DOYLE HARTMAN

Qil Operator

May 15, 1996

Conoco, Inc
10 Desta Drive, Suite 100W
Midland, TX 79705-4500
Attn: Bob Ireland

Division Manager

ARCO Permian
600 N. Marienfield (79701)
P.O. Box 1610
Midland, TX 79702-1610
Attn: Thomas L. Holland
Vice President
Land, Marketing & External Affairs

Apache Corporation
2000 Post Oak Blvd., Suite 100
Houston, TX 77056-4400
Attn: Glenn Otness
Regional Land Manager

Re: Request For Hearing Information
Britt “Federal” MKA Hearing
Eumont Gas Pool Interval
W/2 SE/4, SE/4 SW/4 Section 7
T-20-S, R-37-E, NMPM
Lea County, New Mexico
(120-acres Eumont P.U.)

Gentlemen:
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0
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- CONSER
Chevron USA Inc.
15 Smith Road (79705)
P.O.Box 1150

Midland, TX 79710
Attn: David H. Messer
Land Manager

Amoco Production Company
510 Westlake Park Blvd. (77079)
P.O. Box 3092
Houston, TX 77253
Attn: W.R. Dukes
Land Manager, W. TX/NM

-2 LH

)

Z . WL
s

Reference is made to the Meric/lign_ﬂ)erated non-pooled 320-acre H.M. Britt Eumont proration unit
consisting of two s pg%ownc tracts (200 acres and 120 acres) collectively covering the W/2
E/2, E/2 W/2 Secp(in 7, T-20-8, R-37:E, Lea County, New Mexico, and to our pending NMOCD
examiner hearipg (Case 11,529) asking for the subdivision of the 320-acre H.M. Britt tract into a
200-acre unifofmly-owned Eumenf proration unit consisting of W/2 NE/4, E/2 NW/4, NE/4 SW/4
Section 7 (“2@0-acre Tract”) and a 120-acre uniformly-owned Eumont proration unit consisting of
the W/2 SE/4,SE/4 SW74 Section 7 (“120-acre Tract”). Reference is also made to Conoco’s formal
notice to Union Texas Petroleum dated July 20, 1989 (copy enclosed), wherein Conoco (1) notified

200 TURTLE CREEK CENTRE /3811 TURTLE CREEK BLVD / DALLAS, TEXAS 75219-4421
(214) 520-1800 (214) 520-0811 FAX
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Union Texas Petroleum that effective September 1, 1989, the NMFU Partners (Conoco, ARCO,
Amoco, Chevron) would be selling their jointly-owned 50% working interest in the “120-acre Tract”
and (2) gave notice to Union Texas Petroleum (UTP) that, as the operator of the 320-acre H.M. Britt
lease, it was UTP’s “. . . responsibility to appear before the New Mexico Oil and Gas Commission
to request a change in the gas proration unit . . .” Finally, reference is made to Union Texas
Petroleum’s internal memo of August 22, 1989 (copy enclosed), wherein UTP (pertaining to
Conoco’s July 20, 1989 notice) discussed, as to the 320-acre H. M. Britt tract, the possible need

“, .. for a Compulsory Pooling Hearing to avoid a loss of dedicated acreage and a reduction of gas
allowable (emphasis added) . . .”

Corresponding to NMOCD Case 11,529, on May 13, 1996, Meridian filed a Motion to Dismiss with
the NMOCD which made the following allegation pertaining to the conduct of the NMFU Partners:

The NMFU Partners had assigned to Hartman interest in the MKA Lease which
involves the 120-acre tract, but some of the NMFU Partners for some time took the
position that that assignment did not include production from the Britt 3 Well and the
Britt 12 Well which are physically located within the 200-acre tract but included
along with the 120-acre tract in the 320-acre GPU (emphasis added) . . .

From a careful review of our files, no written correspondence appears to ex:st from the NMFU
Partners to us or copies of correspondence from the NMFU Partners to Meridian pertaining to a
legitimate material challenge, by an NMFU Partner, of the NMFU’s joint September 1, 1989 Britt
“Federal” MKA Assignment and Bill of Sale (certified-recorded copy enclosed), which Assignment
and Bill of Sale was made without any reservations as to the H.M. Britt Nos. 3 and 12 Eumont
wells. Most certainly, we do pot possess copies of written communications between the NMFU
Partners and Meridian (Union Texas Petroleum) wherein the NMFU Partners, after the September
1, 1989 effective date of the Britt “Federal” MKA Assignment and Bill of Sale, have taken an gvert
stance that we were not assigned an interest as to the H.M. Britt Nos. 3 and 12 Eumont wells
simultaneously dedicated to the 320-acre H.M. Britt Eumont proration unit and that we are not
entitled to be paid our rightful share of Eumont gas proceeds corresponding to our 18.75%
[(120/320) x 50% =18.75%] acreage and allowable contribution to the entire 320-acre H.M. Britt
Eumont proration unit.

In September, 1989, we paid the NMFU Partners the amount of $306,800 for an assignment of the
subject 50% Eumont working interest as to the W/2 SE/4, SE/4 SW/4 Section 7. That purchase was
made in accordance with a prior-existing NMFU 8-step comprehensive property-sale procedure
entitled DISPOSAL OF NMFU PROPERTY (copy enclosed). The NMFU’s then-applicable 8-step
property-sale procedure clearly specified that any one NMFU Partner, prior to final assignment of
a property, had the right to challenge and cancel the NMFU’s entire sale of that specific property.

In consideration of the fact that almost seven years have now elapsed since the four NMFU
Partner’s executed the joint September 1, 1989 Britt “Federal” MKA Assignment and Bill of Sale,
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and almost five production years have elapsed as to the non-payment of our Britt “Federal” MKA
revenues, if there exists documentation (as inferred by Meridian) of a legitimate material written
challenge, by one or more NMFU Partners, of the NMFU’s joint Britt “Federal” MKA Assignment
and Bill of Sale, the time has arrived for such written challenge to be brought into the light of day.
We ourselves know of no such material challenge, and it is imperative that we now be made privy
to any such challenge, if such written challenge actually exists or has ever existed.

The above herein referenced May 13, 1996 allegation appears to be the present cornerstone of
Meridian’s opposition to our pending Britt “Federal” MKA hearing application. Because typical
judicial discovery procedures are not routinely allowed for NMOCD hearings, we are requesting
that you promptly furnish copies of any and all written communications between the NMFU
Partners and Meridian wherein an NMFU Partner (subsequent to September 1, 1989) has materially
challenged the NMFU’s prior jointly-executed 1989 Britt “Federal” MKA Assignment and Bill of
Sale. Moreover, if any such written documentation does exist, we also request that we be provided
with a written and complete explanation as to why we heretofore have not been made privy to such
written communication between the NMFU and Meridian, especially since we purchased the 120-
acre Britt “Federal” MKA tract for a considerable sum of money and are the holder of a jointly-
executed certified-recorded Assignment and Bill of Sale from all four NMFU Partners.

In recognition of our pending Britt “Federal” MKA hearing that is presently scheduled for May 30,
1996, and also because of the NMOCD’s policy of discouraging formal discovery procedures, we
respectfully ask for your prompt and voluntary cooperation in providing the requested and needed
information. If Meridian’s allegations are incorrect, it is imperative that we be given an
opportunity to document such inaccuracies before the NMOCD. Likewise, if Meridian’s pleading
is partially or totally correct, the time has most certainly arrived for the true facts, as to the conduct
of the NMFU Partners and Meridian, to be placed on the table; and, for a complete and accurate
explanation to be provided as to why we were not previously informed of any such serious
allegation.

So as to officially document to the NMOCD that we have requested your prompt and voluntary
cooperation in supplying relevant information pertaining to Meridian’s above-referenced allegation,
copies of this letter are also being sent to the NMOCD. If you have any questions pertaining to this
matter, please promptly call or write, since time is of the essence. We will be looking forward to
you immediate reply and cooperation.

Yours very truly,

DOYLE HARTMAN, Oil Operator

o

Doyle Hartman

rjr: nmfu514
Enclosures
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cc:  New Mexico Oil Conservation Division
2040 South Pacheco Street
Santa Fe, New Mexico 87505
Attn:  William J. LeMay
Rand Carroll
Michael Stogner

Conoco, Inc.
10 Desta Drive, Suite 100W
Midland, TX 79705-4500
Attn: Laura Miller
Mim James
David Strople
Warren Richardson

ARCO Permian
600 N. Marienfeld (79701)
P.O. Box 1610
Midland, TX 79702-1610
Attn:  A.J. Best

John E. Lodge

Lee M. Scarborough

Amoco Production Company
510 Westlake Park Blvd.
P.O. Box 3092

Houston, TX 77253

Attn:  Jerry D. West

Meridian QOil Inc.
3300 N. A Street, Building Six
P.O. Box 51810
Midland, TX 79710-1810
Attn: Don W. Davis
Dennis E. Sledge
Leslyn Swierc

Gallegos Law Firm
460 St. Michaels Drive, Bldg. 300
Santa Fe, NM 87505
Attn: J.E. Gallegos
Michael Condon

U.S. Bureau of Land Management
1717 W. Second

Roswell, NM 88201

Attn: Armando Lopez

Chevron USA Inc.

15 Smith Road

P.O. Box 1150
Midland, TX 79710
Attn: James E. Baca

Chevron USA Inc.

1301 McKinney

Houston, TX 77010

P.O. Box 1635

Houston, TX 77252

Attn: C.S. Branstetter
Corry Woolington
Robert Sample

Apache Corporation
2000 Post Oak Blvd., Suite 100
Houston, TX 77056-4400
Attn: Deborah Pruitt
Scott Bell
Stuart Scharborough

Meridian Qil Inc.
5051 Westheimer, Suite 1400(77056-2124)
P.O. Box 4239
Houston, TX 77210-4239
Attn: Jim Buchanan
Randy Mundt

Kellahin and Kellahin

Attorney At Law

P.O. Box 2265

Santa Fe, New Mexico 87504-2265
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cc: Mr. Steve Hartman
Mr. Don Mashburn
Mr. Jefferson Massey
Ms. Carolyn Sebastian
Ms. Linda Land
Ms. Cindy Brooks
DOYLE HARTMAN, Oil Operator
500 North Main
Midland, TX 79702
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TABLE OF ENCL.OSURES

Acreage Ownership Plat, T-20-S, R-37-E, depicting (1) the 320-acre Meridian-operated
H.M. Britt Eumont Proration Unit consisting of the W/2E/2, E2W/2 Sec. 7, T-20-S, R-37-
E, Lea County, New Mexico and (2) the H.M. Britt No. 3 (G-7-20-37) and No. 12 (C-7-20-
37) Eumont wells simultaneously dedicated thereto under Order R-5448 dated June 8, 1977.

Three-dimensional schematic depicting the total surface area, the two separately-owned
Eumont tracts (200 acres and 120 acres), and the producing zones that comprise the
Meridian-operated 320-acre H.M. Britt Eumont Proration Unit.

Publicly recorded Chain of Title from 1926 to the present date corresponding to the existing
Meridian-operated 320-acre H.M. Britt proration unit consisting of the W/2E/2, E/2W/2
Section 7, T-20-S, R-37-E.

Excerpts from hearing transcript for NMOCD Case No. 5935 requesting approval of (1)
320-acre H.M. Britt non-standard proration unit and (2) simultaneous dedication of the
H.M. Britt Nos. 3 and 12 wells, which hearing resulted in the issuance of NMOCD order
R-5448.

