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SAN JUAN BASIN 

APPLICATION FOR COMPULSORY POOLING 

CASE NO.9983 
July 11, 1990 

FC State Com. # 7 
830" FSL, 2490" FWL 

Section 36, T30N-R9W 
San Juan County, New Mexico 



FC State Com #7 

1. Working interest owners committed to well and their percentages: 

Mesa Operating Limited Partnership 83.60% 
Fina Oil and Chemical Company .97% 

2. Working interest owners being pooled and their percentages: 

Amoco Production Company 7.71% 
Conoco, Inc. 7.72% 



April 6, 1990 
M E S R 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

Amoco Production Company 
P. 0. Box 800 
Denver CO 80201-0800 

Attention Michael Cuba 

Gentlemen: 

Subject: Well Proposal 

Mesa Operating Limited Partnership hereby proposes the drilling of an 
approximate 2560' Fruitland Coal well to be located 1405' FSL and 2720' FWL 
of Section 36-T30N-R9W. Mesa's estimated cost for the drilling of this well 
is $77,000 for a dry hole and $395,700 for a completed well. 

Enclosed herewith is Mesa's AFE/Cost Estimate and an Operating Agreement which 
Mesa is proposing to be used to govern the drilling of this well. Upon Amoco's 
election to participate in the drilling of the subject well, please return 
a signed copy of the AFE/Cost Estimate and two executed copies of the signature 
page to the enclosed Operating Agreement. 

Due to the number of wells Mesa plans to d r i l l in 1990 to qualify for the 
Section 29 gas credit, i t may be necessary for Mesa to commence "force pooling" 
proceedings to insure Mesa can adhere to its drilling schedule. 

Mesa looks forward to receiving an expeditious reply from Amoco relative to 
this drilling proposal. 

If you have any questions or would like to discuss this matter further, please 
contact me. 

Mesa's Turley Prospect 
FC State Com #7 
S/2 Section 36-T30N-R9W 
San Juan County NM 

Very truly yours, BEFORE EXAMINER STOGNER 
OIL CONSERVATION DIVISION 

EXHIBIT NO. ^ 
Mark W. Seale 
Landman 

CASE NO. 9? 53 
Enclosures 

M E S A L I M I T E D P A R T N E R S H I P 



April 6, 1990 MESH 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

Conoco, Inc. 
P. 0. Box 460 
Hobbs NM 88240 

Attention Land Department 

Gentlemen: 

Subject: Well Proposal 
Mesa's Turley Prospect 
FC State Com #7 
S/2 Section 36-T30N-R9W 
San Juan County NM 

Mesa Operating Limited Partnership hereby proposes the drilling of an 
approximate 2560' Fruitland Coal well to be located 1405' FSL and 2720' FWL 
of Section 36-T30N-R9W. Mesa's estimated cost for the drilling of this well 
is $77,000 for a dry hole and $395,700 for a completed well. 

Enclosed herewith is Mesa's AFE/Cost Estimate and an Operating Agreement which 
Mesa is proposing to be used to govern the drilling of this well. Upon Amoco's 
election to participate in the drilling of the subject well, please return 
a signed copy of the AFE/Cost Estimate and two executed copies of the signature 
page to the enclosed Operating Agreement. 

Due to the number of wells Mesa plans to d r i l l in 1990 to qualify for the 
Section 29 gas credit, i t may be necessary for Mesa to commence "force pooling" 
proceedings to insure Mesa can adhere to its drilling schedule. 

Mesa looks forward to receiving an expeditious reply from Amoco relative to 
this drilling proposal. 

If you have any questions or would like to discuss this matter further, please 
contact me. 

Very truly yours, 

Mark W. Seale 
Landman 

Enclosures 

M E S A L I M I T E D P A R T N E R S H I P 
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FC State Com #7 

OPERATING AGREEMENT 

DATED 

March 15 1 9 90 

OPERATOR MESA OPERATING LIMITED PARTNERSHIP 

CONTRACT AREA Turlev 

T30N-R09W 

Section 36: S/2 

COUNTY OR PARISH OF San Juan STATE OF New Mexico 

COPYRIGHT 1982 — ALL RIGHTS RESERVED 
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A.A.P.L FORM 610 - Mf "1 FORM OPERATING AGREEMENT 82 

I OPERATING AGREEMENT 
2 
3 THE AGREEMENT, er .red into by and tw»~n MESA OPERATING LIMITED PARTNERSHIP 

4 hereinafter destgnated and 
5 reterred to as " Operator ', and the signatory party or parties other than Operator, sometunes heremaiter referred to individually herein 
6 as "Non-Operator ", and collectively as "Non-Operators '. 

g WITNESSETH: 

9 
10 WHEREAS, the parties to this agreement are owners of oil and gas ieases andior oil and gas interests in the land identified in 
II Exhibit "A", and the panies hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for the 
12 producuon of oil and gas to the extent and as hereinafter provided. 

13 
14 NOW, THEREFORE, it is agreed as follows: 

15 
16 ARTICLE I. 

17 DEFINITIONS 
18 
19 As used in this agreement, the following words and terms shall have the meanings here ascribed to them: 
20 A. The term "oil and gas" shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons 
21 and other marketable substances produced therewith, uniess an intent to limit the inciusiveness of this term is specifically stated. 
22 B. The terms "oil and gas iease", "lease" and "leasehold" shall mean the oil and gas leases covering tracts of land 
23 lying within the Contract Area which are owned by the parties to this agreement. 
24 C. The term "oil and gas interests" shail mean unleased fee and mineral interests in tracts of land lying within the 
25 Contraa Area which are owned by parties to this agreement. 
26 D. The term "Contraa Area" shall mean all of the lands, oil and gas leasehold interests and oil and gas interests intended to be 
27 developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interests 
28 are desenbed in Exhibit "A". 
29 E. The term "drilling unit" shall mean the area fixed for the drilling of one well by order or rule of any sate or 
30 federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
31 ed by the pattern of drilling in the Contraa Area or as fixed by express agreement of the Drilling Parties. 
32 F. The term "drillsite" shall mean the oil and gas lease or interest on which a proposed well is to be located. 
33 G. The terms "Drilling Party" and "Consenting Party" shall mean a party who agrees to join in and pay its share of the cost of 
34 any operation conducted under the provisions of this agreement. 
35 H. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate 
36 in a proposed operation. 
37 
38 Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural indudes the 
39 singular, and the neuter gender includes the masculine and the feminine. 

40 
41 ARTICLE II. 

42 EXHIBITS 
43 
44 The following exhibits, as indicated below and attached hereto, are incorporated in and made a pan hereof: 
45 H A. Exhibit "A", shall include the following information: 
46 (1) Identification of lands subjea to this agreement. 
47 (2) Restrictions, if any, as to depths, formations, or substances, 
48 (3) Percentages or fractional interests of parties to this agreement, 
49 (4) Oil and gas leases andfor oil and gas interests subjea to this agreement, 
50 (5) Addresses of parties for notice purposes. ^ 
51 • B. Exhibit "B", Form of Lease. ^ 
52 53 C. Exhibit " C " , Accounting Procedure. 
53 IS D. Exhibit "D", Insurance. 
54 23 E. Exhibit "E", Gas Balancing Agreement. . _ 
55 H F. Exhibit " F " , Non-Discnnnnaoon and Certification of Non-Segregated Facilities.--^ 
56 • G. Exhibit "G", Tax Partnership. 
57 If any provision of any exhibit, except Exhibits " E " and "G", is inconsistent with any provision contained in Jthe body 
58 of this agreement, the provisions in the body of this agreement shall prevail. 
59 

60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 

- 1 -



A.A.P.L. FORM 610 - MC L FORM OPERATTNG AGREEMENT • il 

ARTICLE IV 
continued 

1 X. Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys lor utle examination 
2 including preliminary, supplemental, shut-in gas royalty opinions and division order title opinions I shall be borne by the Drilling Parties 
3 in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Ex-
-i hibit " A ". Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above 
5 funcoons. 

Each party shall be responsible for securing curative matter and pooling amendments or agreements required tn connection 
-i with leases or oil and gas interests contributed by such party. Operator snail be responsible for the preparation ana recording of pooling 
' designations or declarations as well as the condua of hearings before governmental agencies for the securing ot spacing or pooling orders. 

10 This shail not prevent anv party from appearing on its own behalf at any such hearing. 
11 
12 No well shall be drilled on the Contraa Area until after (1) the title to the drillsite or drilling unit has been examined as above 
13 provided, and (2) the title has been approved by the examining attorney or title has been accepted by all of the parties who are to par-
14 ticipate in the drilling of the well. 

15 
16 B. Loss of Title: ^~ 

18 1. Failure of Title: Should any od and gas interest or lease, or interest therein, be lost through failure ol title, which loss results in a 
19 reduction of interest from that shown on Exhibit " A " , the party contributing the affeaed lease or interest shall have ninety (90) days 
20 from final determination of tide failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
21 tion will not be subjea to Articie VIII.B.. and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining oil 
22 ind gas leases and interests: and. 
23 (a) The pany whose oil and gas lease or interest is affeaed by the title failure shall bear alone the entire loss and it shall not be 
24 entitled to recover from Operator or the other parues any development or operaung costs which it may have theretotore paid or incurred. 
25 but there shall be no addiuonai liability on its pan to the other parties hereto by reason of such title failure: 
26 fb) There shall be no retroactive adjustment of expenses incurred or revenues received from the operauon of the interest which has 
2? been iost. but the interests of the parues shall be revised on an acreage basis, as of the ume it is determined finally that utle failure has oc-
28 curred. so that the interest of the party whose iease or interest is affected by the tide failure will thereafter be reduced in the Contraa 
29 Area by the amount of the interest lost: 
?0 \c) If the proporuonate interest of the other parues hereto in any producing well theretofore dnlled on the Contraa Area is 
51 increased by reason of the title failure, the pany whose title has failed shall receive the proceeds attributable to the increase in such in-
32 terest (less costs and burdens attributable thereto) unui it has been reimbursed for unrecovered costs paid by it in connection with such 
33 well; 
34 (d) Should any person not a pany to this agreement, who is determined to be the owner of any interest in the tide which has 
35 failed, pay in any manner any pan of the cost of operation, development, or equipment, such amount shall be paid to the party or parues 
36 who bore the costs which are so refunded: 

37 (e) Any liability to account to a third pany for prior produaion of oil and gas which arises by reason of title failure shall be 
38 borne by the pany or parues whose ude failed in the same proportions in which they shared in such pnor producuon: and, 
39 (f) No charge shall be made to the joint account for legal expenses, fees or salaries, in conneaion with the defense of the interest 
40 claimed by any party hereto, it being die intention of the parnes hereto that each shall defend title to its interest and bear all expenses in 
41 conneaion therewith. 
42 
43 2. Loss by Non-Payment or Erroneous Payment of Amount Due: If. through mistake or oversight, any rental, shut-in well 
44 payment, minimum royalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or interest therein terminates. 
4 5 there shall be no monetary liability against the party who failed to make such payment. Unless the pany who failed to make the required 
46 payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment. 
47 which acquisition will not be subjea to Arucie VIII.B.. the interests of the parties shall be revised on an acreage basis, effective as of the 
48 date of termination of the lease involved, and the party who failed to make proper payment will no longer be credited with an interest in 
49 the Contraa Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make die 
50 required payment shall not have been fully reimbursed, at the rime of the loss, from the proceeds of the sale of oil and gas attributable to 
51 the lost interest, calculated on an acreage basis, for the development and operaung costs theretofore paid on account of such interest, it 
52 shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled 
53 or wells previously abandoned) from so much of the following as is necessary to effea reimbursement: 
54 (a) Proceeds of oil and gas, less operaung expenses, theretofore accrued to the credit of the lost interest, on an aaeage basis. 
55 up to the amount of unrecovered costs; 
56 (b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an aaeage basis, of that poruon of 
57 oil and gas thereafter produced and marketed (excluding production from any wells thereafter drilled) which, in the absence of such lease 
58 termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 
59 portion of the oil and gas to be contributed by the other parties in proportion to their respecnve interests: and. ,^ 
60 (c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of the interest 
61 lost, for the privilege of participaung in the Contraa Area or becoming a party to this agreement. 
62 
63 3. Other Losses: All losses incurred, other than those set forth in Articles PV.B.l. and IV.B.2. above, shall be jottuTlosses 
64 and shall be borne by all parues m proportion to their interests. There shall be no readjustment of interests tn the remaining prjfoon of 
65 the Contraa Area. 
66 

67 

68 

69 -
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ARTICLE V. 

OPERATOR 

A. Designation and Responsibilities ot Operator: 

MESA OPERATING LIMITED PARTNERSHIP _shallbethe 
Operator oi the Contraa Area, ana shail condua and direa and have mil control ot all operauons on the Contraa Area as permitted and 

i required bv. and within the limits ot this agreement. It shall condua ail such operations in a good and workmanlike manner, but it shall 
•i have no liability as Operator to the other parues tor losses sustained or liabilities incurred, except such as may result from gross 

;0 negligence or willful misconduct. 

: i 
12 B. Resignation or Removal of Operator and Selection of Successor: 

13 
14 1. Resignauon or Removal of Operator: Operator may resign at any time by giving written nouce thereof to Non-Operators. 
15 If Operator terminates its legal existence, no longer owns an interest hereunder in the Contraa Area, or is no longer capable of serving as 
16 Operator. Operator shall be deemed to have resigned without any action by Non-Operators, except the selecuon of a successor. Operator 
1' may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the 
!8 atfirmauve vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit " A " remaining 
19 alter excluding the voung interest of Operator. Such resignation or removal shall not become effective unui 7:00 o'clock A.M. on the 
20 first day of the calendar month following the expirauon ot ninety (90) days after the giving of nouce of resignauon by Operator or acuon 
21 by the Non-Operators to remove Operator, uniess a successor Operator has been seieaed and assumes the duties of Operator at an earlier 
22 date. Operator, after effeoive date of resignauon or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
23 porate name or struaure of Operator or transter of Operator 's interest to any single subsidiary, parent or successor corporation shall not 

24 be the basis for removai of Operator. 

25 
26 2. Selection of Successor Operator: Upon the resignauon or removai of Operator, a successor Operator shall be seieaed by 
2~! the parues. The successor Operator shall be selected from the parues owning an interest in the Contraa Area at the ume such successor 
28 Operator is seieaed. The successor Operator shall be seieaed by the affirmauve vote of two 12) or more parues owning a majority tnterest 
29 based on ownership as shown on Exhibit " A " ; provided, however, if an Operator which has been removed fails to vote or votes only to 
30 succeed itself, the successor Operator shall be seieaed by the affirmauve vote of two (2) or more parues owning a majority interest based 

31 on ownership as shown on Exhibit " A " remaining after excluding the voung interest of the Operator that was removed. 

32 
33 C. Employees: 
34 
35 The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the 
36 compensauon for services performed shall be determined by Operator, and all such employees shall be the employees of Operator. 
37 
38 D. Drilling Contraas: 
39 
40 All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usuai rates prevailing in the area. If it so 
41 desires. Operator may employ its own tools and equipment tn the drilling ot wells, but its charges therefor shall not exceed the prevailing 
42 rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and 
43 such work shall be performed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-
44 dependent contraaors who are doing work of a similar nature. 
45 

46 

47 

48 
49 ARTICLE VI . 
50 DRILLING AND DEVELOPMENT 
51 
52 A. Initial Well: 
53 
54 On or before the day of 19 , Operator shall commence the drilling of a well for 
55 oil and gas at the following locauon: 

5 6 1405* FSL and 2720' FWL 
Township 30 North, Range 9 West 

^9 San Juan County NM 

60 and shall thereafter conunue the drilling of the well with due diligence to a d e p t h o f 2560 ' t o t h e F r u i t l a n d 
61 Coa l f o r m a t i o n 
62 
63 
64 
65 unless granite or other pracucally impenetrable substance or condition in the hole, which renders further drilling impraakal. is en-
(56 countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth. 
67 
68 Operator shall make reasonable tests of all formauons encountered during drilling which give indication of containing oil and 
69 gas in quanuues sufficient to test, unless this agreement shall be limited in its application to a specific formation or formauons. in which 
70 event Operator shall be required to test only the formation or formations to which this agreement may apply. 

