BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

FOE oW

APPLICATION OF FASKEN LAND AND
MINERALS, LTD. FOR COMPULSORY
POOLING AND AN UNORTHODOX GAS
WELL LOCATION, EDDY COUNTY, e FEU
NEW MEXICO. Case No. 11,877

i GG,

MOTION TO DISMISS APPLICATION

Redstone 0il & Gas Company (Redstone) moves the Division for
an order dismissing the above case, and in support thereof, states:
I. FACTS.

Fasken Land & Minerals, Ltd. (Fasken) filed an application to
force pool all of Section 12, Township 23 South, Range 24 East,
NMPM, from the surface to the base of the Morrow formation, to form
a standard 640 acre gas spacing and proration unit for pools or
formations spaced on 640 acres, which in this area is limited to
the Rock Tank-Morrow Gas Pool and the Rock Tank-Lower Morrow Gas
Pool. Fasken also requested approval of an unorthodox gas well
location, for a well to be drilled 500 feet from the North line and
2265 feet from the West line (Unit C)' of Section 12.

Redstone is the operator of, and an interest owner in, the
Rock Tank Unit, which includes the E¥% of Section 12. Therefore,
Redstone is an interested party in this case.

Section 12, as to the Morrow formation, is subject to a Model
Form Operating Agreement - 1956 (AAPL Form 610), dated January 1,
1970 (Operating Agreement). Portions of the Operating Agreement
are attached hereto as Exhibit A. The Operating Agreement provides

in part:

1The application and advertisement state that the well is in Unit E.



1. The operator of Section 12, as to the Morrow formation,
is Gulf 0il Corporaticon. Section 5.

2. If any lease is lost or expires, "there shall be no
readjustment of interests in the Unit Area." Section 2(C).
3. The Operating Agreement shall remain in effect "for as

long as any of the o0il or gas leases subjected to this

agreement remain ... in force as to any part of the Unit
Area." Section 10.
5. The Operating Agreement supersedes the Rock Tank Unit

Operating Agreement, and is binding upon the successors and

assigns of the parties to the Operating Agreement. Section

31(C).
The Operating Agreement was signed by Gulf 0il Corporation,
Redstone’s predecessor-in-interest, and David Fasken, Fasken’s
predecessor-in-interest.

Pursuant to the Operating Agreement, the Boothe "BO" Fed. Well
No. 1 was drilled, and produced for a number of years. After that
well ceased producing, the lease on the WY of Section 12 expired,
and a new lease was issued on that acreage. However, federal lease
NM 0272711, covering the E¥% of Section 12, was in effect on January
1, 1970, and remains in effect. Thus, the Operating Agreement
remains in effect.

ITI. ARGUMENT.

Compulsory pooling is limited to those instances where "owners
have not agreed to pool their interests." NMSA §70-2-17(C) (1995

Repl. Pamp.). In the present case, there is a voluntary agreement

-2-



covering the interests of the parties in Section 12, and compulsory
pooling is not only unnecessary, but improper. Because Fasken and
all other interest owners in Section 12 are subject to the
Operating Agreement, there is no need for compulsory pooling, and
the application must be dismissed.

The relief requested by Redstone is consistent with Division
precedent. In Case No. 10,658 the applicant, Mewbourne 0il
Company, sought a compulsory pooling order. Devon Energy
Corporation protested, claiming that a portion of the acreage in
the well unit was subject to a wvalid operating agreement. The
Division reviewed the operating agreement, ruled in Devon’s favor,
and dismissed the application. See Divisgion Order No. R-9841
(attached hereto as Exhibit B).

Moreover, since Redstone is the successor-in-interest to Gulf
0il Corporation, the original operator, Redstone 1is the proper
operator of any Morrow well 1in Section 12. Again, Fasken’s
application is improper.

WHEREFORE, Redstone requests that Fasken’s application be
dismissed.

Regpectfully submitted,

L W@W/

ames Bruce

.0. Box 1056
Santa Fe, New Mexico 87504
(505) 982-2043

Attorney for Redstone 0il & Gas
Company



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing Motion to
Dismiss was hand delivered this /07t day of December, 1997 to:

W. Thomas Kellahin
Kellahin & Kellahin
117 North Guadalupe
Santa Fe, New Mexico 87501

James Bruce
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OPERATING AGREEMENT

THIS AGREEMENT, entered into this_ 18t _ dayor___Japuary 19 .70, between
— GAILY OYL CORPOBATION
beresfler dasignsiad a8 “Operator™, and the signstory parties other than Operstor.