NMCOD Order R-5448 which granted approval to Union Texas Petroleum for (1) 320-acre
H.M. Britt non-standard Eumont proration unit and (2) the simultaneous dedication of the
H.M. Britt Nos. 3 and 12 wells so as to effectuate the efficient and effective drainage of the
entire 320-acre proration unit.

Letter of July 20, 1989 from David L. Wacker (Hobbs Division Manager for Conoco, Inc.)
to Union Texas Petroleum giving notice to Union Texas of the NMFU’s sale effective
September 1, 1989, of 120 acres of the NMFU’s 50% ownership as to the 320-acre H.M.
Britt Eumont lease, and also informing Union Texas Petroleum, as operator of the H.M.
Britt proration unit, of their responsibility to * . . . appear before the New Mexico Oil
Conservation Commission to request a change in the gas proration unit . . .”

Union Texas Petroleum memorandum dated August 22, 1989, regarding Conoco’s letter of
July 20, 1989, and the NMFU’s sale to Doyle Hartman of its Eumont rights as to the 120-
acre portion of Federal Leasehold LC-031621(a) consisting of the W/2SE/4, SE/4SW/4
Section 7, which 120-acre tract is one of the two now separately owned tracts now
comprising the 320-acre H.M. Britt Eumont proration unit approved by NMOCD Order R-
5448.

NMFU Partner’s prior formal 8-step comprehensive procedure for disposal of NMEFU
properties which included the right of any one NMFU Partner to cancel the NMFU’s total
sale of a specific property.
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9. Certified and recorded Assignment and Bill of Sale, effective September 1, 1989, from the

10.

1.

12.

13.

14.

NMFU Partners (Conoco, ARCO, Amoco, and Chevron) to Doyle Hartman covering lands
from the surface to the base of the Eunice-Monument (Grayburg-San Andres) as to the
120-acre Eumont tract consisting of the W/2SE/4, SE/4SW/4 Section 7, T-20-S, R-37-E
including an 18.75% W.I. ownership [ 50% x (120/320) = 18.75%] and a 15% NRI
[(1-.125 -.075) x 18.75% = 15%] ownership in the 320-acre H.M. Britt gas proration unit
previously approved by the New Mexico Oil Conservation Commission (Order R-5448).

Federal Transfer of Operating Rights approved by BLM effective October 1, 1989,
corresponding to the NMFU Partners assignment (without any reservations as to the H.M.
Britt Nos. 3 and 12 Eumont wells) of a 50% W.I. from surface to the base of the Eunice
Monument Pool Interval as to W/2SE/4, SE/4SW/4 Section 7, T-20-S, R-37-E (120-acre
Britt “Federal” MKA Tract), which Transfer of Operating Rights, as per 43 C.F.R., Sec.
3162.1(a), is subject to state spacing and pooling statutes and the spacing and pooling orders
issued by state oil and gas conservation agencies, including the statutes, orders, rules, and
regulations of the State of New Mexico.

Letter from David F. Black of Union Texas Petroleum to Working Interest Owners dated
September 9, 1991, pertaining to Gas Balancing Statements as to the 320-acre H.M. Britt
proration unit wherein Meridian’s predecessor in interest, by September 1, 1991, had
officially and fully recognized Hartman’s assignment from the NMFU Partners of a 50%
working interest as to W/2SE/4, SE/4ASW/4 Section 7 (120-acre Britt “Federal” MKA tract)
and Hartman’s corresponding 18.75% ownership in the H.M. Britt Nos. 3 and 12 wells.

Letter from William J. LeMay to Doyle Hartman dated October 11, 1991, wherein Mr.
LeMay clearly verified that gas production as to the Brtt Wells Nos. 3 and 12
simultaneously dedicated to the 320-acre H.M. Britt Eumont proration unit should be
allocated to the interest owners in the entire proration unit.

NMSA 1978, Sec. 70-2-17.

NMSA 1978, Sec. 70-2-18.
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H. M. Britt Lease

320-acre Eumont Pool Non-Standard P.U.

Standard Eumont P.U. : One Governmental Section (1 sq. mi. or 640 ac.)

#12
(C-7-20S-37E)

#3
(G-7-20S-37E)

W/2 E/2, E/2 W/2 Section 7
T-20-S, R-37-E (320 acres)
NMOCD ORDER R-5448

NM STAT. 70-2-17
70-2-18

Alaska
Cooper .

,ﬂf///ﬂ/ﬂ/

----------------

s S ¢ : = .o
S RAAIININITITE

1.) Sec 7: W/2 SE/4, SE/4 SW/4 (120 acres 5,28¢:
Proposed Britt "Federal” MKA P.U.
Minimum DHOO Ownership = 50%

2.) Sec.7: W/2 E/2, E/2 Wi2 (320 acres)
Acreage Dedicated to H. M. Britt # 3 & 12 Wells
(5,280" x 2,640' = 13,939,200 sq.ft. = 320 acres).
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120 - Acre Tract: 50%
320 - Acre Tract: 50% x (120/320) = 18.75%

DOYLE HARTMAN, Oil Operator (DI1OQ0)




1926

USA
W2 Ef2,
E/2 W12

Sec. 7

100%

320 ac.

11-11-26

Harry M. Bntt
Original Permittee
O & G Prosp
Permit
LC-031621
100% of LHR

2-23-27

Marland
(Conoco )
100% of
Leasehold Rights
(Britt 71/2% ORRI)

NMFU Partners

Marland - 75%

(Conoco)

Califomnia Co.- 25%

{Chevron}

Total 100%
320 ac.

2-13-35
1-16-36

Publicly Recorded Chain of Title

H. M. Britt Eumont Proration Unit
WI2 E/2, E/2 W/2 Sec. 7, T-20-S, R-37-E
Lea County, New Mexico
(320 acres/Order R-5448/N.M. STAT. 70-2-17)

1995

Hartman
718X 12 x 12 | W2 ERERW?2 | 9191
— Sec 7 L
21.875 % of P.U.
- 70.00 ac.
Phillips
25%
6-1-91
80 ac.
Davidson
i 118 xr:m X112 | WIERRERWI2 | g4.94
—— Sec. 7 »
3.125 % of P.U.
10.00 ac.
Y2 x 112 Hartman —
5.29.35 ; Meridian
Anderson- WRERER W2 9.1.91 W/2 E/2,E/2 Wi2
R. H Henderson | 2-27-35 Prichard 3-10-36 ——P Sec. 7 L Sec 7
P 50 % > 50 % - 91/128 x 1/6 x 12 x 112 N.@mwww\o of P.U. 498372 % of P U.
160 ac 160 ac. ac. 159.48 ac.
112 x 172
Texas Pacific Sun 10-1-84 Davidson
116 x 12 x 1/2}(Jos. E. Seagrams | 8-28-80 (Sun - Texas) 4-10-87 W/2 mm\Nm\wm Wi2 | 9-1-91
— & Sons) 41667 % of P.U — ec. L
4.1667% of P.U. 133320 32128 x 16 x 1/2x 1/2) 10417 % of P.U
13.33 ac. . ' 333 ac.
12
(160 ac.) H
Anderson 11-1-60 JE Burretal
son-
i 8-20-69 5128 x 116 x 112 x 1/2 Wiz B2 B12 Wi2
Prichard f — Sec. 7
25% EE— / 0.1628 % of P.U.
80ac. 0.52 ac.
uTPC
112 56 x1/2x1/2 W/2 Ef2,E/2 WI2 9-1-91
{160 ac.) — Sec. 7 -——
20.8333 % of P.U.
66.67 ac.
NMFU Partners
Retained 1/2 of 200 ac.
8/8 x 200/320 x 1/2 W2 NE/4, Ef2 NW/4
4 NE/4 SW/4 Sec. 7
31.25%o0f P.U
100.00 ac.
NMFU Partners NMFU Partners
Marland - 37.5% Conoco 12.5% —
{Conoco) 7-1-35 | Chevron 12.5%
California Co. Arco 12.5% 9-1-89
’ (Chevron) - 12 5%} P Anoco 12.5% - —-
Subtotal 50% Subtotal 50% A
160 ac 160 ac,
Hartman Acquired
1/2 of 120 ac
8/8 x 1204320 x 112 wiz mmmmqmmk SWi4
1875 % of P U
GO0 ac




CASE 5935: UNION TEXAS PETROLEUM FOR
A NON-STANDARD PRORATION UNIT ANO
SIMULTANEQOUS DEDICATION, LEA COUNTY, MM
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SEL STAMETS: At this time we will cull Case

0
w
%]

Numier 5
HS. TESCUHEWRDORF: Case 5919, application c¢f Union
Tezas Petroleum for a non-standard proration unit and
simultanecus dedication, Lea County, Haew Mexico.
MR. EATON: Paul Eaton with the firm of Jlirkle, Cox,
Eaton, Coffield and Illensley representing Union Texas Petroleum
and I have one witness.

(THEREUPON, the witness was duly sworn.)

CARL ENGWALL

called as a witness, having been first duly sworn, was examined

and testified as follows:

DIRECT EXAMINATION

BY MR. EATON:
Q Would wvou please state your name and place of
residence?

A Carl Engwall, Roswell, New Mexico.

Q What is your occupation, Mr. Engwall?
A I'm a Consulting Geological Engineer.
Q Have you been engaged by Union Texas Petroleum to

testify in its behalf in this case?
A Yes, I have.

Q llave you »reviously testified before the 0il Conserva
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tion Commission as a aeelocical engineer?

A Yes, sir, T have.

d Are vou {amiljiar with the application in this caze?

A Yes, I an.

o Ythat does Union Texas Petroleum seek by its applica-
tion?

A Union Texas seeks the approval of a three hundred

and twenty acre non-standard gas proration unit comprising the
east half of the west half, the west half of the east half of
Section 7, Township 20 South, Range 37 East, Eumont Gas Field,
Lea County., New Mexico. They propose to dedicate the No. 3
Britt Well vhich ic located twenty-three ten from the north
and sixteen hundred and fifty feet from the east line of
Section 7 and their application for the No. 12 Eritt which is
twenty-three ten from the west and three thirty f{rom the north
line of Section 7 in the three hundred and twenty acre non-
standard prbration unit, both being non-standard locations.
The No. 3 is already dedicated to the three hundred and twenty
acres and they are seeking to dedicate the No. 12 and seek a
one-well allowable for both wells on this proration unit.

Q You have prepared certain‘exhibits for presentation,
have you not?

A Yes, I have.

Q Please refer to what has been marked as Exhibit

Numbexr One and state what it portrays?
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h. It's a copy of a lina miay, Lea County, New Mexico,
showing a portion of the arca arcund Sectiorn 7, Township 20

South, 37 East. The do. 2 Britt well, a vroducing well, and
the No. 12 proposed well in Section 7 have been circled in
red. The three hundred and twenty acre proration unit has

been outlined in red.
Q I believe you stated that the wells lie in the

Eumont Gas Pool?

A Yes, they do.
Q what is a standard proration unit for that pool?
A Six hundred and forty acre spacing on the standard

proratioan unit.

Q. Is the No. 3 Britt Well also at an unorthodox
location?

A Yes, sir, it is.

n What formation are these wells completed in?

A The Eumont gas field comprirses the Yates, Seven

Rivers and Queen section of the Permian.

Q Thank you. Vould you refer néw to what has been
marked as Exhibit Number Two and State what £hat is?

A It is a copy of the C-102 location plat that was
submitted by Union Texas to the New Mexico Oil and Gas
Commission, showing the location of the No. 12 Britt Well in
Section 7.

