, nor shall any lessee he required to measure separately comnunitized sub­

stances hy reason cf the diverse ownership thereof, hut the lessees hereto shall 

0 ^ ^ 0 M ^ ^ ^ ^ . b e "leased from their obligation to protect 'said eemtnttixeft area from 

drainage of coBmunitized substances "by a veil or veils vhich may be drilled 

off setting said area. 

8. The commencement, completion, continued operation or production of a 

veil or veils for eoanunitized substances on the cotammitized area shall he con­

strued, and considered as the comBencemcnt, completion, continued operation, or 

Production on each and a l l of the lands vithin and comprising said communitized 

area, aad operations or production pursuant to this agreement «b«T3 he deeosd 

to he operations or production as to each lease committed hereto. 

- 9« Production of ccomunltized substances and disposal thereof shall be in 

conformity vith allocation, allotments and quotas made or fixed hy any duly 

authorized person or regulatory body under applicable Federal or State- statutes. 

Thie agreement shall be subject to a l l applicable Federal and State law or 

executive orders, rules and regulations, and no party hereto shall suffer a 

forfeiture or he liable in damages for failure to'comply vith any of the pro­

visions of this agreement i f such compliance is prevented by, or i f such failure 

results from, compliance vith. any such lavs, orders, rules or regulations. 

-3-



10. This agreement shall "be effective as of tbe date hereof, upon execution 

by the necessary parties, notwithstanding the date of execution, and upon approval 

by the Secretary of the Interior, or hia duly authorized representative, and shall 

remain in force and effect for a period of two (2) years and oo long thereafter 

as communitized substances are produced from the communitized area in paying 

quantities; provided, that prior to production in paying quantities from, the 

communitized area and upon fulfillment of a l l requirements of the Secretary of 

the Interior, or hie duly authorized representative, with respect to any dry hole 

or abandoned veil, this agreement my be terminated at any tine by mutual agree­

ment of the parties hereto. 'j 

11. I t is agreed between the parties hereto tbat the Secretary of the 

Interior, or his duly authorized representative, shall have the right of super­

vision over a l l operations within the communitized area to the same extent and 

degree as provided in the oil and gas leases under vhich the Catted States of 

America i s lessor and ln the applicable oil and gas regulations of the Department 

of the Interior. 

12. The covenants herein shall be construed to he covenants running vith 

the land -with respect to the communitized interests of the parties hereto and 

their successors ln interest until this agreement terminates, and any grant, 

transfer or conveyance of say such land or interest subject hereto, -whether 

voluntary or sot,, ahall be and hereby ls conditioned upon the assumption of a l l 

obligations hereunder hy the grantee, transferree or other successor in interest, 

and as to Federal land •shall he subject to approval hy the Secretary of the 

Interior. 

13* This agreement shall he binding upon the parties hereto and shall 

exfceiA to and he binding upon their respective heirs, executors, administrators, 

successors and assigns. 

llf. This agreement may be executed in any number of counterparts, no 

one of vhich needs to he executed hy a l l parties, or may be ratified or con­

sented to by separate instrument,- in writing, specifically referring hereto, 

and shnll be binding upon a l l parties vho have executed such a counterpart, 



r a t i f i c a t i o n or consent hereto v i t h the asae force and effect as I f a l l partita 

had signed the same document. 

TH WITNESS WHEREOF, the parties hereto have executed this agreement as of the 

day and year f i r o t above vritten and have set opposite their respective' names the 

date of execution. 

ATTEST: 

ATTEST: 

Secretary 

SOUTHERH UNION GAS COMPA 

ByJ 
President 

O P E R A T O R 

ohn C. Damon 

% JjUt,f///je. Bawaon, his vlfe 

Claude A. Teel 

M « M A/***- Teel, his vjfe 

(ABV f&A- Jt-:., — 
I f/.-,v., .-President 

' IjjiSSEEfi ABO VORKDĴ IHTEREST OBHERS 

fi 
Cv KcAdaaa. hU vif e 

? 
A* V. Rutter 

Butter, his vlfe 

. E. H. Ernest" 

ATTEST t 

_Eraeet, his vife 

A1BUO.UER0.UE ASSOCIATED OIL COMPANY 

By_ 



STATE OF 
r 

ss 

one. i 19 53 > before me 

COUNTT OF {-I&(<?/? IS 

On this ,5 ̂  iay of 

personally appeared JoUn C. Pavoon and /,vcy//e / £ , Dawson, hla vlfe , 

known to me to be the person(e) who executed the. above and foregoing in­

strument and acknowledged to me that they executed the same as their 

free act and deed. 

nt WTTHESS WHEREOF, I hare set my hand and seal of office on this 

3~ 4ay of \fotJ<?. 19 53 

My Commission Expirees 
t a! STORY, j * . 

M - I . T C l t f . rf) I— U . - | . f n . f - ^ . T . . . . 

STATE OF" TEXAS 

COUOTT OF DALLAS 
SS 

On thla 7 l £ day of , 19 3̂ . , before 

me to me personally known, vho, appeared f . / f . / f ? L j £ _ ^ 

being by wa duly sworn, did. say that he is the V^C f l President of 

SCUTBEBg tmog OAS COWMBK and that.the seal 

affixed to the foregoing instrument is the corporate seal of said corporation 

and that sold instrument vas signed and sealed In behalf of said corporation 

hy authority of Its Board of Directors, and said £ /f. 

acknowledged said instrument to be the free act anafdeed of said corporation!"" 

UK WITHESS WHEREOF, I have set ay hand and seal of office on this 7 

•«ar «f < £ & g * J / . 19 5 3 

Ky Commission Expires: 

Jurw 1, 1553 

Ja&zj 
Salary Public In and for 

Jolldh County, 



r r 
STATE OF 

COURTT OF 
] BS 
) 

On thin *Z?7 of <£fKSt^c--ft , 19 53 > oefore me 

personally appeared ClnuA* A. Teel and /b̂ t̂y Teal, bin yifq 

known to me to be tbe person(s) who executed the.above and foregoing in­

strument .and acknowledged to me that they executed the came as thair 

free act and deed. 

35 WTTHESS WHEBEOF, I have set my hand end seal of office on this 

£ 7 day of & o * u l s t , 19 53 

My Commission Expires: 

dSUt+^^&ZC County, /&Z**u±* 

STATS OF 

COOBTX OF-
ss 

me 

On th l s^ /^ f 4. cay of ^ f y ? <•., .•? , 1 9 ^ • , before 

appeared f"^. Z ' ^ * * . . - , ^ - * * ' ', to me personally known, who, 

being by ve duly avorn, did say that he is the^f> ./* 

6SEtfiX OIL COMPASS 
President of 

and that, the seal 

affixed to the foregoing instrument is the corporate seal of said corporation 

and that said Instrument vas eigne4 and sealed in behalf af^sald corporation 

hy authority of its Board of Directors, and said< 

acknowledged said instrument to be tbe free act and deed of said corporation. 

XH WITNESS WHEREOF, I have set my hand and seal of office on this /r./".CiC. 

day <* ^ ^ t ^ r y f ' , 19 % . 

ji behalf ofsaid corporation 

f 
My Commission Expires: 

HOB-& IJUW 

«J CjmwlHlM txpbw Jtmi«ty a, mj . 

Hptary Public ln and for ^ 

. .fez.. / County, 



c f 

THE STATE OF WW KEXJCO ) 

COUNT! OF BSRHALHIO j 

Oa this n t7th day of April . , 19$3, 
before na paraoaXXXy appoaraa Morels iteAda«s, io usa known to be the 
person who extorted the foregoing inttruneat in behalf of 0* A. BaAdans, 
and acknowledged that oh« executed the avon as « fro* act tnd deed of 
said 0. A* IfcAdams. 

JH WTWSSS WHEREOF, X havs hcraunto a«t my hand and affixed ty 
•««! oa this, tits dsy and year first above wittan. 

. yy conaissioa expiresi 
«_un u-*-bu at, law notary Public in and for BernililXT 

^ O I W M W M P - County, Kew Kaxioo. 

THE STATE OF Km KSXXCO j 

cotwrr OF BERKALILLO ) • . 
On 87th day of April - , 

before tM parswaJjy*pp«ared OsorgiA JicAdama, *lXe of C. A. XJcAcUms, 
to s» knovn to bf the person dsscribed in and who sxccuUd tha foregoing 
inatrunsnt, and aekaovltdgsd to m that sha axioutad tha SUM aa her fx«« 
act and deed* 

TK WITNESS TWKftEOF, X bara hcraunto set ny hand and tffixsd my seal 
oa this, th» day and year first tbova wit tan. 

UT coaaaiaaioa expiresi 
MrCottolnloaTxvbM 54pt<»WrSr. i sas Rotary rubUsia and ror BarnaxuKT 

County, Kotr Uexioo. 



STATE OF ) 
~ ) SS 

coum OF ) 
On thla day of , , 19 53 , "before me 

personally appeared C» A. Kci-aaa W&^.rjcr>j( o tfcAdaas, hl» vlfa , 

known to me to he the peraon(s) who executed we above and foregoing in-

strument and acknowledged to me that ttaty executed the same as their 

free act and deed. 

IH WITNESS WHEREOF, I have set my hand and seal of office on this 

day of , 19 53 . 

^ Rotary Public in and for 

My Commission Expire a: _ _ _ _ _ _ _ _ _ _ County, _ 

STATE OF ) 
) SS 

COUNT! CF ) 
* 

On this day of , 10 53 before me 

personally appeared A» V« Rtttter and. ftuttor, bla vlfs 

known to ma to be the person(s) vho executed the above and foregoing in­

strument and acknowledged to me that they executed the same as 

free act and deed. 

Uf WITNESS WHEREOF, I have set my hand and seal of office oa this " 

day of , lo 53 

My Commission Expires: 

Motary Public in «md for 

^ County, 



r •• r •• 
STATE OF ) 

) SS 

COURT* OF ) 

On this day of , 19 S3 $ "before me 

personally appeared fl. Hi Bracct ard graait,JUs vlf> . 

known to me to "be the person(s) vbo executed the.above and foregoing in­

strument and acknowledged to me that thsy executed the same as thotr 

free act and deed. 

JS WITNESS WHEREOF, I have set my hand and seal of office on thia 

day of , 19 53 

Horary public ln and for 

County, ______ 

Hy Cc—lssion'Expires! 

BS 
STATE OF Ihux) huJbi^ , 

COOTOT OF. j/Ls^^JJL* 

, 19 53 • , before 

me appeared &U^JJU<, 0 ^ ^ J L M ^ to me personally known, who, 

being by me duly sworn, did say that be is the President of 

Aiaxnsnqsc ASaotovftp on. ccmroc _ 4 that the teal 
affixed to the fora going Instrument I B the corporate seal cf said corporation 

and that said instrument vas signed and sealed in behalf of said corporation 

by authority of i ts Board of Directors, and said J j j k ^ J ^ t 6 . ^ ^ u J u L * 

acknowledged said instrument to be the free act and deed of said corporation. 

Uf WITNESS WHEREOF, I have set my hand and seal of office on this * * 

day of d u ^ i O , 19 53 

Ky Commission Expires: Notary Public' in and "for 

' * r 3*1 - t f l A U A - ^ - J L J L L , County, J _ _ _ _ _ _ _ _ ^ 



r 
• ,- Exhibit A to (k~imunitiiatlon Agreement 

' dated March' 30, 1953/' embracing: JEj of Section 23, 
• '' Township 31 North, Hange 9 West, N.M.P.M., San Juan County, Hev Mexico 

Operator of Communitized Area: Southern Onion Gas Company. 

pESOTrPTIOM OFJ2ASES COMMITTED 

Tract Ho. 1 

lessor: United States of America 

Lessee of Record: John C. Dawson 

Serial So. of Leasei Santa ?e 078505 

Date of Lease: May 1, l$if8 

Description of Lands Committed:. Township 31 Korth, Range 9 West, N.M.P.M. 
Section 23: 

Number of Acres: l60 

Working Interest and Percentage t John C. Davson £ 

0.R.R.I, and Percentage: C. A. McAdams 3A of l£ 
A. W. Rutter y k of 1J» 
R. E. Ernest 1/% o£ Vf> 

. Albuq.uero.ue Associated Oil Co. 1 - 3A £ 

Tract No. 2 

Leeser: United States' of America 

Lessee of Becord: Claude A. Teel 

Serial Ko. of Lease: NK-O3601 

Date of Lease: May 1, loJv8 

Description of Lands Committed: Township 31 Korth, Range 9 West, N.M.P.M. 
Section 23: EEfr 

Bumber of Acres: l6o 

Working Interest and Percentage: Skelly OH Company fll_- j6 

0.R.R.I, and Percentage: Claude A. Teel 1 f, 

(This interest ls subject to CFR 192.83) 

Albuquerque Associated Oil Co. 5 f 

Recapitulation 
Ko. of Acres Percentage of -Intereat 

Tract Number Committed r In Communitlted Area 

1 160 505s 



0PKRATTK5 JU~SKg~ ( y * •• • *-< t ? . ' V * *". 

TET3 USBEOaSS, _u_ aad »nt«r*d iato ca this lpthday cC-̂ 1^Asm**'-V."' 

19S3__, by and. betveaa. BOOrfflOT OTUMr OAS CCKPAXT, a Delaware '^teyttrjtioo.-'> " .-
: J •" "\ " 

•.utfcorixcd to da business la the Stete or X<rr Kaxtco, —— fc-rlsg Its. jriacip«l 

office la Dalles, Xezaa („x*i_ft«r called "Southern Union" or "Operator"}, and 
_6___r on. COMPACT , 

:* 
1 

CO 
<.1 

m 
o 

(hereinafter called "Son-operator", Thether one or —ore), 
o T J " 

— j 
O 

C2 

—1 

— m o 
W I T N E S S E T H T H A T : 7) »—* ro 

CO 
~U CO 

VHEKEAS, wader date cf Kirch y . 1953 » a certain cowftnltlwu 

tlea (cr pooltnx) agrccs-st was *«de and entered Into providing for the ecemuv-

ititatloa, pooling and consolidation cf certain e l l and got laaaci therein. 
a 

described so as to form a tri l l Ing —tit (hereinafter referred tc aa "salt"}, 

e_racing —e f ollovlag described land In San Juan Ccuaty, 

Xer Kextec: 

fovnshlu 31 Korth, Raape 9 Vert. K.KJ.H. 

Section 23* ty 

to which agreement reference la here mde for a l l purposes; and 

VHERSAS, the parties hereto desire to provide for tbe economical and joist 

operation of said wi t for tbe production ef (as and aaiodated licuid hydro­

carbon!- Producible from Hesa-erde forMtlo^ . 

subject te aad in accordance «lth the teres tad provisions of this agre«_ent: 

IOW, THEREFORE, la eccaideratloa of the prealaes and of the mutual eovanaats 

and prcslses herein contained, the parties hereto a—«e se fellers: 

I . 

OPERATOR 

Section 1. Southern Salon Ces company U ^ r e t y deelgaated a. Operator cf 

EXHIBIT "C" 



'tb* above described unit and, subject to the terms end conditions of this a^ree-

_ a t , shail have f a l l control of end i——1 conduct and _ana&e a i l operations oa 

aali unit for the joist account of the parties hereto. Southern Onion may re-

si—, as Operator at eny tine oy giving notice to each Hen-operator Sx. vrltJtag 

sixty (60) days I s advenoe of the effective date of such resignation and, ln 

such evert, the verting Interest owners of said unit shall immediately select a 

successor. 

Seetion 2. I _ the event Southern Union shall sell or otherwise dispose of 

a l l ef ita Interest ta sai l unit, the right of operation herein conferred shall 

not ran vith the transfer or a*algir_nt of such interest or Inure to the benefit 

of Southern Union*e assignee, but Non-operator and Southern Union's assignee 

' 1 immediately select a nev Operator. 

Section 3. The number of employees, the selection of such employees, the 

hoars of labor end the ecupena-tion for services to be paid any end a l l employees, 

_ connect ion vith operations hereuadar, shall be determined by Operator. All 

employees and contractors used in operations hereunder shall be employees and 

contractors of Operator rc** shsll never be considered the employees or con­

tractors of Eo_*operstor. 

XX. 

PERCEOTAGS OF ISC-SSI 

I t i s agreed that for purposes of this agreement the interest of each party 

hereto is said —alt ls as follows: 

KAME UiSR-ST 

S0U1HERH US10N GAS COMPANY 

SKELLY OIL COMPANY 

5<# 

50* 



nr. 
pBTTT.nBJ OHERAIIOHS 

Section 1. 3ubj«ct to a l l other *pplie_l« prcvliloas of tal i mgrê ewnt, 

Operator, on or before sixty (6b) day6. fron, approval, of ;the above described 

s&mmltisatlon a—eement by tbe Patted States Geological Swyev 

shall ecaneaee, or cause to be cc—eaceA, operations for tbe drilling of a *ell 

for tbe Joint account of tb* parties hereto, at the folloviae: locationt 

TovBShl-p 31 Korth, KasK« 9 Wert. H.M.P.M. 

Section 23: aT&KEj-

aad eause said vei l to be dlllftntly drilled without unnecessary delay aad la 

a good vorroanllhe Banner to- a sufficient dtpth to test the u. , K x r ^^ B 

formation, unless the parties hereto ButueUy agree to discontinue drilliaf op­

erations at a lesser depth. Zt is understood and agreed that tbe eoaaeaecaest 

date for aald vei l shall be extended for a reasonable period vhea necessary to 

perfect title to the lands eoaaltted to tht unit'. 

finirMtaTi TfrffSi rftumsfr *f ^n'rrtftT, mrh Ann njnrntnr thall faralsb and 
i 
•ac—*cr-to •Operator-Its prce^rtlcgate-ehare of easing 
•dxdllint e^elp—at-aor_lly furnished by e i r t l l _ g -

• f teel ss ismststs m l ae.ee>. salt ealli 

Seetloa J . Prior to ecsaasacewnt af drilllkx eperatloas, as provided la 

Sectioa 1 hereof, Operator shall furnish each lea-operator an estimate of the • 

costs expected tc be- incurred la drllllac aad eautppiag said veil . 