WITHESSETH, THAT:

WREREAS, the porties to this sgreemant sre owners of oll and pas Jesses covering and, if 5o indicated,
valessed minersl buterasts in the tacts of land described in Exhibit “A”, and all parties have reached an
sgresment 1o exptie snd develop these Jemses snd interests Sor oil and g3s te the extent and s hereinafier
provided;

BOW, TRERZPORE, it ks az-ced as follows:

L DEFINITIONS

As wsed n this agreement, the following words and terms shall have the meanings here ascribed to
them.

(1) The wwrds “party™ and “parties™ shall adways mean a party, or parties, to this agreement.

(7) The partics to this agrvement shall slways be referred to as “it” or “they™, whether the partics be cor-
porste bodies, perinerstips, swsocistions, or persons real

(3) The torm “oll and gas™ stall inclade oil, gas, casinghesd gas, gas condensate, and all other tiguid or pase.
ows hydrocarbons, wnless an intent to Timit the Inclusiveness of thix tecm is specifieutly gizted.

(4) The term “oll ond pas in‘crests™ shall mesa anjeased fee and mineral interests in trasts ¢! land iying
withia the Unit Ares which are cwned by parties o Whis agreement.

(§) The term “Unit Area™ shell refer 16 and inchude a1} of the lands, oil and gas leasehold Irterests sud il
ond ga¢ interrsls intended Lo be developed and operated for nil and ras purposcs under this apreement.
Such lends, oil #nd gas leacchold interests and oil snd gas inlerests are described in Exhibit "A”,

(€) The term “drilling vnit™ shall mean the srea fixed for the drilling of one well by order or rule af any
state or federal body having suthority. 1f a drilling unit is not fixed by any such rule o7 order. 8 d:illing
unit shall be the drilling unit w1 eftablished by the pattern of drilling in the Unit Ares or 3s fixed by ex-
press agreement of the parlies

(1) All exhibits attachad 1o this agreemaent are made & part of the rontract us fully a3 though tupied In full
ia the contract

{8} The wwrds “equipmeni™ and “materials™ 33 used here are symocymous and shall mean snd inclide si

ol field rpplies 2nd perions! property acquited for use in the Unit Ares.
2. TITLE LXAMINATION, LOSS OF l..l:ASES AND OL AND GAS INTERESTS
APl Fanamming o
._M_L‘ o g e o f sl a0 L St a8 4 ol as d Vs A r 2+ L :t FY Y I S R SRS P e
covering the land upon which the expiorsiory well is 10 be drilled in accurdance with Section T, rpall
ined on & complete sbetract record by Operstor's stiorney, snd the titie Lo both the oil and guefeir and w
ﬁ;t fee Uile of the Jessors mun be approved by the examiring atlorney, snd sceepted by periies & copy of
the cxamining s'torney’s opinion shall be semt to each party immediately a opinion ir wrillen, and,
ais0, esch party shall be given, as they sre written, 3 copy of all subsegs, supplemental atierrey’s reporis,
A good fanth effort to satisfy the exam:ning stlorncy's reguiremer: I be made by the zarty owning the
Isape covering 1he drillsite.

If title 15 the proposed drilisite is not ¥ the examining attorney or the Jcase it not scoepiable
for & material remson, and oIl the parties 0t accept the Litle., the partier shall aelect 8 new drillsite for the
first explorstory well; provided, it thofurtive are urable 16 agree opon ancther arillsite, this afreement shull,
in thst Case, come 10 an end 3L parties stall then forfeit their rights and be relieved of cblipsiiors Fore

under. If 3 pew ¢ it selected, title o the oil snd gas lease covering it and 1o the fee tisle of the Jessor
shall be H and title 3tall be 2pproved or sccepted o rrjected in like manner as provided sltove con-
cerni Srillsite Girst selected. 1T titde to the oil and pas lesse covering the second choice drillsiie B8 Ho

PP PEODIOWS TR K = Snixscleciad 2a8 st sxaminad . Unilladeiileite W ohm .

“Individusl Loss™
Revived 1087

4/24/70 : 11/6/70
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ILLEGIBLE

The oll and gas leasehold title to the W/2 of Section 12 and to
the E/2 of Section 12, Township 23 South, Range 24 East are hereby
approved and accepted.