[} All right. Next would you refer to what has %“een

o
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Exhibit Nunber <ix is the production from the seven

wells that I have circled in blue on this Exhibit Nurber Five

showing their cumulative production to January lst of 1977 in

MCF per well and the production in MCF for each well for the

month of February 1977. It shows that a considerables number

of cubic feet of gas have been produced from these wells and

a majority of them are still producing at a commercial rate.

Q

Mr. Engwall, in your opinion will the Britt No. 3

and No. 12 Wells effectively and efficiently drain the three

hundred and twenty acres sought to be dedicated to those

wells?

A

I believe they will, the No. 12 Dritt being slightly

up dip from the No. 3 should help drain adequately =he three

hundred and twenty acre proration unit.

Q

211l right, in vour opinion will approval >f this

application be in the interest of conservation and will it

prevent the drilling of any additional wells as being

unnecessary and will it prevent waste and will it protact

correlative rights?

A

o

©

I believe it will, sir.
Were Exhibits One, Five and Six prepared by you?
Exhibits One, Five and Six were copied by me.

Were Exhibits Two and Three filed by the Company

with the Commission as official documents?

A

Yes, they were.

4res,

St S i Tadaf
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=2 Allied
<@ Chemical

Unlon Teras Petroleum Divislon
1300 \Wéco Nuddng
Kdalng, Teeas 19701

Lpril 14, 1977

CERTIFIED

SEF ATTACHED VAILING LIST

Pe: Union Texas Pelroleum's
Britt Well £12
ut. C, Sec. 7, T-20-S, R-37-E
Lea County, New Mexico

Gentlemen:

In compliance with the State of MHew HMexico 0il Censervation Commission
Pule 104, the attached is to notify you of our application for appraoval of
a non-standard gas proration unit for the subject well.

Very truly yours,

UNION TEXAS PETROLEUM, A Rivision

of Allied Chemical .€orporation

— / . /)/ 7 '
A A

Stanley A. Post

Senior Production Analyst

SAP :hb
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED RY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 59135
Order No. R-~5448

APPLICATION OF UNION TEXAS PETROLEUM

FOR A NON-STANDARD PRORATION UNIT AND
SIMULTANEOUS DEDICATION, LEA COUNTY,

NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on May 25, 1977,
a2t Santa Fe, New Mexico, before Examiner Richard L. Stamats.

NOW, on this 3th day of June, 1977, the Commission, a
quorum being present, having considered the testimony, the record,

and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

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

(2) That the applicant, Urnion Texas Petroleum, seeks
approval of a 320-acre non-standard gas proration unit comprising
the E/2 W/2 and W/2 E/2 of Section 7, Township 20 South, Range
37 East, NMPM, Lea County, New Mexico, to be simultaneously
dedicated to applicant's Britt Wells Nos. 3 and 12 located at

unorthodox locations in Units G and C of saild Section 7,
respectively.

(3) That the entire non-standard proration unit may
reasonably be presumed productive of gas from the Eumont Gas
Pool and that the entire non-standard gas proration unit can be

efficiently and economically drained and developed by the
aforesaid wells.

(4) That Commission administrative order NSP-11 should '
be superseded. :

(5) That approval of the subject application will afford
the applicant the opportunity to produce his just and equitable
share of the gas in the Eumont Gas Pcol, will prevent the ec0nom1c
loss caused by the drilling of unnecessary wells, avoid the
augmentation of risk arising from the drilling of an excessive



‘2_
Case No. S9135
Order No. R-5448

number of wells, and will otherwise prevent waste and protect
correlative rights.

IT IS THEREFTORE ORDERED:

(1) That a 320-acre non-standard gas proration unit in the :
Eumont Gas Pool comprising the E/2 W/2 and W/2 £/2 of Section 7, |
Township 20 South, Range 37 East, NMPM, Lea County, New Mexico, i
is hereby established and simultanecusly dedicated to the Union ;
Texas Petroleum Corporation Britt Wells Nos. 3 and 12, located H
at unorthodox locations in Units G and C of said Section 7, '
regpectively. .

(2) That Commission administrative order NSP-11 is hereby
- superseded.

(3) That jurisdiction of this cause i3 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 herein-
akbove designated.

STATE OF NEW MEXICO
OIL CONSERVATICN COMMISSION

,3¥%2%i2‘;zif;:2ffiza¢?

|
1
PHIL R. LUCERO, Chairman i
1
)
H

2
Wik
. er & Socretary

~

SEAL

ic/
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STATE OF NEW MENICO
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81501
DIKECTOR LAND COMMISSIONER SVATE GEOLOCGIST
JOE D. ILAMEY PHIL R, LUCERO EMERY C. ARNOLID) §ﬂ
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June 9, 1977

Re: CASE NO. 5935

Mr. Paul Eaton ORDER NO. R-5448
Hinkle, Bondurant, Cox

& Eaton
Attomeys at Law Applicant:

Post Office Box 10
Roswell, New Mexico 88201

fon_Texa um

Enclosed hercwith are two copies of the above-veferenced
Comaission order recently entercd in the subject case.

sYours very truly,

) AN A S D
sAr LT T
A a7

7/ JOE D. RAMEY %
L/Director

TR

.

ot

0
2

JDR/ £d

Copy of order also sent to:

Hobbs 0CC X
Artesia OCC %
Aztec OCC

Other
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July 20, 1983

Unfon of Texzs Petroleunm
P.O. Bex 2120 )
Housten, TX 77252-2120

Gentlemen:
Gas Proration Uniz

Union Texas’ oparated - Britt Lease
N2 Countv, Hew Mexico

Plsase be ydvised the Britt Federil MXA Lease (120 acres - W/2SE/¢, SESY,
Sectien 7, T20S, RITE, Lei County, Kewv Mexico) {5 being sold by Cenoco on
bahalf of the RMFU partners (Conoco, ARCO, Ameco, nd Chevron). . Cenees

also owns 3 12.5% Wl in the Britt tease which Unfon Texis. eperites
(M/2NE/4, E/2K¥/¢ and NESW, Sactton 7, T20S. R3IVE). The adbova mentiened

acreige {5 part of in existing 320-acre gis proratien unit. The sile of
the Britt KXA Lease will be effactive September ), 1989

Ay eperitor of fha Britt B tease §t will be your responsibility to asvear
before the New Hexjco DIl 3ad Gis Cemmission to request 3 charge §n the gus

prorition unit. We hive 2ttiched 3 mip showing the acreige previously
discussed. ‘

1f you have any questions plezse contact Mr. David Lindroos (305) 337-%295,
Yery truly yours,

IWIDYA

David L. Wicker
Division Miniger

DAL/tk
150

cer HAL WuB OFF DCS JEP JLH



Memorandum

UnionTexss Petroleum

Cale.

Jo

From.

F?E:C:E:IV’EKD
August 22, 1989 AUG 23 1989
B.S. Hamilton

C.¥. Latch o g

BRITT LEASE

EUMONT GAS POOL
SECTION 7, T20s, R37E
LEA COUNTY, NEW MEXICO

LAND OPERATIOWNS

Attached is a letter from Conoco on behalf of themselves,
ARCO, Amoco, and Chevron stating that they are selling their
combined 50% W] in the 120 acre MKA Oil Properties Britt
Federal Lease (see pink highlight on attached map) effective
9/1/83. Conoco has verbally informed us that Doyle Hartman
is buying this interest. The current gas proration unit
encompasses the entire 320 acres outlined in red on the
2ttached map. This proration unit was established by KMOCD
Order No. R-5448 (attached). The two Eumont Gas Pool wells
referenced by the aforementioned Order are the UTP Britt
Nos. 3 and 12, and are located in Unit Letters G and C of
the yellow highlighted map area. After this sale is

completed, Working Interest will no longer be common in the
current proration unit.

Conoco states in this letter that it is UTP’s responsibility
to request a change in the gas proration unit as 3 result of
this sale. Informal discussion with NHOCD representative
Hike Stogner in Santa Fe, NM indicates that unless there is
some out-of-the-ordinary or extraneous 1lease provision,
Conoco’s Working Interest sale will not affect our proration
unit. However, a complete lease investigation may reveal
the need for a Compulsory Pooling Hearing to avoid 2 loss of
dedicated acreage and a reduction of gas allowable. The

Hidland District requests your assistance to investigate and
fully clarify this matter.

RIP/ejw
3:rjp00033

cc: W.N. Hahne
G.R. Hendricks
R.J. Paradiso
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DISPOEAL OF NMrU PROPERIY

J

Identify list of unprofitadble leasas.
Comrunicata list to NMFU partnsrs,

Working intereat ownard approve or reject the sale of aach lease. ne
disapproval eliminatss that leasa frcm possible sale at that tima,

Cparavor sends out bid letters with {nformation partaining to leage
ownership, wall data, production, operating cost and revanue repore,
contraces, equipment liata, and any outside reports on the leass,

Operator acguires bids on pogsible leases for all NMFU working
{ntaresc ownerg panding BLM approval.

Highest bide are sent o wrking {nterest cwners for approval of
gale, Ona working interegt owner not sccepting the bid eliminates that

legse frow possible sale at that time.
Operator obtains 8LM mporoval to aell leases to highest bicdder.

perator and working intavegt owners makxe transfers of ProperTty upon
receipt of BIM approvel.
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KHFU

ASSIGNMENT AND BILL OF SALE

Property Name: Britt Federal MKA
STATE OF KEW MEXICO

COUNTY OF LEA

KNOW ALL MEN BY THESE PRESENTS:

That CONOCO INC., AMOCO PRODUCTION COMPANY, ATLANTIC RICHFIELD
COMPANY, and CKEYROKR U.S.A. INC. (collectively, “Assignor®), for and in
consideration of the sum of Ten Dollars ($10.00) and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged., for
the mutual covenants herein contained, and subject to the reservations,
conditions and covenants hereinafter provided, does hereby GRANT, BARGAIN, SELL,
CONYEY, and ASSIGN, without warranty of title, either express or implied, unto
DOYLE KARTMAN, (“Assignee”), whose address §s P.0O. Box 10426, Kidland, Texas
79702, his heirs, successors and assigns, a1l of the Assignor’s right, title and
fnterest in and to the ofl, gis and mineral leases described in Exhibit A,
attached hereto and made a part hereof, LIMITED TO the depths specified on
Exhibit A, and the leasehold estates created thereby, together with all rights
and privileges appurtenant thereto, and all contracts, agreements, permits,
franchises, Yicenses, easements, servitudes, and rights-of-way pertaining to the
assigned interest or the production and marketing of hydrocarbons therefrom,

Assignor ilso does hereby grant, bargain, sell, transfer, assign,
conavey and deliver unto Assignee, Assignee’s heirs, successors and assigns, all
of Assignor’s right, title and interest 1in and to the personal property,
material and equipment used for and in conjunction with the subject leases, for
oil and gas purposes, except as otherwise reserved herein,

The entire right, tftle, interest, and estate assigned is hereinafter
collectively referred to as "Property.”

This Assignment and 8111 of Sale {s made subject tc the exceptions,
reservitions, covenants, and conditions hereinafter set forth:

1. This Assignment and Bi1l of Sale {s made by Assignor and accepted by

Assignee without representatfon of or warranty of title either express
or implied.

2.  Assignor excepts from this Assignment and Bill of Sale and reserves to
{tself all rights, title, interest, and estate not expressly assigned
hereby, the right of {ngress and egress, and such other rights and
easements under and by virtue of said Property, (ncluding without
Yim{tation the concurrent use of water, as may be necessary or desir-
able to explore, develop, and operate the retained interest of Assignor
in said Property.
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This Assignment aad Bill of Sale s made and accepted, subject to, and
Assignee hereby assumes, any and a1} overriding royalties, payments out
of production, net profits obligations and other burdens or
encumbrances to which said Property may be subject.