Seetloa a. Al l costs aad txpeaaaa Incurred la connection vith the drilling, 

completing, testlafe a«Blppia«, sad. If a dry hole, the plugging aad ahaadoalas, 

of said veil shall be bora* by the parties hereto la the proportions set eat 

under Article XX hereof. 

IT . 

LQ33 OR TAnORg OF TITLE 

Is the event cf the loss or failure ef tb* tit le, la vhole or la part, ef 



any p*rty hereto to any lease, or to any interest tho rain, tha interest ot such 

party in and to tha production obtained from th* unit ihall be reduced ln pro­

portion to •uch IOIB or failure of titla aa of tho data auch lo«« or fallura of 

tltla l i finally datarsined; provided, tbat auch revision of ovaershlp Interest 

shall not be retroactive as to operating costs and expenses Incurred or as to 

revenues er product Ion obtained prior to auch date; aad provided, further, that 

each party hereto vhose title has been lost or has failed, aa aforesaid, shall 

Indemnify sad hold the ether parties hereto harmless from aad asalast any aad 

all loss, cost, damage sad expense vhich may result from, or arise because ef, 

the delivery to such party of production obtained hereunder or the payment of 

proceeds derived from the sale of any such production, prior to the date loss or 

failure of title Is finally determined. 

V. 

TERM or ASKEBCKT 

This agreement shall remain la full force sal eff set, unlsss_sooner t«r*in-_ 

etad hy the mutual agreement of the partis s hereto, as long as the comau&ltlsstlon 

(or pooling) agreement hereinabove described shall remain la force sad affect. 

TI. 

COOTS ABS gPZHSBS 

Seetloa 1. Unless Operator elects to require Ion«operstor to advance Its 

share of the costs sad expanses, as hereinafter provided, Operator shall in^tl ly 

advaaee aad pay al l costs sad expansei for the drilling of the veil provided for' 

under Article H I hereof aa veil as operation expenses of said salt sad shall 

charge saeh lea-operator vith Its pro rata part thereof oa the basis of Its pro-

pcrtlonate interest la the volt aa set out under Article ZI hereof. 

Seetloa S. All saeh costs, expenses, eredits sad related matters, sad the 

method of handling the accounting vith raspset thereto, shall be la accordance 

vith tha provisions of the Accounting Procedure, attached hereto as Exhibit "A" 

ssd aftda • part hereof for al l purposes. 

Section 3* IA the event that Operator elects to require say Ion-operator 



t o advance i t s proportionAte «hare of tb« above oentlonea. co«r;« ana 

Operator ahall submit an ltemited estimate of such costs and expense* for tha 

succeeding calendar month to such Non-operator, shoving therein the proportionate 

part of the estimated cost* and erpenses chargeable to such Non-operator. Vithin 

fifteen days after receipt of ««ld estimate, such Non-operator ihall pay 

to the Operator its proportionate share of the estimated costs end expenses. I f 

payment of the estimated costs and expenses ls not made Then due, the unpaid 

balance thereof shall bear interest at the rate of six per cent (6**) par annua 

from the dus date until paid. Adjustments betveen estimated and actual costs 

and expenses shall be made by Operator at the close of each calendar month and 

the account of the respective parties adjusted accordingly. 

Section Operator shall make no single expenditure ln excess of One 

Thousand Dollars ($1,000.00) vlthout f irst obtaining the consent thereto of each 

Non-operator. The approval of the drilling of the veH provided for hereinabove, 

hove ver, shall Include a l l expenditures for the drilling, completing, testing 

and equipping of such veil, including the necessary lines and separators. 

vn. 
DISPOSAL CT PRODUCTION 

Each Non-operator shall ova its proportionate share of a l l gas, caslnghead 

gas and other hydrocarbon substances produced and saved from the unit, and shall 

be entitled to take e l l or any part thereof in kind, but I f any Non-operator 

takes a l l or any part of Its proportionate part of such production la kind, I t 

shall bear any extra expense Incurred by Operator la making such delivery in 

kind, l a ease of sales of production, each Non-operator shall collect direct 

from the purchaser or purchasers of such production for Its proportionate part 

thereof. 

vm. 
IKS TRANCE 

Section 1. Operator, or Operator's contractors or subcontractors, shall 

carry for the benefit of the Joint account insurance to cover drilling operations 



oa the unit ei follovei 

HLWU 

Vorkmen'e 
Compensation 

FOLICf FOBM 

Statutory 

HPTTHUH LIMITS CF LIABILITY 

Statutory 

Contractor's Comprehensive (including coverage B . I . 
Public Liability under a l l sections of. policy) 

Motor Vehicle Comprehensive (including ncra-
ovnerehlp liability and hired 
automobile coverage) 

P.D. 

B.t. 

P.D. 

i i 50, COO each person 
! 100,000 each accident 
1100,000 aggregate 
•; 10,000 each accident 
li $0,000 aggregate 

t $0,000 each person 
[100,000 each accident 
\ 10,000 each accident 

Seetion 2. Vith respect to producing operations conducted hereunder on the 

unit by the Operator for the joint account of the part let hereto, Operator shall 

maintain la effect at a l l times vhlle operations are so conducted hereunder the 

following insurance coverage: 

Workmen's 
Compensation 

Contractor's 
Public Liability 

Motor Vehicle 

FOLIC? FORM 

Statutory 

KarraoM LIMITS OF LIABTLTTT 

Statutory 

Comprehensive (including coverage B.I. 
under e l l sections of policy) 

Comprehensive (Including aoa* 
ownership liability and hired 
automobile coverage) 

P.P. 

£ . 1 . 

P.D. 

£100,000 each person 
1300,000 each accident 
1300,000 aggregate 

: 100,000 each accident 
,4100,000 aggregate 

1100,000 each person 
||300,000 each accident 
.4 10,000 each accident 

Operator v i l l , upon request, fumish to Sen-operator certificate(s) evidencing 

such lasuraace. 

EC. 

ABAHDOgMSKT OF VEIL 

Ko veil oa the unit vhich ia capable -of producing gas and/or condensate 

from the formations covered by this agreement shall be abandoned vlthout the 

mutua'1 consent of the parties hers to. If any of the parties desire to abandon 

such veil, such party or parties shall so notify the other party or parties ln 

vritiag and the latter shall have ten (10) days after receipt of such notice 

in vhich to elect whether to agree to such abandonment. If a l l parties hereto 

agree to such abandonment, such veil shall be abandoned and plugged by Operator 

at the expense of the joint account, and as much as posilble of the casing and 



other physical equipment la end on tald veil ahull he salvaged for the benefit 

of the Joint account. If any party or parties do not agree to said abandonment, 

such party or parties purchase the lnterest(s) of the party or partlee de­

siring to abandon aald veil In the physical equipment therein and thereon) and, 

vlthla tventy-fIve (25) days after the receipt of notice by the party or parties 

act electing to abandon, the party or parties desiring to abandon ahall execute 

aad deliver to the other party or parties aa assignment, vlthout varraaty of 

title, of Its or their Interest in said veil aad physical equipment, sad ia the 

vorklng Interest sad gas leasehold estate, insofar as It covers the formatloa(s) 

covered by this agreement, la said unit. In exchange for said assignment, the 

purchasing party or parties shall pay to the assigning party or parties the sal­

vage value of tbe letter's interest ia the salvable casing and other physical 

equipment ia end oa said veil, such value to be determined ia accordance vith 

the provisions of the Accounting Procedure, attached hereto aa Exhibit "Aa« 

X. 

TAXES 

The Operator shall render, for ad valorem tax purposes, tbe entire lease­

hold rights aad interests covered by this agreement aad all physical property 

located thereon or uaed is. connection therewith, or such part thereof as may ba 

subject to ad valorem taxation under existing lavs of the State of Bev Xcxleo, 

or vhich may he made subject to taxatlca under future lavs, aad shall pay for 

the benefit of the joint 'account all such ad valorem taxes at the time aad. la 

the manner required by lav vhich may be assessed upon or against all or any 

portion of such leasehold rights and Interests aad the physical property located 

thereon or used Is connection therevlth. Operator shall h i l l each Xon-operator 

for Its proportionate share of such tax payments provided by the Aecouatlac 

Srce. hire, attached hereto as Exhibit "A". 

XI. 

OPTIOK TO PUHCHASS 

Sectioa 1. In the event that any party hereto receives a bona fide offer 



which it it vUlisg to accept for the purchase of its Interest in the unit, or 

any part thereof, from e person, firs or corporation reedy, able aad villiag to 

purchase such Interest or part thereof, the party hereto recolvlag such offer 

t>mTi immediately give vritten notice thereof to each of tbe other parties here­

to, <™<in*ing ia such notice the name aad address of such offeror, the price 

offered aad all other pertinent terns aad conditions of the offer, The other 

parties hereto, for a period of eevea (7) days after the receipt of the notice, 

shall hare the prior snd preferred right and option to purchase the lease or 

leases, or part thereof, covered by the offer, at the price sad according to 

the terms ead eonditlons specified therein. 

Section 2. Tf the other parties hereto fall to exercise their right aad 

option by giving vritten notice of acceptance within seven (7) days after re­

ceipt cf the above mentioned notice, the party vhich received the offer ahall 

accept it aad complete the sale to tha offeror in accordance vith Ita offer 

within sixty (6b) days after the expiration of said seven (7) day period; 

provided, that If tbe party vhich received the offer falls to accept it or to 

complete the sale within said period of sixty (6b) days, the preferred right 

aad optica of tha other parties hereto or tor this Article XX shall be con­

sidered as revived, end the party which received the offer shall aot complete 

auch sale ta the offeror unlese aad until the offer again haa beea presented 

to the ether parties hereto, as hereinabove provided, and the other parties 

again have failed to elect to purchase on the terms sad conditions of the 

offer. All offers, except as hereinafter specifically excepted, at say time 

nsde to any party hereto for the purchase of Its Interest lo the pooled volt, 

or a part thereof, shall be subject te all tbe terms aad conditions of this 

Article rr. 

Section 3. It is expressly agreed that the foregoing provisions of this 

Article XI shall not apply to a transfer by a corporate party hereto made in 1 

connection with a merger, consolidation or reorganization involving such party 

and its parent subiidiery or an affiliated company, nor the transfer by any 

party to a vholly owned subsidiary or to any other person, firm or corporation 

bavins an identity af interest or an option agreement covering any of tho land 



•ad. leasee subject to thla agreement. 

RELATION OF PARTIES 

Th* rights, duties, obligations tad liabilities of the parties hereto shall 

he several end not Joint or collective, it heing the express purpose end inten­

tion of the parties hereto that their ownership la said unit shall he as teaaats 

la oommanj and nothing herein contained shall ever he construed as creating a 

partnership of any kind, joint venture, aa asaoelatloa or a trust er as Imposing 

span say one or more of the parties hereto say partnership doty, obri gotten or 

liability. Each party hereto shall he iadivlduall^reaponslhle only for its 

ohligations, as set out ln this agreement. 

xnr. 
ACCESS TO ESBtflSES, LOQ5 AND PEPOHTS 

Operator shall keep accurate logs of the veil drilled on said unit, vhich 

logs shall he available at all reasonable times for Inspection hy any Boa-

operator. Upon request hy any Hoa-operator, Operator shall furnish to such 

Hat-operator a copy of said logs, samples of cores and cuttings of formations 

encountered, aad monthly progress reports relative to the development sad oper­

ation of said aalt, together vith any other information vhich may be reasonably 

requested pertaining to each veil, Each Ifaa-operator ahall have access to aald. 

malt and to mil hooks aad records pertaining to operatlaas hereunder for the 

purpose of inspection at al l reasonable times. 

XX7. 

6TIKKEKDSR. EXPIRATION, ABANDONMENT OH RELEASE Cf LEASE 

So lease or leases subject to this agreemeat shall be stcrreadered, 1st to 

expire, abandoned er released, in whole or in part,, unless tha parties mutually 

eons ent thereto la writing. Ia the event that less then all the parties hereto 

shouJjg elect to smrender, let expire, abandon or release ell or any part of a 

lease or leases subject' to this agreemeat aad the other party or parties do not 

consent or agree, the party so electing shall notify tbe other party or parties 

not less than sixty (60) days in advance of such surrender, expiration, abandon-



arrtit or roleeae and, i f rcquartei so xo ao LJ- U B i ~ «-jr — « — «i»uuii«, . ^ a ^ 

i*tely •*"01 aael«n. without varranty to tna latter party or parties a l l of Ita 

right*, title ana latere at In end. to aald. leaee or leaaeo, the well or wells 

located, thereon, and the casing and other physical equipment in or ca said well 

or veil*. If the party or parties not so electing fail(s) to request such assign­

ment vlthia such sixty (60) day period, the party so electing shall hare the 

right to surrender, let expire, abandon or release said lease or leases, or any 

pert thereof. Ta the event such assignaent Is so requested, the party or parties 

to vhon such assignment ls made, upon the delivery thereof, shall pay to tbe 

assigning party the salvage value of its interest la all the aalvahle rasing 

and other physical equipment ln or aa the unit, said value to he determined ln 

accordance vith the provisions of the Accounting procedure, attached hereto as 

Exhibit "A"» After the delivery of any such assignment, the party maViag the 

assignment shall he released from aad discharged of all the duties aad obliga­

tions thereafter accruing or arising hereunder, in connection vith the operation 

and development of the unit, vith respect to the assigned lease or leases. 

XV. 

LAWS Aid SEG'JLATIOnS 

This agreement shall be subject to all valid and applicable State and 

Federal lavs, roles, regulations and orders, aad the operations conducted here­

under shall be performed la accordance vith said lore, rules, regulations sad 

orders. In tha event this agreement or any provision hereof ls, or the opera­

tions contemplated hereby are found to be, Inconsistent vith or contrary to any 

such lav, rule, regulation or order, the latter shall be deemed to control sad 

this agreement ahall be regarded aa modified accordingly, and aa ao modified, 

shall continue la full force and effect. 

XVI. 

FOSCB MAJEOKE 

Section 1. Ia the event that any party hereto is rendered unable, wholly 

or la pert, by force majeure to carry out Its obligations under this agreement, 

other than the obligation to make payments cf amounts due hereunder, upon such 

-10-



party's giving notloe and. raaaonably full particulars cf «uch force majeure ta 

vrlting or by telegraph to the other partial hereto within a reseoaable time 

after th* oacttrreace of the caw relied upon, the obligations of the party 

giving said notiee, eo far as they are eff acted hy such force majeure, ahall he 

suspended flying the eeatlsuanec cf any inability so caused, but for ao Laager 

pertodf tad the cause of the force majeure as far as possible shall be remedied 

with all reasonable dispatch. 

Seetloa 2. The term "force majeure* as employed herein ahall mean an act 

of God, strike, lockout or other industrial disturbance, act of the public enemy, 

var, blockade, riot, lightning, fire, itors, flood, explosion., gcvernacatal re­

straint aad any other cause, whether of the kind herein enumerated or otherwise, 

not reasonably within the control of the party rl aiming suspension. 

Seetion 3. The settlement of strikes, lockouts and other labor difficulty 

fV«n be entirely within the discretion of the party harlag the diff levity. The 

above requirement that any force majeure ahall be remedied with ell reaaoaable 

" dispatch shsll act require the settlement ef strikes, lockouts or other labor 

difficulty hy acceding to tha demands of opponents therein when such course Is 

laadrlsshls la the discretion cf the party baring the difficulty. 

Except as herein otherwise expressly provided, all notices, reports aad 

ether communications required or permitted hereunder ahall be deemed to hare 

been properly glvea or delivered when delivered personally or when seat by 

X7XX, 

roncEs 

registered mail or telegraph, vith all postage or charges fully prepaid, sad 

addressed to the parties hereto, respectively, as follows t 

To Boa-operatori 

•11-



To operetort Boethera luion Gee Company 
l K * hurt Building 
Bellas 1, Texas 

The date of service hr mail shall "be the date oa vhleh rtch vritten aotlee or 

other eoeaomlcetlon le dapoeited la the United State* poet office, addressed ee 

above prorided. Xaeh party hereto iheil here the right to change Its address 

for a i l purposes cf this Article XYH hy notifying the ether parties hereto 

thereof l a writing. 

XT2XX. 

ROYALTf, OVgRRIDrJO RQTALTIgS, FRODOCTIOH PATJC&TS, ETC, 

Seetloa 1. The prorlsloas of this sgrsesamt are based oa the aasueptioa 

that the respective leases or operating rights owed hy the parties hereto sad 

made subject hereto provide for a royalty ef l/8th ef the value of gaa aad 

associated liquid hydrocarbons produced, saved aad sold. Ia the event any lease 

or leases subject hereto provide for a royalty oa such products la excess of the 

current markst value at the veil ef 1/Sth of that produced, saved and sold, there 

shall be charged against the latsrevt af the party evaiag such lease, leases cr 

operating rights, the amount of such royalties la excess of tbe said l/Sth. the 

amount ef cost aad expense allocable to the leasehold latererts hereunder ahall 

act be affected by any such charge or by the existence of say such excess royalty. 

Sectioa S. All overriding royalties, production payments, carried vorkiag 

latercsts aad eat profit obligations to vhich say party's laterest ta tbe unit 

ls subject shsll be borne aad paid by such party ia accordance vith the prorlsloas 

cf the assignment er other instrument creating er pertaining to such obligstleeX*1). 

XTX. 

Xtf!>X CT ASjUUSKBsT 

The terms, eoveaaata aad conditions of this agreement shall he blading upon 

aad ahall inure to the benefit of the parties hereto aad their respective success­

ors sad assigns; aad said terms, eevrasats sad conditions shall be covenants 

ruaaiag vith the land aad leasehold estates covered hereby aad vith each trans­

fer or assignment ef said land or leasehold estates. 
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XX. 