B Falduws of TS0
Sheuld sny off and pm lease, or interest therein, be Jost through failure of tila, this agreement shall,
novertivelons, continue fn force 88 to 27l remaining iteses and intaresis, sod
(1) The porty whose losse or interest in affacted by the tishe tallure shall beer slone the entire loss and It
shall not be entitled o recover rom Operstoe of the sther perties sny development or apersting costs
which it msy heve thevetofore paid, but there shall be pe monetary Hability on its part to the other pare
thes hereto by reason of such title failure; and
{2) There shall be ne retrsective adjustment of expenses intwrred o revenues received from the operstion
g of the interest which has been Jost, bt the inlerrsts of the parties shall be revised on an acreage basis,
a3 of the time it s determined finally that title fsilure has occurred, so that the Interest of the poriy
whose lesse ¢ interest is p/tmcted by the tithe faijure will thereafier be reduced in the Unit Area by the
amount of the interest lost; and
{3) M Whe proportionate intererts of the other patties herete in any preducing well theretofore drilied on
; the Unit Ares is incressed by reason of the title failure, the perty whose titie has falled shall reccive
. the proceeds pitributatle 1o the incresse in such interests (less operating costs attributzble therele)
untll i hay been reimbursed for unrecovered costs paid by it In connection with such well: and
(§) Should ary person not » party 10 this sagreement, whe is delermined to be the owner of any intercst in
the title which Ras f2iied, poy In any maner ary part of the rost of cperation, development, or equip-
i ment, or equipment previously pasd under this sprrement, such amount shall be proportionsicly pzid to
the perly or pariies herets who (n the first instance poid the costs which ste 8o refunded: snd
(8} Any liability (o sccoutt (o a third party for prior production of oil and gas which arises by reason of
ttde failure shrll he borme by the party o paries whose title failed in the ssme proporusns in which
they shared in such prior production.
C, Lo of Lenses for Cownes Other Than Title Pullarer
If any lease or irterest ribject 10 this agreement be Jort through failure to develop or becsuse express
or mplied covensanis have not been perforroed, ar i any beast be permitied to 2xpire af the end of i‘s p:imary
term and pot be rencwed or extended, or if sny leaxse o interest therein is Jost due 18 the fact that the srvduce
ton thetelremn Is shut in By reason of lack of markel, the Joss shall net be rorsidered a fxilure of title ond aY
moch locses shall be joint losses and thall be burne by »1) pardes in proportion to theie interests pnd therp abnil
b8 1o readjustment of interests in the Unit Ares.
._,-' ‘ See Exhibit "'B" 3. UMIZASED OIL A-N? OAS'L\TMTS ‘ | . .
: , md%ummuuhmnkmdhmeﬁunénthe!molaklami-
. ' bit “B™ srd for the primary term thevein siated. As to such in H wrer shall receive Toyalty on rrodue-
tion ss prescribed in the {orm of oil and od herelo & Exhitit “B™. Souch party shuil, however,
be subject to alf o Trsors of this sgreement relsting (o lessees, 1o the extent that H owns the leszer

PR

o e e

4 INTERESTS OF PARTIES  °
Exhibit "A" lists a7 of the parties, snd their respective pereentege or fractions] interests under this
aprrement, Unless changed by other provizions, all eosts and Habilities incurred in operstions under thit con-
tract shsll be borne and paid. and all equripment ¥3d material aoquized in operations on Ore Uni Arca stall be
owned, by the parties as their interesis sre given in Exhidit "A™. AN praduction of ofl snd gas frove he Unit
Area, subjecs to the payment of dessor’s royalties, shall alse bt owned by the parties in the tame manner.
- —

“individual Lew™

&/24/70 : 11/6/76G




e EOTEGIBLE

Ih”dthqd“mmm by this agresment s subject 10 an ovestiding
reyshy, produstion puymest, o ethes charge over 04 sbove the sl one—eigthh (%) reyahy, such party shall ‘
-—uumanmmmammmm-ammmuah -
“dﬁ-mm,—u—au-cmm S

S. OTTRATOR OF UKIT .

' ———CULY O] QORFORATION el be the Opersiet of
the Usit Asen, and shall conduct snd direct and beve full contvel of sll eperstions en the Unit Ares as per-
mitiof ond roquived by, snd within the Emits of, this agreesment. It shall conduct alf mech operations ia & good
sod werkmenlibe manwer, bat it shall bave no Lability ss Opernior 1o the sther parties for Jesses msstaimed,
or Nobilities fncwwred, except such 28 way rescit from grom megligence or frem breach of the provisdons of
this sgresment.