Ass(%nor shal)l be responsible for all taxes arising from operation of
the Property and production therefrom prior to September 1, 1989 (the
“Effective Date®). Assignee shal) be responsible for all taxes arising
from operation of the Property.and production therefrom after the
Effective Date. Property taxes for the current tax year shall be
prorated between Assignor and Assignee as of 7:00 a.m., Mountain
Standard Time on the Effective Date. Assignee shall pay and bear !
sales taxes, if any, and a)l documentary transfer taxes relating to the
transfer of the Property. Assignee shall promptly cause this
Assignment and Bi1l of Sale to be recorded and shall furnish Assignor
with a recorded copy thereof. Assignee shill pay and bear al?
recording fees and similar costs relative to the Property it acquires.

Assignee by these presents assumes and agrees fully to perform all of
the Assignor’s express and (mplied covenants and conditions under the
terms of the Property assigned herein together with a1l orders and
contracts of whatsoever kind to which said Property may be subject,
from and after the Effective Date hereof, fncluding, but not limited
to, those set forth in Exhibit A hereto.

After the Effective Date, Assignor shall have the right to hold all
production prior thereto attributable to the Property for Assignor's
account and thereafter for the account of Assignee. In accounting to
Assignee for revenues received by Assignor after the Effective Date,
Assfgnor shal) offset all attributable costs of production, inciuding
overhead (such costs to be computed {n accordince with Assignor’'s
existing accounting practices) against net revenues accruing to the
Property from proceeds from the sale of such production. Net revenues
shall be the proceeds remaining after deduction of a1l royalties,
overriding royalties, and any severance, production, and prorated ad
velorem taxes, windfall profits taxes, and all other taxes [except
federal income tax), and any other piyments out of or with respect to
production with which the Property is burdened or encumbered. If such
revenues are {nsufficient to offset such costs, Assignee agrees 1o
remit payment to Assignor for the difference within thirty (30) days of
receiving Assignor’s fnvoice.

If 1t becomes necessary to plug and ibandon any well(s) covered under
this Assignment and Bill of Sale, Assignee, at Assignee’s sole risk ard
expense, will plug and abandon safd well(s) 1in accordance with al}
local, state and federal rules and regulations, and will restore the
premises to the condition they were {n prior to the drilling of said
well(s). Assignee further agrees to {ndemnify and hold Assignor
harmless from any l{abi{l{ty or expense that may become due or payable
in connection with any well(s) plugged before or after the Effective
Diate, whether or not such Yiabiltty or expense is {ncurred as a result
of demands made by an authorized regulatory body., or any partly or
parties claiming to have a vested interest in the subject Property, or
otherwise, Assignee shall comply with all bonding reguirements imposed
by applicable state or federal laws or regulations, including the
provisions of N.M. STAT. ANN. 70-2-14. Satisfactory evidence of
compliance with such laws or regulations shall be a condition precedent
to closing.

Assignee accepts said Property subject to all of the express and
impl{ed covenants and obligitions pertaining thereto. Assignee
indemnifies and agrees to respond to, defend, and hold Assignor harm-
Yess from and against, any and al) demands, claims for damages, and
forfeitures made by any person, partnership, corporatfon, or other
legal entity, that are based on any fallure, or alleged fatllure, of
Assignee to comply with the express or f{mplied covenants of  said
property (including, without limitation, any claims by royalty owners
for royalties or additional royaities for productfon on or after the
Effective Date). Assignee shal} further indemnify and agree to respond
to, defend, and sive Assignor, its officers, directors, and employees,
harmless from and against any and all loss, cost (including court
costs), expense (including attorneys’ fees), and claims for damages (or
wrongful death) of every kind and character to persons or properly
based on, created by, or arising out of or in connection with, or

-2-
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In the event Assignee elects to surrender or abandon said Property, or
in the event production, or allocation of production, ceases on said
Property, Assignee agrees to {mmediately notify Assignor tin writing.
Assignor shall have the right, but not the obligation, to taike
reassignment, at no cost to Assignor, of al) or part of said Property,
within twenty days of receipt of said motice. Fallure to timely reply
to said notice shall be construed as a watver of Assignor’s right to
reassignment. Upon such reassignment, the assigning party shill be
relieved from all obiigations thereafter accruing, but not theretafaore
accrued, with respect to the ({nterest reassigned. The parties’
assignee will then pay the assigning party- the reasonable salvage value
of the assigned {nterest, less estimated salvage and plugging costs.

Assignor and Asgsignee expressly agree that Assignor retains the
exclusive right, power and authority to {inftiate the °good faith
negotfation procedures® specified in 18 C.F.R. 270.20], as amended,
with respect to any gas siles contract or certificate encumbering the
Property. Assignor retains any of the rights, powers or authority that
Assignor had prior to the execution of this Assigament and 8111 of Sale
with respect to such "good faith negotfation procedures.” Assignor is
expressly given full power, right and authority to inftiate, or not to
fnttfate, such ®good faith negotiation procedures”; and Assignor shall
not be 11able for any loss or damage which may be sustained due to such
procedures. Any failure by Assignee to observe the foregoing shald
constitute a materfal breach of this Assignment and Bill of Sale and
Assignee agrees to fully indemnify and hold Assignor harmless from and
against all costs, losses, expenses, attorney's fees, and damiges
{including indirect and consequential damages) sustiined by Assignor by
reason of such breach. Assignee shall promptly file for well category
determinations and qualifications with appropriate Jurisdictional
agencies {n accordance with the Natyral Gas Policy Act of 1978 and the
rules and regulations fssued thereunder. Assignee shall include in any
document by which it may subsequently sell, exchange, or transfer all
or any part of the Property a similar provision as to Assigfor’s right

and which {in form and substance effectively binds any successor or
assign to observe the conditions and limitations set forth herein for
Assignor’s benefit.

Prior to any transportation of natural gas produced from any of the
acreage issigned hereunder that could make Assignor subject to the
crediting mechanism described in Section 284.8 (f) or 284.9 (f) of the
Regulations of the Federal Energy Regulatory Commission ("FERC"). as
promulgated in Order Number 500 and 500-8, -C, and -0, or successor
requlatfons, Assignee shall attempt to obtain the agreement of each
potential transporting pipeline not to assert rights under such FERC
reguiations to credit volumes of gas produced from or allocited to the
screage covered hereby and shipped on such transporting pipeline
{“subject gas") against contractual or other obligations of suth
transporting pipeline to Assignor. If Assignee is wunsuccessful in
obtaining such agreement(s) from the transporting pipeline(s). Assignor
shall execute and deliver such offer(s) of credits(s) or other document
as may be required under FERC Regulations to make the subject gqas
eligible for transportation on the transporting pipeline(s), ynless the
execution and delivery by Assignor of such an offer(s) of credit(s)
would cause the above described crediting against any obligation
(whether relating to the acreage covered hereby or any other interest
owned by Assignor) of the transporting pipeline to Assignor to occur.

1f gas produced from or allocated to properties or interests (i)
retained by Assignor hereunder, or ({1) owned by Assignor and not the
subject of this transaction ("retained gas®) 1{s ineligidble for
transportation on the transporting pipeline unless Assignee executes an
offer(s) of credit(s), Assignor shall attempt to obtain the agreement
of such transporting pipeline to waive such conditfon that Assignee
execute an offer of credits. I1f Agsignor ts unsuccessful in obtatning
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such waiver agreement(s) from the transporting pipeline(s), Assignee
shall execute and deliver such offer(s) of credits as may be required
under FERC Regulations to make the retiined gas eligible for
transportation on the transporting pipeline(s), ynless the execution
and delivery by Assignee of such offer(s) of credit(s) would cause the
above described crediting against any obligation (whether related to
the acreage covered hereby or any other interest owned by Assignee) of
the transporting pipeline to Assignee to occur. However, if the denfal
of offer(s) of credit(s) would preclude sale of the gas by Assignor,
Assignee agrees to negotiate in good faith to provide the necessary
offer(s) of credit(s) ?or transportation of the gas.

12. This Assignment and Bill of Sale and all rights, reservations, an¢
covenants in connectfon therewith shall be considered covenants running
with the lands and shall f{nure to and be binding upon the parties
hereto, their heirs, personal representatives, successors, and assigns;
PROVIDED, HOWEVER, no transfer or encumbrance of any of said Property
shal) be made unless the same be made expressly subject to this
Assignment and 8911 of Sale and unless the vendee, assignee, or
trinsferee, shall assume 21l or the applicable part of the obligattons
hereunder; PROYIDED, FURTHER, no transfer of any of said Property shall
be valid or have any force or effect unless Assignor {s furnished with
a4 certified copy of the recorded instrument or order of a competent
court evidencing the transfer of ownership. The address for the giving
of all notices required hereunder, until changed by written notice to
the same address, shall be as follows:

ASSTGNOR:

Conoco Inc. Chevran U.S.A. Inc.

Real Property Administration P.0. Box 163§

P.0. Box 1267 Houston, TX 77001

Panca City, OK 7460)

Amoco Production Co. Atlantic Richfield Co.

P.0. Box 3092 P.0. Box 1610 -
Houston, TX 77253 Kidland, TX 79702

ASSIGNEE:

Doyle Hartman
P.0. Box 10426
Midland, Texas 79702

13. Assignee shall comply with al) applicable laws, ordinances, rules, and
regulations and shall promptly obtain and maintain all permits required
by public authorities in connection with the Property.

14. As pirt of the consideration for the execution and delivery of this
{nstrument by Assignor, Assignee agrees to all of the terms and
provisions hereof and Joins in the execution of this instrument to
evidence this agreement.

15. Assignee acknowledges that it has been cautioned that ofl and gas
producing formations may contain naturally occurring ridioactive
oiterfa) (NORM). Production activities can result {n the concentration
of certain levels of NORM on production equipment and pipe so that,
when brought to the surface, a health hazard may exist {n connection
with the removal, handlihg and/or disposal of such KORH-contaminated
equipment or pipe, {f proper environmental, regulatory and industrin)
hygiene procedures are not observed. The presence of NORM in or on
factilities or equipment on the Property as of the Effective Date shall
ba the sole responsibility of Assignee, and Assignee shall {ndemnify
and hold Assignor harmless from any and all claims or liabilities
arising from the presence of or {n connection with the use, removal,
handling or disposa) of NORM-contaminated equipment or pipe.

TO MAVE ARD TO HOLD the Property granted, bargained, sold, conveyed,
transferred, assigned and delivered as aforesatd unto Assignee, Assignee’s
successors and assigns, subject to the matlers set forth herein; PROVIOED,
HOWEVER, THIS ASSIGNMENT AND BILL OF SALE 1S MADE AND ACCEPTED W]TKOUT WARRANTIES
OF ANY KIND, EXPRESS OR IMPLIED, IWCLUOING WARRANTIES RELATING TO (i) TITLES TO

“4-
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THE SUBJECT PROPERTY AND (1) THE CONDITION OR MERCHANTABILITY OF THE
SUBJECT PROPERTY OR THE FITNESS OF THE SUBJECT PROPERTY FOR A PARTICULAR
PURPOSE OR PURPOSES. ASSIGNEE MAS INSPECTED THE SUBJECT MATERIAL, £QUIPMENT
AND PERSONAL PROPERTY AND ACCEPYS THE SAME °"AS IS, WHERE IS;® Provided,
Further, this Assignment and B{11 of Sale {5 made with full substitution and
subrogation of Assignee i{n and to all covenants and warrinties by others
heretofore given or made {n respect of the subject Property or any part
thereof insofar as such covenants and warranties extend beyond the Effective
Date,

Execyted thu& day of , 1989, but EFFECTIVE September 1,
1989, 7:00 a.m. Mountain Standard Time.