OFERATOH'o LIEN 

Operator shall have en expreta een'txaet Han, which la herehy granted, upen 

the Interest of each Non-operator ln said unit, I s the o i l , gas or other minerals 

produced from such unit and In the materials and eaulpment looated thereon, to 

secure the payment hy each Non-operator of Its proportionate part of the costs 

and expenses Incurred or paid hy Operator hereunder, and Interest, I f any, accrued 

on such part* Sunh lien may he enforced and foreclosed as any other contract 

l ies . Moreover, Operator may to the ful l extent of any indebtedness owed by I t 

to any auch Bon-operator, offset such debt against sums owing to Operator here­

under by such Non-operator. 

IK VLTUESS WHEREOF, the parties hereto have executed thla agreement ao of 

the day and year f irst shove vritten. 

SODTSEB? TOUCH OAS ccKPAnr 

NON-OPERATOR 
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STATE OT . 7 , ^ ^ ) ^ 

coosrror, / U / ^ y ^ , ) 
On this / « / day of 19 ^ 3 , before me 

appeared Q , ^ f r ^ *° ™ P e r s O T i a l l y k n o v n ' v h f l ' 

being by me duly evorn did say tbat he i i the Z / ^ J L President of 

the foregoing lastnaieat 1« the corporate seal of said corporation and that 

said instrument vas signed and lealed in behalf of said corporation by 

authority of its Board of Directors, sad said Q • £ • / Z ^ J S 

sckaowledged said instrument to be the free aet̂ aad deed of said corporatioa. 

XX VXTBZ5S VEESEGF, X hare set my head'sad'seal of office oa this 

^ ,4 tL day of fy">'S »-S-2." 

| f ^ ^ . i o a x x p l r e s : ^ ^ f e d i ^ C j f i S ™ 

%:^%tye&L./ s*S?Z A * / / A ^ County, . v ^ V g 
«— (wtqniKeejHiHx 

wuaiiaus 

/PM. , STATE 0? 
. . ; BS 

COUBTf Of 

\*p day of I S L T ^ , before mc appeared 

x r j ^ ^ ^ l ! r . <s . to me^ersoaallr known, who, beta* hy mc duly 

sworn, did say that he ls t h e r r e i l d a n t of t^h^L^j^r 

/ Q t J / / ^ * t ^ L ^ * < ^ « d that the seal affixed to the f oregolag tastrm-^ 

meat Is the'̂ eorporate^seal of said corporation aad that said Instrument vas 

algaed sad sealed la behalf of said corporatioa by authority of its Board of 

Dlreotore, aad w k i A / y ^ r ^ ^ / ^ r * ^ / acfcaovledged aald la-

struaent to he tbe free act aad deed of said corporatioa. 

75 YXfXBss VBEKEOF, X hare set my band aad aeal'of office on t h i a j ^ / ^ ^ -

'4 ^CBm^g]gExplreet 
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EXHIBIT -A ~ 

Attached to tad made a pert of Operetlnc Agreement hetveen Supron 
Bn«^ry fVn-poratlon and Korthveat Pipeline Corporation d*t«d 
Atari! 10. 10SV covering th* g/2 ef Section 23. T-31-H. R-9-W. 
' - • i P . H i • iH"" fi™mtT. y«v Mgrleo 

ACCOUNTING PROCEDURE 
JOINT OPERATIONS 

L GEXtXAL PROVISIONS 
L DofhrfriaBt 

"Mat Property" thai] mean tb* real u d personal property subject to th* tar cement M erbieh thii Accouaun* 
Praeesur* is attached. 
"Joint Operations" shall mean all operations accessary er proper lor the development, operation, protection and 
seebittaaac* ef tbe Joist Property. 
"Mat Account" shall mean th* account shewing tha cberfet paid aad credit*, received in the conduct of the Joint 
Operations aad which are te be shared by the Parties. 
"Operator" shall scan tbe party cteatfnitcd to conduct the Joint Operaaons. 
"Noa-Operators" ahaU a*aa the parties ts this agreement other than tbe Operator. 
"Part**" shall mean Operator and Non-Operators. 
T i m level Super-risen" shell Bean those employees whose primary function is Joint Operations is the direct 
supervision o( ether employees and/or contract labor directly employed ea th* Joint Property ia • field operat-
in*-capacity. 
Technical Implore**" shall mean those employees bavins; special and specific engineering, geological er ether 
prWe**Jenal skills, end whose primary function in Joint Operations is the handling el specific operating cendi. 
tioas end problems for tbe benefit ef the Joint Property. 

' "Personal Expense*" shall mean travel and ether reasonable reimbursable expenses ef Operator's employees. 
"Material"" shall mean personal property, equipment or supplies acquired er held for toe ea the Joint Property. 
"Controllable Material" shall mean Material which at the Um* Is so classified In the Material CUittfieiUoo Manual 
ai men recently Mrtmracaded by the Council et Petroleum Accountants Societies ef North America. 

Z. Statement aad BlUutgs 
Operator shall but Non-Operators en or before the last day of each month tor their proportionate share of ihe 
Joint Account for th* preceding month. Such Win will be accompanied fay statements which Identify the author­
ity fee expenditure, leas* er (acuity, and all chartes and credits, summarised by appropriate eutreificatioai ef ta-
<asuu«nt and expense except that items ef Controllable Material and unusual duties end credits ahaU fa* sep­
arately Identified and fully escribed in detail. 

J . Aaveetea *auf rarmeat* by We*-0»er*Urs 
Valet* otherwise provided te ia the agreement, the Operator may require th* Non-Operators te advance their 
shar*: of estimated cash outlay far the succeeding month's operation. Operator shall adjust each monthly btlHag 
ta reflect advances received from tb* Non-Operators. 
lech Non-Operator shall pay ha proportion ef all ttlu within fifteen (IS) days after receipt If payment is set 
mad* within such time, tht unpaid balance shall bear interest monthly at the rat* of twelve percent (lz%) per 
annum er the maximum contract nt* permitted by th* applicable usury laws in the S U M Is which th* Joint 
Pivpeity is locatad, Whichever is th* letser, plus attorney's fees, court coats, *ad other cosu to connection with 
the collection of unpaid amounts. 

4. Adjustments 
Payment of ear such billi shall aet prejudlc* th* right ef any Non-Operator te protest or question the cerrect-
ness thereaf: provided, however, all bills and statements rendered to Non-Operators by Operator during any 
calendar year ahaU conclusively be presumed ta be true and correct after twenty-four (24) months following 
th* end ef any such calendar year, unlets within the said twenty-lour (t i) month period a Non-Operator takes 
written exception thereto and makes claim on Operator for *djustment. No adjustment favorabl* te Operator shall 
b* made unless It It mad* within the same prescribed period. The provisions of this paraenph ahaU net prevent 
adjustments resulting from s physical inventory of ControUaMt Material as provided for in Section V. 

C Audits 
A. Non-Operator, upen notice la writing to Operator and i l l other Nan-Operatora, shell have th* right te audit Opt-
r*tor*t accounts and records relating te the Joint Account for eny calendar year within th* twenty, four (14) month 
period followinf the end of such calendar y«ar; provided, however, th* making ef an audit shall ml extend the 
tunc for the ukdnf ef written exception to and the adjustments of icceumt as provided for in Paragraph 4 of this 
Sectioa L Where there arc two or more Non-Operaters, the Non-Operators shall make every reasonable effort to 

' conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Open-
tor. Operator shall bear ne portion of th* Non-Operators' audit cost incurred under this paragraph unlets a treed 
to by the Operator. 

t. Approval by Non-Operittrs 
Where an approval er other atrcement of th* Parties er Non-Operators U expressly required under other sec. 
tions ef this Accounting Procedure and if the afreement to which this Accouniinf Procedure it attached contains 
no contrary provisions in regard thereto. Operator shall notify all Non-Operators of the Operator's proposal, and 
the agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Opera­
tors. 

— 1 — 
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O. DtXXCT CBAJCCXS 
Operator ahall charge tb* Joint Account with the 1 allowing items:. 

L Kesteki um Beyritit* 
Leaae rental* and revalues paid by Operator for the Joint Operettdus. 

X. Laiwr 
A. ( I ) Salaries end wares ef Operators (laid employee* directly employed on the Joint Property in th* conduct 

ec J*tet Operation*, 
(t) Salarie* ef n m Lrrel Superrkors ia the field. 
(I) Salaries sad waft* of Technical Employees directly employed ea th* Joint Property if such charges ait 

educed from th* Overhead rata*. 
B. Operator's cert ef holiday, vacation, atekneit and disability benefits and other customary aliovanees aald ts 

esnployoo* who** salaries snd wages er* chargeable tt th* Joint Account under Paragraph IA of this Section 
XL Such costs under this Paragraph SB may be eharged en a "when and a* paid basil" er by ~p*re*nt*gt as-
Kisment" en the amount ef salaries aad wtfti Chargublt to the Joint Account under Paragraph XA ot this 
Bet tion n. If percentage assessment is uted. the rat* shall be based ee the Operator's cost experience. 

C Expenditure* or contributions mad* pursuant to assessments imposed by governmental authority which ar* 
applicable te Operators costs chargeable ta the Joint Account under Paragraphs 2A and IB af this Sec. 
tteaXL 

JJ. Personal Expenses ef the** employees who** salaries and wage* are chargeable to the Joint Account under 
Paragraph XA of this Section IL 

3. Employ** Beseflts 
Operators current costs of established plans for employees' group life insurance, hospitalization, pension, rc. 
tirement, stock purchase, thrift, bonus, tnd ether benefit plans ef a like nature, applicable to Operator's labor 
coat chargeable te th* Joint Account under Paragraphs 2A and 38 of thia Section H shall be Oper*tor's actual 
oast not te ejected twenty per sent 110%). 

4. Materiel 
Material purchased er furnished by Operator tor use en the Joint Pmptny as provided under Section 17. Only 
each Material ahall be purchased for er transferred te th* Joint Property es may be required for immediate use 
and ia reasonably practical and continent with efficient end economical operations. The accumulation ef sur­
plus stack* thall bt avoided. 

*S. Trans** rtatien 
Transportation ef employees and Material necessary for th* Joint Operations but subject to the fallowing limita­
tion*: 
A, If Material at moved te th* Joint Property from tb* Operator's warehouse or ether .properties, no charge thall 

be mad* te tb* Joint Account for e distance greater than the distance from the nearest reliable supply store. 
tocrjiTtlwt barge terminal, er railway receiving point where like material is normally available, unless agreed 
te by the Parti**. 

B. If surplus Material ls moved te Operator's warehouse er other storage point, no charge shall be made ta th* 
Joint Account (ar a distance greater than tb* distance to tb* aeerest reliable supply store, recognised barge 
terminal, er railway rsceiviac point unless agreed te by th* Parties. Ko charge thall be made to th* Joint A O 
count far moving Material te ether properties belonging te Operator, unlet* agreed te by th* Parties. 

C la the application ef Subparagraphs A and B above, there thall be no equalization et actual grots trucking east 
. ef (200 er less excluding accessor!*! charges. 

C. Services 
The east ef contract services, equipment and utilities provided by outside sources, except services excluded by 
Paragraph I ef Section II end Paragraph L, ii of Section UL The cost of professional consultant service* aad con-
tract services ef technical personnel directly engaged en th* Joint Property if such charges arc excluded from th* 
Overhead rate*. The east ef professional consultant services er contract services ef technical personnel not di­
rectly engaged *n th* Joint Property thall not be charted te the Joint Account unless previously agreed te by 
th* Parties. 

7. Equipment and Facilities Furnlskad ky Operator 
A. Operator shall charge the Joint Account for us* of Operator owned equipment and facilities at rates eam-

netuurtt* with cent et ownership and operation. Such rales thall Include casta of maintenance, repairs, ether 
eperatinc expense. Insurance, taxes, depreeUtion, and interest ea Investment not to exceed eight per cent (1ft} 
per annum. Such rates shall not exceed average commercial rat** currently prevailing fat the immediate a m 
ef tbe Joint Property. 

JJ_ i ta ef charges ia Paragraph TA above, Operator may elect to us* average commercial rales prevailing in 
the immedUt* art* «f tb* Joint Property leu MO. Per automotive equipment. Operator may elect to ute rate* 
published by the Petroleum Motor Transport Association. 

5. Damage* and Lessee te Joint Property 
All costs or expense* necessary for th* repair or replacement ef Joint Property made necessary because ef dam-
ace* or less** incurred by fire, flood, storm, theft, accident, er other cause, except those resulting from Operator's 
grots negligence or willful misconduct. Operator shall furnish Non-Opera lor written notice of damages or losses 
incurred at toon as practicable after a report thereof has been received by Operator. 

S. Legsl Expeate 
Expense of handling, investigating and settling litigation or claims, discharging of liens, payment oi judgments 
and amounts paid for settlement o{ claims incurred in ar resulting from operations under th* agreement er 
necessary to protect or recover the Joint Property, except thtl no charge for services of Operator's legal staff 
er tees or expense of outside attorneys shall be made unless previously agreed to fay the Parties. All other legal 
expense is considered to be covered by the overhead provisions of Section III unless otherwise, agreed to by the 
Parties, except ss provided ln Section I, Paragraph 3. 
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Alt text* oi every kind and nature assessed or levied upon er in connection with (he Joint Property, th* ape ra­
tion thereof, or tb* production therefrom, and which taxes have been paid br the Operator for the benefit of the 
Parte*. 

IX. 
Wet premium* paid for tniuranec required to be carried tor the Joint Operation* for th* protection of tb* Par­
ti**. Ia the event Joint Operations ar* conducted m a ***** In which Operator mar act aa fdMnsum for Werfc. 
men't Compensation end/or Osployeni Liability under the respective rute'i laws. Operator may, at ita elsction, 
include the risk under he self-Insurance program and in that event. Operator (hall include • chare* at Operator1! 
eott not to exceed manual rate*. 

IX. Other Expeadltere* 
Any ether expenditure not covered or dealt with is the foregoing provision* of thii Section n, or ia Sectioa m, 
and which it incurred by the Operator in the necessary and proper conduct et the Joint Operation*. 

Ht OVBSHEAD 

Overhead . Drflueg tad Pi*eaeuur Ooeretieni 
L A* corn pr net Hon for administrative, supervision, office services and srarehoucini casta, Operator thai] chart* 

drifting and producing operations on either: 
( X ) fixed Rate Basis, Paragraph IA, or 
( ) Percentage Basis, Paragraph IB. 

TJnlex* *th*rsru>e agreed to by the Parties, auch charge ahaU be in lieu of costs aad expenses of aU office* 
end salaries er wage* plus applicable burdens and expenses of all personnel except thoa* directly chargeable 
under Paragraph IA, Section IX Th* cast and expense of services from outride sources in connection with 
matters of taxation, traffic, accounting or matters before or involving government*! agencies shall be cocxidertd 
tt included la the Overhead rates provided for in th* above selected Paragraph ef this 5*etlon SI unless auch 
•oat end expense ar* agreed to by the Parties as a direct charge to th* Joint Account. 

IL Tb* salaries, wages and Personal Expenses of Technical Employees and/or th* oost of professional cewultaat 
services end contract tervioes ef technical personnel directly employed on the Joint Property (hall ( } dull 
not ( J be covered by the Overhead rates. 

A. Overhead • fixed Rat* Bul l 
(1) Operator shall charge th* Joint Aeccuntat tht following rates per well per month: 

Drilling WeU Bate S 
Fxeeuciaf Well Rat* I . 

850.00 

(2) Applicatioa af Overhead - rixed Kate Basil shall be as follows: 

(a) DrOHag Well Rat* 
Cl] Charges foe onshore drilling wells shall begin on tbe date th* w*H is spudded and terminate en 

tbe est* th* drilling er completion rig is released, whichever is later, except that no charge shall 
he made during suspension et drilling operations jar fifteen CIS) er marc conseeutiv* days. 

(SI Chert** for offshore drilling well* shall begin oa the dat* when drilling or camplerlnn eojuipraect 
. arrivex on location and terminate ee tb* date th* drilling or eompUtien *quipmciit moves off loc*. 

tfoa ov tig far released, whichever occurs first, except that no charge shall be made during tutpen-
sien ef drilling operation] for fifteen (IS) or more consecutive days 

fSJ Charge* for wells undergoing arty type ef workover er rtccrapietion for a period of five (S) cea-
secutive days er more thall be mad* tt the drilling wen rate. Such chargss shall be applied for 
the period from eat* workover operation*, with rig, commence through eat* et tig release, except 
that ao charge shall be made during suspension of operations far fifteen (U) er mot* coosecutiv* 
•ear*. 

(b) Producing Weil Rates 
[1] An active well either produced or injected into tor any portion of the month shall be considered 

et e one-weU charge tor the «niirt month. 
fJJ Each active completion in a multi-completed well in which production ia not commingled down 

belt ahall be considered as a one-we 11 charge providing each completion is considered a separate 
wall by tb* governing regulatory authority. 

[J] Ah inactive gas well shut la because ot overproduction or failure of purchaser to take tht produc­
tion shall be considered as a one-well charge providing th* ga* wdl U directly connected to a per. 
manent tale* outlet. 

£4] A one-well charge may be made tor the month in which plugging and abandonment operations 
are completed en any w«fl. 

£S) All other Inactive wells (including but not limited to inactive wells covered by unit allowable. 
lease allowable, transferred allowable, etc} shall not quality for an overhead charge. 

(3) The weU rate* thall be adjusted as of the first day of April each year following the effective date of the 
agreement ta which this Accounting Procedure is attached. Th* adjustment shall be computed by multi­
plying the rate currently in ute by the percentage increase or decrease in the average weekly earnings of 
Crude Petroleum and Cas Production Workers for the Itsi calendar year compared to the calendar year 
preceding a* shown by the Index of average weekly earnings of Crude Petroleum and Cas Fields Produc­
tion Workers as published by the United Slates Department of Labor, Bureau of Labor Statistics, or the 
equivalent Canadian index u published by Statistics Canada, as applicable. The adjusted tmut shall be 
the rates currently In use, plui or minus the computed adjustment. 