£ EMPLOYTEES
The number of empioyves and their sclection, snd the hours of labor asd the vempensstion for services
performed, shafl be determined by Operator. ATl semployees all be the smployees of Operator.
P el

Buror-baborciit-————————dry-ofr— —
ing of 8 well for ol and gas in the following location:

and shall theresfier conmtinue the drilling of the well with doe diligence to

vnless granile or other prectically impenetrable nee is encountered ot 8 Jesser depth or unless all parties
agres 1o completc the weil at a lesser g

Operstor shall make ressons ests of 3Y] formations encountered during drilling which give indica-
tion of conlsining on! and gagd? quantities sufficient (o lest, unless this sgreement shall be limited In itx ap-

u stor’s judgment the well will not produce ol or gas in paying quantities, and it wishes (o
abendon the vt a3 » dry hole, it shall first secure the consent of all parties Lo the plugping, and the
drpplusgpped—pnd-ahomdoncd—oo-promptipes gissibitc

L COETS AXD EXPLNSES
Except ss herein otherwise specificslly provided, Operator shall premgQy pay snd dacharge all rocus
and expenoss lncurred in the development sad eperation of the Uait Ares pursusnt te this agresment and shsli
charge sach of the parues hereio with their respective prepertionate sthures upoa the cost asd expense basis
provided in the Accoveting Procedure sitached hereio sod marked Exhivit “C™. If any provision of Ex-
RIM{ “C™ should be inconaistent with ary prevision contained in the body of this agreement, the provisions in
the body of this sagreement shal) prevadl

Opersior, ot its election, shall have the right from time te time 1o dewand and redeive fram the sther
parties payment in sdvance of their respeciive shares of the estimuted smount of the corts te be incurrsd =
sporations beveunder during the next succeeding month, which Hght mey be exercised ouly by subeelesion to
voch such party of sn Remized statemenit of such estimated costs, logether with an icvoice for iis share there-
of. Koch such statement sod invelce for the payment [n sdvance of estinsted cpsts rhall be sbmitied on o
befere the 20th day of the next preceding month. b:h’-ﬂyllunm'_omhswm*
such sstimate withia fiftees (13) days after such estimate and invoice ks received. I amy o pay itz
share of sid entimele within said time, the smuoant dwe shall besr Saterast ot the rate of sbyfparcont (9% } por
sunum uatil paid. Preper sQjutment shali be mede monthly betwess sdvancas sad scionl susl, o fhe ond
that such party shal brar end puy Sts prepertionsie share of actual’ costs incotved, snd ns eare.

Beviced 1967
&/24/70 : 11/6/170
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other extsting remadior; v satharfond, 3t s disction, (o colicct from the purchaser or purchasers of ofl or gas,
the presends secruleg to the werking jnierest or interes?s in the Unit Ares of the delinguent party wp s the
smount ewing by such porty, snd each purchaser of o} or gas is suthorized to rely wpen Operstar’s statement
s 10 the smeunt swing by sech party.

in the event of the nepiect or adare of sny non-operating party te promplly pey i3 prepartionaie part
of the cest snd expense of drvelopment and speration when due, e other non-opersting partias and Operater,
within thirty (30} days after the rendiios of sis‘ements therefor by Operator, shall proporticnately contribute
0 the peyment of such deflinquent indebtodnest and the non-operating perties so contributing shall be entitled
10 the same Ben 7ights a5 are gramied 1o Openator in this section. Upon the payment by such delinquent or
defaulling party to Operstor of any amount or amounts on much delinguent indebtedness, or upou any recovery
on behall of the nsa~epersting parties wnder the lien conferred above, the amownd or amemnis 30 paid or re-
covered shall be dlstrfbuted and peid by Opera‘or W the other non-opersting parties and Operator propor-
tsonstiely fn sccordencs with the contribwtiens theretofore made by them.

16 TEEM OF ACREYMEXT

This agreowman! duall remain in full force and effect for as Jong as s ny ol the oll and gas Jeases subjecied
o this agreement remaln or sre continued In force ss to any part of the Unit Aren. whether by production, ex-
wnvion, renewal er otherwise: provided, however, tht in the event the first well drilled hereunder results in
olryholcandnc:haveuhpnduduonergul;pmmntiﬁeclm&tvmmmuwm
of ninety (P6) days afler stendsnme~t of the firct test well, this sgreement shall terminate unless one or
more of the partias s-e then engaged In drilling & well or wells pursuant to Sectiam 13 herec!, or all parties
have agreed to &rill an sdditiona! well or wells under this agreement, in which event this sgreement shall con-
tinve in fovce untll smsch wel) or wells shall Fave been drilled and completed  If preduction results there-
from this agreement shill continue in force trerecfter as if suid first tert well had been productive In paying
quantithes, bt i preduction in paying qusnlitiesr does not result therefrom (hrig afreement shall terminale
ot the end of ainety ($¢) days stier sbandonrent of such well or wells. It is agreed, however, that the term-
instion of this agreemcvit 2 a1l not reliove any party hereto from ary Hability which has secrued or atlached
prioe ts the date of such te: miration,