•4 -
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ARTICLE VI 
continued 

If. in Operator s mcigment. the weii wiii not produce oii or gas in paying quanuues. and it wishes to piug and abandon the 
•veil as a dry hole, the provisions ot Arucie VI.E.l. shall ther enter appiy. 

B. Subsequent Operations: 

1 Proposed Ooerauons: Should anv party nereto aesire to anil anv well on the Contraa Area otner tnan the well provided 
•or in Arucie VIA., or to rework, deepen or piug back a drv hole drilled at the joint expense oi ail parues or a wed joindy owned by all 

i ' J ne parties ana not then producing in paying quanuues. the pany desiring to anil, rework, deepen or plug back sucn a well shall give the 
1 ther parues wntten nouce of the proposed operauon. specifying the work to be pertormed. the locauon. proposea depth, objective forma-

i2 :;on ana the esumated cost oi the operauon. The parues receivmg such a nouce shall have ihmy (30) days alter receipt of the notice 
• ; -vithin wmch to nouiy the party wishing to do the work whether they eiea to parucipate in the cost ot the proposed operauon. if a dnll-
I ' na ng is on iocauon. nouce of a proposal to rework, plug back or drill deeper may be given by telephone and the response penod shail be 
I "> limited to tony-eight (48) hours, exclusive of Saturday. Sunday and legal holidays. Failure ot a party receiving such nouce to reply within 
16 the penod above fixed shall consntuxTan election by that pany not to paruapate in the cost of the proposed operauon. Any notice or 

response given by telephone shall be promptly confirmed in wnting. 

13 
19 

:o 
- i If all panies eiea to paruapate in such a proposed operauon. Operator shail. within ninety i90) days after exptranon of the notice 
22 period of thirtv (30) days (or as promptly as possible after the expirauon of the fony -eight (48) hour penod when a oniling ng is on loca-
23 :-.on. as the case may be), actually commence the proposed operauon and complete it with due diligence at the nsk and expense of all par-
24 ties hereto: provided, however, said commencement date may be extended upon written nouce of same by Operator to the other parties. 
25 tor a period of up to thirty (30) additional days if, in the sole opinion of Operator, such addiuonai ume is reasonably necessary to obtain 
26 permits from governmental authorities, suriace nghts (including nghts-of-way) or appropriate dniling equipment, or to complete title ex-
2" aminauon or curauve matter required for ude approval or acceptance. Notwithstanding die force majeure provisions ot Article XI . if the 
23 actual operauon nas not been commenced within the ume provided (including any extension thereof as specifically permitted herein) and 
29 it any party hereto suil desires to condua said operauon. written nouce proposing same must be resubmitted to the other parues tn accor-
•I'I dance with the provisions hereof as if no pnor proposal had been made. 

33 

34 2. Operanons by Less than All Parties: If any party receiving such nouce as provided in Article VI.B.l. or VII.D.l. (Option 
35 No. 2) elects not to paruapate in the proposed operauon. then, in order to be enutied to the benefits of this Articie. the party or panies 
36 giving the nouce and such other parues as shall eiea to parucipate m the operauon shall, within ninety (90) days alter the expiration of 
37 the notice penod of thirty (30) days (or as promptly as possible after the expiration of die forty-eight (48) hour penod when a drilling rig is 
38 on iocauon. as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform all 
39 work for the account of the Consenung Parties: provided, however, if no drilling ng or other equipment is on location, and if Operator is 
<0 a Non-Consenung Party, the Consenting Parties shall either: (a) request Operator to perform the work required bv such proposed opera-
-t 1 tion for the account of the Consenung Parties, or (b) designate one (1) of the Consenung Panies as Operator to pertorm such work. Con-
<2 senung Panies. when conducting operauons on the Contraa Area pursuant to this Article VI.B.2.. shail comply with all terms and con-
-t3 ditions of this agreement. 
r4 

45 
46 

47 [f less than ail parties approve any proposed operauon. the proposing party, immediately after the expirauon of the applicable 
48 notice penod. shall advise the Consenung Parues of the total interest of the parues approving such operauon and its recommendation as 

to whether the Consennng Panies should proceed with the operation as proposed. Each Consennng Party, within forty-eight (48) hours 
'exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shail advise the proposing party of its desire to (a) limit par-
ticipauon to such party s interest as shown on Exhibit " A " or (b) carry us proportionate pan of Non-Consenung Panies interests, and 
failure to advise the proposing party shall be deemed an eiecuon under (a). In the event a drilling ng is on iocauon. the time permitted for 
such a response shall not exceed a total of forty-eight (48) hours (inclusive of Saturday, Sunday and legal holidavs). The proposing party, 
at its election, may withdraw such proposal if there is insufficient participation and shall promptly noufy all parues of such decision. 

49 
50 
51 
52 
53 
54 
55 
56 
57 

58 The enure cost and risk of conducting such operanons shall be borne by the Consennng Parties in the proportions they have 
59 eleaed to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involvedJn such 
60 operanons tree and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenung"Parties. 
61 If such an operauon results in a dry hole, the Consenung Parties shail plug and abandon the well and restore the surface location: at their 
62 soie cost, nsk and expense. If any weii drilled, reworked, deepened or piugged back under the provisions of this Artide results in a pro-
63 ducer of od and/or gas in paying quantities, the Consennng Parties shail compiete and equip the well to produce at their sole cost-and risk, 
64 

65 VH 
66 , ^ 

V . ~ . 
68 
69 
70 
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1 and the weii shail then be turned over to Operator and shall be operated by it at the expense and for the account ot the Consennng Par-
2 ties. Upon commencement ot operauons tor the drilling, reworking, deepening or plugging back ot any such well by Consenting Parries 
5 in accordance witn the provisions ot this Arucie. each Non-Consenung Party shall be deemed to have relinquished to Consennng Panies. 
-i and the Consenung Parues '.r>i\\ own and be enutied to receive, in proporuon to their respective interests, all of such Non-Consenung 
5 Party 's interest in the weii ana share of production therefrom unui the proceeds of the sale of such share, calculated at the well, or 

market value thereot if such share is not sold, (after deducting producuon taxes, excise taxes, rovaity, overnding royalty and other in­
terests not excepted bv Articie III.D. payaoie out ot or measured by the producuon trom such well accruing with respect to such interest 

^ until it revertsi shall equal the total ot tne following: 
1 

;o 
n 150 
12 a) 38B% of each such Non-Consenung Party s share of the cost of any newly acquired surface equipment beyond the wellhead 
13 connections iinciuding. but not limited to. stock tanks, separators, treaters, pumping equipment and piping), plusAfWS> of each such 
14 Non-Consenung Party s share ot the cost of operauon oi the well commencing with first producuon and continuing unol each such Non-
15 Consenting Pany's reunquishedjnterest shall reven to it under other provisions oi this Arucie. tt being agreed that each Non-
10 Consenung Pany 's share of sucftcosts and equipment will be that interest which would have been chargeaole to such Non-Consenung 
i7 Party had it paruapated in the well from the beginning of the operauons: and 
IS 
19 
20 
21 b) 300 % of that portion ol the costs and expenses of drilling, reworking, deepening, piugging back, tesung and completing, 
22 alter deducting any cash contributions received under Article VIH.C, and 300 % of that portion of the cost ot newly acquired equip-
23 ment in the weii (to and including the wellhead connections!, which wouid have been chargeable to such Non-Consenung Party if it had 
24 participated therein. 

26 

28 An eiecuon not to participate in the drilling or the deepening of a well shall be deemed an election not to paruapate in any re-
29 working or piugging back operauon proposed in such a well, or poruon thereoi. to which the initial Non-Consent election applied that is 
:0 conduaed at any time prior to full recovery by the Consenting Parues of the Non-Consenting Pany 's recoupment account. Any such 
^ 1 reworking or plugging back operauon conduaed during the recoupment period shalLbeJeemed pan pLthe cost of operauon of said well 
; 2 md there shail be added to the sums to be recouped by the Consenung Parties one hur^eqrpercent «BO% 1 of that poruon of the costs of 
; 3 the reworking or piugging back operation which wouid have been chargeable to such Non-Consenung Party had it participated therein. If 

34 such a reworking or piugging back operation is proposed during such recoupment period, the provisions of this Article VI.B. shall be ap-
35 plicable as between said Consenting Panies in said well. 
36 
37 
38 
39 During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share of production, or the 
40 proceeds therefrom. Consenting Parues shall be responsible for the payment of all producuon. severance, excise, gathenng and other 
41 taxes, and all royalty, overnding royalty and other burdens applicable to Non-Consenting Party's share of production not excepted by Ar-
A2 tide III.D. 

43 

44 

<5 

46 In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use. free 
47 of cost, all casing, tubing and other equipment tn the weii, but the ownership of all such equipment shall remain unchanged: and upon 
48 abandonment of a well after such reworking, plugging back or deeper drilling, the Consenting Panies shall account for all such equip-
49 ment to the owners thereof, with each party receiving its proportionate part in kind or in value, less cost of salvage. 
50 
51 

5 2 s u c c e s s f u l 
53 Within sixty (60) days after the/compleuon of any operation under this Article, the party conduamg the operauons for the 
54 Consenung Panies shall furnish each Non-Consenung Party with an inventory of the equipment in and conneaed to the well, and an 
55 itemized statement of the cost of drilling, deepening, plugging back, tesung, completing, and equipping the weii for production: or, at its 
56 opuon, the operaung party, in lieu of an itemized statement of such costs of operauon. may submit a detailed statement of monthly bill-
57 mgs. Each month thereafter, during the time the Consenung Panies are being reimbursed as provided above, the party conducting the 
58 operations for the Consenung Panies shall furnish the Non-Consennng Panies with an itemized statement of all costs and liabilities in-
59 curred in the operation of the well, together with a statement of the quantity of oil and gas produced from tt and the amount of proceeds 
60 realized from the sale of the well's working interest production during the preceding month. In determining the quantity of oil and gas 
61 produced dunng any month, Consenung Panies shall use industry accepted methods such as. but not limited to. metering ar periodic 
62 well tests. Any amount realized from the sale or other disposition of equipment newiy acquired in connecuon with any such operauon 
63 which wouid have been owned by a Non-Consenting Party had it paroapated therein shall be aedited against the total unreturned costs 
64 of the work done and of the equipment purchased in determining when the interest of such Non-Consenung Pany shall reven to it as 
65 above provided: and if there is a credit balance, it shall be paid to such Non-Consenting Party. 
66 

67 

68 

69 
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1 If and when the Consennng Parties recover from a Non-Consennng Pany's relinquished interest the amounts provided for above. 
2 the relinquished interests of such Non-Consennng Party shail automatically reven to it. and. from and after such reversion, such Non-
3 Consennng Party shall own the same interest m such well, the matenal and equipment in or pertaining thereto, and the production 
4 therefrom as such Non-Consenung Party wouid have been entitled to had it participated tn die drilling, reworking, deepening or piugging 
5 back of said weii. Thereafter, such Non-Consennng Party shall be charged with and shall pay its proporuonate pan of the further costs of 
) the operauon of said weii in accordance with die terms of this agreement and the Accounting Procedure attached hereto. 

9 

10 Notwttiistanding the provisions of this Article VI.B.2., it is agreed that without the mutual consent of all parnes. no weils shall 
11 be completed in or produced from a source of supply from which a well located elsewhere on the Contract Area is producing. nnU« such 
12 well conforms to the then-existing weii spacing pattern for such source of supply. 
13 
14 
15 
16 The provisions of this AruetTshall have no application whatsoever to the drilling of the initial weii desenbed in Article VIA. 
17 except (a) as to Articie VII.D.l. (Opuon No. 2), if seieaed. or (b) as to the reworking, deepening and plugging back of such initial well 
18 aiter it has been drilled to the depth specified in Article VI A. if it shall thereafter prove to be a dry hole or. if initially completed for pro-
19 duction. ceases to produce in paying quanuues. 
20 
21 
22 
23 3. Stand-By Time: When a well which has been drilled or deepened has reached its authonzed depth and all tests have been 
24 completed, and the results thereof furnished to the parues. stand-by costs incurred pending response to a party's nonce proposing a 
25 reworking, deepening, piugging back or completing operauon in such a well shail be charged and borne as pan of the drilling or deepen-
26 mg operauon just completed. Stand-by costs subsequent to all panies responding, or expirauon of the response ume permitted, whichever 
27 first occurs, and prior to agreement as to the participating interests of all Consenung Parties pursuant to the terms of the second gram-
28 maucai paragraph of Article VI.B.2, shall be charged to and borne as pan of the proposed operauon. but if the proposal is subsequently 
29 withdrawn because of insufficient participauon. such stand-by costs shall be allocated between the Consenung Panies m the proportion 
30 each Consenung Party's interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all Consenung Par-
31 ties. 
32 
33 
34 
35 4. Sidetracking: Except as hereinafter provided, those provisions of this agreement applicable to a "deepening'" operation shall 
36 also be applicable to any proposal to directionally control and intentionally deviate a well from vertical so as to change the bottom hole 
37 locauon (herein called "sidetracking"), unless done to straighten the hole or to drill around junk in the hole or because of other 
38 mechanical difficulties. Any party having the nght to parucipate in a proposed sidetracking operauon that does not own an interest in the 
39 affeaed well bore at the ume of the nouce shall, upon electing to participate, tender to the well bore owners its proportionate share (equal 
40 to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be uulized as follows: 
41 
42 
43 

44 (a) If the proposal is for sidetracking an exisung dry hole, reimbursement shall be on the basis of the actual costs incurred in 
45 the iniuai drilling of the weii down to the depth at which the sidetracking operation is initiated. 
46 

47 

48 

49 (b) If the proposal is for sidetracking a well which has previously produced, reimbursement shall be on the basis of the well's 
50 salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with the 
51 provisions of Exhibit " C " , less the esumated cost of salvaging and the esumated cost of plugging and abandoning. 
52 

53 
54 
55 In the event that nouce for a sidetracking operauon is given while the drilling rig to be utilized is on location, the response period 
56 shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays: provided, however, any party may request and 
57 receive up to eight (8) addiuonai days after expiration of the forty-eight (481 hours within which to respond by paymg for all stand-by time 
58 incuned during such extended response period. If more than one pany elects to take such addiuonai time to respond to the nonce, stand-
59 by costs shall be allocated between the parues taking addiuonai time to respond on a day-to-day basis in the proportion each elecung par-
60 ty"s interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all the elecung parues. In all other in-
61 stances the response penod to a proposal for sidetracking shall be limited to thirty (30) days. 
62 
63 
64 

65 C. TAKING PRODUCTION IN KIND: 
66 

67 Each party shall take in kind or separately dispose of its proporuonate share ot all oil and gas produced from the Contraa Area. 
68 exclusive of production which may be used in development and producing operauons and in prepanng and treaung od and gas for 
69 marketing purposes and produaion unavoidably lost. Any extra expenditure incurred in the taking in kind or separate disposiuon by any 
70 pany ot its proporuonate share of the producuon shall be borne by such pany. Any party taking its share ot produaion in kind shall be 
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1 required to pay tor only its proportionate share of such part of Operator's surface facilities which it uses. 