—2 — 
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B. OiLitiKui - Percentage Beads 
(1) Operator thall char re the Joint Account at the following rate*: 

(a) Dev*]opm*ot 
Percent ( «J) ef th* coat ef Development of tha Joint Frupcujr exclusive ef cotta 

provided under Paragraph l of Section Q and ell salve fe credits. 
(b) Operating 

Percent ( % ) of the cost of Operating the Joint Property exclusive of costs provided 
umo^Ferecrenhs l end a ef Section n. all salvage credit*, the value of Injected substances purchased 
for secondary i auras/ and all taste* and assessments which are levied, assessed and paid upon the min­
eral interest fa and to th* Joint Property. 

(3) Application of Overhead . Percentage Basil shall be as follows: 
Tor the purpose of determining charges on * percentage basis easier Paragraph IB of thia Section TH, de­
velopment shall Include all costs tu connection with drullttd, redrilllns, Deepening er say remedial opera-
tloas en any er aU wells Involving the ute of drilling crew and equipment; also, preliminary expenditures 
rMratsaary In nttpatttion for drilling and expenditures incurred ln abandoning when the wen is not com­
pleted as • producer, and original cost of construction er installation of fixed assets, th* expansion of fixed 
assets and any ether project clearly discernible as a fixed asset, except Major Construction as dttj>*d in 
]>aragreph 2 of this Section XXI. All other costs shall be recsidered as Operating, 

X, O v * t s u ^ . l « * t Cmtmtiee 
TO osmpensat* Operator for overhead costs incurred in th* construction and installation of fixed asset*, the ex-
pension ef fixed assets, and any othtr project clearly discernible as a axed asset required far th* development and 
operation of the Joint Property, Operator thall either negotiate a rate prior to the beginning of construction, or shall 
ehsrge the Joint Account for Overhead based on th* following rates for eny. Major Construction protect ia excess 
e f f : 
A. 5 *. ef total cotta If such costs ar* mors thta I 25.000 but leat than t 100.000 _ . p j M 

B. 2 * ef total costs la excess ef * 100-000 but let* than H,&00,oOa; plus 
C 1 * of total tests in excess of 11.000,000. 
Total sort ahall tneaa the groea cost ef any on* project. Tor the purpose of this paragraph, the component parts 
of a tingle project shall not be treated separately and the cost ef drilling and workover wellt thall be TTFIM'IH 

s. ef Bat** 
The Overrated rates provided for » this Section IH may be amended from time to time only by mutual agreement 
between the Parties hereto if, in practice, the rate* at* found to be insufficient or excessive. 

IV. rXIONG OF JOINT A C C O U K T MATES IAL PURCHASES, IBANSFEBS AMD DISTOSITIOKS 

Operator ls responsibl* for Joint Account Material and shall max* proper and timely charge* aad credits for aU ma* 
teriti movements effecting th* Joint Property. Operator shall provide all Material tor use on th* Joint Property; how­
ever, St Operator*! option, such Material may b* supplied by the Non-Operator. Operator shall max* timely disposition 
ef idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator. division ia 
Und, or tti* to outsider*. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera, 
ten fat turpta* condition A er B Material The disposal of surplus Controllable Material not purchased by th* Opera-
tar ahaU be agreed to by th* Parties. 

X. Perch**** 
Material purchased thall be charged at the prie* paid by Operator after deduction of all discount* received. In cate 
ef Material found to be defective or returned to vendor for any other reason, credit shall be patted to the Joint 
Account when adjustment has been received by th* Operator. 

2. Transfers sad Disposition* 
Material furnished to th* Joint Property and Material transferred from th* Joint Property er disposed of by tht 
Operator, unlets otherwise agreed to by th* Parties, ahall be priced on the fallowing bases exclusive ef cash di*. 
counts. 
A. New Material (Condition A) 

(1) Tubular goods, except line pipe, shall be priced at the current new prie* in effect ea date of movement oa « 
maximum carload er barge load weight basis, regardless of quantity transferred, eeueltzed to th* lowest 
published price tab. railway receiving point or recognised barge terminal nearest th* Joint Property 
where rath Material it normally available. 

(X) Lio* Pipe 
(a) Movement of lets than 30,000 pounds shall be priced at the current new price, in effect at dat* of 

movetnent, as listed fay a reliable supply store nearest tb* Joint Property where such Material It nor. 
tsally available. 

(b) Movement ef 30.000 pounds or more shsll be priced under provisions of tubular goods pricing ln Para, 
graph 2A (1) of this Section IV. 

(X) Other Material shell be priced at the current new price, in effect at date of movement, as listed by a reliable 
supply store or f.o.b, railway receiving point nearest the Joint Property where such Materitl li normally 
available. 

B. Good Used Material (Condition B) 
Material In sound and serviceable condition snd suitable for reuse without reconditioning: 
(XJ Material moved to the Joint Property 

(a) At seventy-five percent (7591) cf current new price, »i determined by Paragraph 2A of thia Section IV. 
(I) Material moved from the Joint Property 

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A ol this Section IV, 
If Material wai originally charged to the Joint Account es new Material, or 
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Cb) Jt sixty-five percent («J%) of current new price, as determined by Paragraph 2A of this Section 
IV, it Material i u originally duu-fed to the Joint Account as rood used Material et eevtntT-flvTnm-
cent (71%) ed current new price. 

Tbe cot* of reconditioning, it my, tfaili be •beorbed by the transferring utuuctty. 
C Other Vied KiUrUl (Condition CtndO) 

(1) Condition C 
ItUtarial which li not tn eeund end serviceable condition end not suitable for lu ori final function until 
after reconditioning ahall be priced at fifty percent (EOS) of current new price as determined by Para-
Crapo IA ef this section IV. The cort ef recorwiitloninc ihall be charred to the rccctvto* property nro-
Tided Condition C value plus cod of reeradiuoninc does not exceed Condition B raise. 

(I) Omditlon O 
~ All other Material including junk, shall be prised at a value comtneesurat* with its use or at prevailing 

prices. Material ao longer suitable for its original purpose but usable for same other purpose, ahall be 
priced ee a basis com parable with that of items normally uaed tor such ether purpose. Operator way dis­
pose of Condition D Katerial under procedures r̂ ormally utilized by the Operator without prior approval 
ef Moa-Operetere. 

D. Obsolete Katerial 
Material which Is serviceable and usable tor its original function but condition and/or value ef such Material 
It aet eô avalent to that which would justify a price as provided above mty be specially priced as agreed to by 
the Parties. Such price should result in th* Joint Account beinc charged with th* value of the •ervic* ren­
dered by tach MateriaL 

XL Pricing Conditions 
(1) Loading tad unloading coats may be charged to th* Joint Account at th* rate of fifteen cents (llg) per 

hundred weight en all tubular goods movements, fat ficu of loading and "-i^ing costs sustained, when 
actual hauling coat ot auch tubular goods ere equalised under provisions ef paragraph I ef Sectioa IX 

(X) Material involving erection coats thall be charged at applicable percentage ot th* current knocked-down 
price ef new Material 

X Praaalee* Prices 
Whenever Material tt not readily obtainable at published or listed prices because of national emergencies, strikes 
or other unusual causes over which the Operator hu no control, the Operator may charge tht Joint Account tor the 
reouired Material at th* Operator's actual cost incurred in providing such Material, in making it suitable for tit*, 
end la moving it to the Joint Property; provided notice In writing it furnished to Non-Operators of the proposed 
charge prior to trilling Non-Operators for tuch Material. Each Non-Operator shall have the right, by so electing and 
notifying Operator within tea days after receiving notice from Operator, to furaith tu kind til or part ef hit thart 
ef such Material suitable far us* and acceptable to Operator. 

4. Warranty ef Material Isreusbed by Operator 
Operator does not warrant the Material furnished. In cate of defective Material, credit thall aet be pissed to the 
Joint Account until adjustment has been received by Operator from the manufacturers or their agents. 

V. BmaiTOaUES 
The Operator shaU maintain detailed records ef Ceatnllablc Material 

X. Periodic Uvtoterfet, Node* end Eepres*«t*ti*« 
At reasonable intervals. Inventories shall be taken by Operator of the Joint Account Controllable Material. 
Written notice of lnUntioa to tak* Inventory shall be given by Operator at least thirty (30) days before any inven­
tory It to begin sa that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators 
to be represented at tm inventory (hall bled Non-Operators to accept th* inventory taken by Operator. 

X. *tc«eflcui*ti«* end Adjaotmest af inventories 
Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages 
ahall be furnished to the Non-Operators within tlx months following tht taking ot th* inventory. Inventory ad­
justments ahall be made by Operator with the Joint Account for oversges and shortages, but Operator ahall be 
held accounts bl* only for shortages due lo lack of reasonable diligence. 

X. Special lavcateri** 
Special Inventorie* may be taken whenever there it any sale or change ef interest in th* Joint Property- It shall 
be the duty of the petty telling io notify all other Parties at quickly tt passible after ute transfer ot interest uket 
place. In such cases, both the teller tnd the purchaser shall be governed by such inventory. 

4. Expense ef Conducting Periodic Invetuorics 
Th* expense of conducting periodic Inventories thall not be charged to the Joint Account unless agreed to by the 
Parties. 
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AMENDMENT OF OPERATING AGREEHENT 

This Amendment Is made end entered iato ss of Oecenber 1, 19S7 by and 
between Unlcon Producing Company, Operator and Atlantic Richfield Company and 
Northwest Pipeline Corporation, Non-Operators. 

WHEREAS, that certain Operating Agreement originally between Southern 
Union Gas Company and Skelly Oil Company dated April 10, 1953, covering the 
E/2 of Section Z3-31N-9W, NMPM, San Juan County, New Mexico, contains no Gas 
Balancing Agrensent. 

WHEREAS, 1t Is the desire of the present parties to said Operating 
Agreenent to amend the Operating Agreement so as to provide for a Gas Balanc­
ing Agreement. 

NOW, THEREFORE, In consideration of One Dollar and other good and valu­
able consideration each paid to the other, the receipt and sufficiency of 
which 1s hereby acknowledged by all the parties, Operator and Non-Operators 
hereby amend said Operating Agreenent dated April 10, 19S3, as follows: -

The Gas Balancing Agreement attached to this Amendment shall 
be attached to and made a part af that certain Operating 
Agreement between Southern Union Gas Company and Skelly 011 
Company, dated April 10, 19S3, as Exhibit "E". 

The parties hereto have executed this Amendment as of the date first above 
written. 

This Amendment may be executed 1n any number of counterparts, each of which 
should be considered an original for all purposes. 

OPERATOR 
UNICON PRODUCING COMPANY 

Of rector - U. S. Land Operations 
Union Texas Exploration Corporation, 
Managing Partner 

NON-OPERATORS 

0067.doc 
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tJCHIBIT "E" 

CAS BALANCING ACREEKEKT 

Attached to ond made • port of Choc certain Operating Agreenent 
dotod APRIL 10. 19S3 . between 

saomm craw GAS CCKPSNY, OPERATOR, AND 
SK3XY OIL COMPANY, AS NCrW2H3WIOR 

(Covering the E/2 of Section 23-31N-9H, Saa Juan County, New Mexioo) 

Tbe perclet to the Operating Agreeaent to which thla Ga* Balancing 
Agreeeent 1* attached, own the working or operating lacereet* ia the ga* right* 
underlying ch* Contract Area covered by (uch Agreeaent end are entitled te 
•hare in the percentage* ax *tat*d ln the Operating Agreement. 

Za accordance with th* earn* ef tbe Operating Agreement, each party ehell 
take ita (hare ef gaa produced froa the Centreec Area and market ox oehervi*e 
diapoa* ef aaa*. In the event e party hereto doee not take fa kind er market 
its ehere of ga* or be* contr*et«d to eell it* ahare of ga* produced from the 
Coatreec Area ce a purchaser which, cc any time while thla Agreement le l a 
effect, fai l* to cake tb* ahare ef ga* attributable to the intereec of auch 
party, the cere* ef ehif Cs* Balancing Agreasent thall eutoaacleally beeoae 
affective. 

The Operator hat the duty to control gaa production and the 
responsibility of *d«ini«c«ricg the previelon* ef chic Caa taleneiog 
Agreement. The Operator thall cause dellverltt to be made to the g«t 
purchater* at auch rata* aa ear be required to giro effect Co the intent that 
the gta production aeeeaate ef a l l parties are to be brought Into ha La ace 
pursuant te the prevlaloat hereof. 

1. 

During any period er period* vh*n any party hereto does sot take, hat ao 
market far, er the aarkct of a party ia net sufficient to take that party'a 
fu l l there ef the gas produced froa any well located oa the Contract Area, or 
each party'I purchater it unable to cake Ita there of gat produced froa any 
•uch well located en the Contract Araa, (tueh e party being herein referred to 
aa aa "underproduced perty"} the other party or parties ehell he entitled, but 
not' required • to produce froa tald well ea the Contract Araa (and cake ot 
deliver te a purchater), each south, a l l or a part of chat portico, af the 
allowable get production eatlgned to tueh wtll by the regulatory body having 
jurledictioa; provided, however, that, with reapeet te gaa produced froa a 
well claaelflad aa a get well by the applicable regulatory body ("get well 
gat"), ao party may, without the «*rpre*i written approval of the underproduced 
party, take or market gaa well get la quantities in exceae of 1S0X of tueh 
party'a ahare of the ga* allowable assigned by tbe regulatory body having 
jurladictiou to auch well or 150{ of tech party'a there ef th* then current 
deliverability of the well including ettecieted production equlpaent flowing 
et the then current pipelin* pressure, whichever it che letter quantity of gas 
well gaa. Thoie parties which tre capeble ef taking and/or marketing 
quantities ef get ellocable to aa underproduced party, la the abteace of any 
ether agreement between thee, thall etch take a ahare of the get attributed to 
the underproduced party or ptrtlet In the direct proportion that their 
respective leterettt bear co the total interest of a l l parties ttklag gat who 
•re elto coatldered overproduced. All pertlc* hereto thall there le aad own 
the liquid hydrocarbon* recovered fro* tueh gu by prleary aaparatloo 
equipment in accordance vith their retpective incere*ce and subject to the 
term* of the «bo*e-daaerlbed Operating Agreeaent, whether er not tueh partlet 
are actually taking and/or sarketlng gaa at tueh time. 

11/14/JS 11:8} m i S e t m i t 
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2. 

Each party unable ta market Iti chare of the ga* produced oc unable to 
take I t * full chare of th* gas produced ahall be considered underproduced and 
ahaU be credited with gas ln scorage equal co lte share of che tae produced 
under thta Agreeeent, le** that portion of the ga* actually marketed or taken 
by auch party« gaa need In operations, vented, or lost. Each party taking gaa 
ahall furnish or cause to be furnished to th* Operator a monthly written 
etataeent of ga* volumes taken snd the identity of i t * ga* purchaser, if any. 
Operetor ahall not he required to adjust its ga* accounting atstement* 
reflecting a different ga* purchaser until the first day of the month 
following the month in which such notice wa* provided to the Operator. The 
Operator will aalataln appropriate accounting on « monthly end cumulative 
bad* of the quantities of gas each party ia entitled to receive and the 
quantltlea of ga* taken and/or marketed hy each of the parties to their 
respective ga* purchaser*. For th* sole purpo** of implementing the term* of 
thia Agreement and adjusting ga* imbalancce which may occur, each party 
dl spoil tig of gas from the Contract Area la any month, to th* extent required, 
ahall furnish or caa** to be furnished to the Operator by the lest day of each 
calendar month succeeding the producing calendar month a statement shoving tb* 
total volume of gee marketed by auch party or taken ln kind for ita own 
account during Che producing calendar month and the identity of its gu 
purchaser, if any. Within ninety (JO) day* after the end of each producing 
calendar month, the Operator (hall furnish each party a etataaeat (bowing the 
fltar.ua of tha overproduced and underproduced account* of a l l parties. To 
determine reapective volumes of gu taken by separate gu pipelines connected 
to the well, measurement of gu for over and under production ahall be 
accompllahed by uae of sale* metere, and lease measurement (hall be in 
accordance with ACA r*qulr«aent*. Vith respect to gu purchued froa or 
trenaported for more than one party by or through one pipeline connected co 
the well, each party selling to or transporting through auch one pipeline 
shall furnish or cause ice gu purehuer or transporter to furnleh to Operator 
monthly volume statements showing che apllt of ownership through i t * salei or 
pipeline Inlet meter during the preceding calendar month. H I gu volume* 
under thia paragraph will b* Identified by th* appropriate category under the 
HCPA or any other lav or regulation in effect including deregulated gu, a* 
appropriate. Each party eo thia Agreeaent agreee chat I t will not utiliaa any 
information obtained hereunder for any purpose ether than istplenenting the 
teres of thla Cu Balancing Agreement. 

3. 

Any aaierproduced party ahall endeavor to bring ita taking of gu - into 
balance. After writtan notice to tbe Operator, any party may ac any time 
begin taking or delivering to it* purehuer ita fu l l ahare of the gu produced 
froa aaid Contract Area (lesa any used in operation*, vented, or lo*t). To 
allow far che recovery of gu la storage and to balance the gu account ef the 
pertlea ia eccordcnce with their rcepectlve interest*, a party with gu is 
storage ahall be entitled to take or deliver to a purehuer its fa l l ehsre of 
gu produced from said Contract Area (leia any need In operation*. vented, or 
lost) plus en amount up Co an additional f ifty percent (50X) of Che monthly 
quantity of ga* etcrlbuteble to the overproduced party er par tic*. If more 
then one underprodaced party ia entitled to cake additional g u , they (ball 
divide che additional gu in proportion to chair respective underproduced 
acceunte. Ihe firct gu made up ahall be assumed to ha che f irst gu 
underproduced. 

CD/GEA.l 
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1. 