By:

avig L. Wacker, Attorney-in-tact ~

AMOCO PRODUCTION COMPANY

By:

Printed Name:

Title:

ATLANTIC RICHFIELD COMPANY
By:
Printed Name:

Title:

CHEVRON U.5.A. INC.

By:

Printed Name:

Title:

ASSICNEE: Buyers Name
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STATE OF NEW MEXICO

COUNTY OF ,‘&_&_

THE foregoing instrument was acknowledged before me this (L‘day of
. 1989, by David L. Wacker, Attorney-in-Fact of CONOCO INC., &
elayjre corporation, on behalf of said corporation.

Q Given under my hand and official geal of office, this éZin’diJ of
L] 1989< i

( N ‘ B Kotary 5ubi1c
/,'?:‘\A : e- < r(‘ N

{ Y L OTARYy:
wy q:«\ﬁ?uS&nring!s:
' 8oy

STATE OF
COUNTY OF
The foregoing {nstrument was acknowledged before me this day of

' 1989 ’ b,)' N of AMOCO
FRODUCTTON COMPANY, a corporation, on behalf of said corporation.

Given under my hand and official seal of office, this day of

Notary Public

(’_\\ My Commission Expires:
STATE OF
COUNTY OF
The foregoing {nstrument was acknawledged before me this day of
. 1989, by R of ATLANTIC
KTTAFTELD COMPANY, a corporation, on behalf of sald corporation.
Given under my hand and offictal seal of office, this day of
v 1989,

Notary Pubiic

My Commission Expires:

noco Approval
ad August 25, 1989
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THE SUBJECY PROPERTY AND (1t} THE CONDITION OR MEIRCKANTARICITY OF THE
SUBJECT PROPERTY OR THE FITHESS OF THE SUBJECT PROPERTY FOR A PARTICULAR
PURPOSE OR PURPOSES. ASSIGNEE HAS INSPECTED THE SUBJECT MATERTAL, EQUIPMENT
AND PERSONAL PROPERTY AND ACCEPTS THE SAME "AS 1S, WHERE IS5:" Provided,
Further, this Assignment and Bill of Sale {5 made with full substitution and
subrogation of Assignee in and to all covenants and warranties by others
heretofore given or maude in respect of the subject Property or any part
thereof insofar as such covenants and warranties extend beyond the Effective
Date.

Executed this NS day of% , 1989, but EFFECTIVE September 1,
1989, 7:00 a.e. Mountain Standard Time,

ASSIGNOR: CONOCO INC.
By:

Tavid 1. Wacker, Attorney-in-Fact -

AMOCO PRODUCTION COMPANY
By:

Printed Name:
Title:

ATLANTIC RICHFLELD COMPANY

By Nser e SN Y By
Printed Kine: e LR MGNSTT,
Title: i - Fast

CHEVRON U.S.A. INC.
By:
Printed Name:

Title:

ASSIGHEE: Buyers Name
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STATE OF WEW MEXICO
COUNTY OF

THE foregoing instrument was acknowledged before me this of

, 1989, by David . Wacker, Attorney-in-Fact of CONGCO INC

1
FeTaware corporation, on behalf of safd corporation.

Given under my hand and officia)l seal of office. this diy of
1989. ’

(\ . Rotary PubTic

My Commission Expires:

STATE OF
COUNTY Of

The foregoing instrument was acknowledged before me. this day of

. 1983, by of  AMOCO
PRODULTTON COMPANY, a corporation, on behalf of said corporation.

Glven undgeB; my hand and official seal of office, this day of

Rotary Public

My Commission Expires:

-
STATE OF JrAS
couRTY Of Md faud

/
The foregoing 1nstrumcnt wis acknowledged before me this »U day of

. 1989, by sg.us “%:E,ﬁm—\ ATLANTIC
OMPAKY, a corporation, on dehalf of mﬁ %ondon

?
C Gtvén under my hand and offic{al seal of office, this ,l?"‘/day of
, 1989,
;oiary %ugé\'c

My Commission Expires:

L2-12-9 2

~ 4
S ¢ SlAR
- H {', SLANS3INN EVERES
' . i 'M'/ DSC—I.3‘R 12, 1252

RCO Approval
ad August 22, 1989
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THE SUBJECT PROPERTY AND (f1) THE CONDITION OR MERCHANTABILITY OF THE
SUBJECT PROPERTY OR THE FITNESS OF THE SUBJECT PROPERTY FOR A PARTICULAR
PURPQOSE OR PURPOSES. ASSIGNEE HAS INSPECTED THE SUBJECT MATERTAL, EQUIPHENT
AND PERSONAL PROPERTY AND ACCEPTS THE SAME "AS IS, WHERE 1IS:" Provided,
Further, this Assignment and B111 of Sale 15 made with full substitution and
subrogation of Assignee in and to all covenants and warranties by others
heretofore given or made {n respect of the subject Property or any part !

thereof insofar as such covenants and warranties extend beyond the Effective
Date.

"
Executed this DS day of Agggst , 1989, but EFFECTIVE September |,
1989, 7:00 a.m. Mountain Standard Time.

ASSIGNOR: CONOCO INC.

By:
David [ Wacker, Attorney-in-Fact -

A;OZ PRODUCTION CQEMPANY -~
By: N ‘;/, XZ' g

T R Thar 7
pr1n;1§]§.me; X P J;{tfipld AFFROVLD |
Title: Attorney - In - Fact f;;;z°’}

ATLANTIC RICKFIELD COMPANY

By:

Printed Kame:

Title:

CHEVRON U.S.A. INC.
By:

Printed Name:

Title:

ASSIGNEE: Buyers Name . S~

Amoco Approval
.uted August 25, 1989



noco Approval

e Q4N phe
STATE OF NEW MEXICO
COUNTY OF
THE foregoing instrument was acknowledged before me this day of
. 1989, by David L. Wacker, Attorney-in-fFact of CORDLG InC., ,
BeTaware corporation, on behalf of said corporation.

Given under my hand and official gseal of office, this day of
, 1989.

Rotary Public

My Commission Explires:

STATE OF B ApS
COUNTY OF A/A€L /S

The foregoing instrument was acknowledged before m this 25+ day of

, 1989, by Y. 9 of AMOZO
1] COHPANY, 8 corpo on, on of said ¢ ont on.
Given wunder my hand and offfctal seal of office, this 2S¢ day of
, 1988,
e *\5 ,\ o otary ic
N YA PR .
"'\‘f;f? LB Sherial N. Johfison -
“ 7
(oﬁv sygtm Ixpires:
7/90 55
STATE OF
COUNTY OF
The foregoing {nstrument was acknowledged before me this day of
, 1989, by of ATLAN 4
RICHFTELD COMPANY, a corporation, on behalf of sald corporation.
Given under my hand and official seal of offfice, this _ day of
. 1989,

Notary PubThc

My Coamission Expires:

-6-

ed August 25, 1989
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THE SUBJECT PROPERTY AND (tf) THE CONDITION OR KERCHANTABILITY OF THE
SUBJECT PROPERTY OR THE FITNESS OF THE SUBJECT PROPERTY FOR A PARTICULAR
PURPOSE OR PURPOSES. ASSIGNEE HAS INSPECTED THE SUBJECT MATERIAL, EQUIPHENT
AND PERSONAL PROPERTY AND ACCEPTS THE SAME “AS IS, WHERE [S:" Provided.
Further, this Assignment and Bi1) of Sale s made with full substitution and
swbrogation of Assignee in and to a)l1 covenants and warranties by others
heretofore given or made in respect of the subject Property or any part
thereof insofar as such covenants and warranties extend beyond the Effective
Date.

Executed this £ day of Q%q , 1989, but EFFECTIVE September 1,

1983, 7:00 a.m. Mountain Standard Time.

ASSIGNOR: COROCO INC.

David L. Wacker, Attorney-in-Fact -

AMOCO PRODUCTION COMPANY

By:

Printed Name:

Title:

ATLANTIC RICHFIELD COMPANY

By:

Printed Name:

Title:

CHEVRON U.S.A. INC.
By: ,;(L//24<$Lfiﬁb~1.t-_—'

Printed Name: D. H. MESS:R

Title: ASSISTANT SECRETARY

¥
Doyle Hartman

-hevron Approval :
ed September 8, 1989 e

N
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STATE OF New Mexfco
COUNTY OF _Lea
The foregoing finstrument wis acknowledged before me this day of
f tﬁfv%

?ﬁ%tmber , 1989, by % K mam  ASSISTANT SErRFTARY © N U.S.A. ~
., a corporation, on 3 of said corporation.

Given under my hand and offictal seal of office, this 8th diy of

:‘;: a‘. ."a‘

NN AW
a._r(y-._tqq)‘ubp‘jxpiru:
""s J;\“-. ..' A

STATE OF | €XRS
county of el lasd

The foregoing f{ngkrument was acknowledged befare me this J& day of
Sx.@ﬁlﬁt. 1989, by LI, ? 4
en under my hand and official seal of office, this j_gtnday of
SfFIMDZZﬂ' 1989,
X ravia i

otary Public

My Commission Expires:

o~ &

:hevron Approval .
ed September 8, 1989
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EXHIBIT A"
TO ASSIGNMENT AND BILL OF SALE

DATED , 1989

CoNoCo

LEASE NO: 17993 NAME: Britt Federal - Mxa
Well Kos. 6,7, and 8

LESSOR: U.S.A. (LC-031621 (a))
LESSEE: Harry M, Britt
DATE: February 10, 1936
RECORDING: wynrecorded {n County

LANDS COVERED: J20S-RI7E, (ea Co, MM
Section 7: SEASW4, W2SE4

o Surface to Base Eunice Monument Grayburg San Andres (5,105°) as
identified by Schlumberger’s Electrical log on Anderson Pritchard 01}
Corporation’s Britt No. 13, located 2310’ FSL and 1650° FEL, Section
7, 1205, RITE, Lea County, New Mexfco and dated August 30, 1955,

o« This acreage, 120 acres, s part of an existing 320 acre gis proration
unit approved by the New Mexico 011 and Gas Conservation Commission.
This Assignment and Bill of Sale DOES NOT include any interest in the
remaining 200 acres {n the proration unit described as the W/2RE/{,
E/2NW/4 and the NESW of Section 7, T20S, R37E, Lea County, New Mexico.

Burdens:

Royalty: 12.5% (SYiding Scale)
ORRI: 7.9%

SUBJECT T0:

C-No. 3322 - Drilling and Farming out Contract dated February 13, 1939
between Continental 011 Company, et al and R. H, Henderson recorced at
Book 13, Page 3 in Lea County Courthouse, Lea Co., NM.

C-No. 3564 - Joint Operating Agreement dated July 1, 1935, as amended,
by and between Continental 0i1 Co., The California Co., Stanolind 01
and Gas Co. and Atlantic O1) Producing Co. (WMFU)

Gas Contract No. 4037 dated July 17, 1948, as subsequently amended, By
and Between Continental 011 Company (now Conoco Inc.). Standard 0il
Company of Texas {now Chevron USA Inc.) The Atlantic Refining Company
{now ARCO D11 and Gas Company, a Division of Atlantic Richfield), and
Stanolind 011 and Gas Company (now Amoco Production Company) as
*Seller® and €1 Paso Natural Gas Company as “Buyer.”