3 Each party shall execute such division orders and contracts as may be necessary for the sale oi its interest in production from 
4 the Contraa Area, and, excr as provided in Article VII.B.. shall be enuded to receive payment direoly from the purchaser thereat for 
5 its share of all produaion. '•> 

In the event any party shall fail to make the arrangements necessary to take tn kind or separateiv dispose ot its proportionate share of 
3 the oil produced from me Contraa Area. Operator shall have the right. suDiect to the revocation at will by the party owning it, but not 
9 the obligation, to purchase such oil or sell it to others at any time and from ume to time, for the account of the non-taking party at the 

10 best price obtainable in the area tor such production. Any such purchase or sale by Operator shall be subjea always to the right of the 
11 owner of the producuon to exercise at any time its right to take in kind, or separately dispose of. its share of all oil not previously 
12 delivered to a purchaser. Any purchase or sale by Operator of any other party s share of od shall be only for such reasonable periods of 
13 time as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess 
14 of one (1) year. 
15 ^2 
16 In the event one or more parues' separate disposiuon of its share of the gas causes split-stream deliveries to separate pipelines and/or 
17 deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respecnve proporuonate share of total gas sales to 
18 be allocated to it. the balancing or accounting between the respecuve accounts of the parues shall be in accordance with any gas balancing 
19 agreement between the parues hereto, whether such an agreement is attached as Exhibit "E". or is a separate agreement. 
20 
21 O. Access to Contraa Area and Information: 
22 
23 Each party shall have access to the Contraa Area at all reasonable times, at its soie cost and risk to inspea or observe operanons. 
24 and shall have access at reasonable times to information pertaining to the development or operation thereof, including Operator's books 
25 and records relating thereto. Operator, upon request, shall furnish each of the other parues with copies of all forms or reports filed with 
26 governmental agencies, daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of 
27 each month, and shall make available samples of any cores or cuttings taken from any well drilled on the Contraa Area. The cost of 
28 gathering and furnishing informauon to Non-Operator, other than that specified above, shall be charged to the Non-Operator that re-
29 quests the informauon. 
30 
31 E. Abandonment of Wells: 
32 
33 1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2.. any well which has been 
34 drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be piugged and abandoned 
35 without the consent of all parues. Should Operator, after diligent effort, be unable to contaa any parry, or should any party fail to reply 
36 within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon 
37 such well, such party shall be deemed to have consented to the proposed abandonment. All such wells shall be plugged and abandoned in 
38 accordance with applicable regulations and at the cost, risk and expense of the parues who participated in the cost of drilling or deepening 
39 such well. Any party who objects to plugging and abandoning such well shall haw tht ngn* w take over the well and condua further 
40 operations in search of oil and/or gas subjea to the provisions of Article VI.B. 
41 

^ 2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operauon has been conduaed 
"*3 hereunder for which the Consennng Parties have not been fully reimbursed as herein provided, any weii which has been completed as a 
A producer shail not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall 
'5 be plugged and abandoned in accordance with applicable regulations and at the cost, hsk and expense of all the parues hereto. If. within 
46 thirty (30) days after receipt of notice of the proposed abandonment of any well, all parues do not agree to the abandonment of such well. 
^ those wishing to connnue its operation from the interval(s) of the formation(s) then open to producuon shall tender to each of the other 
48 parues its proportionate share of the value of the well's salvable material and equipment, determined in accordance with the provisions of 
^9 Exhibit "C". less die esumated cost of salvaging and the esumated cost of pluggmg and abandoning. Each abandoning party shail assign 
50 the non-abandoning parues. without warranty, express or implied, as to tide or as to quantity, or fitness for use of the equipment and 
51 matenal. all of its interest in the well and related equipment, together with its interest in the leasehold estate as to. but only as to, the in-
5 2 terval or intervals of the formauon or formauons then open to produaion. If the interest of the abandoning party is or includes an od and 
53 gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease, limited to the interval or in-
54 tervals of the formauon or formauons then open to produaion, for a term of one (1) year and so long thereafter as oil and/or gas is pro-
55 duced from the interval or intervals of the formation or formations covered therebv, such lease to be on the form attached as Exhibit 
56 
57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

^0 
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" B ". The assignments or leases so limited shall encompass the ' 'drilling unit ' upon which the well is located. The payments by. and the 
assignments or ieases to. the assignees shail be in a ratio based upon the relaaonship ot their respecnve percentage ot parnapanon in the 
Contract Area to the aggregate ot the percentages ot parncipanon in the Contraa Area ot ail assignees. There shail be no readjustment ot 
interests in the remaining poruon of the Contraa Area. 

Therearter, abandoning parues shall have no further responsibility, liability, or interest in the operauon of or produaion from 
:he weii m the interval or intervals then open other than the royalues retained in any lease maae under the terms ot this Article. Upon re-
cuest. Operator shall continue to operate the assigned well for the account ot the non-aDandomng parues at the rates and charges con-
empiatea by this agreement, plus any aaditionai cost and charges which may arise as the result of the separate ownership of the assigned 

10 wed. Upon proposed abandonment of the producing lnterval(s) assigned or leased, the assignor or lessor shall then have the opuon to 
11 repurchase its prior interest in the well (using the same valuation formula) and parucipate in further operauons therein subjea to the pro-
12 visions hereof. 
13 
14 3 Abandonment of \on-Consent Operanons: The provisions of Arucie VI.E.l. or VI.E.2. above shail be applicable as between 
i 5 Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles: provided, however, no well shall be 
16 permanently plugged and abandonacLunless and unui all parues having the right to condua further operauons therein have been notified 

ot the proposed abandonment and afforded the opportunity to eiea to take over the well in accordance with the provisions of this Articie 
15 VI.E. 

• '•) 
20 u_ ARTICLE V I I . 
: i EXPENDITURES AND LIABILITY OF PARTIES 

•>-> 
-3 A. Liability of Parties: 
-5 The liability of the parues shall be several, not joint or collective. Each party shail be responsible oniv tor its obligauons. and 
26 shall be liable oniv for its proportionate share of the costs of developing and operaung the Contraa Area. Accordingly, the liens granted 

2" among the parues in Arucie VII.B. are given to secure only the debts of each severally. It is not the mtenuon of the parues to create, nor 
2? shall this agreement be construed as creatine, a mining or other partnership or assoaauon. or to render the parues liable as partners. 
x) I t is not the in ten t ion of"the part ies that t h i s contract is made or intended f o r 
~ the.benefi t of any , th i rd person. 

B. Liens and Payment Defaults: r 

31 
;2 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share 
3 3 oi oil andJor gas when extraaed and its interest in all equipment, to secure payment of its share oi expense, together with interest thereon 
34 at the rate provided in Exhibit "C". To the extent that Operatcr has a security interest under the Uniform Commeraal Code of the 
35 state. Operator shall be enutied to exercise the rtghts and remedies of a secured party under the Code. The bringing of a suit and the ob-
36 taming of ludgment by Operator for the secured indebtedness shall not be deemed an eleaion of remedies or otherwise affea the lien 
37 rights or security interest as security for the payment thereof. In addition, upon default by any Non-Operator in the payment of its share 
38 of expense. Operator shall have the right, without prejudice to other rights or remedies, to coiiea from the purchaser the proceeds from 
;9 the sale of such Non-Operator's share of oil and/or gas until the amount owed by such Non-Operator, pius interest, has been paid. Each 
-iO purchaser shall be enutied to rely upon Operator 's wntten statement concerning the amount of any default. Operator grants a like lien 
41 and security interest to the Non-Operators to secure payment of Operator 's proportionate share of expense. 
42 

43 If any party fails or is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor by 
44 Operator, the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that 
45 the interest of each such party bears to the interest of all such parties. Each pany so paying its share of the unpaid amount shall, to obtain 
46 reimbursement thereof, be subrogated to the security rights described in the foregoing paragraph. 
47 

48 C. Payments and Accounting: 
49 
50 Except as herein otherwise speafically provided. Operator shall promptly pay and discharge expenses incurred in the deveiopment 
51 and operauon of the Contraa Area pursuant to this agreement and shall charge each of the parues hereto with their respective propor-
52 uonate shares upon the expense basis provided in Exhibit "C". Operator shall keep an accurate record of the joint account hereunder. 
53 showing expenses incurred and charges and credits made and received. 
54 

55 Operator, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance 
56 of their respective shares of the esumated amount of the expense to be incurred in operauons hereunder during the next succeeding 
57 month, which right may be exercised only by submission to each such party of ~\ r iminii rTiiTrmim rrf rurh nrtimnrirl irrpanir intjrihir 
58 nmh tm invoice for its share thereof. Each sucn statement and invoice tor-the payment in advance ot estimated expense shall he submitted 
59 on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such estimate within 
60 fifteen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, the amount 
61 due shail bear interest as provided in Exhibit "C" until paid. Proper adjustment shall be made monthly between advances and-actuai ex-
62 pense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. 
63 
64 D. Limitation of Expenditures: 
65 

1 Drill or Deepen: Without the consent of all parues. no well shail be dnlled or deepened, except any well drilled or deepened 
67 pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling or deepening shall include: 
68 
69 
70 £ ^ 
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X Option No. 1. Ail necessarv expenditures tor the drilling or deepening, testing, completing and equipping ot the well, including 
necessarv tankage ana/or surtace taciiities. 

, _ Option No. 2: All ne sary expenditures tor the drilling or deepening and testing ot the weii. When such well has reached its 
juthorued depth, and ail tests have Deen completed, and the results thereot turnisned to the parties. Operator shall give immediate notice 

! :o the Non-Operators who have tne right to participate in the completion costs. The parties receiving sucn notice shail have torty-eight 
iK\ hours (exclusive oi Saturaav. Sundav and iegai holidavsi in which to elect to participate in tne setting ot casing ana the completion at-

s :empt. Such election, when made, shaii inciude consent to ail necessarv expenditures tor tne completing ano equipping ot such weii. in-
) Juding necessarv tankage and/or surtace taciiities. Failure ol any party receiving sucn notice to repiy within the period above tixed shall 

10 constitute an eiecuon by that party not to participate in the cost ot the compieuon attempt, if one or more, out less than all of the parties. 
11 elect to set pipe and to attempt a compietion. the provisions of Article VI.B.2. hereot ithe phrase reworking, deepening or plugging 
12 back" as contained in Article VI.B.2. shall be deemed to include "completing" > shall appiy to the operations thereafter conduaed by less 
13 than ail parties. 
14 
1' 2. Rework or Plug Back:-Without the consent ot aH parties, no weii shall be reworked or piugged back except a well reworked or 
16 piugged back pursuant to the provisions ot Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a well shall 
17 include all necessary expenditures in conducung such operauons and completing and equipping ot said weii. including necessary tankage 
;8 and/or surtace facilities. 

19 
20 3 Other Operauons: Without the consent of all parues. Operator shall not undertake any singie project reasonably estimated 
21 to require an expenditure in excess nt Twer t tV- f l 'Ve thousand Dollars i i 2 5 , 0 0 0 . 0 0 j 

22 except in connecuon with a weii. the drilling, reworking, deepening, compleung. recompleting. or plugging back of which has been 
23 previously authorized by or pursuant to this agreement: provided, however, that, in case ot explosion, tire, flood or other sudden 
24 emergency, whether of the same or different nature. Operator may take such steps and incur such expenses as in its opinion are required 
25 to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emergency to the other 
26 parues. If Operator prepares an authority for expenditure (AFE) for its own use. Operator shall furnish any Non-Operator so requesting 
2~! an information copv thereot tor any single project costing tn excess of F l T tSSFl thOUSand 
28 Dollars i i 1 5 , 0 0 0 . 0 0 t>ut than the amount first set torth above in this paragraph. 

29 
30 E. Rentals. Shut-in Well Payments and Minimum Royalties: 

31 
32 Rentals, shut-in well payments and minimum royalties which may be required under the terms of any iease shall be paid by the 
33 party or parues who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con-
34 tnbuted interests in the same iease to this agreement, such parties may designate one of such parties to make said payments for and on 
35 behalf of ail such parties. Any party may request, and shall be entitled to receive, proper evidence ot all such payments. In the event of 
36 failure to make proper payment ot any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
37 ment is required to continue the lease in force, any ioss which results from such non-payment shall be borne in accordance with the pro-

38 visions of Article IV.B.2. 

39 
40 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shutting in or return to production 
41 of a produang gas well, at least five i5) days (excluding Saturday, Sunday and legal holidavsi. or at the earliest opportunity permitted by 
42 circumstances, prior to taking such action, but assumes no liability for failure to do so. in the event of failure bv Operator to so notify 
_i3 Non-Operator, the loss of any lease contributed hereto by Non-Operator tor failure to make timely payments ot anv shut-in well payment 
44 shall be borne jointly by the parties hereto under the provisions of Article IV.B. 3. 
45 
46 F. Taxes: 
47 
48 Beginning with the first calendar year after the effective date hereof. Operator shall render for ad valorem taxation all property 
49 subjea to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they 
50 become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator informauon as to burdens (to include, but not 
51 be limited to, royalties, overnding royalties and produaion payments! on leases and oil and gas interests contributed by such Non-
"52 Operator. If the assessed vaiuauon of any leasehold estate is reduced bv reason of its being subjea to outstanding excess royalties, over-
53 riding royalties or production payments, the reduaion in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or 
54 owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflea the benefit of such reduc-
55 tion. If the ad valorem taxes are based in whole or in pan upon separate valuations of each party 's working interest, then notwithstanding 
56 anything to the contrary herein, charges to the joint account shall be made and paid by the parties hereto in accordance with the tax 
57 value generated by each party 's working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in 

58 the manner provided in Exhibit "C". 

59 
60 If Operator considers any tax assessment improper. Operator may. at its discretion, protest within the time and manner 
61 prescnbed by law. and prosecute the protest to a final determination, unless all parues agree to abandon the protest prior to final deter-
62 mmation. During the pendency of administrative or judicial proceedings. Operator may eiea to pay. under protest, all such taxes and any 
63 interest and penalty. When any such protested assessment shall have been finally determined. Operator shail pay the tax for the joint ac-
64 count, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as 

65 provided in Exhibit "C". 

66 
67 Each party shall pay or cause to be paid all produaion. severance, excise, gathering and other taxes imposed upon or with respea to 
68 the producuon or handling of such party s share of oil and/or gas produced under the terms of this agreement. 
69 
70 

-10-



A.A.P.L. FORM 610 - M O u d FORM OPERATING AGREEMENT - iv82 

ARTICLE Vn 
continued 

1 G. Insurance: 

At all times while operauons are conducted hereunder. Operator shall comply with the workmen's compensation law of 
4 the state where the operauons are being conduaed: provided, however, that Operator may be a self-insurer tor liability under said com­

pensation iaws in which event the only charge that shail be made to the joint account shall be as provided in Exhibit "C". Operator shall 
aiso carrv or provide insurance tor the ben ent of the joint account of the parues as outlined in Exhibit " D " . attached to and made a part 
hereot. Operator shall require all contraaors engaged in work on or for the Contraa Area to comply with the workmen's compensation 

i law oi the state where the operauons are being conduaed and to maintain such other insurance as Operator may require. 

10 In the event automobde public liability insurance is specified in said Exhibit " D " . or subsequendy receives the approval of the 
11 parues. no direa charge shall be made by Operator for premiums paid for such insurance for Operator s automouve equipment. 

12 
1 3 ARTICLE V I I I . 

14 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 

16 A. Surrender of Leases: 
17 
18 The leases covered by this agreement, insofar as they embrace acreage in the Contraa Area, shall not be surrendered in whole 
19 or m part unless all parues consent thereto. 

20 
21 However, should any pany desire to surrender its interest in any lease or in any portion thereof, and the other parnes do not 
22 agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of tide, all of its interest in 
23 such lease, or poruon thereof, and any weii. matenal and equipment which may be located thereon and any rights in producuon 
24 thereafter secured, to the parues not consenung to such surrender. If the interest of the assigning party is or includes an od and gas in-
25 terest. the assigning pany shall execute and deliver to the pany or panies not consenung to such sunender an oil and gas iease covering 
26 such oil and gas interest for a term of one ( 1) year and so long thereafter as oil and/or gas is produced from the land covered thereby, such 
2" lease to be on the form attached hereto as Exhibit " B " . Upon such assignment or iease, the assigning pany shall be relieved from all 
2S obligauons thereafter accruing, but not theretofore accrued, with respea to the interest assigned or leased and the operauon of any well 
29 attributable thereto, and the assigning pany shall have no further interest in the assigned or leased premises and its equipment and pro-
30 duction other man the royalties retained in any lease made under the terms of this Articie. The pany assignee or lessee shall pay to the 
31 party assignor or lessor the reasonable salvage value of the latter's interest tn any weils and equipment attributable to the assigned or leas-
32 ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit "C", less the esumated cost of 
33 salvaging and the esumated cost of plugging and abandoning. If the assignment or lease is in favor ot more man one pany, tne tnterest 

34 shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parues. 