Nothing herein fhell be conetrued to dear any party the right, froa time 
ce rise, to produce end take or deliver to Ice purchaser up co 1001 of the 
entire veil acreae to meet the deliverability teats required by its purchaser, 
provided that auch teats are reasonable ln light of overall industry 
atandatda. Each party ahall, at all time*, use its best efforts to regulate 
its take* and deliveries froa said Contract Are* ao that said Contract Area 
will not be ehueHLn for overproducing th* al lovable assigned thereto by th* 
regulatory body having Jurisdiction. Additionally, each party shall 
communicate, aa necessary, cb* concents of this agreeaent to its respective 
gas purchaser and ahall monitor it* deliveries to i u gas purchater so aa to 
ensure to the greatest extant practicable that ita gtt purchater doe* not take 
gas in excett of the quantltlc* provided for herein. 

S. 

At a l l tine* while ga* is produced from ch* Contract Area, each party 
•hall pay or cause to be paid a l l royalty du* and payable on it* «har* of gaa 
production a* if eaeh party wer* taking or delivering to a purchaser ita chare 
of production. Each party *gr«e* to hold each other party hamlet* from any 
and a l l claim* for royalty payment* a* act ted by it* royalty owner*. The term 
"royalty owner" shell include owners ef royalty, overriding royalties, 
production payment*,-and similar interest*. 

6. 

Each party producing and taking or delivering gaa to it* purchaser thall 
pay, or cause to be peid, all production «nd tevcranee taxes due on all 
volumes of gaa actually taken or told by tueh party. 

7. 

I f , at the permanent termination of production of gaa from a well located 
on the Contract Area, aa imbalance exiact between the parclee, e monetary 
tettleeeat of the iabaltnc* between the parti** relative to tueh well thall be 
made within a reasonable length of time after production permanently ceatee. 
The amount of the monetary settlement will be limited to the proceed* actually 
received by the overproduced party or partita at the time of overproduction, 
leet * prodttccion aad severance tare* paid on aueh overproduction. If che 
overproduced party er parties did not sell ic* gaa, auch ga*. wil l he valued In 
the tame manner u««d for royalty aad severance tax purpotet when produced. 
That portion of the monies collected by tbe overproduced party or parties 
which It subject co refund by ordart of the 1UC may be withheld by the 
overproduced party or parti«• until tueh prices are fully approved hy the 
FERC, unless the underproduced party or parties furnleh a corporate 
undertaking agreeing to hold the overproduced party or parties harmlos* from 
financial loss due to refund order* by the FERC. 

In order to adainlater this provision. Operator shall request each 
overproduced party to furnish Operator a monthly acateaeoc of revenue and 
volume for eeeh month during which the overproduction occurred. Within e 
reeaotutbie time efcer che permanent termination of production of ga* from a 
well locatad on the Contract Area, Operator ahall invoice each overproduced 
party for itt proportionate there of taid overproduction bated on tald 
statements aad ahall di*tribute the amounts collected from the' overproduced 
parties co each underproduced party proportionate eo the relative volumes of 
underproduction attributable co each such underproduced petty baaed on the 
weighted average price received by each overproduced party during che period 
that tht underproduction occurred. Each party thall retain a l l producer's 
record* of volumes taken or cold and revenue* or value* accruing thereto for 
the full term of this Gas Balancing Agreement, Operator «greea that It will 
not ucllize any Information obtained hereunder for any purpose other than 
implamentlag the terms of this Cas Balancing Agreenent. 

11/14/88 12:84 _j0915ei^fll6 
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8. 

This Agreement shall remain ln force snd effect as long as che Operating 
Agreenent, to which It le attached, rcaalna ln force and effect, and 
thereafter until the gas balance accounts be tweea the pertleB are settled ln 
full, and shall Inure to the benefit of snd be binding upon the parties 
hereto, their heirs, successors, legal representatives and assigns. 

9. 

Nothing herein shall change or affect each party'a obligations to pay Its 
proportionate ahare of a l l coats and liabilities incurred in operations on the 
Contract Area as Ita share thereof is set forth in the Operating Agreeaent to 
which thia Agreeaent ls attached. 

10. 

The provisions of this Agreeaent shall be applied to each well and to 
each producing formation in each well separately aa if each well and each 
producing formation ln each such well was a separate well and covered hy 
separate but Identical agreements. 

CO/GBA.l 
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BEFORE THE OIL CONSERVATION COMMISSION 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF NEW MEXICO FOR 
THE PURPOSE OF CONSIDERINGt 

CASE NO. 5264 
Order No. R-1670-T 

APPLICATION OF EL PASO NATURAL GAS 
COMPANY FOR THE AMENDMENT OF ORDER 
NO* R-1670, BLANCO MESAVERDE POOL, 
SAN JUAN AND RIO ARRIBA COUNTIES, 
NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION i 

This cause came on for hearing at 9 a.m. on August 13 and 
August 14, 1974, at Santa Fo, New Mexico, before the O i l 
Conservation Commission of New Mexicor hereinafter referred 
to as the ^awnmission." 

NOW, on this 14th day of November, 1974, the Cornmisfiion, 
a quorum being present,' having considered the testimony pre­
sented and the exhibits received at said hearing, and being 
full y advised i n the premises, 

FINDSi 

(1) That due public notice having been givtjn as required 
by law, the Ctonrmission has jur i s d i c t i o n of t h i s cause and the * 
subject matter thereof. 

(2) That the Blanco Mesaverde Pool, located i n San 
Juan and Rio Arriba Counties, New Mexico, was created by 
Commission Order No. 799, dated February 25, 1949. 

(3) That the Blanco Mesaverde Pool i s governed by 
special rules and regulations, promulgated by the Commission 
in Order No. R-1670, as amended, which provide for 320-acre 
proration units and well locations i n the NE/4 and SW/4 of 
each governmental section, and for the assignment of allowable 
to each proration unit i n the pool based on the amount of 
acreage i n the unit and the deliverability of the unit well. 

EXHIBIT "D" 

01/08/96 11:32 TX/RX NO.2133 P.002 
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(4) That tbe applicant, E l Paso Natural Gas Company, 
seeks an order amending said Order No. R-1670 to permit the 
optional d r i l l i n g of an additional well on each 320-acre 
proration unit i n the Blanco Mesaverde Pool; to determine 
the deliverability bf each proration unit upon which an 
additional well i s d r i l l e d by adding the d e l i v e r a b i l i t i e s of the 
two wells; to permit the production of the allowable assigned 
to a proration unit containing two wells from both wells i n 
any proportion; to consider both wells on a proration unit as 
one well for purposes of balancing underproduction or over­
production; to report the production of each well on the unit 
as well as the total unit production; and to compare the unit 
production against the unit, allowable for determining whether 
a unit should be c l a s s i f i e d marginal.or non-marginal. 

(5) That the Blanco Mesaverde Pool has been developed 
for approximately 20 years on 320-acre proration units. 

<6) That to change the unit size now i n said pool would 
disturb the equities under many of the existing proration 
units. 

(7) That the proration unit si2e in the Blanco Mesaverde 
Pool should continue to be 320 acres. 

(8) That Section 6S-3-10, New Mexico Statutes Annotated, 
1953 Compilation, empowers the Commission to prevent waste 
of hydrocarbons and to protect the correlative rights of 
the owner* of each interest i n said hydrocarbons. 

(9) That Seetion 65-3-5, New Mexico Statutes Annotated, 
1953 Compilation, confers jurisdiction on the Commission, over 
a l l matters relating to the conversion of o i l and gas. 

* 
(10) That "waste" i s defined by Section 65-3-3, New 

Mexico statutes Annotated, 1953 Compilation. 

(11) That the evidence reveals that the Blanco Mesaverde 
Pool i s not a homogeneous, uniform reservoir. 

(12) That the producing formation of the Blanco Mesaverde 
Pool i s comprised of various overlapping, interconnecting* 
and lenticular sands of r e l a t i v e l y low permeability, many of 
which are not being e f f i c i e n t l y drained by existing wells i n 
the pool but which could be more e f f i c i e n t l y and economically 
drained and developed by the d r i l l i n g of additional wells 
pursuant to the rule changes proposed by the applicant. 

(13) That i n f i l l d r i l l i n g w i l l substantially increase 
recoverable reserves from the Blanco Mesaverde Pool. 

1/08/9G 11:32 TX/RX NO.2133 
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(14) That i n f i l l d r i l l i n g w i l l r e s u l t i n greater ultimate 
recovery o f the reserves under the various p r o r a t i o n u n i t s i n 
the pool. 

(15) T h a t ' i n f i l l d r i l l i n g i n the Blanco Mesaverde Pool 
w i l l r e s u l t i n more ef f i c i e n t use of reservoir energy and 
w i l l tend to ensure greater ultimate recovery of gas.from 
the pool, thereby preventing waste. 

(16) That, i f i n f i l l ' d r i l l i n g i s implemented i n the Blanco 
Mesaverde Pool, each operator w i l l be afforded the opportunity 
to produce, without waste/ h i s ju s t and equitable share of the 
gas from the Pool, and his correlative rights, as defined by 
Section' 65-3-29, New Mexico Statutes Annotated, 1953 Compila­
tion, therefore, w i l l not be impaired. 

(17) That both wells on a proration unit should be 
produced so long as i t i s economically feasible to do so. 

(18) That the a p p l i c a t i o n should'be approved. 

IT IS THEREFORE ORDERED? 
(1) That the Special Rules for the Blanco Mesaverde Pool 

in San Juan and Rio Arriba Counties, New Mexico, as promul­
gated by Order No. R-1670, as amended, are hereby amended 
to permit the optional d r i l l i n g of a second well oh each pro­
ration unit; to provide that the deliverability of a proration 
unit containing two wells s h a l l be the sum of the d e l i v e r a b i l i -
ties of each of the wells; to provide that the unit allowable 
may be produced from both of the wells i n any proportion; to 
consider both wells on the proration unit as one well for 
purposes of balancing underproduction or overproduction; to 
provide for the reporting of production from each well 
individually and to requxxe the reporting of to t a l produc­
tion from the unit; and to •compare the unit production against 
the unit allowable, i n determining whether a unit should be 
cla s s i f i e d marginal or non-marginal. 

(2) That Rule 2 of the Special Rules for the Blanco 
Mesaverde Pool, as promulgated by Order No. R-1670, as amended, 
i s hereby amended to read i n i t s entirety as follows: 

"ROLE 2 (A) . The i n i t i a l w e l l d r i l l e d on a pro r a t i o n 
u n i t s h a l l be located 990 f e e t from the outer 
boundary of e i t h e r the Northeast'or southwest 
quarter o f the section, subject t o a v a r i a t i o n 
of 200 f e e t f o r topographic conditions. Further 
tolerance s h a l l be allowed by the Commission only 
i n cases of extremely rough t e r r a i n where compliance 
would necessarily increase d r i l l i n g costs. 
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"RULE 2 (B). The second well d r i l l e d on a proration 
unit s h a l l be located i n the quarter section of 
the unit not containing a well, and s h a l l be 
located with respect to the unit boundaries as 
described i n Rule 2 (A) above. 

"The plats (Fona C-102) accompany ing tb,e Application 
for Permit to D r i l l (OCC Form c-101 or Federal 
Form 9-331-C) for the second well on a proration 
unit s h a l l have outlined thereon the boundaries 
of the unit and s h a l l show the location of the 
f i r s t w ell on the unit as well as the proposed 
new well. 

"RULE 2 (C). In the event a second-well i s d r i l l e d 
on any proration unit, both wells s h a l l be produced 
for so long as i t i s economically feasible to do 
so." 

(3) That the Special Rules for the Blanco Mesaverde 
Pool as promulgated by Order No» R-1670, as amended, are 
hereby amended by the addition of the following Special 
Rule 9: 

ROUE 9 (A) . The product obtained by multiplying 
each probation unit's acreage factor by the 
calculated d e l i v e r a b i l i t y (expressed as MCF per 
day) for the well(s) on the unit s h a l l be known 
as the AD Factor for the unit* The acreage factor 
s h a l l be determined to the second decimal place 
by dividing the acreage within the proration unit 
by 320/ subject to the acreage tolerances provided 
i n Rule S (A) . The AD Factor s h a l l be computed to 
the nearest whole number. 

ROLE 9 (B) . The monthly allowable to* be assigned 
to each marginal proration unit s h a l l be equal to 
i t s l a t e s t available monthly production. 

RUI4S 9 (C). The pool allowable remaining each month 
after deducting the t o t a l allowable assigned to 
marginal proration units s h a l l be allocated among 
the non-marginal units entitled to an allowable 
in the following manner1 

r 

1. Seventy-five percent (75%) of the pool 
allowable remaining to be allocated to 

. non-marginal units s h a l l be allocated 
among such units i n the proportion that 
each unit's "AD Factor" bears to the t o t a l 
"AD Factor" for a l l non-marginal units i n 
the pool.. 

n 1 / n o t Ci r TV /T>V 9 I T ) 
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2. Twenty-five percent (25%) of the pool 
allowable remaining to be allocated to 

. non-marginal units s h a l l be allocated 
among such units i n the proportion that 
each unit's acreage factor bears to the 
total acreage factor for a l l non-marginal 
units i n the pool. 

RULE 9 (D). The current deliverability t e s t s , taken 
xn accordance with- the H3as Well Testing Procedures-
San Juan Basin, New Mexico," s h a l l be used i n 
calculating allowables for the proration units 
i n the pool for the 12-month period beginning 
A p r i l 1 of the following year. 

RULE 9 XE). When calculating the allowable for' " 
a proration unit containing two wells, i n accordance 
with Rule 9 of these rules, the del i v e r a b i l i t y of 
both wells s h a l l be added i n calculating the AD 
Factor and the unit, allowable may be produced 
from both wells. 

(4) That said Special Rules for the Blanco Mesaverde Pool 
are hereby amended by the addition of the following Special 
Rule 10 (C) : 

RULE 10 (C). The calculated d e l i v e r a b i l i t y at the 
"deliverability pressure" s h a l l be determined i n 
accordance with the provisions of the current 
"Gas Well Testing Rules and Procedures - San Juan 
Basin, New Mexico." 

No well s h a l l be e l i g i b l e for r e c l a s s i f i c a t i o n to 
"Exempt Marginal" status unless i t i s located on 
a marginal proration unit. 

(5) That said Special Rules for the Blanco Mesaverde 
Pool are hereby amended by the addition of the following 
Special Rule 12t 

RULE 12., The f u l l production bf gas from each 
well, including d r i l l i n g gas, s h a l l be charged 
against the proration unit's allowable regardless 
of the disposition of the gas; provided, however, 
that gas used i n maintaining the producing a b i l i t y 
of the well s h a l l not be charged against the 
allowable.' 

(6) That said Special Rules for the Blanco Mesaverde 
Pool are hereby amended by the addition of the following 
Special Rule 14s 

1 t O Q / a a 1 1 - 1 7 T Y / P Y MO 7 1 1 1 
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RULE 14 (A) . Underproduction: Any non-marginal 
proration unit which has an underproduced status 
as of the end of a gas proration period s h a l l be 
allowed to carry such underproduction forward into 
the next gas proration period and may produce such 
underproduction i n addition to the allowable 
assigned during such succeeding period. Any 
allowable carried forward into a gas proration 
period and remaining unproduced at the end of 
such gas proration period s h a l l be cancelled. 

RDXB 14 f B) . Production during any one month of 
a gas proration period i n excess of the allowable 
assigned to a proration unit for such.month s h a l l 
be applied against tha underproduction carried 
into such period i n determining .the amount of -
allowable, i f any, to be cancelled. 

(7) That said Special Rules for the Blanco .Mesaverde 
Pool are hereby amended by the addition of the following 
Special Rule 15t 

RUXE 15 (A)„ Overproduction: Any proration unit 
which has an overproduced status as of the end of 
a gas proration period s h a l l carry such overproduc­
tion forward into the next gas proration period. 
Said overproduction s h a l l be made up during, the ' 
succeeding gas proration period. Any unit which 
has not made up the overproduction carried, into a 
gas proration period by the end of said period 
s h a l l not be produced u n t i l such overproduction 
i s made up. 

RULE IS (B) . I f , during any month, i t i s discovered: 
that a proration unit i s overproduced i n an amount 
exceeding s i x times i t s average monthly allowable 
for the preceding twelve months (or, i n tha case of 
a newly connected well, s i x times i t s average monthly 
allowable for the months' available) , i t s h a l l not 
be produced that month nor each succeeding month 
un t i l i t i s overproduced i n an amount s i x times 
or less i t s average monthly allowable, as determined 
hereinabove. 

RULE 15 (C). Allowable assigned to a proration unit 
durxng any one .month of a gas proration period i n 
excess of the production for the same month s h a l l 
be applied against the overproduction chargeable 
to such unit in determining the amount of over­
production which must be made up pursuant to the 
provisions of Rules 15 (A) or 15 (B) above. 

01/08/96 11:32 TX/RX NO.2133 P.007 
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RULE 15 (D) . The Secretary-Director of the 
Commission s h a l l have authority to permit a well 
which i s subject to shut-in, pursuant to Rules 
15 (A) or 15 (B) above, to produce up to 500 KCF 
of gas per month upon proper showing to the 
Secretary-Director that complete shut-in would 
cause undue hardship, provided however, such 
permission s h a l l be rescinded for any well 
produced in excess of the monthly rate authorized 
by the Secretary—Director. 

RULE 15 (E) . The Commission may allow overproduc-
tion to be made up at a lesser rate than permitted 
under Rules 15 (A) , 15 (B) , or 15 (D) above upon 
a showing at public hearing that the same is',-, 
necessary to avoid material damage to the well. 

RULE 15 (F) . Any allowable accruing to a proration 
unit at the end of a gas proration period due to 
the cancellation of underage in the pool and the 
redistribution thereof s h a l l be applied against 
the unit's overproduction. 

RULE 15 (G) . The Secretary-Director of the Commis-r 
sion s h a l l have authority to grant a pool-wide 
moratorium of up to three months on the shutting 
i n of gas wells i n a pool during periods of high-
demand emergency upon proper showing that such 
emergency exists, and that a significant number 
of the wells i n the pool are subject to shut-in 
pursuant to the provisions of Rules 15 (A) or 
15 (B> above. No moratorium beyond the afore­
mentioned three months s h a l l be granted except 
after notice and hearing. 