(Please be advised that the contract with El Paso Natural Gas Company
{s subject to a conditional abandonment pursuant to FERC Order Ho.
490)

Rollover Cis Contract No. 131 dated January 12, 1984, as subsequently
amended, By and Between Conoco Inc., as °*Seller” and Warren Petroleum
Company, a Division of Gulf 0§l Corporation {now Chevron USA Inc.) as

*Buyer®. s e )
STATE OF NEW MEXICO _ .---C-’-?-’.fb""
COUNTY OF LEA FSea s
= FILED S o
2 i '.‘5’
2 SEP 151989 XU =
Lp) uLﬁ_o'm_Lu ‘ 3’) (/) . ~
g recerved n Book "') Tteea.. IR
~ ~ o, LES

Capnty .
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ATTEST:
Ccrtlzuﬂ lhu%

« 86 8 true and correot Sopy of
ginsl on file {n th1, offioe,




©Fof N ' UNITED STATES

1une L9ET)

DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

TRANSFER OF OPERATING RIGHTS (SUBLEASE) IN A
LEASE FOR OIL AND GAS OR GEOTHERMAL RESOURCES

Mineral Leasing Act of 1920 (30 U.S.C. 181 et seq.)
Act for Acquired Lands of 1947 (30 U.S.C. 351-359)
Geothermal Steam Act of 1970 (30 U.S.C. 1001-1025)

Department of the Interior Appropriations Act, Fiscal Year 1981 (42 %.5:@w06508)

.-i.

L-17993

FORM APPROVED
OMB NO. 1004-0034
Expires:  August 31, 1989

Lease Senal No.

LC-031621(a)

4 3
.18-5- L"-I.aw Iessrampy. vl X

s s 22k

Type or print plainly In ink and sign In ink.

1. Transferee (Sublessce)® DdYLE HARTMAN
St.rw P. 0. Box 10426
City, State, ZIP Code Midland, TX 79702

PART A: TRANSFER

*If more than one transferee, check here O and list the name(s) and address(es) of all additional transferces on the rcvc'rs;: of this form or on a

separate attached sheet of paper.

"This transfer is for: (Check one) X3 Oil and Gas Lease, of (J Geothermal Lease

[nterest conveyed: (Ched: one or both, as appropriate) [3 Operating Rights (sublease) O Overriding Royalty, payment out of production or other

similar interests or payments

2. This transfer (sublease) conveys the following interest:

Land Description

Percent of Interest Percent of
Additional space on reverse, if noceded. Do not submit documents or agreements other than Owned Conveyed Reuined gv;?n'_g;:f ll:l‘z:‘s?s
this form; such documents or agreemeants shall only be referenced herein. -
: Reserved Previously
reserved
or conveyed
2 b < d [ f
Township 20 South, Range 37 East, Lea Co., NM 50% 50% -0- -0- 7.5%

Section 7: SE/4SW/4, W/2SE/4

Surface to the Dase Eunice Monument Grayburg
San Andres (5,105') as identified by Schlum-
berger's Electrical log on Anderson Pritchard
0il Corp's. Britt #13, located 2310' FSL &
1650' FEL, Sec. 7, T20S R37E, Lea Co., NM
and dated August 30, 1955.

FOR 8LM USE ONLY—DO NOT WRITE BELOW THIS LINE

THE UNITED STATES OF AMERICA

This transfer is approved solely for administrative purposes. Approval does not warrant that either party to this transfer holds legal or cqtulxble

title to this lease.

ocT 11988
O Transler approved effective ’

v A

NOV.

SR AE

6 18¢3

MO ONOY

(Aulhonzud Officer)

(Tuie)

(Datc)

118
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PART 8: CERTIFICATION AND REQUEST FOR APPROVAL

. The transferor centifies as owner of 2a interest in the above designated lease that he/she hereby transfers to the above transferce(s) the rights specified above.

. Transferee certifies as follows: (a) Transferee is a citizen of the United States; an association of such citizens: a municipality: or a corporation organized under the laws
of the United States or of any Suie or territory thereof. For the transfer of NPR-A leases, transferec is a citizen, national. or resident alicn of the United Sutes or associations
of such citizens. nationals. resident aliens or private. public or municipal corporations, (b) Transferee is not considered a minor under the laws of the Sute in which
the lands covered by this trans(er are located: (¢) Transferce’s chargeabie interests, direct and indirect, in cither public domain or acquired lands. do rot exceed 200,000
acres in oil and gas options or 245.080 in oil and gas leases in the same Slate, or 300.000 acres in leases and 200,000 acres in options in each leasing District in Alaska,
il this is an oil and gas lease issued in accordance with the Mineral Leasing Act of 1920 or 51,200 acres in any one suate if this is a geothermal lease; and (d) All panies
holding an interest in the transfer are otherwise in compliance with the regulations (43 CFR Group 3100 or 3200} and the authonizing Acts.

(¢) Transferee is in compliance with reclamation requirements for all Federa! oil and gas lcase holdings as required by sec. 17(g) of the Mincral Lusmg Act. and () Trans-

feree is not in violation of sec. 41 of the Mineral Leasing Act. .

. Transferce’s signature to this assignment constitutes acceplance of all applicable terms. conditions. stipulations and restrictions penaining to the lease described herein,
Applicable terms and conditions include. but are not limited to. an obligation to conduct all operations on the leasehold in accordance with the terms and conditions of
the lease, 10 condition ail wells for proper abandonment, 10 restore the leased lands upon completion of any operations as described in the leasc. and to furnish and maintain
such bond as may be required by the lessor pursuant to regulations 43 CFR 3104, 3134, or 3206.

For geothermal transfers, an overriding royalty may not be less than one-fourth (%) of one percent of the value of outpul. nor greater than SO percent of the rate of royalry
due to the United Suies when this lnnsfcr is added 1o all prcvlously created overriding royalties (43 CFR 3241).

! cenify that the statements made herein by me are true. completc. and correct 1o the best of my knowledge and behief and are made in good faith.

Executed th«s day of; 9 ﬂ

Executed this day of .19

Name of Transferor @w «_{

Please type or pnint

Transferor

Transleree
‘// /M/ mr:% f g (Slgnuurc)
Auomcy in-fact /l L

Attorney-in-fact
/ y

(Si (grc) (Signsture)
A= f5o

(Transferor’s Addrcss)

e A =200

(Cny) (State) (Zip Code)

Title 18 U S C. Sec. 1001 makes st a cnme for my person &nuwmgly and wullfull\ w rmkc 10 any D<pmmcnl or agency of lhc United States any false, fictitious or fraudulent
satements or rcprcscnunun\ as tooany matter swithin ity condiction

N N < . H \ LI = =z e




ATTACHMENT SIGNATURES TO
BLM FORM OF ASSIGNMENT

USA Lease No. A& -O2/63[@)

dated , 1989

I certify that the statements made herein are true, complete, and correct
to the best of my knowledge and belief and are made in good faith.

TRANSFERORS

AMOCQO PRODUCTICON COMPANY

P.0. Bax 3092
Houston, TX 77253 BY: z
Attdrney-in-fact
ATLANTIC RICHFIELD COMPANY
P.0. Box 1610
Midland, TX 79702 BY:
’ Attorney-in-fact
CHEVRON U.S.A., INC.
P.0. Box 1635
Houston, TX 77251 BY:

Assistant Secretary



ATTACHMENT SIGNATURES TO
BLM FORM OF ASSIGNMENT

USA Lease No. A< - 03/ 1)
dated

, 1989

[ certify that the statements made herein are true, complete, and correct
to the best of my knowledge and belief and are made in good faith.

TRANSFERORS

AMOCO PRODUCTION COMPANY
P.0. Box 3092

Houston, TX 77253 BY:
Attorney-in-fact

ATLANTIC RICHFIELD COMPANY
P.0. Box 1610 @

/ _ .
Midland, TX 79702 AR EAY |
’ Attorney-in-fact ~ — >

CHEVRON U.S.A., INC.
P.0. Box 1635

Houston, TX 77251 BY:
Assistant Secretary




ATTACHMENT SIGNATURES T0O
BLM FORM OF ASSIGNMENT

USA Lease No. _
dated , 1989

[ certify that the statements made herein are true, complete, and correct
to the best of my knowledge and belief and are made in good faith.

TRANSFERORS

AMOCO PRODUCTION COMPANY

P.0. Box 3092
Houston, TX 77253 BY:
Attorney-in-fact
ATLANTIC RICHFIELD COMPANY
P.0. Box 1610
Midland, TX 79702 BY:

Attorney-in-fact

CHEVRON U.S.A., INC

P.0. Box 1635
Houston, TX 77251 BY: / M/J\/

/'Ass1sta7t Secretary
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UnionTexas Petroleum
September 9, 1991

1230 Pos; Oax Beurevard
PO Bor 2130

Housion. Teqas 77252
(713} 623-¢544

WORKING INTEREST OWNERS

RE: GAS BALANCING STATEMENTS
EUMONT (MONUMENT) FIELD
BRITT #3, #A-6 AND #12 WELLS
LEA COUNTY, NEW MEXICO

Gentlemen:

The attached balancing statements have been revised to reflect the following
assignments. '

1) Britt #3 and #12 Wells:
Amoco, Arco, Conoco and Chevron assigned an 18.75%
working interest to Hartman effective September 1, 1989.

2) Phillips assigned a 21.875% working interest to Hartman and a
3.125% working interest 1o Davidson effective June 1, 1991.

If you have any questions concerning the revision of the attached statements
for these assignments please call me at (713) 968-3618.

Sincerely,

(L ffl—

David F. Black
Natural Gas Marketing

DFB:dma

DB-50 SER, T T 957
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CURREXT XONTH:
Deliveries to Bl Paso
Daliverises to Northern
Deliveries to Phillips

“orking Intecest Owoers  Owoership fatitlesest

Interest
Atoca 7.81250% 35t
Alce 1.81250% 15t
Chevron 7.81250% 351
Conoco 1.81250% 151
Hartaaa {3.58725% 1,559
Fletcher 0.03255% 1
Davidson TRI111E 181
surr 0.03295% {
Herayr §.06510% 3
phillips Petro 0.90000% 0
Sutton 0.03255% {
Unfon Texas 20.43311% 91§

----------------------------------------------------------

Total Sales

TRIQH TITAS PITROLEOX CORP
GAS BALANCING - JULT, 1981
BRITT §1 VELL

LUKONT PIELD

LIA CQ., KX
0 NCY
1,185
¢
4,49
] Current
Stles Uoder/(Ovet)
0 351
¢ 351
] 351
b 351
513 I
6 {4}
18] {0]
& (4]
12 (9]
] 0
§ {£)
1,46 {2,408)
{485 {0)

-------------------------
.........................

Beginning Cuaylative
Uoder/{Over] Uader/({Cver]
8y 8,595
{17,648} (17,286}
12,879 13,131
{17,648] (17,29¢6)
40,384 {1,811
(121} {126}
{3,398) (3,598}
{121} (126}
{242} {251)
(4, 418) (4,419)
(121§ (126)
{11,580} {86,359)
] 0

.............
------------

.............




Yorking Interest Owmers

.........................