35 
36 Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or sunendering 
37 pany 's interest as it was immediately before the assignment, lease or surrender in the balance of the Contraa Area: and the acreage 
38 assigned, leased or sunendered. and subsequent operations thereon, shall not thereafter be subjea to the terms and provisions of this 
39 agreement. 
40 
41 B. Renewal or Extension of Leases: 

42 
-i 3 If any party secures a renewal of any oil and gas lease subjea to this agreement, all other parties shall be notified promptly, and 
44 shall have the right for a period of thirty (.30) days following receipt of such notice in which to eiea to participate in the ownership of the 
45 renewal lease, insofar as such lease affects lands within the Contract Area, by paying to the party who acquired it their several proper pro-
46 portionate shares of the acquisition cost allocated to that part of such lease within the Contraa Area, which shall be in proportion to the 

47 interests held at that time by the parues in the Contraa Area. 

48 
49 If some, but less than all. of the parties eiea to participate in the purchase of a renewal lease, it shail be owned by the parties 
50 who eiea to parucipate therein, in a ratio based upon the relationship of their respective percentage of partiapation in the Contraa Area 
51 to the aggregate of the percentages of participation in the Contraa Area of all parties participating in the purchase of such renewal lease. 
52 Any renewal lease in which less than all parties eiea to participate shall not be subjea to this agreement. 
53 
54 Each party who participates in the purchase of a renewal lease shall be given an assignment of its proportionate interest therein 
55 by the acquiring party. 

56 
57 The provisions of this Arucie shall apply to renewal leases whether tfiey are for the entire interest covered by the expiring iease 
58 or cover only a poruon of its area or an interest therein. Any renewal lease taken before the expirauon of its predecessor lease, or taken or 
59 contraaed for within six (6) months after the expiration of die existing lease shall be subjea to this provision: but any lease takan-or con-
60 traaed for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be subjea to 

61 the provisions of this agreement. 

o2 
63 The provisions in this Arucie shall also be applicable to extensions of oil and gas leases. 
64 
(i5 C. Acreage or Cash Contributions: 

66 

67 While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of a well or any other 
68 operauon on the Contraa Area, such contribution shall be paid to the party who conduaed the drilling or other operauon and shall be 
69 applied bv it against the cost of such drilling or other operation. If the contnbution be in the form of acreage, the pany to whom die con-
"0 tribution is made shall promptly tender an assignment of the acreage, without wananty of title, to the Drilling Panies in the profusions 
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ARTICLE V I I I 
continued 

1 said Drilling Panies shared the cost oi drilling the well. Such acreage shaii become a separate Contraa Area and. to the extent possible, be 
2 governed by provisions identical to this agreement. Each pany shail prompuy noufy all other parues ot any acreage or cash contributions 
3 it mav obtain m support of anv well or any other operation on the Contraa Area. The above provisions shall also be applicable to op-
4 tional rights to earn acreage o»'side the Contraa Area which are in support of a weii drilled inside the Contraa Area. 

If anv party contracts tor anv consideranon relating to disposition ol such pany 's share ot substances produced hereunder, such 
consideration shall not be deemed a contnbuuon as contemplated in this Arucie VIU.C. 

• D. Maintenance of Uniform Interest: 
10 
; 1 For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreement, no 
12 party shall sell, encumber, transfer or make other disposiuon of its interest in the leases embraced within the Contract Area and in wells, 
1 3 equipment and produaion unless such disposition covers either: 
14 
15 1 the enure interest of the party in all leases and equipment and producuon: or 

10 
17 2. an equal undivided interest in all leases and equipment and produaion in the Contraa Area. 

18 
19 Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly subjea to this agreement 
20 and shall be made without prejudice to the right of the other parties. 
21 
22 If. at any time the interest of any party is divided among and owned by four or more co-owners. Operator, at its discretion, may 
2 3 require such co-owners to appoint a singie trustee or agent with full authority to receive nouces. approve expenditures, receive billings for 
24 and approve and pay such pany 's share of the joint expenses, and to deal generally with, and with power to bind, the co-owners of such 
25 party 's interest within the scope of the operauons embraced in this agreement: however, all such co-owners shall have the right to enter 
26 into and execute all contracts or agreements for the disposition of their respective shares of the od and gas produced from the Contraa 
27 Area and they shall have the nght to receive, separately, payment of the sale proceeds thereof. 
23 
29 E. Waiver of Rights to Partition: 

30 
31 If permitted by the iaws of the state or states in which the property covered hereby is located, each party hereto owning an 
32 undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided 
33 interest therein. 

34 
35 F nnfunaiinl Bight rn Pnrirhirm 

36 
37 i i l m t a ^ m i t m 0 m t t t ^ t t m f t ^ 

38 Area, it shail promptly give written notice to the other parties, with full informauon concerning its proposed ~iir r hirh thall IMi luili rhr 
39 name and address of the prospective purchaser (who must be ready, willing and able to purchaselth^puftllJic pi ice. and all other terms 
40 of the offer. The other parues shall then have an optional prior right, for a p—-~< 41111 III) J IJ iin 1 receipt of the nouce. to purchase 
41 on the same terms and conditions the interest which the min 1 njmi |inHlli 1 in 1II and. if this optional right is exercised, the purchas-
42 ing parties shall share the purchased 1111111 1 \\\ ||m |iiil|lfn 11 m that the interest of each bears to the total interest of all purchasing par-
43 ties. However, there shall be^j^fWleT^ntial right to purchase in those cases where any party wishes to mortgage its interests, or to 
44 disrxase onts^ujiiaiiiWTfyirnerger. reorganization, consolidation, or sale of all or substantially all of its assets to a subsidiary or parent com-

46 
47 ARTICLE IX. 

48 INTERNAL REVENUE CODE ELECTION 
49 

50 This agreement is not intended to create, and shall not be construed to create, a relationship of partnership or an association 
51 for profit between or among the parues hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several 
52 and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership, if, for federal income tax 
53 purposes, this agreement and the operations hereunder are regarded as a partnership, each party hereby affeaed eleas to be excluded 
54 from the application of all of the provisions of Subchapter " K " , Chapter 1, Subtide " A " , of the Internal Revenue Code of 1954. as per-
55 mitted and authorized by Seaion 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
56 ecute on behalf of each pany hereby affeaed such evidence of this election as may be required by the Secretary of the Treasury of the 
57 United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns, statements. 
58 and the data required by Federal Regulations 1.76i. Should there be any requirement that each party hereby affeaed give further 
59 evidence of this election, each such parry shall execute such documents and furnish such other evidence as may be requirad-by the 
60 Federal Internal Revenue Service or as may be necessary to evidence this election. No such pany shall give any nouces or take any other 
61 action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the-€ontraa 
62 Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter " K " . Chapter 1. 
63 Subtitle " A " , of the Internal Revenue Code of 1954. under which an eiecuon similar to that provided by Seaion 761 of the Codes per-
64 mitted. each party hereby affeaed shall make such election as may be permitted or required by such laws. In making the foregoing elec-
65 tion. each such party states that the income derived by such party from operations hereunder can be adequately determined without the 
66 computation of partnership taxable income. 

67 

68 
69 • * 7 
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ARTICLE X. 

CLAIMS AND LAWSUITS 

4 Operator may settle any singie uninsured third party damage claim or suit arising from operations hereunder if the expenditure 
5 Joes not exceed_ 

Ten Thousand and no/100 rinib™ 
i 10»Q0Q»Q0 and if the payment is in complete settlement or such claim or suit. If the amount required for settlement ex­
ceeds the above amount, the parues hereto shall assume and take over the further handling ot the claim or suit, uniess such authority is 

8 delegated to Operator. All costs and expenses oi handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
1 pense ot the parues participating in the operauon from which the claim or suit arises, if a claim is made against any party or if any party is 

10 sued on account oi any matter arising trom operauons hereunder over which such individual has no control because of the rights given 
11 Operator by this agreement, such party shall immediately noufy all other parues. and the claim or suit shall be treated as any other daim 

12 or suit involving operauons hereunder. 

13 

14 ARTICLE X I . 

15 ^ FORCE MAJEURE 

16 
17 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligauons under this agreement, other than 
18 the obligation to make money "payments, that party shall give to all other parties prompt wntten notice of the force majeure with 
19 reasonably full particulars concerning it; thereupon, the obligauons of the party giving the nouce. so far as they are affected by the force 
20 maieure. shall be suspended during, but no longer than, the continuance of the force majeure. The affected party shall use all reasonable 
21 diligence to remove the force majeure situation as quickly as practicable. 
->2 
23 The requirement that any force maieure shall be remedied with ail reasonable dispatch shall not require the settlement of strikes. 
24 lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall be entirely 
25 within the discretion ot the party concerned. 
26 
27 The term "force maieure". as here employed, shall mean an act oi God, strike, lockout, or other industrial disturbance, aa of 
28 the public enemy, war, blockade, public riot, lightning, tire, storm, flood, explosion, governmental action, governmental delay, restraint 
29 or inacuon. unavailability of equipment, and any other cause, whether of the kind speafically enumerated above or otherwise, which is 
30 not reasonably within the control of the pany claiming suspension. 
31 
32 ARTICLE XI I . 
33 NOTICES 
34 
35 All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise 
36 specifically provided, shall be given in writing by mail or telegram, postage or charges prepaid, or by teiex or telecopier and addressed to 
37 the parties to whom the nouce is given at the addresses listed on Exhibit " A " . The originaung notice given under any provision hereof 
38 shall be deemed given only when received by the party to whom such notice is directed, and the time for such party to give any nonce in 
39 response thereto shall run from the date the originating notice is received. The second or any responsive notice shall be deemed given 
40 when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party 

41 shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other panies. 

42 

*3 ARTICLE XI I I . 

44 TERM OF AGREEMENT 

45 
46 This agreement shall remain in full force and effea as to the oil and gas leases and/or oil and gas interests subjea hereto for the 
47 period of time seieaed below; provided, however, no party hereto shall ever be construed as having any right, title or interest in or to any 
48 lease or oil and gas interest contributed by any other party beyond the term of this agreement. 
49 _ 

50 — Opuon No. 1: So long as any of the oil and gas leases subjea to this agreement remain or are continued in force as to any part 
51 of the Contraa Area, whether by produaion, extension, renewal or otherwise. 
52 
53 3 Option No. 2: In the event the well described in Article VI.A.. or any subsequent well drilled under any provision of this 
54 agreement, results in production of oii and/or gas in paying quantities, this agreement shall conunue in force so long as any such well or 
55 wells produce, or are capable of produaion. and for an additional period of 90 fays f r o m cessation of all production: provided, 
56 however, if. prior to the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen-
57 mg, plugging back, testing or attempting to complete a well or weils hereunder, this agreement shall conunue in force until such opera-
58 tions have been completed and if production results therefrom, this agreement shall continue in force as provided herein. In the event the 
59 well desenbed in Article VI. A., or any subsequent well drilled hereunder, results in a dry hole, and no other well is producing, or capable 
60 of produang oil and/or gas from the Contract Area, this agreement shall terminate unless drilling, deepening, plugging back or rework-
61 ing operations are commenced within ^ days from the date of abandonment of said well. 
62 
63 [t 'S agreed, however, that the termination of this agreement shall not relieve any party hereto from any liability which has 
64 accrued or attached prior to the date of such termination. 
65 

66 

67 
68 • ± 
<0 . _ 1 3 S S * £ & . 
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ARTICLE XIV. 

COMPLIANCE WITH LAWS AND REGULATIONS 

A. Laws. Regulations and Orders: 

This agreement shail be suoiea to tne conservation iaws ot tne state in wmch the Contract Area is located, to the valid rules, 

retiuiauons. ana orders ot anv duiv constituted regulatory txxiy ot saia state: ana to ail other applicable tederai. state, and local laws, or-

* jmances. ruies. regulations, ana orders. 

•) 
10 B. Governing Law: 
11 
12 This agreement and all matters pertammg hereto, including, but not limited to. matters ot pertormance. non-performance, breach. 
13 remedies, proceaures. rights, duties and interpretauon or construction, shail be governed and determined by the iaw ot the state in which 
14 'he Contract Area is located. If the Contraa Area is in two or more states, the law ot the state ot New Mexico 
15 shall govern. -~" 
16 

17 C. Regulatory Agencies: 
18 _ 
19 Nothing herein contained shall grant, or De construed to grant. Operator the right or authority to waive or release any rights, 
20 privileges, or obligations which Non-Operators may have under tederai or state laws or under rules, reguiauons or orders promulgated 
21 under such laws in reference to oil. gas and mineral operations, including the location, operation, or producuon ot wells, on tracts offset-
22 ting or adjacent to the Contract Area. 
23 
24 With respea to operations hereunder. Non-Operators agree to release Operator from anv and all losses, damages, injuries, claims 
25 and causes of acuon arising out of. incident to or resulting directly or indirealy from Operator s interpretauon or application of rules. 
26 rulings, reguiauons or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-
2~ plication was made in good faith. Each Non-Operator turther agrees to reimburse Operator tor anv amounts appiicable to such Non-
28 Operator s share ot producuon that Operator mav be required to refund, rebate or pay as a result of such an incorrea interpretation or 
29 application, together with interest and penalties thereon owing by Operator as a result of such incorrect interpretation or application. 
30 
31 Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser 
32 ot any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the "Crude Oil Windfall Profit Tax Act 
33 of 1980". as same may be amended from time to time ("Act"), and any valid regulations or rules which mav be issued bv the Treasury 
34 Department from time to time pursuant to said Act. Each party hereto agrees to furnish any and all certifications or other informauon 
35 which is required to be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Aa. 
36 
37 ARTICLE XV. 
38 OTHER PROVISIONS 

39 
40 
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10 
11 
12 
13 
14 
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19 
20 
21 
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23 
24 
25 

ARTICLE XVI. 
MISCELLANEOUS 

This agreement shaii be ̂ nams upon ana shall mure to the beneht ot the parties nereto ana co their respective hem. devaees. 
legal representatives, successors ana assigns. 

This instrument mav oe executed in anv numoer ot counterparts, eacn ot wmcn snaii be consioerea an onemai tor all purposes. 

IN WITNESS WHEREOF, this agreement snail be ettecnve as ot 1 5th jav ot March IQ 90 

OPERATOR 

^ MESA OPERATING LIMITED PARTNERSHIP 
^ By: Pickens Operating Co., General Partner 

Bv: > ^ W ^ > ^ L 
Richard W. Petrie 

18 — Richard W. Petrie n*\Jl 
Manager-Land & Acquisitions 

NON -OPERATORS 

AMOCO PRODUCTION COMPANY 

CONOCO, INC. 

By: tkomas 01 • (I 
Thomas M. Wadsworth f ~ > ^ \ ^ 
A t t o r n e y - i n - F a c t ,7*5^ 

28 — • By: 

29 
30 
31 
32 
33 By: 
34 
3 5 FINA OIL AND CHEMICAL COMPANY 
36 
37 
38 
39 
40 
41 AMERICAN ROYALTY PRODUCING COMPANY 
42 
43 
44 By: 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 

68 FC S t a t e Com #7 
69 
70 
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ARTICLE XVI. 

MISCELLANEOUS 

This agreement snail be binding upon ana shaii mure to the benent ot the parties nereto ana to their respecnve netrs. devisees, 
legal reoresentanves. successors ana assigns. 

This instrument mav oe executea in anv numoer ot counterparts, eacn ot wnicn snaii be considered an original tor aii purposes. 

IN WITNESS WHEREOF, this agreement shaii be ettecnve as ot iav ot 19 

OPERATOR 

^ MESA OPERATING LIMITED PARTNERSHIP 
^\ By: Pickens Operating Co., General Partner 

Richard W. Petrie 
Manager-Land & Acquisitions 

By:. 