(8) That said Special Rules for the Blanco Mesaverde 
Pool are hereby amended by the addition of the following 
Section E: 

E. CLASSIFICATION OF UNITS 

RULE 16' (A) . The proration period (as defined i n 
Rule ISJ s h a l l be divided into four c l a s s i f i c a t i o n 
periods of three months each, commencing on April 1, 
July 1, October 1, and January 1. After the 
production data i s available for the l a s t month 
of each c l a s s i f i c a t i o n period, any unit which had 
an underproduced status at the beginning of the 
proration period s h a l l be c l a s s i f i e d marginal 
i f i t s highest single month's production during 
the c l a s s i f i c a t i o n period i s less than i t s average 

01/08/96 11:32 TX/RX NO.2133 P.008 
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monthly allowable during said c l a s s i f i c a t i o n 
period? provided however, that the operator of 
any unit so c l a s s i f i e d , or other interested 
party, s h a l l have 15 days after receipt of 
notification of marginal c l a s s i f i c a t i o n i n 
which to submit satisfactory evidence "to the 
Commission that the unit i s not of marginal 
character and should not be so c l a s s i f i e d . 

RULE 16 (B) . The Secretary-Director may r e c l a s s i f y 
a marginal or non-marginal proration unit at any 
time the unit's production data, deliverability 
data, or other evidence as to. the unit's producing 
a b i l i t y j u s t i f i e s such r e c l a s s i f i c a t i o n . 

RULE 17. A proration unit which i s c l a s s i f i e d as 
marginal s h a l l not be permitted to accumulate 
underproduction, and any underproduction 
accrued to the unit prior to i t s c l a s s i f i c a t i o n 
as marginal s h a l l be cancelled. 

RULE 18. I f , at the end of a proration period, 
a marginal proration unit has produced more than 
the t o t a l allowable for the period, assigned to 
a non-marginal unit pf l i k e deliverability and 
acreage,- the marginal unit s h a l l be r e c l a s s i f i e d 
non-marginal and i t s allowable and net status 
adjusted accordingly* ( I f the unit has been 
c l a s s i f i e d as marginal for one proration period 
only, or a portion of one proration period only, . 
any underproduction cancelled as the r e s u l t of 
such c l a s s i f i c a t i o n s h a l l be reinstated upon 
re c l a s s i f i c a t i o n back to non-marginal status. 
A l l uncompensated-for overproduction accruing to 
the unit while marginal s h a l l be chargeable upon 
re c l a s s i f i c a t i o n to non-marginal.) 

RULE 19. A proration unit containing a we.ll which 
has been reworked or recompleted s h a l l be c l a s s i f i e d 
non-marginal as of the date of reconnection of the 
well to a pipeline u n t i l such time as production 
data, del i v e r a b i l i t y data, or other evidence as 
to the unit's producing a b i l i t y indicates that the 
unit should be c l a s s i f i e d marginal. 

RULE_2<K A l l p r o r a t i o n u n i t s not c l a s s i f i e d marginal 
s h a l l be c l a s s i f i e d non-marginal. 

<9) That said Special Rules f o r the Blanco Mesaverde 
Pool are hereby amended by the add i t i o n of the f o l l o w i n g 
Special Rule, 21 (A) : 

01/08/96 11:32 TX/RX NO.2133 P.009 
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RULE 21 (A) . The monthly gas production from each 
well s h a l l be metered separately and the gas produc­
tion therefrom s h a l l be reported to the Commission 
on Form C-115 in accordance with Rule 1115 of the 
Commission's Rules and Regulations, so as to 
reach the Commission on or before the 24th day 
of the month next succeeding the month i n which 
the gas reported was produced. The operator s h a l l 
show on such report what disposition has been made 
of the gas produced. The sum of the production from 
both wells on the proration unit s h a l l also be 
reported for multiple-well units. 

(10) That said Special Rules for the Blanco Mesaverde 
Pool are hereby amended by the addition of the following 
Special Rule 23: -

RULE 23. Failure to comply with the provisions 
of t h i s order or the rules contained herein s h a l l 
r e s u l t i n the cancellation of allowable assigned 
to the affected proration unit. No further allowable 
s h a l l be assigned to the affected unit u n t i l a l l 
rules and regulations are complied with. The 
Secretary-Director s h a l l notify the operator of 
the unit and the purchaser, i n writing, of tbe 
date of allowable .cancellation and the reason 
therefor. 

(11) That jur i s d i c t i o n of this cause i s retained for 
the entry of such further orders as the Commission may deem 
necessary. 

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

STATE OF NEW MEXICO 

I . R. TROJILLO', Chairman 

i . 

ALEX J . ARMIJO, Member 

S E A L er & Secretary 

dr/ 

01 /no /on 1 1 
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HORIZONTAL LIMITS OF THE BLINEBRY OIL AND GAS POOL 
LEA COUNTY, NEW MEXICO 

Sec- 32: 
Sec. 33: 
Sec* 34: 

4.V O U U i n t t w i u - u 

SE/4 
NE/4 & S/2 
NW/4 & S/2 

Sec. 35: 
Sec- 36: 

S/2 
W/2 

TOWNSHIP 21 SOOTH* RANGE 36 EAST, NMFM 
Sec. 24: 
Sec. 25: 

E/2 
NE/4 & S/2 

Sec. 36: N/2 

TOWNSHIP 21 SOUTH, RANGE 37 EAST, NMPM 
Sec. 1: Lot? 4, 5, 9 Sec. : 

through 16, Sees, 
and S/2 

Sees. 2 through 4: All Sec. 31: 
Sec. 8: NE/4 • Sec. 32: 
Sees. 9 through 17: Sacs* 33 

All 

& SW/4 

19 through 30: 
.All 
N/2 
E/2 
through 36: 
All 

TOWNSHIP 22 SOUTH. RANGE 36 EAST. NMPM 
Sac. I t E72 Sec. 12: NE/4 

TOWNSHIP 22 SOUTH. RANGE 37 EAST, NMPM 
Sees. 1 through 4: All 
Sec- 5: N/2 • 
Sec. 6: N/2 
Sec. 8: N/2& SE/4 
Sees. 9 through 15: 

All 

Sec. 16: N/2 & SE/4 
Sees. 22 through 25: All 
Sec. 26: NE/4 NE/4 and 

NE/4 SE/4 
Sec. 35: NE/4 
Sec. 36: N/2 & SE/4 

TOWNSHIP 22 SOUTH. RANGE 38 EAST, NMPM 
Sec. 6; NW/4 & S/2 Sec. 20: NW/4 & S/2 
Sec. 7: W/2 Sees. 29 through 32: 
Sec. 18: W/2 Sec. 33; NW/4 
Sec. 19: All • -

All 

TOWNSHIP 23 SOUTH. RANGE 38 EAST, NMPM 
Sec. 5: NW/4 Sec. 6: N/2 



MERIDIAN ©OL January 27, 1993 

P.O. Box 10426 
Midland, TX 79702 

Doyle Hartman Williams Production Company 
P.O. Box 58900 
Salt Lake City, Ut 84158-0900 

Texaco Exploration & Producing Inc. 
P.O. Box 46555 
Denver, CO 80201-6555 

RE: Seymour #7 A Well 
Mesaverde Formation 
425' FSL, 790' FEL 
Section 23-31N-9W 
San Juan Co., New Mexico 

Gentlemen: 

Meridian Oil Inc. proposes that the referenced Mesaverde well be drilled as an infill well to the Seymour #7 
well. The Seymour #7 well is operated under an Operating Agreement dated April 10, 1953 which does not 
contain any subsequent well provisions. In this regard we have enclosed a new Joint Operating Agreement 
(JOA) in which we propose to include the operations of the proposed well in addition to the Seymour #7 well. 
Also enclosed for your consideration is our Authority for Expenditure (AFE) in the amount of $569,600. I have 
also enclosed a 9 section land plat showing the proposed well location. This property is already communitized 
under agreement #CA 14-08-001-917 dated March 30, 1953. 

I f you agree with our proposal, please execute the JOA and return two executed signature pages with 
acknowledgements, as well as an executed AFE and a copy of this letter to the attention of the undersigned. 
Please don't hesitate to call i f you have any questions. 

Very truly, 

Alan Alexander 
Senior Land Advisor 

AA:kaw 

NM-9435 

The undersigned agrees to participate in the drilling of the Seymour #7 A 
well and pay our proportionate share of actual well costs this 

day of , 1993. 

BY: 

TITLE: 

COMPANY: 

Meridian Oil Inc.. 3535 East 30th St.. PO. Box 4289. Farmington. New Mexico 87499-4289. Telephone 505-326-9700 

EXHIBIT " E " 



MERIDIAN OIL INC. 
Farmington Region 

Post Office Box 4289 
Farmington, New Mexico 87499 

(505) 326-9700 

AUTHORITY FOR EXPENDITURE 

AFE No: 

LeaseAA/ell Name: 

Field Prospect: 

Seymour #7A 

Blanco Mesaverde 

Location: SE/4 Sec. 23, T31N, R09W 

AFE Type: Drill (01) Original 

Operator. Meridian Oil Inc. 

Objective Formation: Blanco/MV 

County: 

Supplement 

Date: 11/11/92 

DP No.: 

Region: Farmington 

San Juan State: New Mexico 

Addendum API Well Type 

Project Description: 

Authorized Total Depth(Feet): 5900' 

Drill, complete, and equip a Mesaverde infill well. 

Estimated Start Date: 
Estimated Completion Date: 

1st Qtr 1993 
1st Qtr 1993 

Prepared By: J . D. Falconi 

Drilling 

GROSS WELL COST DATA 

Workover/ Construction/ 
Dry Hole Suspended Completion Facility Total 

Days: 10 6 4 20 
This AFE: $225,100 $207,700 $136,800 $569,600 

Prior AFEs: 

Total Costs: $ $225,100 $207,700 $136,800 $569,600 

Company: 

MERIDIAN OIL INC: 
Others: 
AFE TOTAL: 

JOINT INTEREST OWNERS 

Working Interest 
Percent Dry Hole $ 

37.500000% 
62.500000% 
100.00000% 

Completed $ 

$213,600 
$356.000 
$569,600 

MERIDIAN OIL APPROVAL 

Recommended: ( j ^JLLL Date: n//</V-i Recommended: ^ 2 D a t e : jj±^f±-

Recommended: Date: Approved: Z^c^c^^ Date: JJ_ 
Title: VP ReqionaTOperations 

" PARTNER APPROVAL 

Company Name: 

Authorized By: ^ Date: 

Title: 



MERIDIAN OIL - DRILLING WELL COST ESTIMATE 

Well Name: Seymour #7A By: E. R. Bauer 10/28/92 
Location: SE/4-23-31-09 Approved By: l J . vf 
Cty, State: San Juan County, NM AFE Type: 01 Development 
F i e l d : Blanco Mesaverde Proposed TD: 5900 ' 
Formation: Mesaverde I n t e r . TD: 3550 ' 

To t a l Days: 1_0 
ACCT AFE NOMENCLATURE SUSPENDED 
248 INTANGIBLE DRILLING COST 
-02 Environmental Studies 1,500 
-03 Location and Roads Construction 15,000 
-05 Move I n , Move Out 0 
-06 Contractor Fees - Footage— 5900 ft@ $ 10.50 62,000 
-07 Contractor Fees - Daywork— 2 days© $ 4200 8,400 
-09 D r i l l i n g F l u i d s 
-10 Gas and Air D r i l l i n g 7,400 
-16 Water 
-17 B i t s 
-18 Primary Cementing 2 stage cement 20,000 

* Standard Cementing Program 
-20 Mud Logging 
-21 W i r e l i n e Logging Int.TD-TD: DIL/LDT/TEMP 15,000 

* s u r f a c e - I n t TD: CNL/GR 
-22 Coring and Analysis 0 
-24 BOP and Wellhead Rentals 
-25 D r i l l and Workstring Rentals 
-28 Other Rentals 2,000 
-29 Trucking and Transportation 2,500 
-33 Tubular I n s p e c t i o n 6,800 
-37 Swabbing and Co i l e d Tubing 0 
-43 Consultants 0 
-45 Roustabout and Contract Labor 1,000 
-46 Miscellaneous 2,000 
-72 Company Supervision and Overhead 7,500 

TOTAL INTANGIBLE DRILLING COST 151,100 

-80 Casing (COPAS P r i c e ) 65,200 
200 f t 9 5/8" - 36.0# HC80 LTC $22.85 / f t 

3550 f t 7" - 20.0# K55 LTC § $12.34 / f t 
2500 f t 4 1/2M-10.5# K55 STC $6.72 / f t 

-84 Casing/Liner Equipment 4,300 
-86 Wellhead Equipment 4,500 

TOTAL TANGIBLE DRILLING COST 74,000 

TOTAL DRILLING COST ESTIMATE 225,100 



Mer id i an O i l , Inc. 
C o m p l e t i o n / W o r k o v e r C o s t Es t ima te 

Well Name: Seymour #7 A Prepared By: JBK 
Location: SE/4 Section 23, 31N-9W Date: 11/10/jg2 
Well Type: Mesaverde Infill Approved By: yiNf 
AFE Type: Development Drilling - 01 Date: 

I n t ang ib l e C o s t s U 
Account Estimated 
Number Estimated Days: 6 Cost 

0 3 -c°.n.^ru.9t!9,n,,gnd Maintenance _ _ _ 3<559_ 
04 Surface Restoration" Z Z 2Z999. 
05 Move-in, Move-out _ _ 7,500 
07 Daywork a ' ^ Z Z Z Z " " 24,600_ 

Drilling Fluid Systems 
09 Liquids . „ . „ .„ _ 

10 Gas and A îr Drilling ~" ~~ ' 6.600 
11 El?.9.?s2in9 a„n.d Maintenace Equipment 
12 Fluids andi Chemjcals2Special 
1 6 'EiilEĵ iiEZZZZ ZZZZZZZ Z .^^]p!l^II°!^^I^LZZ~ZIII! ZZZZZII-î L 
1 7 Jl*ii5fOs?s?rT ." Z Z Z1 ZZZZZZZZZZZZZZZ ZZZ.ZZZ.T-959-. 
18 Primary Cement _ _ _ 
19 Remedial Cement 
21 Open Hole Logging Services _ 2 3 I^^^i^T"IZZZZ Z Z Z Z Z " Z ZZZZZZZZZZZZZZZ ZZIZZ.Zl9£ 2 4 'iQElinMiOilî ^ ZZZZZZZZZ 
2 5 i-idii^ l.9£ 
27 tank Rentals aridi f r a n s p o r t a T i o n p xTdo bbl tanks 7,200 
2 8 b^herRe'nta'i ' " " Z Z Z Z Z Z ' Z Z Z ' Z " ZZZZZ. . . j I l95~ 
29 f r a n s p ^ _ZZZ ' Z Z" Z Z Z " Z Z Z Z 1-599. 
30 ..?i?Pj?.$ai.^ Z ~ "_ " ™ 
33 Tubular inspection 
3 4 . .9 l I? lBcM. l£^ ices TLog^eTfolSSnc^™ ' Z Z Z Z Z . . . . Z Z Z Z Z Z Z Z Z Z Z Z J.9.-.955. 
36 Production Testing _ 
37 Swabbing| and/or Coijed Tubing 0 days at S7567day 0. 
3 8 ' ^^M o ' n ZZZ"~ZZZ Z Z'.ZZZZZZZ Z.ZZZZZZZZZZ ZZZIZZL55L 
39 Tjĵ iiirjpgZZ.. ..ZZZ ZZ " ZZZZ.ZZZZZZZZZZ..." _1L555. 
40 Casing Crews and Laydown _ _ _ 4 3 ZIZ„.IZZ4jl°5̂  
45 Contract Labor 
4 9 !EI§BIZ??iii§nOP ZZ"r"ZIZZZZZZZZZZZZZZZ"IZZZZIIJ5£ 
7 2 ..?'.°mpanyj^^^ _ „ „_ 

]$^^ " 8" 4 Q 0 

To ta l i n t a n g i b l e s 176,600 

T a n g i b l e C o s t s 

80 Casing 
8 1 l i i ^ IZIZZZl3:8^ 
82 Packers, Bridge Plugs and Screens 
84 Casing/Liner Equipment 
85 Tubing Equipment 800 
86 Welihead " ~ I . J . 9 5 . 

To ta l T a n g i b l e s 31,100 

Tota l C o m p l e t i o n Cos t 207,700 



Meridian Oil, Inc. 
Facilities Cost Estimate 

Name: Seymour #7A Preparer: Jay Knaebel 
Loc: SE/4 Section 23, 31N-9W Date: 11/10/92/ 
Type: Mesaverde Infill Approved: . ^ t f i \ 
AFE: Development Drilling - 01 Date: TMi^r 

Tangible Facility Costs 
Est. Act. 