Arce
Chevroa
conoco
Hartudn
Pleteher
Davidson
sure

Nernyr
Phillips Petro
Sutten
Toion Texas

Yotal Sales

¢ {
UXION TLIAS PETROLEUX COR®
GAS BALANCING - JOLY, 1991
BRITT $12 WBLL
SOMONT PISLD
LZA CO., NX
CURRINT XONTH:
Deliveries to ¥] Paso 0 Xxcr
Deliverfes to Korthern 3,462
Del{veries to Ph{llips t
Deliverfes to Spot Nrkt 0
9,462
Ovoership 1latitleaent Curreat Kontd Current Beglnaing
Interest Sales Uoder/(Over) Uader/{Over)
14.98128% 1,418 0 1,418 (827
14.981284 1,418 0 1,18 {,816
14.98128% 1,418 U] 1,418 §,343
14.98128% 1,418 ] 1,418 {828
$.00000% ) ) 0 185
0.06241% 6 15 {9) {31)
0.00000% ¢ ] 0 {5¢4)
0.06241% § 13 (3] (31)
0.00000% ¢ 0 0 {3
0.00000% 0 ] 0 (227}
0.00000% t ] ¢ (1)
39.95006% 1,780 9,413 {5,652} (19,908)
100.00000% 5,482 3,482 (0] (0}

....................
....................

....................................
....................................

Cuatlative
Uader/{Over)

------------

...........
............



UNION TEIAS PZTROLEUN CORP
GAS BALANCIKG - JULY, 1391
BRITT A-6 VILL
TUKOKT FIZLD
LEA CO., WH

CURRINT NONTH:

KORTHERK 1,280 KCi
PRILLIPS ¢
I,280
Yorking Iaterest Qwners  Ownecrship Rutitlexeat Current Manth Curcent Beginmiag Cuaylative
Interest Sales Uader/{Over} Onder/{0ver] Yoder/(Qver)
Karteaa {3.67047% £3§ 152 {8 {881) {397}
Pletcher 0.06510% 1 2 {1) {48) {49)
pavidson §.313333% 101 83 5 {1,042) (989)
gure -9.08510% i 2 {t} (48) {491
Nerayr 0.13020% 2 3 12} {96] {338)
PRillips Petro 0.00000% q 0 0 13,0 13,01
Sutton 0.06510% 1 ? {1} {18} {431
Uaion Texas 41.66670% 11 1,081 {533} (30,880) {31,393}
Total Stles 100.00000% 1,280 1,280 ¢ {0 (8]

........................................................
............................................

................................




STATE OF NEW MEXICO : L{L"RL l(kbl/

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT fef ﬁ;‘
OIL CONSERVATION DIVISION — 51?8(;}4? é_ —

Ir, -Ir‘:,_/,, 2

W

October 11, 1991

BAUCE KING POST OFFICE BOX 258
GOVERNDA STATE LANO OFFICE BUILOING
SANTA FE.NEW MEXICO 27504
5051 827.5eco

Mr. Doyle Hartman
0Oil Operator

P. O. Box 10426
Midland, Texas 79702

Re: Order R-5448
W/2 E/2 and EJ2 W/2 of Sec. 7,
T-20-S, R-37-E

Dear Mr. Hartman:

We received your letter of October 8, 1931, requesting the Division to cancel
the allowable granted to the Britt No. 3 and No. 12 Wells. You are correct
that the W/2 of the E/2 and the E/2 of the W/2 of Section 7 are an approved
non-standard proration unit. It is also correct that that proration unit is
simulteneously dedicated to the Britt Wells Nos. 3 and 12, both of which are
at approved unorthodox locations. Therefore it would be correct that all
production from either or both of those wells should be allocated to the
interest owners in the entire proration unit.

However, it appears that from Division records that these wells are being fully
" aperated in accordance with the rules and regulations of the Division. Any
dispute between Doyle Hartman and Union Texas Petroleum and Meridian Ol
is contractual and the Oil Conservation Division does not have the jurisdiction
or authority to enter into or resolve such disputes. Nor does the Division

have the authority to cancel the allowable of the well based upon a private
contract dispute.

Therefore your request to cancel the allowable for this proration unit is
hereby denied.

e Ll

WILLIAM J. LEMAX, -

Director ‘\(

WJIL/RGS/dr

cc: Jerry Sexton o “EYE
OCD - Hobbs {oCi. i



70-2-17 OIL AND GAS 70-2-17

History: Laws 1835, ch. 72, § 12; 1941 Comp.,
§ 69-213; Laws 1949, ch. 168, § 12; 1953 Comp.,
§ 65-3-13; Laws 1977, ch. 255, § 50; 1985,ch. 6, § 1.

Cross-references. — As to duties of oil conserva-
tion division, see 70-2-6 NMSA 1978.

Meaning of “this act”. — See same catchline in
notes to 70-2-3 NMSA 1978.

New proration formula to be based on recover-
able gas. — Lacking a finding that a new gas
proration formula is based on amounts of recoverable
gas in pool and under tracts, insofar as these amounts
can be practically determined and obtained without
waste, a supposedly valid order in current use cannot
be replaced. Such findings are necessary requisites to
validity of the order, for it is upon them that the very
power of the commission to act depends. Continental
0il Co. v. Oil Conservation Comm'n, 70 N.M. 310,
373 P.2d 809 (1962).

Findings required before correlative rights
ascertained. — In order to protect correlative rights,
it is incumbent upon commission to determine, “so far
as it is practical to do s0,” certain foundationary
matters, without which correlative rights of various
owners cannot be ascertained. Therefore, the commis-
sion, by “basic conclusions of fact” (or what might be
termed “findings"), must determine, insofar as practi-
cable: (1) amount of recoverable gas under each
producer’s tract; (2) total amount of recoverable gas
in the pool; (3) proportion that (1) bears to (2); and (4)
what portion of arrived at proportion can be recov-
ered without waste. That extent of correlative rights
must first be determined before commission can act to
protect them is manifest. Continental Oil Co. v. Oil
Conservation Comm’n, 70 N.M. 310, 373 P.2d 809
(1962).

Relationship between prevention of waste and
protection of correlative rights. — Prevention of
waste is of paramount interest to legislature and
protection of correlative rights is interrelated and
inseparable from it. The very definition of “correla-
tive rights” emphasizes term “without waste.” How-
ever, protection of correlative rights is necessary
adjunct to prevention of waste. Continental Qil Co. v.
Qil Conservation Comm’n, 70 N.M. 310, 373 P.2d 809
(1962).

Production must be limited to the allowable
even if market demand exceeds that amount, since
the setting of allowables was made necessary in order
to prevent waste. Continental Oil Co. v. Oil Conser-
vation Comm'n, 70 N.M. 310, 373 P.2d 809 (1962).

When Subsc:tion C of this section and 70-2-19E
NMSA 1978 are read together, one fact is evident:

even after a pool is prorated, market demand must be
determined, since, if allowable production from the
pool exceeds market demand, waste would result if
allowable is produced. Continental Qil Co. v. Oil
Conservation Comm'n, 70 N.M. 310, 373 P.2d 809
(1962).

Commission to prevent drainage between pro-
ducing tracts. — In addition to making findings to
protect correlative rights, commission, “insofar as is
practicable, shall prevent drainage between produc-
ing tracts in a pool which is not equalized by counter-
drainage,” under the provisions of Subsection C of
this section. Continental Oil Co. v. Oil Conservation
Comm’'n, 70 N.M. 310, 373 P.2d 809 (1962).

Property rights of natural gas owners. — The
legislature has stated definitively the elements con-
tained in property right of natural gas owners. Such
right is not absolute or unconditional. It consists of
merely (1) an opportunity to produce, (2) only insofar
as it is practicable to do so, (3) without waste, (4) a
proportion, (5) insofar as it can be practically deter-
mined and obtained without waste, (6) of gas in the
pool. Continental Oil Co. v. 0il Conservation
Comm'n, 70 N.M. 310, 373 P.2d 809 (1962).

Keeping of false records as actionable offense.
— The Connally Hot Oil Act (15 U.S.C. § 715 et seq.)
applies only to states which have in effect proration
statutes for the purpose of preventing waste of oil and
gas resources, encouraging conservation of oil and
gas deposits, etc., and New Mexico is among those
states which has enacted a valid comprehensive oil
conservation law; since Connally Act applies to this
state, keeping of false records, though not in violation
of any New Mexico proration order, constitutes an
actionable offense under Connally Act. Humble Oil &
Ref. Co. v. United States, 198 F.2d 753 (10th Cir),
cert. denied, 344 U.S. 909, 73 S. Ct. 328, 97 L. Ed. 701
(1952).

Law reviews. — For comment on Continental Oil
Co. v. Oil Conservation Comm’n, 70 N.M. 310, 373
P.2d 809 (1962), see 3 Nat. Resources J. 178 (1963).

For article, “State Conservation Regulation and
the Proposed R-199,” see 6 Nat. Resources J. 223
(1966).

For comment on geothermal energy and water law,
see 19 Nat. Resources J. 445 (1979).

Am. Jur. 2d, A.L.R. and C.J.S. references. — 38
Am. Jur. 2d Gas and Oil §§ 161, 164.

Rights and obligations, with respect to adjoining
landowners, arising out of secondary recovery of gas,
oil, and other fluid minerals, 19 A.L.R.4th 1182.

58 C.J.S. Mines and Minerals § 240.

70-2-17. Equitable allocation of allowable production; pooling; spac-
ing.

A. The rules, regulations or orders of the division shall, so far as it is practicable to do so,
afford to the owner of each property in a pool the opportunity to produce his just and
equitable share of the oil or gas, or both, in the pool, being an amount, so far as can be
practically determined, and so far as such can be practicably obtained without waste,
substantially in the proportion that the quantity of the recoverable oil or gas, or both,
under such property bears to the total recoverable oil or gas, or both, in the pool, and for
this purpose to use his just and equitable share of the reservoir energy.

B. The division may establish a proration unit for each pool, such being the area that
can be efficiently and economically drained and developed by one well, and in so doing the
division shall consider the economic loss caused by the drilling of unnecessary wells, the
protection of correlative rights, including those of royalty owners, the prevention of waste,
the avoidance of the augmentation of risks arising from the drilling of an excessive number
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70-2-17 OIL CONSERVATION COMMISSION 70-2-17

of wells, and the prevention of reduced recovery which might result from the drilling of too
few wells.

C. When two or more separately owned tracts of land are embraced within a spacing or
proration unit, or where there are owners of royalty interests or undivided interests in oil
and gas minerals which are separately owned or any combination thereof, embraced within
such spacing or proration unit, the owner or owners thereof may validly pool their interests
and develop their lands 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 such lands or interests or both in the spacing or
proration unit as a unit.

All orders effecting such pooling shall be made after notice and hearing, and shall be
upon such terms and conditions as are just and reasonable and will afford to the owner or
owners of each tract or interest in the unit the opportunity to recover or receive without
unnecessary expense his just and fair share of the oil or gas, or both. Each order shall
describe the lands included in the unit designated thereby, identify the pool or pools to
which it applies and designate an operator for the unit. All operations for the pooled oil or
gas, or both, which are conducted on any portion of the unit shall be deemed for all
purposes to have been conducted upon each tract within the unit by the owner or owners of
such tract. For the purpose of determining the portions of production owned by the persons
owning interests in the pooled oil or gas, or both, such production shall be allocated to the
respective tracts within the unit in the proportion that the number of surface acres
included within each tract bears to the number of surface acres included in the entire unit.
The portion of the production allocated to the owner or owners of each tract or interest
included in a well spacing or proration unit formed by a pooling order shall, when
produced, be considered as if produced from the separately owned tract or interest by a well
drilled thereon. Such pooling order of the division shall make definite provision as to any
owner, or owners, who elects not to pay his proportionate share in advance for the prorata
reimbursement solely out of production to the parties advancing the costs of the
development and operation, which shall be limited to the actual expenditures required for
such purpose not in excess of what are reasonable, but which shall include a reasonable
charge for supervision and may include a charge for the risk involved in the drilling of such
well, which charge for risk shall not exceed two hundred percent of the nonconsenting
working interest owner’s or owners’ prorata share of the cost of drilling and completing the
well.