NONOPERATORS 

AMOCO PRODUCTION COMPANY 

CONOCO, INC. 

By: 

23 By: 

29 
30 
31 
32 
33 By: 
34 
3 5 FINA OIL & CHEMICAL COMPANY 
36 
37 
38 
39 
40 
41 AMERICAN ROYALTY PRODUCING COMPANY 

42 
43 
44 By: 

45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

'/O 

57 
58 
59 
60 

61 
62 
63 
64 
65 
66 
67 

68 - F" . 
69 
70 
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EXHIBIT "A" 

Attached to and maae a part of that certain Operating Agreement dated 
Marcn 15, 1990, by and between Mesa Operating Limited PartnersniD as Operator 
and Amoco Production ComDany, Conoco, Inc. and Fina Oil & Chemical Company 
as Non-Operators. 

(1) Identification of lands subject to agreement: 

(2) Restriction, i f any, as to depths or formations: Fruitland Coal 

(3) Percentages or fractional interest of parties to this agreement: 

(4) Addresses: 

Mesa Operating Limited Partnership 
P. 0. Box 2009 
Amarillo TX 79189-2009 

Amoco Production Company 
P. 0. Box 800 
Denver CO 80201-0800 

Conoco, Inc. 
Box 460 
Hobbs NM 88240 

Fina Oil & Chemical Company 
P. 0. Box 2990 
Midland TX 79702 

Township 30 North, Range 9 West 
Section 36: S/2 
San Juan County, New Mexico 

Mesa Operating Limited Partnership 
Amoco Production Company 
Conoco, Inc. 
Fina Oil & Chemical Company 

83.60% 
7.71% 
7.72% 
.97% 

Revised 5/17/90 
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EXHIBIT " " 

Attached to and made a part of that certain Operating Agreement dated March 15, 1990 
bv and between Mesa Operating Limited Partnership, as Operator, and 
Amoco Production Company, Conoco, Inc . , Fina Oi l & Chemical Company. American 
Rovaity Producing Company , as Non-Operators. 

ACCOUNTING PROCEDURE 
JOINT OPERATIONS 

I. GENERAL PROVISIONS 

1. Definitions 

"Joint Property" shall mean the%eal and personal property subject to the agreement to which this Accounting Procedure 
is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and mainte­
nance of the Joint Property. 
"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint Opera­
tions and which are to be shared by the Parties. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the Parties to this agreement other than the Operator. 
"Parties" shall mean Operator and Non-Operators. 
"First Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct supervision 
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity. 
"Technical Employees" shall mean those employees having special and specific engineering, geological or other profes­
sional skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems 
for the benefit of the Joint Property. 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean Material which~at the time i? so classified in the Material Classification Manual as 
most recently recommended by the Council of Petroleum Accountants Societies. 

Statement and Billings 

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint Ac- . 
count for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure, 
lease or facility, and all charges and credits summarized by appropriate classifications of investment and expense except 
that items of Controllable Material and unusual charges and credits shall be separately identified and fully described in 
detail. 

3. Advances and Payments by Non-Operators 

A. Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their 
share of estimated cash outlay for the succeeding month's operation within fifteen (15) days after receipt of the bill­
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each 
monthly billing to reflect advances received from the Non-Operators. 

B. Each Non-Operator shall pay its proportion of all bills within fifteen < 15) days after receipt If payment is not made 
within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Texas Commerce 
bank, Houston, Texas 0n the first day of the month in which delinquency occurs plus 1%or the maximum 

contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever 
is the lesser, plus attorney's fees, court costs, and other costs in connection with the collection of unpaid amounts. 

4. Adjustments 

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

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies. 
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5. Audits 

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera­
tor's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month 
period following the end of such calendar year: provided, however, the making of an audit shall not extend the time 
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section 
I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a 
joint audit in a manner which wiil result in a minimum of inconvenience to the Operator. Operator shall bear no por­
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed to by the Operator. The audits 
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or 
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit. 

B. The Operator shall reply in writing to an audit report within 180 days after receipt of such report. 

6. Approval By Non-Operators 

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this 
Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary provisions 
in regard thereto. Operator shall notify all Non-Operators of the Operator s proposal, and the agreement or approval of 
a majority in interest of the Non-Operators shall be controlling on all Non-Operators. 

I I . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Ecological and Environmental 

Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy environ­
mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological 
nature and pollution control procedures as required by applicable laws and regulations. 

2. Rentals and Royalties 

Lease rentals and royalties paid by Operator for the Joint Operations. 

3. Labor 

A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct of Joint 
Operations. 

(2) Salaries of First Level Supervisors in the field. 

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are excluded 
from the overhead rates. 

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly employed 
in the operation of the Joint Property if such charges are excluded from the overhead rates. 

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees 
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section I I . Such costs under 
this Paragraph 3B may be charged on a "when and as paid basis" or by "percentage assessment" on the amount of 
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section I I . If percentage assessment 
is used, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable 
to Operator's costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section I I . 

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph 
3A of this Section I I . 

4. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, retirement stock 
purchase, thrift, bonus, and otherireuefit plans of a like nature, applicable to Operator s labor cost chargeable to the Joint 
Account under Paragraphs 3A and 3B of this Section II shall be Operator's actual cost not to exceed the percent most recent­
ly recommended by the Council of Petroleum Accountants Societies. 

5. Matenal 

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

6. Transportation 

Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations: 

A. If Material is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall be made 
to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like material 
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties. 
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B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the Joint Ac­

count for a distance greater than the distance to the nearest reliable supply store where like material is normally 
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be 
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the 
Parties. 

C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is available 
when the actual charge is S400 or less excluding accessorial charges. The $400 will be aajusted to the amount most 
recently recommended by the Council of Petroleum Accountants Societies. 

7. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph 
10 of Section I I and Paragraph i. i i . and ii i . of Section I I I . The cost of professional consultant services and contract ser­
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates. 
The cost of professional consulteHt services or contract services of technical personnel not directly engaged on the Joint 
Property shaii not be charged?6~the Joint Account unless previously agreed to by the Parties. 

8. Equipment and Facilities Furnished By Operator 

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate 
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense, 
insurance, taxes, depreciatiaru and interest on gross investment less accumulated depreciation not to exceed 
twe I ve percent ( _ ! £ _ % ) per annum. Such rates shall not exceed average commercial rates currently pre­

vailing in the immeaiate area of the Joint Property. 

B. In lieu of charges in paragraph 8A above. Operator may elect to use average commercial rates prevailing in the immedi­
ate area of the Joint Property less 20%. For automotive equipment. Operator may elect to use rates published by the 
Petroleum Motor Transport Association. 

9. Damages and Losses to Joint Property 

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses 
incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's gross negligence or 
willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable 
after a report thereof has been received by Operator. 

10. Legal Expense 

Costs and expense of handling, investigating and settling litigation or claims, discharging of liens, payment 
of judgments and amounts paid for settlement of claims incurred in or resulting from operations under the 
agreement or necessary to protect or recover the Joint Property, and the costs and expenses incurred 1n con­
nection with hearings and other matters before governmental bodies and agencies and costs and expenses in­
curred in examining and curing t i t l e , except that no charge for services of Operator's legal staff shall be 
made. 

11. Taxes 

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof, 
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad valo­
rem taxes are based in whole or in part upon separate valuations of each party's working interest, then notwithstanding 
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance 
with the tax value generated by each party's working interest. 

12. Insurance (See Exhibit "D" attached) 

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the 
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker's Compensation and/ 
or Employers Liability under the respective state's taws. Operator may. at its election, include the risk under its self-
insurance program and in that event. Operator shall include a charge at Operator's cost not to exceed manual rates. 

13. Abandonment and Reclamation 

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory 
authority. 

14. Communications 

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and 
microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint 
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section I I . 

15. Other Expenditures 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section I I . or in Section I I I and which 
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint 
Operations. 
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III. OVERHEAD 

1. Overhead - Drilling and Producing Operations 

i. As compensation for administrative, supervision, office services and warehousing costs. Operator shall charge drilling 
and producing operations on either 

(x) Fixed Rate Basis. Paragraph lA. or "$ee Schedule I Attached hereto and made a part hereof 
( ) Percentage Basis. Paragrapn IB r 

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries 
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph 
3A. Section II. The cost and expense of services from outside sources in connection with matters of taxation, traffic, 
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates 
provided for in the above selected Paragraph of this Section III uniess such cost and expense are agreed to by the 
Parties as a direct charge to the Joint Account 

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services 
and contract services of technical personnel directly employed on the Joint Property: 

( ) shail be covered by the-overhead rates, or 
(X ) shall not be covered by4be overhead rates. 

iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services 
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in 
the operation of the Joint Property: 

(X) shall be covered by the overhead rates, or 
( ) shall not be covered by the overhead rates. 

A. Overhead - Fixed Rate Basis 

(1) Operator shail charge the Joint Account at the following rates per well per month: 

Drilling Well Rate $ 3 8 3 1 

(Prorated for less than a full month) 

Producing Well Rate $ 

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

(a) Drilling Well Rate 
(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill­

ing rig. completion rig. or other units used in completion of the well is released, whichever is later, except 
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or 
more consecutive calendar days. 

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive 
work days or more shail be made at the drilling well rate. Such charges shall be applied for the period 
from date workover operations, with rig or other units used in workover. commence through date of rig 
or other unit reiease. except that no charge shall be made during suspension of operations for fifteen 
(15) or more consecutive calendar days. 

(b) Producing Well Rates 

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

(2) Each active completion in a multi-completed well in which production is not commingled down hole shall 
be considered as a one-well charge providing each completion is considered a separate well by the govern­
ing regulatory authority. 

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall 
be considered as a one-well charge providing the gas well is directly connected to a permanent sales 
outlet 

(4) A one-well charge-shall be narlf for ths month in which slugging snd-abandonment operations t n com­
pleted on any weii. This one-well charge snail oe maae whether or not tne weii has produced except when 
drilling well rate applies. 

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

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the agreement 
to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate cur­
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and Gas 
Production Workers for the last calendar year compared to the calendar year preceding as shown by the index 
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States 
Department of Labor. Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics 
Canada, as applicable. The adjusted rates shall be the rates currently in use. plus or minus the computed ad­
justment 

B. Overhead - Percentage Basis 

(1) Operator shail charge the Joint Account at the following rates: 
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(a) Development 

Percent ( %) of the cost of deveiopment of the Joint Property exclusive of costs provided 
under Paragraph 10 of Section II and all salvage credits. 

(b) Operating 

Percent t %) of the cost of operating the Joint Property exclusive of costs provided under 
Paragraphs 2 and 10 of Section II. all salvage credits, the value of injected substances purchased for secondary 
recovery and all taxes and assessments which are levied, assessed and paid upon the mineral interest in and 
to the Joint Property. 

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

For the purpose of determining charges on a percentage basis under Paragraph IB of this Section III. development 
shall include ail costs in connection with drilling, redrilling, deepening, or any remedial operations on any or all 
weils involving the use*f drilling rig and crew capable of drilling to the producing interval on the Joint Prop­
erty: also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning 
when the well is not completed as a producer, and original cost of construction or installation of fixed assets, the 
expansion of fixed assets-and any other project clearly discernible as a fixed asset, except Major Construction as 
defined in Paragraph 2-of this Section III. All other costs shall be considered as operating. 

Overhead - Major Construction 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of 
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the 
Joint Property. Operator shall either negotiate a rate prior to the beginning of construction, or shaU charge the Joint 
Account for overhead based on the following rates for any Major Construction project in excess of s25,000.00 : 

A. _ 2 % of first $100,000 or total cost if less, plus 
3 

B. % of costs in excess of $100,000 but less than $1,000,000. plus 
2 

C. % of costs in excess of $1,000,000. 
Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single 
project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall be 
excluded. 

3. Catastrophe Overhead 

To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due 
to oii spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary 
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures. Operator 
shail either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on 
the following rates: 

A. —1 % of total costs through $100,000: plus 

B. 3 % of total costs in excess of $100,000 but less than $1,000,000: plus 

C. 2 % of total costs in excess of $1,000,000. 

Expenditures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead provi­
sions of this Section ill shall apply. 

4. Amendment of Rates 

The overhead rates provided for in this Section III may be amended from time to time only by mutual agreement between 
the Parties hereto if. in practice, the rates are found to be insufficient or excessive. 

*When design and engineering is furnished by third party contractors and charged to 
the Joint Account, the construction overhead charges on projects in excess of 
$25,000.00 shall be 1-1/2% of total cost. 
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IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS 

Operator is responsible for Joint Account Material and shall make proper and timely 
charges and credits for all Material movements affecting the Joint Property. Operator 
shall provide all Material for use on the Joint Property; however, at Operator's option, 
such Material may be supplied by the Non-Operator. Operator shall make timely 
disposition of idle and/or surplus Material, such disposal being made either through 
sale to Operator or Non-Operator, division in kind, or sale to outsiders. Operator may 
purchase, but shall be under no obligation to purchase, interest of Non-Operators in 
surplus condition A or B Material. The disposal of surplus Controllable Material not 
purchased by the Operator shall be agreed to by the Parties. 

1. Purchases 

Material purchased shall be charged at the price paid by Operator after deduction 
of all discounts received. In case of Material found to be defective or returned 
to vendor for any otfer reasons, credit shall be passed to the Joint Account when 
adjustment has been received by the Operator. 

2. Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint 
Property or disposed of by the Operator, unless otherwise agreed to by the Parties, 
shall be priced on the following basis: 

A. New Material (Condition A) 

(1) Tubular Goods Other than Line Pipe 

(a) Tubular goods, sized 2-3/8" OD and larger, except line pipe shall be 
priced at the currerrtHricrrket price based-on the average monthly-spot 
market price as determined by Pipe Logix, Inc. which is published in 
the American Metal Market Magazine effective on the date of movement 
plus transportation cost to be calculated by using the Oil Field 
Haulers Association's published interstate 30,000 pound truck rate 
from the nearest reliable supply store to the Joint Property which 
handles such material. 

(b) For grades which are special to one mill only shall be priced at the 
actual cost of that material plus transportation cost to be 
calculated by using the Oil Field Haulers Association's published 
interstate 30,000 pound truck rate from the nearest reliable supply 
store to the Joint Property which handles such material. 

(c) Special end finish tubular goods shall be priced at the actual cost 
of that material plus transportation cost to be calculated by using 
the Oil Field Haulers Association's published interstate 30,000 
pound truck rate from the nearest reliable supply store to the Joint 
Property which handles such material. 

(d) Macaroni tubing (size less than 2-3/8 inch OD) shall be priced at 
the actual cost of that material plus transportation cost to be 
calculated by using the Oil Field Haulers Association's published 
interstate truck rate per weight of the tubing transferred from the 
nearest reliable supply store to the Joint Property which handles 
such material. 

(2) Line Pipe 

(a) Line pipe movements (except size 24 inch OD and larger with walls 
3/4 inch and over) 30,000 pounds or more shall be priced under 
provisions of tubular goods pricing in Paragraph A.(l)(a) as 
provided above. 
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(b) Line p.pe movements (except size 24 inch 00 and larger with walls 
3/4 inch and over) less than 30,000 pounds shall be priced under 
provisions of tubular goods pricing in Paragraph A.(l)(a) as 
provided above. 

(c) Line pipe 24 inch 00 and over and 3/4 inch wall and larger shall be 
priced under provisions of tubular goods pricing in Paragraph 
A.(l)(a) as provided above. 

(3) Other Material shall be priced at the actual cost of that material, plus 
transportation costs to be calculated by using Oil Field Haulers 
Association's published interstate 30,000 pound truck rates from the 
nearest reliable supply store to the Joint Property which handles such 
material. 

(4) Unused new Material moved from the Joint Property shall be priced as 
provided above in Paragraph 2 A (1) and (2). 