Acct# Cost Cost 

2 „c_?i?irart Labor 12,000 
8 Location^ Roads and Canals _ 
27 Sepaifat^Frre'd ~ Z Z Z Z Z Z Z Z Z " Z Z ZZZ ZZ ZZZZZ"ZZZZ.. 1 3 ' 0 0 0 

28 Gas Sweeten 
2 9 r^mping'Unit^" ZZ Z ZZZZZZZ..." ZZZZ ZZZZZZZZZZZZZ 25,000 

31 IB^i M°y®EZ! ZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZ 12,000 \ 
3 2 fanks and 9,000 
33 Metering Equjprnent ancrfeiemetry _ 7,500 
3 4

 ^EJ^^'ZZ. ..ZZZZ ZZZZZZZZZ"" ZZZZZ ZZZZZ. ZZZ 3,000' 
36 Buildings 
3 9 EiPirAgZyalveVan^ _ _ 6,000 
44 Eng/Lab/fech Services 
47 Compressor Rental 
48 Eqmpment^ejTtal 
4 9 "clffiodic'ĵ  Z'Z'ZZZZZZZZZ.ZZZZZZ 7,000 
50 R i ^ t ' o f ' ^ y , S u i ^ 1,000 

51 "jy!iô )̂p̂ ?jin,e^ ""... ZZ ZZZ Z ZZZZZZZZZZZZZ..ZZZZ..ZZZZZZZZZZZZ!....ZZZ" Z 6- 0 0 0 

5 3 ,lu ,̂fi?,.!!!.u.m.P? _ 
5 4 Eiertricai Acr^ 
55 Misc. Fadlity^Expense 1,000 
5 7 ' PulngTin¥C(»te ~ " ~ " 1,800 
7 3 zîis!?̂ ẐZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZ 2 , 0 0 0 

81 Tubing 
8 2 Rods "(7/"8'' rods) T60b"'f'e'ef ] 5,400 
8 3 .Dp^^9!g..PMmiPg. Z Z _ " 2,500 
8 5

 .QML!.^ ZZZZ.ZZ.Z.ZZZZ 1 •00° 
8 6 '..ZZZZ'.Z "ZZ.ZZ 2 ' 0 0 0 

96 Dehydra^ 13,000 

Contingency Cost (5%) 6,600 

Total Facilities $136,800 



SEYMOUR # 7 A 
SECTION 23-31N-9W 



March 19, 1993 

NM-744529, NM-750381 (TPI) 
SAN JUAN COUNTY. NEW MEXICO 
E/2-SECTION 23-31N-9W 
OPERATING AGREEMENT - SEYMOUR #7 A 

Meridian Oil Inc. 
P.O. Box 4289 
Farmington, New Mexico 87499-4289 

Attention: Mr. Alan Alexander 

Gentlemen: 

Upon review of Meridian's proposed Operating Agreement for the captioned well, Texaco 
respectfully requests the following revisions to said agreement: 

(1) Article III.D. - Do not delete lines 37-39 
(2) Article VI.A. - Insert depth of proposed well 
(3) Exhibit "A" - Include oil and gas leases subject to O/A 
(4) COPAS-Article I I I . 1 .iii. - "shall" be covered by overhead rates should be inserted instead of 

"shall not" 
(5) Exhibit "D". Page 3 - Delete paragraph regarding the furnishing of Certificates of Insurance 
(6) Exhibit "E" - Meridian's form is being reviewed (requested changes may follow) 

Thank you for your consideration of the above revisions. Should you have any questions regarding 
same, please advise. 

Yours very truly, 

TEXACO EXPLORATION AND PRODUCTION INC. 

Chuck Snure 
West Region Landman 

CAS.bw 

J 3 A 
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MERIDIAN ©OL 
April 12, 1993 

Doyle Hartman 
P.O. Box 10426 
Midland, TX 79702 

Texaco Exploration & Producing Inc. 
P.O. Box 46555 
Denver, CO 80201-6555 

Williams Production Company 
P.O. Box 58900 
Salt Lake City, UT 84158-0900 

RE: Seymour #7 A Well 
Mesaverde Formation 
425' FSL, 790* FEL 
Section 23-T31N-R9W 
San Juan County, New Mexico 

Gentlemen: 

Under cover dated January 27, 1993, Meridian Oil Inc. forwarded for your execution a Letter 
Agreement, Joint Operating Agreement (JOA), and an Authority for Expenditure (AFE) covering 
the captioned well. As of this date, according to our records, Meridian has not received (except 
for Texaco's partial comments on the JOA) the executed Letter Agreement, two signature pages 
to the JOA, and AFE. I f you agree with our proposal, please execute and return same as soon as 
possible. 

If you have any questions in this regard or need any additional information, please contact the 
undersigned. 

Very truly yours. 

Alan Alexander 
Senior Land Advisor 

AA:11 
ID:aaapr/3 
NM-9435 

Meridian Oil Inc.. 3535 East 30th St.. P.O. Box 4289. Farmington. New Mexico 87499-4289. Telephone 505-326-9700 



MERIDIAN ©OL 

September 2, 1993 

Texaco Inc. 
Attn: Chuck Snure 
P.O. Box 2100 
Denver, CO 80201-2100 

Williams Production Company 
Attn: Mr. Vem Hansen 
P.O. Box 58900 
Salt Lake City, UT 84158-0900 

Under cover dated April 12, 1993, Meridian Oil Inc. forwarded for your execution a Letter 
Agreement, Joint Operating Agreement (JOA), and an Authority for Expenditure (AFE) on the 
captioned well. As of this date, according to our records. Meridian has not received your 
approval or executed documents. I f you agree with our proposal, please execute same and return 
as soon as possible. 

If you have any questions in this regard, please contact the undersigned. 

RE: Seymour #7A Well 
Mesaverde Formation 
425TSL, 790' FEL 
Section 23-T31N-R9W 
San Juan County, New Mexico 

Gentlemen: 

Very truly yours, 

Alan Alexander 
Senior Land Advisor 

AA:11 
NM-9435 

Meridian Oil Inc . 3535 East 30th St.. P C. Box 4289. Farminqton, New Mexico 87499-4289. Telephone 505-326-9700 



MERIDIAN OIL 

September 2, 1993 

FEDERAL EXPRESS 

Mr. Allen Smith 
3811 Turtle Creek Blvd. 
Suite 730 
Dallas, TX 75219 

Dear Mr. Smith: 

Under cover dated April 12, 1993, Meridian Oil Inc. forwarded a Letter Agreement, Joint 
Operating Agreement (JOA), and an Authority for Expenditure (AFE) on the captioned well to 
Doyle Hartman in Midland. As of this date, according to our records, Meridian has not received 
your approval or executed documents. Carolyn Sebastian of Mr. Hartman's office has requested 
that Meridian forward same for your handling. If you agree with our proposal, please execute and 
return a Letter Agreement, two signature pages to the JOA and an AFE. 

If you have any questions Ln this regard, please contact the undersigned at (505) 326-9757. 

RE: Seymour #7 A Well 
Mesaverde Formation 
425TSL, 790' FEL 
Section 23-T31N-R9W 
San Juan County, New Mexico 

Very truly yours. 

Alan Alexander 
Senior Land Advisor 

AA:11 
Enclosure 
NM-9435 

Meridian Oil Inc.. 3535 East 30th St.. PO. Box 4289. Farmington New Mexico 87499'-4289. Telephone 505-326-9700 



U ' 

September 30, 1993 

Meridian Oil Inc. 
Attn: Mr. Alan Alexander 
P. O. Box 4289 
Farmington, NM 87499-4289 

Re: Seymour #7 A 
Proposed Mesaverde Completion 
San Juan County, NM 

Dear Mr. Alexander: 

The subject well does not meet Texaco's minimum economics. 

If you have any questions, please do not hesitate to contact us. 

Very truly yours, 

R. H. Koemer 

S. R. Meek 
Account Manager 
(303) 793-4468 

SRM:msk 

cc: C. A. Snure - Denver 



MERIDIAN ©OL 
A Suhudian- of BURLINGTON RESOURCES 

Certified, Return Receipt Requested October 31, 1995 

Four Star Oil & Gas Company 
Attn: Mr. Chuck Snure 
P.O. Box 46555 
Denver, CO 80201 

Williams Production Company 
Attn: Mr. Vern Hansen 
One Williams Center 
P.O. Box 3102 
Tulsa, OK 74101 

Mr. Doyle Hartman 
P. O. Box 10426 
Midland, TX 79702 

RE: SEYMOUR #7A WELL 
(MESAVERDE NEW DRILL) 
SE/4 SE/4 SECTION 23, T31N, R9W 
SAN JUAN COUNTY, NEW MEXICO 

Gentlemen: 

By letter dated January 27, 1993, a proposal for a Mesaverde new drill was sent to you. To date, according to our 
records, Williams Production Company is the only owner that has approved the drilling of said well. This well has 
not yet been drilled and we would like to proceed with the drilling of this well in late December, 1995 or the first 
quarter of 1996. 

Enclosed for your execution is an updated Joint Operating Agreement (JOA) and Authority for Expenditure (AFE) 
for the captioned well. The JOA will supersede the previous JOA that was forwarded to you for your approval and 
execution with the January 27, 1993, letter. Meridian, again, respectfully requests that Four Star Oil & Gas 
Company and Doyle Hartman elect to either participate or go non-consent (per Article XV. C of the JOA) in the 
well. We are asking that Williams re-execute the JOA in as much as a significant delay has occurred in the 
drilling of this well. I f we do not receive an election to participate or non-consent, we will begin force pooling 
proceedings in December, 1995. 

Also enclosed, for your information and files, is a nine-section land plat If the JOA and AFE meets with your 
approval, please retum one (1) copy of this letter, AFE and signature page of JOA to me as soon as possible. 

If you have any questions in this regard, please don't hesitate to call the undersigned at (505) 326-9757. 

Very truly yours. 

Alan Alexander 
Senior Land Advisor 

AA/cj 
xc: NM-9435 

Tom Kellahin 

The undersigned hereby approves this 
the drilling of the Seymour #7A well. 

day of 1995, 

NAME: 

TITLE: 

COMPANY: 

P.O. Box 4289. Farmington. New Mexico 87499-4289, Telephone 505-326-9700, Fax 505-326-9833 
3535 East 30th St.. 87402-8891 
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AFE No.: 

MERIDIAN OIL INC. 
Farmington Region 

Post Office Box 4289 
Farmington, New Mexico, 87499 

(505) 326-9700 

AUTHORITY FOR EXPENDITURE 

Property Number 071252300 Date: 8/18/95 

Lease/Well Name: Seymour 7A DP Number 25791A 

Field Prospect: Blanco Mesaverde Operator. Meridian Oil Inc. 

Location: Unit P, SE/4, SE/4, 23-031N-009W County: San Juan 

Region: Farmington 

State: NM 

AFE Type: Type 01-Cap. New Drill Original: X Supplement: Addendum: API Well Type: 

Objective Formation: Mesaverde Authorized Total Depth (Feet): 

Project Description: Mesaverde New Drill 

Estimated Start Date: 1 st Qtr 1996 
Prepared By: N. Keeler 

Estimated Completion Date: 1st Qtr 1996 

GROSS WELL DATA 

Drilling Workover/ Construction 
Dry Hole Suspenaed Completion Facility Total 

Days: 9 7 0 16 
This AFE: $214,819 $247,034 $63,000 $524,853 

Prior AFEs: $0 

TOTAL COSTS: $0 $214,819 $247,034 $0 $524,853 

JOINT INTEREST OWNERS 

Company: 
Meridian Oil Inc. 

Trust: 
Others: 

AFE TOTAL: 

Working Interest 
Percent 
37.50% 
0.00% 

62.50% 
100.00% 

Dry Hole $ 

$0 

Completed $ 
$196,820 

$0 
$328.033 
$524,853 

Approved: 
Title.̂ Ĵ roduction Engineer 

Approved: (H^d^ fC^-

MERIDIAN OIL INC. APPROVAL 
< Z j / l # / q S ~ Approved: 

Date.' Title: j3eologist ' Date: Y/zt 

Title: Re/ervoir Engineer Date: ^ / f g / f g ' 
Approved: 

Title: Ldnd Date: "njzT^ 

PARTNER APPROVAL 

Company Name: Date: 

Authorized By: Title: 



MERIDIAN OIL - DRILLING WELL COST ESTIMATE 

Cry, State: San Juan, NM Approved By: r 7 ^ £ - > T 
Field: Blanco MV AFE Type: 01 
Formation: MV Total Days: 9 
Proposed TD: 5630 • Area Team: 4/5 Inter. TD: 3228 ' EstCst/Ft $38.16 
Comments: 
TJRLG-Z48 IN TANUmLb DRILLING CUHI COST 

02 Location/Roads - Pre-Construction $1,500 
03 Location/Roads - Construction & Maintenance $14,000 
04 Location/Roads - Surface & Restoration 50 
05 Move in/Move out 50 
06 Contractor Fees-Footage 5630 It @ $ 12 per ft. . $67,560 
07 Contractor Fees-Daywork. T days@$ a^uu per day $10,400 
08 Fire & Safety Equip „ 50 
09 Drilling Fluid Systems - Liquids 50 
10 Gas & Air Oriiling „ 9 days@$ 1550 avg per day $13,950 
11 Drilling Fluid Systems - Processing Equip 50 
12 Speciality Ruids & Chemicals 50 
14 Salt/Brine Water. ... 50 
15 Onsite Fluid Disposal Services ». 50 
16 Fresh Water. _ 52,500 
17 Bits 50 
18 Primary Cementing $17,500 
19 Remedial Cementing „ 50 
20 Mud Logging 53.500 
21 Wireline Logging - Open Hole 2 Logging Runs at Inter and TD $16,500 
22 Coring & Analysis 5° 
23 Fuel/Electricity 51.600 
24 BOP & Wellhead Rentals (Surface) 50 
25 Drill/Work String Rentals 50 
28 Fishing Tool Rentals 50 
27 Tank Rentals. 50 
28 Other Rentals ...... 51.000 
29 Transportation „ $2,500 
30 Offsite Disposal Services 50 
31 DriB Stem Tests 50 
32 Directional Services 50 
33 Tubular Inspection & Repair. „ 51,500 
34 Cased Hole Services 50 
36 Production Testing 50 
37 Swabbing, Coiled Tubing, 4 Snubbing 50 
38 Stimulation . 50 
39 Fractunng 50 
40 Casing Crews & Laydown 50 
41 Gravel Pack/Sand Control 50 
43 Consultants _ $3,600 
44 Engmeenng/Lab/Tecnnical Contract Services $0 
45 Roustabout Labor. 51,000 
46 Miscellaneous ~. 50 
48 Communication Systems 50 
49 Packer Rental „ 50 
50 Pumping Charges - Other „ 50 
62 Environmental Compliance (Assessment) „ 5500 
63 Environmental Compliance (Remediation) 50 
72 Company Supervision & Overhead „ $3,600 

TOTAL INTANGIBLE DRILLING COST 516Z710 
TANGIBLE DRILLING COST 

80 Casing (COPAS Price) 
250 FT 9 5 / 8 " 36.0 # K55 $ $15.68 /ft 53,920 

3223 FT 7 20 # KS5 $ $9.01 /ft $29,084 
2552 FT 4 1 / 2 " 10.5 # K55 $ $4.90 m $12,505 

FT " # $ /ft $0 
81 Tubing (COPAS Price) 

FT " # $ /ft $0 
FT " # $ /ft $0 
FT " # $ /ft $0 

82 Packers. Screens, & Bridge Plugs $0 
84 Casing/Liner Equipment $3,600 
85 Tubing Equipment $0 
86 Wellhead Equip & Xmas Tree $3,000 

TOTAL TANGIBLE DRILLING COST $52,109 
TOTAL DRILLING COST ESTIMATE . $214,819 



Meridian OII Inc. 
Completion Estimate 

WoUName: Seymour #7A Prepared By: TJM 
Location: SE/4 Section 23. T31N-R9W Date: am/95 
AFE Type: Development Orillino / 01 Approved By: - f r ^ fc -£T~ 
Formation: Mcsaverae Data: <' i ( 1^5" 

Intangible Costs 

Estimated Oays: 7 Total 
Account Mesaverde Estimated 
Number Cost Cost 

Z49 
02 Location. Roads or Canals 0__ 
03 Construction ana Maintenance 1.6S0 1.650 
04 Surface Restoration 1.500 1.500 
05 Move-in. Move-out 8,000 . 8.000 
06 Fees of Contractor - Footage 0_ 
07 Fees of Contractor - OayworK 29-400 29.400 
08 Fire and Safety Equip. 0_ 
09 Drilling Fluid System - Liquids 0_ 
10 Gas and Air Prilling 10,750 10.750 
11 Processing and Maintenance Equipment 0_ 
12 Specialty Fluids and Chemicals 5,500 5,500 
14 San/Brine Water __ 
15 Ortsite Oisposal Svc 0_ 
16 Fresh Water 8.800 8.800 
17 Bits 1.2O0 1.200 
18 Primary Cement & Sire's EL 
19 Remedial Cementing 0_ 
20 Mud Logging 0 
21 Wireline Logging-Open Mole 0_ 
22 Coring and Analysis 0_ 
23 Fuel/Electnatv 2.520 2.520 
24 BOP & Wellhead RentalsiSurface) 0_ 
25 Drill Worn String Rentals (Surface! SOO 500 
26 Fishing Tool Rentals 0_ 
27 Tank Rentals 3.150 3.150 
28 Other Rental 2.000 2.000 
29 Transportation 500 SOO 
30 Offsite Oisposal Service 0_ 
31 Drill Stem Tests 0_ 
32 Directional Svc. 0_ 
33 Tubular Inspection 0_ 
34 Cased Hole Services 6.000 8.000 
36 Production Testing 0 
37 Swabbing a. Coiled Tubinq 0_ 
38 Stimulation 2.000 2.000 
39 Fracturing 11S.000 115.000 
40 Casing Crews and Laydown 0_ 
41 Gravel PacWSand Control 0_ 
42 BOP Testing 0_ 
43 Consultants 3.150 3.150 
44 Technical Contract Svc. 0_ 
45 Roustabout Labor 250_ 250 
46 Miscellaneous 0 
48 Communication Systems 0_ 
49 Packer Rental 5.000 5.000 
50 Pumping Charges 0 
60 Oper. Owned Equip/Facilities 0_ 
62 Env. Compliance-Aasessment 0_ 
63 Env. Compliance (Remediation) 0 
65 Company Vehicles 0_ 
68 Direct Labor _ 
69 Benefits 0_ 
70 Payroll Taxes and Insurance 0_ 
72 Overhead (Contingency 5%) 11.764 11.764 
74 Employee Expense 0 
79 Employee Meals 0 

Total Intangibles 220.634 0 220.834 
Tangible Costs 

80 Casing 0 
81 Tubing and TicbacXs 18.600 18.600 
82 Packers and Bridge Plugs 0 
84 Casing/Liner Equipment 0 
85 Tubing Equipment 1,100 1,100 
86 Wellhead Equipment a. Tree 6,700 6.700 