11. LIMITATION ON EXPENDITURES

Without the consent of all perties: (3) KXo well shall be drified on the Unit Ares except sny well ox-
prewmly provided for in Lhis sgreement and except any well drilled pursuant te the prerisions of Section 12
of this agreement, it Deing underriood that the consent (e the &rilling of a well shall incdude consert to all
necremry expenditures in the drilling, testing. comnpleting. snd equipping of the well including necessary
tankage; (b) No well shall be reworked, pingged back or deeprnrd excepl a well reworked, plugged beck or
deepened purruant 10 the provisions of Section 12 of this agvemert, it being tndersicod that the consent 10
the rewerking, plaggicg beck er decprning of a well shall include consent (o sll necemary expeaditures bn
conducting such operations end completing xnd equipping of ssid well to produer, inchuding secemsmary tank-
age; (¢) Operstor shall not undertake any ringle project reasorstly estimated 1o require an expendHure in
excoms o__Eif2een Thousand - Daliars ($.15,000.00)
except in connection with 3 wefl the érilling. rewr-kirg. derpening, or plugpirg beck of which has been pee-
vieusly suthorised by ar purseant to this agreament; provided. however, that in case of explosion, fire, Mocd,
or sther sudden emergrecy, whether of the ssene or &ifferent nature, Operater mery take soch steps ond Incwr
Mm-hhmmwn“m&mmdbm&-ﬂm
Sk Oporotar shall, 0o proaplly s pessibic, rrpert the emergency 1a the othar portios. Oporster shall, wpen

‘ «u—un— MbWh.}“m*hn-
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15. DELAY RENTALS AND SHUY-IN WELL r;\&‘aiif\‘ié: ke
PRI

Delay rentals and shut-in well payments which may be requued under the worme of mg Seare "-fn be.

F2id by the perty who has subjecied such icase to this agreemenl a3t its pwn espense. Proof of cach mt
all be ghent 1o Operator st least 1on (1€) days prior to the rental or shut-in well payroent date. Opotalor
shall funish smilar proof 1o all othet pootics concerning payTaenis it makes (i conncdtion with s leases. Any
party may reque:t, and shall be entithed 10 receive, proper evidence of ali such paynwenis 1. lhrmgh mistake
or oversight. any delay rental or wlxit-in wcll payment is nod pasd or is erroncoust) paid, and ax 3 result a Jease
or interest therein terminstes. there sha!l be no wonetary liability agsinst the purty who {ziled lo make such
payment. Unless the party who failed 1o pay 3 rental or xhut-in well payrnent secirex a /ew lease covering the
samne interest within ninety (903 days from the discovery of the failure 10 muke preper pavment, the interests
of the purties shafl be revised oa an rc1caze basis effective as of the date of tcrminsiion of the leane lnvalved,
and the party who tailed % make proger payment will no longer be eredited with an interext in the Unit Ares
on sevount of the owDersi.ip of the leasc which has terminated. In the event the oty who failed to pay the
rental or the shut-in weil payment shiall not have becn fully reimbursed. al the time of the Joxg, from the pro-
ereds of the sale of il and gus attributabic 1o the lost intercst, calculated on an acicagr taas, for the develop-
s for unrecovered e

ment and operatirg costs therciofore pu:d on account of such interest, it shall be roim b

actual costs theretofore peid by 1t 1hat oo for iis shate of the co:X of ary dry hale ooy iy drilled or wells .
previoudy sbendoned) (rom 3o much ¢f the following as is meocisary 1o cifort reinborsimen: ’

{1) Proceeds of ©i] and gas. Wers op1:1i0g Expenses, theretofore sterucd iv the credid o (he lost interest, on

an acreage basik, up to the amo 1 nf unrecovered costs:

(1) proceeds, less operating exporccs thereafter inturred attributshle 1n the lues lrcrest on oan sereage
basis, of that portion of il and gxs "wereafter produred and markctd (o wie g rroduetion from any Sy ’ -’ ' ';.
wells theveafer drijied) which weuld, in the absence of such leaav ‘crminsting be adipibutable to the
Jost intevest on an wcage basic vy to the wmount of untecoverned fests, e pomcedz of enid portion of
the oil and gas 10 be conitibuted Ly <he pther parties in proportion th theis o pe v st osts: and

nt ! Unrevovered corts, the may be poid by o met whe 1t a1 bocoross,

(3) sny mareyvs 1 10 the amn
the owner of the i=tenist Wl fm he privilege of partwipating in fhe Us et " o e Djomn 2 2 party (o

this Covtruct

Optutar +ha!l sttempt 1o notify &1l pa-ties when a gas well d2 shut-in or cetuined 1o poviuction, but
ssurTts ro liatality whatesevor for faijure to do w0

18. PREFEEENTIAL BIGHT TO PURCHASE | GlB

IRy e - - N PP T 2 - I3
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lerests an the Unit Area. 1t shall prorgc s five wrTitter rnel.e 1o the othe. s
cnrning i3 proprscd sale, which ghall ool de the ramw snd addresr of e proegs

De rezdy willivrp sad abie 10 purctaw ) v purchase price. and all winey n;y-‘

shall thes Raze am optwnald priwor right (1« perwd of W (10; dz) R A L s

on the same terms wnd fonditions e 2 otoat whaek the clbs™ Bty Groje oot h Porrie age

1% crercised the purchamng paries cniil ongs irvhosed mterest o the peepesttoo L Akt i s
each hears 10 the o) intrrest of 31) JerTosing portier Howevesr, wheic §iaii Boomn o7 dimilns i s

chasr in thowe cases uhere
ot or faie of #ll of il srscis, or 2 txle or tronsfor ol jis wvrer /s 1o & sobsidlry ar
.

Taity WiSTc3 10 MOTigage it ptecesls, o0 to disqose of ssdntereste b e g

reOr £anirten  ror

or wbsidiary of 2 pacmt COMPAny. ©F 18 sy CUMpiry N whnh In are paefy ey a s

19. SELECTION OF AW OPERATOR

Should s sale be made by Opuratrr of 113 rights and interests "Ly wfher rotws Jhall Yoee tha o o \/ ] -

wIhin BiLIy (GO} dave ofirs the dave of cuch sale, by majcr v veors in mtetert ie o selet W ren Diperpies O

8 pew Operatnr o ot so slorod, (he  rineferee of the protent Operatnr sbull geyme s S of und gan - -
Operator. In crther rawe, 1he niring Cparator shall confitue 15 serve as Opes=tar, nrd 2l ¥ 2oge e dutw - .
in \hat capacity wndey this agreemert, until s socressor Oprs ator is sclectrd zrd berise 18 furction. bt 1 AR

m O’ar:t-r " N nd h-» obligated o ammup ihe performuner of itx datins fov vuse than 128 days »lter



- on Exhibit AT, The cighn — mtice to be ziven ucder any providen Sl be .
: ,-:rgn!rtdvdh&&.'w‘”mhwwhh : o
' © jese thereto shall rvm fouss five date the erigicating notice s received.’” The scctnd o

i holl be Gormed ghveis Wiiaih dpenited i the United States mell or 7iith The, Waestern. Unide

até, This sgresment shall become effective

AL VI - tiue D
71 v T of the Commnitization Agreement which {s entered into sim
t: +..cly herewith snd witich commmitizes all leasebold interests’
+*+ P'pper end Lower Morrow Cas Pools in Section 12;-Tomn :

.
“s- . 74 Ezst. Upon the effective date of this agreement the Operating
Arveewnt dared October 30, 1969 which provided for the drilling of a°
121 ¢ell to the sforesald formstions and which covered only the W/2

raid Section 12 shall be superseded.

§. foroyery of Well Costs. The well costs allocated to the 8.7890625%
‘v rest of Honsanto Company and the well costs allocated to the
_7%35625% {nterest of David Fasken in the W/2 of Section 12, Town-
ship 23 South, Range 24 East, were carried by Gull pursuant to the
fmaracing Agreemont dated October 30, 1969, mentioned sbove, subject

. 4 penalty of 1501 cut of any production. Until recovery of 1507

71 1/7 of all such costs, together with the operating expenses actri-
ritxble to sefd interest, GCulf shall be entitled to receive the said
trrarects (the same being 4.394531257 for Monsanto Company & .
4,3%453125% for David Fasken) and after payout those interests in

tre Uit well fncluding all equipment therein and :hereon shsll be

ov et by Monsento and Fasken, respectively, who shall thereafter re-
cetve the production attributable to such fnterests and who shall
thereafter bear all opersting costs attributable to such interests.