In the event of any dispute relative to such costs, the division shall determine the proper
costs after due notice to interested parties and a hearing thereon. The division is
specifically authorized to provide that the owner or owners drilling, or paying for the
drilling, or for the operation of a well for the benefit of all shall be entitled to all production
from such well which would be received by the owner, or owners, for whose benefit the well
was drilled or operated, after payment of royalty as provided in the lease, if any, applicable
to each tract or interest, and obligations payable out of production, until the owner or
owners drilling or operating the well or both have been paid the amount due under the
terms of the pooling order or order settling such dispute. No part of the production or
proceeds accruing to any owner or owners of a separate interest in such unit shall be
applied toward the payment of any cost properly chargeable to any other interest in said
unit.

If the interest of any owner or owners of any unleased mineral interest is pooled by
virtue of this act, seven-eighths of such interest shall be considered as a working interest
and one-eighth shall be considered a royalty interest, and he shall in all events be paid one-
eighth of all production from the unit and creditable to his interest.

D. Minimum allowable for some wells may be advisable from time to time, especially
with respect to wells already drilled when this act takes effect, to the end that the
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70-2-17 OIL AND GAS 70-2-17

production will repay reasonable lifting cost and thus prevent premature abandonment
and resulting waste.

E. 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 effect 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.

F. After the effective date of any rule, regulation or order fixing the allowable
production, no person shall produce more than the allowable production applicable to him,
his wells, leases or properties determined as in this act provided, and the allowable
production shall be produced in accordance with the applicable rules, regulations or orders.

History: Laws 1935, ch. 72, § 12; 1941 Comp., Although subservient to prevention of waste and
§ 69-213Y3; Laws 1949, ch. 168, § 13; 1953, ch. 76, perhaps to practicalities of the situation, protection of
§ 1; 1953 Comp., § 65-3-14; Laws 1961, ch. 65, § 1; correlative rights must depend upon commission’s
1973, ch. 250, § 1; 1977, ch. 255, § 51. (now division’s) findings as to extent and limitations
Meaning of “this act”. — See same catchline in of the right. This the commission is required to do
notes to 70-2-3 NMSA 1978. under the legislative mandate. Continental Qil Co. v.
The terms “spacing unit” and “proration unit” 0il Conservation Comm’n, 70 N.M. 310, 373 P.2d 809
are not synonymous and the commission has power (1962).
to fix spacing units without first creating proration Division found not to have primary jurisdic-
units. Rutter & Wilbanks Corp. v. Oil Conservation tion over suit seeking an order to join in an oil well
Comm’n, 87 N.M. 286, 532 P.2d 582 (1975). free of risk penalty. Mountain States Natural Gas
Proration formula required to be based on Corp. v. Petroleum Corp., 693 F.2d 1015 (10th Cir.
recoverable gas. — Lacking a finding that new gas 1982).
proration formula is based on amounts of recoverable Grant of forced pooling is determined on case-
gas in pool and under tracts, insofar as these amounts to-case basis. — The granting of or refusal to grant
can be practically determined and obtained without forced pooling of multiple zones with an election to
waste, a supposedly valid order in current use cannot participate in less than all zones, the amount of costs
be replaced. Such findings are necessary requisites to to be reimbursed to the operator, and the percentage
validity of the order, for it is upon them that the very risk charge to be assessed, if any, are determinations
power of the commission to act depends. Continental to be made by the commission (now the division) on a
0il Co. v. Oil Conservation Comm’n, 70 N.M. 310, case-to-case basis and upon the particular facts in
373 P.2d 809 (1962). each case. Viking Petroleum, Inc. v. Oil Conservation
Findings required before correlative rights Comm'n, 100 N.M. 451, 672 P.2d 280 (1983).
ascertained. — In order to protect correlative rights, As to forced pooling of multiple zones with an
it is incumbent upon commission to determine, “so far election to participate in less than all zones. See
as it is practical to do so0,” certain foundationary Viking Petroleum, Inc. v. Oil Conservation Comm’n,
matters, without which the correlative rights of 100 N.M. 451, 672 P.2d 280 (1983).
various owners cannot be ascertained. Therefore, the Division’s findings upheld. — Commission’s
commission, by “basic conclusions of fact” (or what (now division's) findings that it would be unreason-
might be termed “findings”), must determine, insofar able and contrary to the spirit of conservation stat-
as practicable: (1) amount of recoverable gas under utes to drill unnecessary and economically wasteful
each producer’s tract; (2) the total amount of recover- well were held to be sufficient to justify creation of
able gas in pool; (3) proportion that (1) bears to (2); two nonstandard gas proration units, and the force
and (4) what portion of arrived at proportion can be pooling thereof, and were supported by substantial
recovered without waste. That the extent of the evidence. Likewise, participation formula adopted by
correlative rights must first be determined before commission, which gave each owner a share in
commission can act to protect them is manifest. production in same ratio as his acreage bore to
Continental Oil Co. v. Oil Conservation Comm'n, 70 acreage of the whole, was upheld despite limited
N.M. 310, 373 P.2d 809 (1962). proof as to extent and character of pool. Rutter &
In addition to making such findings the commis- Wilbanks Corp. v. Oil Conservation Cemm'n, 87 N.M.
sion, “insofar as is practicable, shall prevent drainage 286, 532 P.2d 582 (1975).
between producing tracts in a pool which is not Relation between prevention of waste and
equalized by counter-drainage,” under the provisions protection of correlative rights. — Prevention of
of 70-2-16 NMSA 1978. Continental Oil Co. v. Oil waste is of paramount interest to the legislature and
Conservation Comm’n, 70 N.M. 310, 373 P.2d 809 protection of correlative rights is interrelated and
(1962). inseparable from it. The very definition of “correla-
Four basic findings required to adopt a production tive rights” emphasizes the term “without waste.”
formula under this section can be made in language However, protection of correlative rights is necessary
equivalent to that required in previous decision adjunct to the prevention of waste. Continental Oil
construing this section. El Paso Natural Gas Co. v. Co. v. Qil Conservation Comm'n, 70 N.M. 310, 373
0il Conservation Comm'n, 76 N.M. 268, 414 P.2d 496 P.2d 809 (1962).
(1966) (explaining Continental Oil Co. v. Oil Conser- Division’s authority to pocl separately
vation Comm’n, 70 N.M. 310, 373 P.2d 809 (1962).) owned tracts. — Since commission (now division)
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70-2-18 OIL CONSERVATION COMMISSION 70-2-18

has power to pool separately owned tracts within a waste, (6} of gas in the pool. Continental Oil Co. v. Qil
spacing or proration unit, as well as concomitant Conservation Comm'n, 70 N.M. 310, 373 P.2d 809
authority to establish oversize nonstandard spacing 11962).

units, commission also has authority to pool sepa- Law reviews. -— For article, “Compulsory Pooling
rately owned tracts within an oversize nonstandard of Oil and Gas Interests in New Mexico,” see 3 Nat.
spacing unit. Rutter & Wilbanks Corp. v. Oil Conser- Resources J. 316 (1963).

vation Comm’n, 87 N.M. 286, 532 P.2d 582 (1975).
Elements of property right of natural gas

owners. — The legislature has stated definitively

the elements contained in property right of natural

gas owners. Such right is not absolute or uncondi- .

tional. It consists otg merely (1) an opportunity to see 19 Nat. Resources J. 44,5 (1979).

produce, (2) only insofar as it is practicable to do so, Am. Jur. 2d, A.L.R. a',‘d (,"J'S' references. — 38

(3) without waste, (4) a proportion, (5) insofar as it Am. Jur. 2d Qas and O‘lA §4 159, 161, 164.

can be practically determined and obtained without 38 C.J.8. Mines and Minerals §§ 229, 230.

For comment on E! Paso Natural Gas Co. v. Qil
Conservation Comm'n, 76 N.M. 268, 414 P.2d 496
(1966), see 7 Nat. Resources J. 425 (1967).

For comment on geothermel energy and water law,

70-2-18. Spacing or proration unit with divided mineral ownership.

A. Whenever the operator of any oil or gas well shall dedicate lands comprising a
standard spacing or proration unit to an oil or gas well, it shall be the obligation of the
operator, if two or more separately owned tracts of land are embraced within the spacing or
proration unit, or where there are owners of royalty interests or undivided interests in oil
or gas minerals which are separately owned or any combination therecf, embraced within
such spacing or proration unit, to obtain voluntary agreements pooling said lands or
interests or an order of the division pooling said lands, which agreement or order shall be
effective from the first production. Any division order that increases the size of a standard
spacing or proration unit for a pool, or extends the boundaries of such a pool, shall require
dedication of acreage to existing wells in the pool in accordance with the acreage dedication
requirements for said pool, and all interests in the spacing or proration units that are
dedicated to the affected wells shall share in production from the effective date of the said
order.

B. Any operator failing to obtain voluntary pooling agreements, or failing to apply for an
order of the division pooling the lands dedicated to the spacing or proration unit as
required by this section, shall nevertheless be liable to account to and pay each owner of
minerals or leasehold interest, including owners of overriding royalty interests and other
payments out of production, either the amount to which each interest would be entitled if
pooling had occurred or the amount to which each interest is entitled in the absence of
pooling, whichever is greater.

C. Nonstandard spacing or proration units may be established by the division and all
mineral and leasehold interests in any such nonstandard unit shall share in production
from that unit from the date of the order establishing the said nonstandard unit.

History: 1853 Comp., § 65-3-14.5, enacted by v. Oil Conservation Comm’n, 87 N.M. 286, 532 P.2d
Laws 1969, ch. 271, § 1; 1977, ch. 255, § 52. 582 (1975).

Constitutionality. — Standards of preventing Creation of proration units, force pooling and
waste and protecting correlative rights, as laid out in participation formula upheld. — Commission’s
70-2-11 NMSA 1978, are sufficient to allow commis- (now division’s) findings that it would be unreason-
sion’s power to prorate and create standard or non- able and contrary to spirit of conservation statutes to
standard spacing units to remain intact, and this drill an unnecessary and economically wasteful well
section is not unlawful delegation of legislative power were held sufficient to justify creation of two nonstan-
under N.M. Const., art. III, § 1. Rutter & Wilbanks dard gas proration units, and force pooling thereof,
Corp. v. Oil Conservation Comm'n, 87 N.M. 286, 532 and were supported by substantial evidence. Like-
P.2d 582 (1975). wise, participation formula adopted by commission,

The terms “spacing unit” and “proration unit” which gave each owner a share in production in same
are not synonymous and commission has power to ratio as his acreage bore to the acreage of whole, was
fix spacing units without first creating proration upheld despite limited proof as to extent and charac-
units. Rutter & Wilbanks Corp. v. Oil Conservation ter of the pool. Rutter & Wilbanks Corp. v. Oil
Comm’n, 87 N.M. 286, 532 P.2d 582 (1975). Conservation Comm’n, 87 N.M. 286, 532 P.2d 582

Authority to pool separately owned tracts. — (1975).

Since commission has power to pool separately owned Law reviews. — For comment on geothermal
tracts within a spacing or proration unit, as well as energy and water law, see 19 Nat. Resources J. 445
concomitant authority to establish oversize nonstan- (1979).

dard spacing units, the commission also has authority Am. Jur. 2d, A.L.R. and C.J.S. references. — 38
to pool separately owned tracts within an oversize Am. Jur. 2d Gas and Oil §§ 159, 164, 172.
nonstandard spacing unit. Rutter & Wilbanks Corp. 58 C.J.S. Mines and Minerals §§ 230, 240.
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