B. Good Used Material (Condition B) 

Material in sound and serviceable condition and suitable for reuse without 
reconditioningn-

(1) Material moved to the Joint Property 

At seventy-five percent (75%) of current new price, as determined 
by Paragraph A. 

(2) Material used on and moved from the Joint Property 

(a) At seventy-five percent (75%) of current new price, as determined by 
Paragraph A, if Material was originally charged to the Joint Account 
as new Material or 

(b) At sixty-five percent (65%) of current new price, as determined by 
Paragraph A, if Material wa? originally charged to the Joint Account 
as used material. 

(3) Material not used on and moved from the Joint Property 

At seventy-five percent (75%) of current new price as determined by 
Paragraph A. 

The cost of reconditioning, if any, shall be absorbed by the transferring 
property. 

C. Other Used Material 

(1) Condition C 

Material which is not in sound and serviceable condition and not suitable 
for its original function until after reconditioning shall be priced at 
fifty percent (50%) of current new price as determined by Paragraph A. 
The cost of reconditioning shall be charged to the receiving property, 
provided Condition C value plus cost of reconditioning does not exceed 
Condition B value. 

(2) Condition 0 

Material, excluding iunk, nc longer suitable for its original purpose, 
but usable for some other purpose shall be priced on a basis commensurate 
with its use. Operator may dispose of Condition D Material under 
procedures normally used by Operator without prior approval of 
Non-Operators. 

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as 
Grade A and B seamless line pipe of comparable size and weight. 
Used casing, tubing or drill pipe utilized as line pipe shall be 
priced at used line pipe prices. 
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(b) Casi-7, tubing or drill pipe used as higher pressure service lines 
than standard line pipe, e.g. power oil lines, shall be priced under 
normal pricing procedures for casing, tubing, or drill pioe Unset 
tubular goods shall be priced on a non upset basis 

(3) Condition E 

Junk shall be priced at prevailing prices. Operator may dispose of 
Condition E Material under procedure normally utilized by Onerator 
without prior approval of fton-Operators. H 

0. Obsolete Material-

Material which is serviceable and usable for its original function but 
condition and/or value of such Material is not equivalent to that which would 
just fy a price as provided above may be specially priced as agreed tS bv the 
Parties Such pr ce should result in the Joint Account being charged with the 
value of the service rendered by such Material. 

E. Pricing Conditions 

(1) 1n

n

9

f ^"
n1°a.din9 c°st* m

c

ay be char9ed to the Joint Account at the 
rate of twenty-five cents (25«fc) per hundred weight on all tubular goods 
movements, m lieu of actual loading or unloading costs sustained at the 
stocking point. The above rate shall be adjusted as of the first Say of 
April each year following January 1, 1985 by the same percentage increase 
or decrease used to adjust overhead rates in Section III" PaESSS 
l.A(3J. Each year, the rate calculated shall be rounded to the nearest 
cent and shall be the rate in effect until the first day of AprV\ next 
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(2) Material involving erection costs shall be charged at aoDlicable 
percentage of the current knocked-down price of new Material. H M " t a D , e 

3. Warranty of Material Furnished by Operator 

Operator does not warrant the Material furnished. In case of defective Material 
credit shall not be passed to the Joint Account until adjustment has been reel ved 
by Operator from the manufacturers or their agents. received 

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories. Notice and Representation 

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

2. Reconciliation and Adjustment of Inventories 

Adjustments to the Joint Account resulting from the reconciliation of a physic?! inventory shall be made within six 
months following the taking of the inventory. Inventory adjustments snaii be made by Operator to the Joint Account for 
overages and shortages, but Operator shail be held accountable only for shortages due to lack of reasonable diligence. 

3. Special Inventories 

Special inventories may be taken whenever there is any sale, change of interest or change of Operator in the Joint Property. 
It shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes 
place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases involving a change 
of Operator, all Parties shall be governed by such inventory. 

4. Expense of Conducting inventories 

A. The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by the 
Parties. 

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in­
ventories required due to change of Operator shall be charged to the Joint Account. 
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SCHEDULE I 

Attached to and made a part of Joint Operating Agreement dated March 15 f 1990 

by and between Mesa Operating Limited Partnership , as Operator, and Amoco 
Production Company, Conoco, Inc., Fina Oil & Chemical Company, American Royalty Producing 
Company as Non-Operators. 

The Combined Fixed Rates, as heretofore provided under Section III, 
Paragrapn A. of the COPAS Accounting Procedure to which this schedule is 
attached, shall be in lieu of all charges to the Joint Account for the indirect 
costs and expenses incurred by Operator in providing the joint operations with 
the producing and development functions and services hereinafter identified as 
Compensation for Administrative, Supervision, Office Services and Warehousing 
costs. 

The following reflects a representative abridged listing of the functions 
and/or services which shall be considered as included in the Operator's District 
Expense and Warehousing, and should serve as a guide for similar functions in­
tended to be covered by the Combined Fixed Rates even though some of the 
functions may be contrac^jervices performed by third parties. 

Salaries, Benefits and Related Costs of Field, Area and/or Oistrict: 
Managers and/or Superintendents 
Foreman - Superintendent 

Drilling - (Except when permitted as a direct charge under 
Para, l . i i , Sec. Ill) 

Production - (Except when permitted as a direct charge under 
Para, l . i i , Sec. Ill) 

Construction - (Except when permitted as a direct charge under 
Para, l . i i , Sec. Ill) 

Production Engineers - (Except when permitted as a direct charge 
under Para, l . i i , Sec. Ill) 

Production Geologists - (Except when permitted as a direct charge 
under Para, l . i i , Sec. Ill) 

Other Technical Employees - (Except when permitted as a direct 
charge under Para, l . i i , Sec. Ill) 

Office Stenographers 
Office Clerks 

Time Keeping 
Preparation of Boat, Automotive and Other Vehicle Reports 
Local Purchasing (Field Orders) 
Preparation and Coding of Invoices 
Preparation of Material Requisitions 
Preparation of Field Transfers 
Preparation of Field Receiving Reports 
Posting of Production Reports 
Preparation of Over and Short Reports 
Reading and Integration of Charts 
Preparation of Field Gas Production and Consumption Report 
Preparation of Field Office Reports to State and Federal 
Regulatory Bodies 

Miscellaneous Routine Field Office Clerical Duties 
Field Office Inventory Men 
Conducting Physical Inventories 
Preparation of Field Inventory Records 

Office Equipment, Supplies, Stationery and Forms 

Maps, Photostats and Blueprints, when required for qeneral 
District Use. 

Rentals 
Rentals paid for buildings, office and storage space used by 
District employees. 

Rentals paid in connection with sites for Oistrict production 
offices, camps, warehouses and other facilities used specifically 
for District purposes. 

Ad Valorem Taxes 
Taxes paid on buildings and equipment charged to Operator's 
Field, Area, and/or District investment accounts. 



Insurance 
Net cost of all types of insurance, including workmen's 
compensation and public liability insurance; when such insurance 
is applicable to Oistrict. 

The following r--Meets a representative abridged listing of the functions 
and/or services which snail be considered as included in the Operator's Adminis­
trative Overnead, and should serve as a guide for similar functions intended to 
be covered by the combined Fixed Rates even though some of the functions may be 
contract services performed by third parties. 

General Management 

General Operating Administration 
Drilling Managers and/or Superintendents and Office Staffs 
Production Managers and/or Superintendents and Office Staffs 
Civil Engineers - (Except when permitted as a direct charge under 

~ Para, l . i i , Sec. I l l ) 
Reservoir Analysis and Engineering 
Petroleum^Engineers - (Except when permitted as a direct charge 

4_ under Para, l . i i , Sec. I l l ) 
Negotiation of Production and Residue Gas Sales 
Negotiation of Major Gas Sales 
Preparation and Negotiation of Joint Operation Agreements 
Preparation of General Production Records 
Traveling and Transportation Expense of Home, Division, Area, 
Region, or similar Administrative Office Employees 

General Accounting and Services 
Checking of invoices 
Preparation of Paychecks 
Responsibility of Account Distribution or Coding 
Payment of Vendor's Invoices 
Maintaining Property Investment Records 
Preparation of—Jo+nt Interest Cilling 
Preparation of Royalty Checks 
Machine Accounting and Data Processing Functions 
Photostat and Other Reproduction Service 
Ad Valorem Tax Service and/or Counsel 
Systems and Procedures 
Internal Auditing 

Communications Expense - Telephone, telegraph and teletype 
service rendered to the district; also operating expenses 
of radio communication systems which serve the district 
and which are not chargeable to any particular lease or facility 
operation. The costs applicable to communication service 
and/or equipment directly employed on and serving the joint 
property shall be direct charge to the joint property. 

Area and/or District Office Utility Services 

Local Field, Area and/or District Recreation Facilities 

Safety Meetings and/or Dinners 

Area and/or Oistrict Office Safety Equipment 

First Aid Supplies 

Physical and Medical Examinations - Cost of pre-employment and 
medical examinations of personnel to be employed in the dis­
trict, including costs of annual or periodic examinations and 
immunizations. 

Transportation, including freight and express costs when such 
costs are incurred directly in the operation and/or maintenance 
of district offices, buildings, and facilities. 

Traveling Expense of district employees when such expense is for 
the sole benefit of the district. Traveling and personal ex­
penses of district employees attending oil show, API meetings, 
and company training schools, etc., which are for the primary 
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benefit of the Operator shall be borne solely by the Operator. 

Moving Expenses - Costs of moving and transfer of district 
employees including relocation expenses such as real estate fees, 
closing cost, compensation for loss on sale of home, carpeting 
and draperies, etc., when transferred within or into the 
district. Costs incurred for the primary benefit of the 
Operator, such as transfer of trainees, shall be Dome solely by 
the Operator. 

Memberships, dues and Subscriptions for Field, Area and/or Oistrict 
Personnel. 

Depreciation on Operator's wholly-owned Field, Area, and/or 
Oistrict production offices, equipment, buildings, camps, roads, 
fences, canals, docks, marine terminals, and slips etc., used for 
District purposes. 

Repair and Maintenance on Operator's wholly-owned Field, Area, 
and/or District production offices, equipment, buildings, camps, 
roads, fenees, canals, docks, marine terminals, and slips, etc. 
including the cost of small tools and supplies used specifically 
for District purposes. 

Warehouse - wholly-owned 
Depreciation 
Operating and Maintenance Expense 
Cost of Storing and Handling Material 

Title Record and Division Order Administration 
Landman and Titlemen 
Maintenance of Division of Interest Records 
Obtaining Royalty Signatures 

Exploration Administration 
Geologist - (Except when permitted as a direct charge under 

Para, l . i i , Sec., I I I ) 
General Research 
Geophysicists 

General Purchasing Administration 

Industrial and Public Relation Administration 
Employee Relation Counselor 
Safety Engineer 
Industrial Nurse and/or Doctor 
Dinners, Parties, etc. 
Safety Awards 
Incentive Awards 
Thanksgiving Turkeys or Christmas Baskets 
Contributions to Charity and/or Civic Organizations 
Special Investigators 
Administration of Benefit Plans 

General Oil and Gas Well Proration and Pricing Administration 
Preparation of Reports to and Representation before 
Governmental Agencies 

General Legal Counsel (Operator's Legal Staff) 
Preparation of Contracts 
Claims and Litigation 
Title and Other Opinions 

Transportation and Traffic Administration 

Insurance Administration 
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EXHIBIT "D" 

Attached to and made part of that certain Operating Agreement dated March 15 
, 1990, by ana between Mesa Operating Limited Partnership , 

as Operator, and Amoco Production Company, Conoco, Inc., Fina Oil & Chemical Company, 
American Royalty Producing Company , as Non-Operators. 

I. Operator shall at all times while operations are conducted by it for the 
Joint Account on the jointly-owned acreage, carry or cause to be carried, 
pay for, and charge to the Joint Account Worker's Compensation and 
Occupation Disease Insurance including Employer's Liability Insurance 
covering the employees of Operator engaged in operations hereunder in 
compliance with all applicable State and Federal Laws. Such policies shall 
contain underwriters,waiver of subrogation in favor of the Parties. 

II. Operator shall carry for its interest and for the interest of any 
non-operator so electing to participate in writing, within 60 days of the 
date of the Operating Agreement, the following types and limits of 
insurance: ^ 

(A) Comprehensive General Liability covering operations conducted 
hereunder by Operator for the Parties with Limits of: 

Combined Bodily Injury & Property Damage 
$1,000,000 per occurence 
$1,000,000 Aggregate 

(B) Automobile Liability covering all vehicles owned, non-owned, or 
hired and used in connection with operations conducted hereunder by 
Operator for the Joint Account with limits of: 

Combined Bodily Injury & Property Damage 
$1,000,000 per occurence 
$1,000,000 Aggregate 

The premiums for all such optional insurance so carried in Paragraph II 
shall be paid by Operator and may be charged directly to such non-operators 
as elect in writing to participate to the extent that their interest is 
insured. 

III. Each party hereto may acquire at its own expense, any additional 
insurance to protect itself. Each such policy shall provide for 
underwriters waiver of subrogation in favor of the other Parties. 

IV. Operator shall have the right, but not the obligation, to require 
satisfactory evidence of insurance or self-insurance from each non-operator 
which does not elect to participate in the optional insurance in Paragraph 
II above. 

V. Operator shall have the right, but not the obligation, to require 
satisfactory evidence of adequate insurance or self-insurance for cost of 
control of well and pollution liability from each non-operator. Operator 
shall not provide this coverage for the benefit of the Joint Account. In 
the event that any party fails to provide evidence of Insurance as required 
herein ("failing party"), the Operator may, at its sole discretion, provide 
such insurance for and at the direct-expense of the falling party. Such 
expense shall be a Joint Account expense if not paid by the falling party. 
The Operator is under no obligation to provide such insurance for the party 
so failing to provide satisfactory evidence of its own insurance and 
nothing contained herein shall be construed to alter the obligations of any 
party hereunder. 
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Unit Area to less than 75% of such Over-produced Party's 
Percentage Ownership in the gas produced. If at any time more 
than one Under-produced Party is taking in excess of its gas 
production account, then each such Under-produced Party shall 
be entitled to a snare of the gas production made available by 
the Over-produced Parties in the ratio that the Percentage 
Ownership of each Under-produced Party bears to the total 
Percentage Ownership of all Under-produced Parties currently 
taking tas. 

(2) For the purposes of balancing production accounts as provided in 
Section 3 hereof, the Under-produced Party, to the extent it is 
taking gas in excess of that attributable to its Percentage Owner­
ship, shall be deemed to be recovering volumes of gas offsetting 
prior over Deduction by the Over-produced Party on a last-in, 
first-out basfts: (Last over-production volume is offset by First 
Makeup volume). 

(3) Each party's gas production account is in balance when such party 
has utilized or sold the same percentage of the total cumulative 
production from joint wells in a reservoir as such party's Percent­
age Ownership. 

(4) It is contemplated that some of the parties may arrange to have 
their gas processed in a gas processing plant for the recovery of 
liquefiable hydrocarbons. This Agreement does provide a basis for 
balancing any liquefiable hydrocarbons recovered from a gas process­
ing plant. 

3. When production from a proration unit permanently ceases, there shall be 
an accounting between the parties hereto so that any Under-produced Party 
shall receive a sum of money equal to the lesser of: (1) the 
Under-produced Party's contract -prica if^xsntf acted for or (Z) the amount 
actually received, (including processed liquid proceeds), less applicable 
taxes, royalty, and costs, such as processing, dehydration, compression 
and transportation, if not participated in by the Under-produced Party, 
by any Over-produced Party from the sale or utilization by it of that 
part of the total cumulative volumes of gas produced from the proration 
unit to which any Under-produced Party was entitled. If a portion of a 
Party's gas is taken for its own use and a portion thereof is sold, the 
gas value will be based on the price received simultaneously by such 
party for gas being sold from the proration unit. During periods in 
which a party is taking all of its gas for its own use, any gas so taken 
will be valued at the maximum price which such party could have received 
for such gas if actually delivered under such party's contract, or if 
not, the weighted average price received simultaneously by all parties 
for gas sold from the proration unit. All Over-produced Parties shall 
maintain adequate records of prices and volumes of over production and 
provide same to Under-produced Parties at the time of settlement when 
production permanently ceases. 