Qv e

Friicity of Operations. Insofar as charges for, control and directfon
I'7{Y ard gas operstions conducted pursuant to the sbove-mentioned
roveunitization Agreement are concermed the Operator herein shall have
garnsount jurisdiction over the communitized lands, notwithstanding the
fscr that HMensanto Company {s the designated Operator of the Rock Tank
tii which covers a portion of said lands. For the purposes hereof It
i~ expreesly agroed that the Rock Tank Unit Operating Agreement is
reeded insofar but only fnsofar as it applies to the Rock Tank
ppec and Lower Morrow Formations in and under the E/Z of Section 12,
jeemichip 23 South, Range 24 East, sand only for the period that this
Dpcrating Agreement is {n force and effect. Nothing herein contained
ri:all supersede, alter, amend or predominate over the Rock Tank Unit
Aurcement as it pertains to the said E/2 of Section 12, above described.

yhp
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AADPL FORM ¢10

This agrecxent may be signed in counterpart,~samd shall be bf
the parties and upon their be‘frs. mctssors?areiiéidutim >
[‘Mmis o;reement has been re-executed so as to pde vithout: any ipes
since fts last revision on 4/24/70 pages 1 through'11, hclusiv."*?m-
hibits b, C and D. In addition, this agreement contains changes propidied
:gon/e}/lzo 13 pages :z. 13 and in Exhibit A. For:identification purpos

 unchanged pages incorporated herein are now ma: . K 10"
and the revised gages arzpzilply marked “11/6/70=:ft‘d *IZ‘ITO;. ! _f!?O '

LEGIBLE ==

~
Al
'

Assistant Secretary
Date:
PARTIES OTHRER TRAN OPERATOR
CITIES SERVICE OIL COMPARY

Date:

Date:

Dite:

Date: By: _ :
ItEFtney-IE:!iic“i

ATLATIC RICEFIELD, COMPARY

Date: B —
7 ACtorney-in-Yact
WOBIL OIL CORPORATION

ATTEST:

Assistant. Secretary
Date:

ATTEST:

Assistant Secretary
Dete:

Date:

Date:




(a) Lands Subject to Coutract.
(-] tion

. Yownship 23 South
Eddy County, Rew Mexico, containing

(b) Restriccions, if any, as to formations or depths.
This agreement sﬁiif be effective only as co the Rock Tank
Upper snd Lower Morrow Pools as the ssme are defined by the
Rew Mexfco 0i1l Conservation Commission.

I1I. Percentsge or Fractionsl Interests of Parties Under Agreement in the
Lands Qiect to Contract. )
(s) Until Psyout of Monsanto and Fasken Interests in the W/2 of
Section ‘Z-!!S-!ZEL,FGrsuanc to Section JI-B, Above.

Range

26 Zast, W.M.P.M.,
acres, more or less.

P

Working Interest Owner

Gulf 0f! Corporstion
Monsanto Company

David Fasken

Citier Service 0il Company
Atlantic Richfield Coxpany
Jake L. Haonn

Mobil 011 Crrporation
Flag-Redfern 0il Coopany
Marathon Oii Company

Max W.Coll, 1i

TITALS

(b) After Pcyout of All Interests.

Working Interest Owmer
Gulf 0Ll Corpration
Monsanto Co-pinvy

. David Fasken

T . Citles Service Qi1 Company
? Atlentic Ricriield Company
Jake L. Hamnn

Mobi! 0il1 Crr:ioTation
rlag-SecTers Oil Coxmpany
Marathan (il Company

Max W. Coli, 1Y

T2TALS

¥
H
)
!
%
¢

[ICRU PNy THLN
.

g ettete—
Drilling and Participsation
Operating Costs* In Production**
51.372145% 51.529661%
16.429479% 16.360842%
16.6294791 16.360841%
8.3111652 8.2834567%
1.681881% 1.6632287
4,1555632% 4.141705%
.480881% .501545%
.49B233% .4899897%
.320587% .334365%
.320587% .334365%
100.000000% 100.000007,
Drilling and Participstion
Operating Costs* In Production®¥
42.583083% 42.740595)
20.824010% "20.755373%
20.824010% 20.7553727,
8.311165% 8.283458%
1.6818817% 1.663228%
4.155563% &4.141705%
.4808817 .S01548%
.498233% .489GR9Y
.3205877% .334365%
,3205872% .334365%
100.000000% 100.000000%

111. Addérecses of Parties to Which Notices Should be Sent.

Gulf 0il Co=pany-1'.¢,

& Divisfon of Guli 0i) Corporaticn
Port Office Bow 17333

Roswell, New Mericn 33°6]