Tout Tangibles 26.400 o' 26.400 

Total Completion Cost 247.034 0 247,034 



Meridian Oil Inc. 
Facilities Estimate 

Well Name: 
Location: 

SEYMOUR 7A 
SW/4. SEC. 23. R31N. T09W 

Prepared By: G. L. OSBORNE 
Date: 8/15/95 

AFE Type: NEW DRILL Approved By: 
Formation: MESA VERDE Date: 

Tangible Costs 

Account 
Estimated Days: 

Facilities 
Total 

Estimated 
Number Cost Cost Cost 

247 
02 Labor-Contract Roustabout. Consultants 8.000 8.000 
03 Company Vehicles 0 
08 Location, Roads & Canals 0 
12 Overhead 0 
17 Damages, Property Losses 0 
20 Equip. Coating and Insulation 0 
26 SWD Filtering 0 
27 Separators 18,000 18.000 

Evaporator 0 
29 Pumping Units 0 
31 Prime Mover 0 
32 Tanks 8,500 8,500 
33 Metering Equipment 0 
34 Flow Line 0 
36 Building 0 
39 Flowlines, Piping, Valves & Fittings 7.500 7,500 
43 Safety 0 
44 Technical Contract Svc. 0 
47 Rental Compressors & Maintenance 0 
48 Rental Equipment 0 
49 Cathodic Protection 12.000 12,000 
50 Right Of Way 0 
51 Minor Pipelines 0 
53 Surface Pumps (chemical) 0 
54 Electrical Accessories 0 
55 Miscellaneous-Facility Expense 1,000 1,000 
57 Pulling Unit Costs 0 
60 Oper. Owned Equip/Facilities 0 
62 Env. Compliance-Assessment 0 
63 Env. Compliance (Remediation) 0 
68 Direct Labor 0 
69 Benefits 0 
70 Payroll Taxes and Insurance 0 
72 Overhead (Contingency 5%) 3,000 3,000 
81 Tubing 0 
82 Rods 0 
83 Downhole Pumps 0 
84 Alternative Artificial Lift Equip. 0 
86 Convent Artificial Lift Wellhead Equip. 5,000 5,000 
88 Communication Systems 0 
95 Employee Meals 0 
96 Gas Dehydrator 0 

Jffo 

Total Facility Cost 0 63,000 63,000 



Texaco Exploration 
and Production Inc 
Oenver Division 

P O Box 2100 
Denver CO 30201 
4601 DTC Boulevard 
Denver CO 80237 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

November 21 ,1995 

Meridian Oil, Inc. 
P.O. Box 4289 
Farmington. New Mexico 87499-4289 

Attention: Mr. Alan Alexander 

NM744529. NM750381 
E/2-Section 23-31.N-9W 
San Juan County, New Mexico 
Proposed Seymour #7A Well 

Dear Alan, 

Four Star Oil and Gas Company is in receipt of Meridian's appl icat ion for compulsory pooling 
dated November 8, 1995 (received November 13. 1995) covering the capt ioned well. 
Additionally, Four Star Oil and Gas Company is in receipt of Meridian's proposal dated 
October 31. 1995 (received November 6, 1995) for the drilling of said well. 

As you are aware. Meridian originally proposed this well on January 27, 1993. Texaco 
responded on March 19, 1993 with requested changes to the proposed Operat ing Agreement 
as presented by Meridian. Meridian, following up with their letter of April 12. 1993, asked for a 
response from all parties a n d only mentioned the fact that Texaco had requested changes to 
the Operating Agreement. The requested changes to the Operating Agreement were never 
addressed. Once again, on September 2. 1993, Meridian requested a response from all parties. 
Texaco responded on September 30, 1993 indicating that at that time, this well d id not meet 
Texaco's economic requirements. Please note that our files do not indicate Meridian 
at tempted to discuss a farmout, trade or sale pursuant to Texaco's decision not to part icipate 
in the drilling of said well. 

Four Star Oil and Gas Company (successor in interest to Texaco) has recently received 
Meridian's "new" proposal da ted October 31, 1995. Once again, it should be noted that none 
of the changes to the Operat ing Agreement originally requested by Texaco in 1993 have been 
addressed. 

Although Four Star Oil and Gas Company appreciates the fact that Meridian wishes to drill this 
well in a timely manner, you should be aware that Four Star Oil and Gas Company is currently 
evaluating this new proposal and that Four Star Oil and Gas Company intends to respond in a 
timely manner. However, the fact that Meridian has chosen to initiate compulsory pooling 



Meridian Oil, Inc. 
November 21, 1995 
Page Two 

proceedings immediately after sending out their new proposal without at tempting to con tac t 
all parties (except for the proposal da ted October 31, 1995), only works to undermine the 
cooperat ion needed for all parties involved. In fact, it appears that pursuant to that certain 
Operating Agreement d a t e d April 10, 1953 governing all operations on this property (E/2 of 
Section 23-31N-9W, San Juan County. New Mexico as to the Mesaverde formation). Meridian is 
precluded from force pool ing any party subject to said agreement. Unless amended , 
modif ied or terminated by the mutual consent of all parties and as long as the 
Communitization Agreement covering this property remains in force and effect, the 1953 
Operating Agreement shall cont inue to govern all operations on this property. 

Four Star Oil and Gas Company does not recognize Meridian's appl icat ion for compulsory 
pooling as being va l id . Please feel free to furnish Four Star Oil a n d Gas Company with 
documentat ion in support of your position should you not be in agreement with the 
aforementioned facts. 

Yours very truly. 

Chuck Snure 

Rocky Mountain Business Unit 

CAS:bw 

cc : William J. LeMay. Director 
Oil Conservation Division 
2040 S. Pacheco 
Santa Fe, New Mexico 87505 

W. Thomas Kellahin 
Kellahin a n d Kellahin 
P.O. Box 2265 
Santa Fe. New Mexico 87504-2265 

Williams Production Company 
P.O. Box 58900 

Salt Lake City, Utah 84158-0900 

Doyle Hartman 

3811 Turtle Creek Blvd., Suite 730 
Dallas, Texas 75219 
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A Subsulurr i* BVRLINGTON HESOVRCES 

December 1, 1995 

Four Star Oil & Gas Company 
Attn: Chuck Snure 
P. 0.. Box 46555 
Denver, CO 80201 

RE: Seymour #7 A Well 
SE SE Sec. 23, T31N, R9W 
San Juan County, New Mexico 

Dear Chuck: 

In your letter dated November 21,1995, you addressed two main issues concerning the drilling of 
the referenced well. The first issue relates to our original proposal to drill the Seymour #7A well 
under a new joint operating agreement submitted to the working interest owners under cover 
letter dated January 27, 1993. As you were aware, Meridian was at that time considering your 
suggested changes to the Operating Agreement. In your letter dated March 19, 1993, which 
suggested certain changes (numbered 1 thru 6), you also indicated you were considering other 
changes (refer to item number 6) and you would advise Meridian as to same at a later date. Since 
both Meridian and Williams Production Company had executed the agreement with no changes 
and Mr. Hartman would not respond in any fashion, we were waiting on both Texaco and 
Hartman before responding to any changes. In your letter dated September 30, 1995, you 
informed Meridian that our project did not meet Texaco's economic guidelines and I assumed that 
meant Texaco did not wish to join in the drilling of this infill well. Since Texaco was not going to 
join in this well (i.e. not execute the JOA) the requested changes by Texaco became moot. 

The second point raised in your letter concerned the April 10, 1953, joint operating agreement. 
This agreement covered the drilling and operation of the Seymour #7 well. Meridian supports 
Four Star's position that the 1953 agreement originally did cover all operations for a single well 
on the dedicated spacing unit. This fact changed on November 14, 1974 (refer to NMOCD Order 
R-1670-T) when the State of New Mexico changed the spacing rules for the Blanco Mesaverde 
Pool by allowing the drilling of infill wells. Since the spacing unit is no longer solely dedicated to 
the Seymour #7 well and the 1953 agreement never contemplated nor allows the drilling of an 
infill well, a new agreement is necessary. Meridian proposed to amend this agreement by offering 
a new joint operating agreement. You will notice that the joint operating agreement forwarded 
under cover letter dated October 31, 1995, does allow for an owner to non-consent the initial well 
(Seymour #7A) and i f Four Star would like to non-consent or join in this well under the 
agreement, we would once again be willing to consider changes to the proposed agreement. 
Meridian would in fact encourage Four Star's execution (joinder or non-consent) of the 
agreement since that is preferable to an election under a force pooling order. Although not our 
normal procedure, i f Four Star is interested in selling or farming out its interest we would 
consider such a proposal. 

P.O. Box 4289. Farmington. New Mexico 87499-4289. Telephone 505-326-9700, Fax 505-325-9833 
3535 East 30th St.. 87402-8891 
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If you have any further questions concerning the drilling of this well, please don't hesitate to 
contact the undersigned at (505) 326-9760. 

Very truly yours, 

JBB55SBEB58BO 
Senior Land Advisor 

AA/cj 
NM-9435 

xc: Tom Kellahin 



WILLIAMS PRODUCTION COMPANVMMf 
Off£ OF THE mj-lAVS COMPANIES, INC MTAWX 

PROD-0-0T4-96 

JANUARY 11, 1996 

Meridian Oil Inc. 
ATTN: Alan Alexander 
P.O. Box 4289 
Fannington, NM 87499-4289 

Re: Seymour #7A Well 
SE/4SE/4 Sec. 23, T3 IN, R9W 
San Juan County, New Mexico 

Dear Mr. Alexander, 

To Follow up our telephone conversation, Williams Production Company agrees with Meridian that 
the April 10,1953 operating agreement for the Seymour #7 well does not cover subsequent drilling 
operations and a new Joint Operating Agreement is needed for the drilling of the Seymour #7 A well. 
Williams Also agrees that if all Working Interest Owners will not execute a new Joint Operating 
Agreement for the drilling of the Seymour #7A well then Meridian should force pool the non-joining 
parties. 

Sincerely, 

Vera Hansen 
Senior Landman 

cc: Darrell Gillen 

file: Seymour #7A 

One Williams Center • P.O. Box 3102 • Tulsa, Oklahoma 74101 
(918) 588-4592 
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' ;̂  STATE OF NEW MEXICO • v 
1- Eh- T AND MINERALS DEPARTMENT 

OjrL. CONSERVATION DIVISION 

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

CASE NO. 8606 
Order No. R-8013 

APPLICATION OF DOYLE HARTMAN FOR 
SIMULTANEOUS DEDICATION AND 
COMPULSORY POOLING, LEA COUNTY, 
NEW MEXICO. 

ORDER OF. THE DIVISION 

BY THE DIVISION i 

This cause came on for hearing at 8 a.m. on July 2, 
1985/ at Santa Fe, New Mexico, before Examiner Gilbert P. 
Quintana. 

NOW., on this 20th day of August1985, the Division 
Director, having considered the testimony, the record, and 
the recommendations of the Examiner, and being'fully advised 
in the premises, 

FINDS THAT: 

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

(2) The applicant, Doyle Hartman, seeks an order 
pooling a l l mineral interests from the surface to the base 
of the Jalmat Gas Pool underlying the NW/4 of Section 8, 
Township 24 South, Range 37 East, NMPM, Lea County, New 
Mexico, forming a previously approved 160-acre non-standard 
spacing and proration unit in the Jalmat Gas Pool. 

(3) The applicant proposes to simultaneously dedicate 
said gas proration unit to his existing E. E. Jack Well No. 
1 located 198 0 feet from the North line and 660 feet from 
the Wast line (Unit E) of said Section 8 and his proposed 
E. E. Jack Well No. 5 to be d r i l l e d at a standard location 
within said unit. 

(4) Marilyn A. Tarlton, interest owner in the subject 
proration unit and trustee of the surviving trustor's trust 
of the Lortscher Family Trust, dated Wnvom^r'? a s loan 
has not agreed.to the d r i l l i n g of said E-7f!E. u^aclc^eiflJNo. 5. 

0130508 
OCT Z 3 1985 

EXHIBIT F 
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Case No. 8 60 -•. 
Order No. R-80u.-d 

(5) Evidence was presented showing that an operating 
agreement entitled, "Operating Agreement", dated January 
16, 1951, covering the subject unit area, was entered into 
by and between Howard Hogan, operator, and Charles T. 
Scott, Harold S. Russell, Herbert J . Schraitz, and F. D. 
Lortscher, non-operators. 

(6) Said operating agreement was modified December 
15, 1S54, by an agreement entitled, "Modification of 
Operating Agreement" and was entered into by and between 
R. Olsen, operator, and the same non-operators in Finding 
No. (5) above.: 

(7) The applicant,' Doyle Hartman, controls 66.667 
percent of the subject proration unit, including the t i t l e s 
of Howard Hogan, R. Olsen, Herbert J. Schraitz, and Charles 
T. Scott, Jr. 

(8) Marilyn A. Tarlton controls the t i t l e of F. D. 
Lortscher, which i s 20 percent of the subject proration 
unit. 

{9} Ms. Tarlton contends that the applicant, other 
interest owners, and herself are governed by the operating 
agreements in Findings Nos. (5) arid (6) above, hereafter 
referred to as the "Agreements." 

(10) The "Agreements" have provisions for the d r i l l i n g 
of additional wells on the subject proration unit, including 
provisions for non-consent.drilling risk penalties, d r i l l i n g 
supervision charges, and production supervision charges. 

(11) . The applicant failed to provide evidence to refute 
that the 1 "Agreements" are not binding and do not govern the 
operation of the subject proration unit. 

(12) Because of a lack of evidence to the contrary, i t 
appears that the "Agreements" are current binding operating 
agreements for the subject proration unit, having previsions 
governing those issues to be addressed in compulsory pooling 
cases obviating the need for such a hearing in this case. 

(13) The compulsory pooling portion of this application 
should be denied. 

(14) The simultaneous dedication portion of this appli­
cation should be approved, provided the proposed new well 
i s d r i l l e d under the provisions of the "Agreements." 

0130509 
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Order No. R-8U 

IT IS THEREFORE ORDERED THAT; 

(1) The portion of the application of Doyle Hartman 
seeking an order:pooling a l l mineral interests from the 
surface to the base of the Jalmat Gas Pool underlying the 
NW/4 of Section 8, Township 24 South, Range 37 East, NMPM, 
Lea County, New Mexico, i s hereby denied. 

(2) The previously approved 160-acre non-standard 
gas proration :unit, comprising the NW/4 of said Section 8, 
shall be simultaneously dedicated to the proposed E. E. Jack 
Well No. 5 and the applicant's E. E. Jack Well No. 1 located' 
in Unit E of said Section 8 provided the E. E. Jack Well No. 
5 i s d r i l l e d under the terms of the "Agreements." 

(3) J u r i s d i c t i o n of t h i s cause i s retained f o r the 
entry of such f u r t h e r orders as the Division may deem 
necessary. 

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

• i ' STATE OF NEW MEXICO 

R. L. STAMETS 
Director 

S E A L 

f d / 

0130510 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION CASE NO. 11294 
OF SANTA FE ENERGY RESOURCES, INC. 
FOR COMPULSORY POOLING, 
LEA COUNTY, NEW MEXICO 

MOTION TO DISMISS 

Comes now PHILLIPS PETROLEUM COMPANY ("Phillips"), by 

its attorneys, Kellahin and Kellahin, enters its appearance in this case as an 

interested party in opposition to the Applicant and moves the Division to 

dismiss this case because the Applicant, Santa Fe Energy Resources, Inc., 

has violated Section 70-2-17(C) NMSA (1978) by instituting an application 

for compulsory pooling for a spacing unit one-half of which is already 

committed to another spacing unit and by filing said application prior to 

proposing the well; 

And in Support States: 

(1) On February 3, 1995, Santa Fe Energy Resources, Inc. 
("Santa Fe") requested a term assignment of Phillips 
Petroleum Company's ("Phillips") interest in 480 acres in 
parts of Sections 21 and 27, T21S, R33E, NMPM, Lea 
County, New Mexico. 

(2) On March 28, 1995, Phillips responded it was not 
interested in assigning its 480-acre interest to Santa Fe. 

EXHIBIT "G" 
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(3) On April 28, 1995, Santa Fe proposed the voluntary 
formation of a five (5) section exploratory unit including 
Phillips' 480-acres with the initial unit well to be drilled on 
Phillips' acreage in the SW/4 ofSection 27. See Exhibit "A". 

(4) However, at no time prior to May 9, 1995, did Santa Fe 
propose the formation of a single 320-acre gas spacing unit 
consisting of the W/2 Section 27 for a well other than as part 
of the five section exploratory unit or as part of a 480-acre 
assignment or farmout deal. 

(5) On Tuesday, May 9, 1995, counsel for Santa Fe filed a 
Compulsory Pooling Application with the Division seeking to 
pool the W/2 of Section 27 as a 320-acre Morrow formation 
gas spacing unit in which Santa Fe controls 25% (the 
N/2NW/4) and Phillips controls the remaining 75% See 
Exhibit "B" attached. 

(6) On Thursday, May 11, 1995, Santa Fe sent a letter to 
Phillips which is referenced "Abe Exploratory Unit" and in 
which Santa Fe again proposed the voluntary five section 
exploration unit or the inclusion of Phillips' interest as part of 
a multiple well program. 

(7) On that same day, May 11, 1995, Santa Fe also sent 
notice to Phillips that Santa Fe had filed with the Division a 
compulsory pooling application for the W/2 of Section 27, 
T21S, R33E, NMPM, Lea County, New Mexico. 

(8) The W/2 spacing unit for Section 27, for which Santa Fe 
seeks to have the Division issue a compulsory pooling order, 
is not available for pooling because the SW/4 of Section 27 
has already been consolidated on a 100 % voluntarily basis and 
dedicated to a S/2 spacing unit for the drilling of Phillips' 
Phillips State Well No. 1 in Unit (N). See Exhibit "C" 
attached. 