4. During the term hereof, each party selling gas from a proration unit in 
any month will furnish or cause to be furnished to each of the other 
Parties a statement showing the volume utilized and sold. The Operator 
shall furnish monthly to each party a statement showing the status of the 
over and short accounts of all parties. 

5. Each Party taking gas shall pay any and all production taxes due on the 
gas. 

6. At all times while gas is produced from the proration unit, each Party 
hereto shall make settlement with the respective royalty owners to whom 
they are each accountable, just as if each party were taking or deliver­
ing to its purchaser its share, and its share only, of the total gas 
production. The Over-produced Party will report said production within 
30 days following the month of production so that the Under-produced 
Party can make his royalty payments in a timely manner. Each party 
hereto agrees to hold each other party harmless from any and all claims 
for royalty payments asserted by royalty owners to whom each party is 
accountable. The term "royalty owners" shall include owners of royalty, 
overriding royalties, production payments and similar interests. 
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7. The operating expenses are to be borne as provided in the Operating 
Agreement, regardless of whether all parties are selling or using gas or 
whether the sales and use of each are in proportion to Percentage Owner­
ship. The Operat r under the Operating Agreement is authorized to carry 
out the provisions of this Agreement, but shall not be liable for its 
failure to do so as long as it acts in good faith and as would a reason­
ably prudent Operator in the same or similar circumstances. 

3. This Agreement shall constitute a separate agreement as to each well and 
as to each separately metered reservoir produced from each well within 
the proration unit. 

9. This Agreement shall terminate when production permanently ceases and the 
parties' gas production accounts are balanced according to this 
Agreement. 

10. Each party indemnifies the other parties against all liability for and 
agrees to defend the parties against all claims which may be asserted by 
third parties who now or hereafter stand in a contractual relationship 
with such indemnifying party whenever such claims are based upon said 
contractual relationship and arise out of the operation of this Agreement 
or activities of any party under its provision, and further agrees to 
save the other parties harmless from all judgments or damages sustained 
and costs incurred in connection therewith. 

11. The terms, covenants and conditions of this Agreement shall be binding 
upon and shall inure to the benefit of the parties and their respective 
successors and assigns. The parties agree to give notice of the exis­
tence of this Agreement to any successor in interest and make any trans­
fer of any interest subject to the terms of this Agreement. 

12. This Agreement may be signed in counterpart and each counterpart when 
taken with all other counterparts shall constitute a binding agreement 
between the parties. This Agreement shall become effective as to the 
parties who have executed the Agreement, even though it has not been 
executed by all parties named herein. 

Executed before the undersigned competent witnesses as of the dates shown 
below, to be effective as of the date of first production. 

OPERATOR: 

MESA OPERATING LIMITED PARTNERSHIP 

By:Pickens Operating Co. 
General Partner 

WITNESSES: By: 
Claude B. Jenkins 
Vice President Marketing 

Date: 

WITNESSES: 
By:_ 

Date: 

NON-OPERATORS: 

NAME 

NAME 

WITNESSES: By:_ 

Date: 
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•.tnacnea to ana maae a aart az chat certain Operating Agreement dated 
March 15 _> 1990 by ana between Mesa Operating Limited 
Partnershio • a 3 Operator, and Amoco Production Company, Conoco, Inc., 

Fina Oil & Chemical Company, American Rcyalty Producing Company* as Nun-uperaturs 

EXHIBIT "F" 

CONTRACTOR'S CERTIFICATION FOR 
MESA OPERATING LIMITED PARTNERSHIP 

;. ZOUAL EMPLOYMENT OPPORTUNITY 

it is hereby agreed that the following provisions, which are also set 
forth in Section 202 of Executive Order 11246, are made a part of each 
agreement and purchase order presently existing or which may be entered into 
nereafter, between Contractor and Mesa Operating Limited,Partnership. 

1. Contractor will not discriminate against any employee or 
applicant for empliryment because of race, color, religion, 
sex or national origin. Contractor will take affirmative 
action to ensure that applicants are employed, and that 
employees are treated during employment, without regard to 
their race, color, religion, sex or national origin. Such 
action shall include, but not be limited to the following: 
Employment, upgrading, demotion or transfer, recruitment or 
recruitment advertising; layoff or termination; rates of 
pay or other forms of compensation; and selection for the 
training, including apprenticeship. Contractor agrees to 
post in conspicuous places, available to employees and 
applicants of employment, notices to be provided by the 
contracting officer, setting forth the provisions of this 
nondiscrimination clause. 

2. Contractor will, in all solicitations or advertisements for 
employees placed by or on behalf of Contractor, state that 
all—qualified .applicants «wil! receive consideration fer 
employment without regard to race, color, religion, sex or 
national origin. 

3. Contractor will send to each labor union or representative 
of workers with which he has a collective bargaining 
agreement or other contract or understanding, a notice to 
be provided by the agency contracting officer, advising the 
labor union or workers' representatives of the Operator's 
commitments under Section 202 of Executive Order No. 11246 
of September 24, 1965, and shall post copies of the notice 
in conspicuous places available to employees and applicants 
for employment. 

4. Contractor will comply with all provisions of Executive 
Order No. 11246 of September 24, 1965, and of the rules, 
regulations and relevant orders of the Secretary of Labor. 

5. Contractor will furnish all information and reports 
required by Executive Order No. 11246 of September 24, 
1965, and by the rules, regulations, and orders of the 
Secretary of Labor, or pursuant thereto, and will permit 
access to his books, records and accounts by the 
contracting agency and the Secretary of Labor for purposes 
of investigation to ascertain compliance with such ruies, 
regulations, and orders. 

6. In the event of Contractor's non-compliance with the 
nondiscrimination clauses of this contract or with any of 
such rules, regulations or orders, this contract may be 
cancelled, terminated, or suspended in whole or in part and 
the Contractor may be declared ineligible for further 
Government contracts in accordance with procedures 
authorized in Executive Order No. 11246 of September 24, 
1965, and such other sanctions may be imposed and remedies 

Secretary pf Labor, or as otherwise provided- by law. 

7. Contractor will include the provisions of Paragraphs (i) 
through (7J In every subcontract or purchase order unless 



exempted by rules, regulations, or orders of the Secretary 
of Labor issued pursuant to Section 204 of Executive Order 
No. 11246 of September 24, 1965, so that such provisions 
will be b ..ding upon each subcontractor or vendor. 
Contractor will take such action with respect to any 
subcontract or purchase order as the contracting agency may 
direct as a means of enforcing such provisions including 
sanctions for noncompliance; provided, however, that in the 
event Contractor becomes involved in, or is threatened with 
litigation with a subcontractor or vendor as a result of 
such direction by the contracting agency, the Contractor 
may request the United States to enter into such litigation 
to protect the interest of the United States. 

B. EQUAL EMPLOYMENT OSERTUNITY REPORTING 

Contractor agrees to file with the appropriate federal agency a complete 
and accurate report on- Standard Form lOO(EEO-l) within 30 days after the 
signing of this agreement-or the award of any such purchase order, as the case 
may be, (unless such a report has been filed in the last 12 months), and agrees 
to continue to file such reports annually, on or before March 31. (41 CFR 
60-1.7(a)). 

C. AFFIRMATIVE ACTION COMPLIANCE PROGRAM 

Contractor agrees to develop and maintain a current written affirmative 
action compliance program for each of its establishments in accordance with the 
regulations of the Secretary of Labor promulgated under Executive Order No. 
11246, as amended. (41 CFR 60-1.40). 

0. CERTIFICATION OF NONSEGREGATED FACILITIES 

Contractor, by entering into this contract, certmes that it -does not 
maintain or provide for its employees any segregated facilities at any of its 
establishments, and that it does not permit its employee to perform ~-eir 
services at any location, under its control, where segregated facilities are 
maintained. It certifies further that it will not maintain or provide for its 
employees any segregated facilities at any of its establishments, and that it 
will not permit its employees to perform their services at any location, under 
its control, where segregated facilities are maintained. 

Contractor agrees that a breach of this certification is a violation of 
the Equal Opportunity clause in this contract. As used in this certification, 
the term "segregated facilities" means, but is not limited to, any waiting 
rooms, work areas, restrooms and washrooms, restaurants and other eating areas, 
time clocks, locker rooms and other storage or dressing areas, parking lots, 
drinking fountains, recreation or entertainment areas, transportation, and 
housing facilities provided for employees which are segregated by explicit 
directive or are in fact segregated on the basis of race, creed, color, or 
national origin, because of habit, local custom, or otherwise. It further 
agrees that (except where it has obtained identical certifications from 
proposed subcontractors for specific time periods), it will obtain identical 
certifications from proposed subcontractors prior to the award of subcontracts 
exceeding $10,000 which are not exempt from the provisions of the Equal 
Opportunity clause; that it will retain such certifications in its files; and 
that it will forward the following notice to such proposed subcontractors 
(except where the proposed suocontraxtors nave submitted identical 
certifications for specific time periods): 

NOTICE TO PROSPECTIVE SUBCONTRACTORS 
OF REQUIREMENT FOR CERTIFICATIONS 

OF NONSEGREGATED FACILITIES 

A Certification of Nonsegregated Facilities, as required by the May 9, 
1967 Order (32 F.R. 7439, May 19, 1967) on Elimination of Segregated 
Facilities, by the Secretary of Labor, must be submitted prior to the award of 
a subcontract exceeding $10,000 which is not exempt from the provisions of the 
Equal Opportunity Clause. The certification may be submitted either for each 
subcontractor or for all subcontracts during a period (i.e. quarterly, 
semi-annually, or annually). 
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E. EMPLOYMENT OF VETERANS 

1. The Affirmative Action for Disabled Veterans and Veterans 
of the Vietnam Era Clause set forth at Section 60-250.4 of 
Title 41 Code of Federal Regulations is hereby incorporated 
nerein by reference. (This clause is applicable to all 
contracts or purchase orders for $10,000 or more.) 

2. Contractor agrees further to place the above provisions in 
any subcontract nonexempt under the rules and regulations 
promulgated by the Secretary under the Vietnam Era Veterans 
Readjustment Assistance Act of 1974. 

F. EMPLOYMENT OF HANDICAPPED PERSONS 

1. The Affirmative Action for Handicapped Workers Clause set 
forth in Section 60-741.41 of Title 41 Code of Federal 
Regulations is hereby incorporated herein by reference. 
(This clause is applicable to all contracts or purchase 
orders for $2,500 or more.) 

2. Contractor agrees further to place the above provision in 
any subcontract nonexempt under the rules and regulations 
promulgated by the Secretary under the Rehabilitation Act 
of 1973. 
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XFE/COST ESTIMATE 
San Juan Div is ion 

CoJOiviSubsidTDept 
AFE # 

10 # _ 

Coo* General Account # 

Exploratory D 

:. WELL NAME. AND LOCATION F C S t a t e C o r o 7 : — 
405' FSL & 2720' FWL, Section 36, T3DN. R9W. San Juan Co. 
RIPT10N. 

•New Mexico 
D r i l l and complete a 2560' Frui t land Coal Wel l . 

ITEM DESCRIPTION 
Dry NM 

Com Com 

DRILLING A (A) FOOTAGE 2560 Ft.AtS 12.60 /PL 1 $ 32.200 ! 5 1 1 17.200 
COMPLETION (B) DAY WORK k/A Oavs At s 3600/1200D«y 1 1.800 1 9,500 n.aoo 

(OMIRU-HDMO i 
COMPANY LAG IOR & SUPERVISOR 1.000 1.000 7.000 

1 ENGINEERING CONSULTANTS 8 /10 Days At S 400 'Oay | 3.200 4.000 7.200 
i GEOLOGICAL CONSULTANTS *. . Days At S /Day 

i CONTRACT SERVICES & LABOR 1.000 3.000 4.nnn 
t LOCATION. ROADS. SURVEYS. DAMAGES 15.000 5.000 PQ.QQQ 
1 FUEL. LUBE. POWER 
! BITS. HOLE OPENERS. REAMERS. STABILIZERS 600 600 

MUO. CHEMICALS. SERVICES & EQUIP. (A) MUO. CHEM.. OIL 3.800 1.800 
1 (B) WATER 1.000 1.000 
! MUO LOGGING SERVICES 
1 LOGGING & PERFORATING 8.000 a.ooo ifi.nnn 

FORMATION TEST & RELATED EQUIPMENT & SERVICES 
WELL STIMULATION SERVICES 16Q.QQQ ifio.ono 
CORING & RELATED SERVICES 
CEMENTING SERVICES & ACCESSORIES 3.000 q.nnn i2,nnn 
RENTAL EQUIPMENT A TOOLS •500 ?T«5on i.nnn 
HAULING & FREIGHT 700 l.ann i . f inn 
CATERING SL OTHER Days At $ /Day 

MOBILIZATION • INSTALLATION (DRILLING PLATFORMS) 
DEMOBILIZATION - DISMANTLING & SALVAGE (DRILLING PLATFORMS) 
SUPPLYBOATS. CREWBOATS. BARGES. TUGS 
SHOREBASE. OFFICE. DOCK FEE & CRANES 
AIRCRAFT RENTALS—HELICOPTERS. FIXED WING 
DIVERS ANO RELATED EQUIPMENT 
MISCELLANEOUS 3,500 10,300 13.800 
OVERHEAD Days At S /Day 1,000 1,500 2.500 

I Total Intangible Costa s 74,200 $216,900 * 291.100 
I COMPANY LABOR & SUPERVISION s $ s 
I OUTSIDE LABOR & SERVICES 
i Footage Size Weight Grade Cptg. Prica/R. 

SING (A) J00 8 5/8 24# K-55 STC 9.00 1,800 1.800 
ND 51f 17# N-80 LTC 7.50 19.200 19.200 
3ING c 2510 2 3/8 4.7# J-55 EUE 2.25 5.600 5.600 3ING 

(0) 
(E> 
'F) 

SUB-SURFACE WELL EQUIPMENT 
WELLHEAD & GUIDE STRUCTURE 1,000 3.000 4.000 
SURFACE WELL EQUIPMENT A r t i f i c i a l L i f t 40,000 40.000 
TREATERS A SEPARATORS 18,000 18.000 
COMPRESSORS 500 BBL Heated Tank 5,000 5.000 
SUILOINGS 

! BUOYS ANO MARKERS 
MISC. MATERIALS INSTALLATION & SERVICES 11,000 11.000 
CONSTRUCTION OVERHEAO 
"c!al Tanoioie Costs ! $ 2,800 1 5101,800 < « 104.600 
Total Costs I $ 77,000 ! 5318,700 ! s 395.700 

S / Z & J ) . J r Drlg Engr n „ . 