Cities Service (il Coznany
Cities Service Buildin;
Bartlesville, Duizh~nr 74713
Jake L. Ramon

Post Dffice Bcw
Dallas, Texas 73

David Fasken
608 First National Ban: B:l.ding
Midland, Texas 7979}

Monsanto Company
101 North Marfenfeld
Midland, Texas 79701

£3
223

P

(**)Based

Atlantic Richfield Company
Post Office Box 1610
Midland, Texss

Mobil 0il Corporation
Post Office Box 633
Midland, Texas

Flag-Redfern 0{1 Company

79701

79701

Post Office Box 23

¥idland, Texss
Marathon Qil

79701
|y

Post Office Box 552

Midland, Texss
Max V. Coll, II

79701

Post Office Box 1818
Roswell, New Mexico 88201

. (*) Based upon Colurn 5 of Pg. 7 of Zxhibit "C” to the Rock Tank Dait Agrecment.
< _upon Column 6 of Pg. 7 of Exhibit C" to the Rock Tenk Unit Agreeme=nt.
CERIY e s b 257 . ) i
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
| OIL CONSERVATION DIVISION

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

CASE NO. 10658
ORDER NO. R-9841

APPLICATION OF MEWBOURNE OIL COMPANY FOR COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.

OQORDER OF THE DIVISION
BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on January 21, 1993, at Santa Fe,
New Mexico, before Examiner Michael E. Stogner. .

NOW, on this __3rd day of February, 1993, 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, Mewbourne Oil Company, secks an order pooling all
mineral interests from the base of the Abo formation to the base of the Morrow
formation, underlying the following described acreage in Section 35, Township 17 South,
Range 27 East, NMPM, Eddy County, New Mexico, and in the following manner:

the W/2 forming a standard 320-acre gas spacing and proration
unit for any and all formations and/or pools developed on 320-acre
spacing within said vertical extent, which presently includes, but is
not necessarily limited to, the Undesignated Scoggin Draw-Atoka
Gas Pool, Undesignated North Illinois Camp-Morrow Gas Pool,
Undesignated Scoggin-Morrow Gas Pool and Undesignated Logan
Draw-Morrow Gas Pool;

EXHIBIT
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the NW/4 forming a standard 160-acre gas spacing and proration
unit for any and all formations and/or pools developed on 160-acre
spacing within said vertical extent, which presently includes only the
Undesignated Logan Draw-Wolfcamp Gas Pool; and,

the E/2 NW/4 forming a standard 80-acre oil spacing and
proration unit for any pools developed on 80-acre spacing within
said vertical extent, of which there are currently none.

(3)  Said units are to be dedicated to the applicant’s Chalk Bluff "35" Federal
Well No. 2, to be drilled at an orthodox gas well location within the SE/4 NW/4 (Unit
F) of said Section 35.

(4)  Devon Energy Corporation (Devon), successor owner of Malco Refineries,
Inc.’s interest in the NW/4 and NW/4 SW/4 of said Section 35, appeared at the hearing
through counsel and opposed the application on the basis that its interest is governed
by an operating agreement with Mewbourne Oil Company, who is the successor owner
of the Stanolind Oil and Gas Company underlying the same acreage.

(&) Devon claims its interest is bound under the agreements reached by Malco
Refineries, Inc. and Stanolind Oil and Gas Company in July, 1953 and April, 1958, being
Devon’s Exhibit "A" and “B" in this case.

Mewbourne, also represented by counsel, contends that a supplemental agreement
is necessary where acreage outside the "contract lands” are included in a spacing unit,
being the NE/4 SW/4 and S/2 SW/4 of said Section 35, which is 10092 Mewbourne-
contracted properties. Since both parties have not agreed to a "supplemental
agreement”, Mewbourne contends that the original agreement is invalid and seeks to
force-pool Devon’s interest into the W/2 spacing unit,

FINDING:  Since under the 'force-pooling" statutes (Chapter 70-2-17 of the NMSA 1978)
there exists in this matter an agreement between the two parties owning undivided interests
in a proposed 320-acre gas spacing and proration unit, an order from the Division pooling
said parties is unnecessary.

(6)  This case should therefore be dismissed.
T IS THEREFQRE ORDERED THAT:
(1) Case No. 10658 is hereby dismissed.
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(2)  Jurisdiction of this cause is retained for the entry of such further orders
as the Division may deem necessary.

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

STATE OF NEW MEXICO
CIL CONSERVATI®N DIVISION

Director

SEAL