. Till* Supv Drlg QM s-9-So 
Others * /I 

Dal* 

. 8 * . T O * 

BEFORE EXAMINER STOGNER ~j 
—OIL OONSEFIVATIOM DIVISION •« I 

"EXHIBI1N0. -TT 

CASE NO. W3 



DURANGO 

Fru i t land Fo rma t ion & 
P ic tu red C l i f f s C o n t a c t 

20 M i l e s 

P r o p o s e d We l l L o c a t i o n 

A d a p t e d f r o 

P r o f e s s i o n s 

m G e o l o g i c S u r v e y 

I P i p e r « 6 76 Exhibit 

M E S O L I M I T E D P A R T N E R S H I P 

SAN JUAN BASIN 
Fru i t land Coal I sopach 

Cl . = 10' 
APPLICATION FOR COMPULSORY POOLING 

CASE NO.9983 
July 11, 1990 

FC State Com. #7 
830' FSL, 2490" FWL 

Section 36, T30N-R9W 
San Juan County, New Mexico 



Fruitland Formation & 
Pictured Cliffs Contact 

^ P r o p o s e d Well Locat ion 
° Control 

F r o m G e o l o g i c E v a l u a t i o n o t C r i t i c a l P r o d u c t i o n 

P a r a m e t e r s f o r C o a l b e d M e t h a n e R e s o u r c e s : 

G A S R E S E A R C H I N S T I T U T E . P u b l i s h e d : J a n . 1 9 9 0 Exhibit t> 

SAN JUAN BASIN 
Botton Hole Pressure 

C.I. = 200 psi 

APPLICATION FOR COMPULSORY POOLING 
CASE NO.9983 
July 11, 1990 

FC State Com. #7 
830' FSL, 2490' FWL 

Section 36, T30N-R9W 
San Juan County, New Mexico 
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30 
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29 

N 

O P r o p o s e d We l l L o c a t i o n 

^ F r u i t l a n d C o a l C o m p l e t i o n 

Exhibi t^) 

M E S H L I M I T E D P A R T N E R S H I P 

SAN JUAN BASIN 
S t r u c t u r e : B a s e F r u i t l a n d F o r m a t i o n 

C l . = 50' 

APPLICATION FOR COMPULSORY POOLING 
CASE NO.9983 
July 1 1 , 1990 

FC State Com. # 7 
830' FSL, 2490' FWL 

Section 36, T30N-R9W 
San Juan County, New Mexico 
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BEFORE THE 

OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

IN THE MATTER OF THE APPLICATION OF 
MESA OPERATING LIMITED PARTNERSHIP 
FOR COMPULSORY POOLING, 
SAN JUAN COUNTY, NEW MEXICO. CASE NO. 9983 

AFFIDAVIT 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

J. SCOTT HALL, attorney i n f a c t and authorized representative 

of Mesa Operating Limited Partnership, the Applicant herein, being 

f i r s t duly sworn, upon oath, states t h a t the n o t i c e p r o v i s i o n s of 

Rule 1207 of the New Mexico O i l Conservation D i v i s i o n have been 

complied w i t h , t h a t Applicant has caused t o be conducted a good 

f a i t h d i l i g e n t e f f o r t t o f i n d the co r r e c t addresses of a l l 

i n t e r e s t e d person e n t i t l e d t o receive n o t i c e , as shown by E x h i b i t 

"A" attached hereto, and t h a t pursuant t o Rule 1207, n o t i c e has 

been given by c e r t i f i e d mail at the c o r r e c t addresses provided by 

such r u l e . 

J. SCOTT HALL 

SUBSCRIBED AND SWORN t o before me t h i s Zf_ 
by J. Scott H a l l . 

day of June, 1990, 

Notary Public 

My Commission Expires: 

EXHIBIT NO. _ 2 L 



BEFORE THE 

OIL CONSERVATION DIVISION 

ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT 

IN THE MATTER OF THE APPLICATION OF 
MESA OPERATING LIMITED PARTNERSHIP 
FOR COMPULSORY POOLING, SAN JUAN 
COUNTY, NEW MEXICO. CASE NO. 

APPLICATION 

MESA OPERATING LIMITED PARTNERSHIP by i t s undersigned 

a t t o r n e y s , M i l l e r , S t r a t v e r t , Torgerson & Schlenker, P.A., hereby 

makes a p p l i c a t i o n pursuant t o section 70-2-17, N.M.S.A. (1978) f o r 

an order p o o l i n g a l l of the mineral i n t e r e s t s i n the F r u i t l a n d 

f o r m a t i o n f o r development on 320-acre spacing i n and under the S/2 

of Section 36, Township 30 North, Range 9 West, N.M.P.M., San Juan 

County, New Mexico, and i n support thereof would show the D i v i s i o n : 

1. A p plicant owns approximately 84% of the working i n t e r e s t 

i n and under the S/2 of Section 36, and Applicant has the r i g h t t o 

d r i l l thereon. 

2. A p p l i c a n t proposes t o dedicate the above-referenced 

pooled u n i t t o i t s Mesa FC State Com #7 w e l l t o be located a t a 

standard l o c a t i o n i n the S/2 of said Section 36. 

3. Applicant has been unable t o obtain voluntary agreement 

f o r p o o l i n g or farmout from a l l other i n t e r e s t owners i n the S/2 

of s a i d Section 36. 

4. Said p o o l i n g of i n t e r e s t s w i l l avoid the d r i l l i n g of 

unnecessary w e l l s , w i l l prevent waste and w i l l p r o t e c t c o r r e l a t i v e 

r i g h t s . 



5. I n order t o permit the Applicant t o obtain i t s j u s t and 

f a i r share of the o i l and gas underlying the subject lands, the 

mineral i n t e r e s t s should be pooled, and Applicant should be 

designated the operator of the w e l l t o be d r i l l e d . 

WHEREFORE, Applicant prays t h a t t h i s a p p l i c a t i o n be set f o r 

hearing before a duly appointed examiner of the O i l Conservation 

D i v i s i o n on June 27, 1990, and t h a t a f t e r n o t i c e and hearing as 

req u i r e d by law, the D i v i s i o n enter i t s order p o o l i n g the lands, 

i n c l u d i n g p r o v i s i o n s f o r Applicant t o recover i t s costs of 

d r i l l i n g , equipping and completing the w e l l , i t s costs of 

supervision w h i l e d r i l l i n g and a f t e r completion, i n c l u d i n g overhead 

charges, and imposing a r i s k f a c t o r f o r the r i s k assumed by the 

Applicant i n d r i l l i n g , completing and equipping the w e l l , and 

making such other and f u r t h e r provisions as may be proper i n the 

premises. 

MILLER, STRATVERT, TORGERSON 
& SCHLENKER, P.A. 

By Z -^cJu - tk 9 ^ 
J. Scott H a l l 
Suite 303 
125 L i n c o l n Avenue 
Santa Fe, New Mexico 87501 
Telephone: (505) 989-9614 

ATTORNEYS FOR MESA OPERATING 
LIMITED PARTNERSHIP 

jsh\sc#7.app 
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MILLER, STRATVERT, TORGERSON & SCHLENKER, P. A. 
LAW OFFICES 

R A N N E B M I L L E R 

W I L L I A M K . S T R A T V E R T 

A L A N C . T O R G E R S O N 

K E N D A L L O . S C H L E N K E R 

A L I C E T O M L I N S O N L O R E N 2 

G R E G O R Y W . C H A S E 

A L A N K O N R A O 

M A R G O J . M c C O R M I C K 

L Y M A N G . S A N D Y 

S T E P H E N M . W I L L I A M S 

S T E P H A N M . V I D M A R 

R O B E R T C . G U T I E R R E Z 

S E T H V . B I N G H A M 

M I C H A E L H . H O S E S 

J A M E S B . C O L L I N S 

T I M O T H Y R. B R I G G S 

W A L T E R R. P A R R 

T H O M A S S . U D A L L 

R U D O L P H L U C E R O 

D A N I E L E. R A M C 2 Y K 

O E A N G . C O N S T A N T I N E 

D E B O R A H A . S O L O V E 

G A R Y L . G O R D O N 

H . K E V I N H A I G H T 

L A W R E N C E R. W H I T E 

S H A R O N P . G R O S S 

V I R G I N I A A N D E R M A N 

C . K . M O S S 

J A M E S B . C O O N E Y 

L E O N A R D J . P A D I L L A 

T I M O T H Y S . V A S Q U E Z 

M A P T E D . U G H T S T O N E 

B R A D F O R D K . G O O D W I N 

N I C H O L A S C U L L A N D E R 

J O H N R. F U N K 

J . S C O T T H A L L 

T H O M A S R. M A C K 

M I C H A E L J . H A P P E 

D E N I S E B A R E L A S H E P H E R D 

M I C K I. R. G U T I E R R E Z 

A L B U O U E R O U E 

S O O M A R Q U E T T E . N . W . . S U I T E I t O O 

P O S T O F F I C E B O X 2 5 6 8 7 

A L B U O U E R O U E . N M 8 7 1 2 5 

T E L E P H O N E : ( S O S ) 6 4 2 - 1 9 5 0 

F A C S I M I L E : ( 5 0 5 ) 2 4 3 - 4 4 0 8 

F A R M I N G T O N 

3 0 0 W E S T A R R I N G T O N 

P O S T O F F I C E B O X 8 6 9 

F A R M I N G T O N , N M 8 7 - 1 9 9 

T E L E P H O N E : ( 3 0 5 ) 3 2 6 - 4 5 2 1 

F A C S I M I L E : ( 5 0 5 ) 3 2 5 - 5 4 7 4 

L A S C R U C E S 

2 7 7 E A S T A M A D O R 

P O S T O F F I C E D R A W E R 1 2 3 1 

L A S C R U C E S . N M 8 8 0 0 4 

T E L E P H O N E : ( S O S ) 5 2 3 - 2 4 6 1 

F A C S I M I L E : ( 5 0 5 ) 5 2 6 - 2 2 1 5 

S A N T A F E 

1 2 5 L I N C O L N A V E . . S U I T E 3 0 3 

P O S T O F F I C E B O X 1 9 8 6 

S A N T A F E , N M 8 7 5 0 4 - 1 9 8 6 

T E L E P H O N E : ( 5 0 5 ) 9 8 9 - 9 6 1 4 

F A C S I M I L E : ( 5 0 5 ) 9 8 9 - 9 8 5 7 

K E N N E T H R. B R A N D T ( 1 9 4 6 - 1 9 8 1 ) 
June 5, 1990 

P L E A S E R E P L Y T O S A N T A F E 

Conoco, Inc. 
P. O. Box 460 CERTIFIED MAIL 
Hobbs, NM 88240 RETURN RECEIPT REQUESTED 

RE: A p p l i c a t i o n of Mesa Operating Limited Partnership f o r 
Compulsory Pooling, San Juan County, New Mexico: 
(FC State Com #7) 

Dear S i r s : 

This w i l l advise t h a t Mesa Operating Limited Partnership has 
f i l e d an a p p l i c a t i o n w i t h the New Mexico O i l conservation D i v i s i o n 
seeking an order f o r the compulsory pooling of a l l mineral 
i n t e r e s t s i n the F r u i t l a n d formation i n and under the S/2 Section 
3 6 , Township 30 North, Range 9 West, NMPM, San Juan County, New 
Mexico.- (A copy of the a p p l i c a t i o n i s enclosed.) Mesa Operating 
Limited Partnership proposes t o dedicate the referenced pooled u n i t 
t o a w e l l t o be d r i l l e d a t a standard l o c a t i o n i n the SW/4 of said 
Section 36. 

This a p p l i c a t i o n w i l l be set f o r hearing before a D i v i s i o n 
Examiner on June 27, 1990 at the New Mexico State Land O f f i c e 
B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico. You are 
not required t o attend t h i s hearing, but as an owner of an i n t e r e s t 
t h a t may be subject t o pooling, you may appear and present 
testimony. F a i l u r e t o appear a t t h a t time and become a par t y of 
record w i l l preclude you from challenging t h i s a p p l i c a t i o n a t a 
l a t e r date. 

Very t r u l y yours, 

MILLER, STRATVERT, TORGERSON 
& SCHLENKER, P.A. 

By: ^ ^ 1 ^ 
J. Scott H a l l 

cc: Mark Seale, 
Mesa Limited Partnership 
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MILLER, STRATVERT, TORGERSON & SCHLENKER. P. A. 
LAW OFFICES 

R A N N E B . M I L L E R 

W I L L I A M K . S T R A T V E R T 

A L A N C . T O R G E R S O N 

K E N D A L L O . S C H L E N K E R 

A L I C E T O M L I N S O N L O R E N Z 

G R E G O R Y W . C H A S E 

A L A N K O N R A O 

M A R G O J . M C C O R M I C K 

L Y M A N G - S A N D Y 

S T E P H E N M . W I L L I A M S 

S T E P H A N M . V I D M A R 

R O B E R T C . G U T I E R R E Z 

S E T H V . 0 I N G H A M 

M I C H A E L H . H O S E S 

J A M E S B . C O L L I N S 

T I M O T H Y R. B R I G G S 

W A L T E R R. P A R R 

T H O M A S S . U D A L L 

R U D O L P H L U C E R O 

D A N I E L E- R A M C Z Y K 

D E A N G . C O N S T A N T I N E 

D E B O R A H A . S O L O V E 

G A R Y L . G O R D O N 

H . K E V I N H A I G H T 

L A W R E N C E R. W H I T E 

S H A R O N P . G R O S S 

V I R G I N I A A N D E R M A N 

C . K M O S S 

J A M E S B . C O O N E Y 

L E O N A R D J . P A D I L L A 

T I M O T H Y S . V A S O U E Z 

M A R T E D . L I G H T S T O N E 

B R A D F O R D K. G O O O W I N 

N I C H O L A S C U L L A N D E R 

J O H N R. F U N K 

J . S C O T T H A L L 

T H O M A S R. M A C K 

M I C H A E L J . H A P P E 

D E N I S E B A R E L A S H E P H E R D 

M I C K I. R. G U T I E R R E Z 

S O O M A R Q U E T T E , N . W . . S U I T E I I O O 

T E L E P H O N E : ( 3 0 3 ) B 4 2 - I 9 S O 

3 0 0 W E S T A R R I N G T O N 

P O S T O F F I C E B O X 8 6 9 

F A R M I N G T O N . N M 8 7 4 9 9 

T E L E P H O N E : ( 5 0 5 ) 3 2 6 - 4 3 2 1 

F A C S I M I L E : ( 5 0 5 ) 3 2 3 - 5 4 7 - 4 

F A C S I M I L E : ( S O S ) 2 4 3 - 4 4 0 8 

P O S T O F F I C E B O X 2 5 6 8 7 

A L B U O U E R O U E . N M 8 7 1 2 5 

F A R M I N G T O N 

1 2 5 L I N C O L N A V E . . S U I T E 3 0 3 

P O S T O F F I C E B O X 1 9 8 6 

S A N T A F E . N M 8 7 5 0 4 - 1 9 8 6 

T E L E P H O N E : ( 3 0 5 ) 9 8 9 - 9 6 1 4 

F A C S I M I L E : < 5 0 3 ) 9 8 9 - 9 8 5 7 

P O S T O F F I C E D R A W E R 1 2 3 1 

L A S C R U C E S . N M 8 8 0 0 4 

T E L E P H O N E : ( S O S ) 5 2 3 - 2 4 8 1 

F A C S I M I L E : ( 5 0 5 ) 3 2 6 - 2 2 ) 5 

2 7 7 E A S T A M A D O R 

L A S C R U C E S 

S A N T A F E 

June 5, 1990 
K E N N E T H R. B R A N D T ( 1 9 4 6 - 1 9 8 1 ) P L E A S E R E P L Y T O S A N T A F E 

Amoco Production Company 
P. 0. Box 800 
Denver, CO 80201 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

RE: A p p l i c a t i o n of Mesa Operating Limited Partnership f o r 
Compulsory Pooling, San Juan County, New Mexico: 
(FC State Com #7) 

Dear S i r s : 

This w i l l advise t h a t Mesa Operating Limited Partnership has 
f i l e d an a p p l i c a t i o n w i t h the New Mexico O i l conservation D i v i s i o n 
seeking an order f o r the compulsory pooling of a l l mineral 
i n t e r e s t s i n the F r u i t l a n d formation i n and under the S/2 Section 
36 , Township 3 0 North, Range 9 West, NMPM, San Juan County, New 
Mexico., (A copy of the a p p l i c a t i o n i s enclosed.) Mesa Operating 
Limited Partnership proposes t o dedicate the referenced pooled u n i t 
t o a w e l l t o be d r i l l e d a t a standard l o c a t i o n i n the SW/4 of said 
Section 36. = 

This a p p l i c a t i o n w i l l be set f o r hearing before a D i v i s i o n 
Examiner on June 27, 1990 at the New Mexico State Land O f f i c e 
B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico. You are 
not required t o attend t h i s hearing, but as an owner of an i n t e r e s t 
t h a t may be subject t o pooling, you may appear and present 
testimony. F a i l u r e t o appear a t t h a t time and become a pa r t y of 
record w i l l preclude you from challenging t h i s a p p l i c a t i o n a t a 
l a t e r date. 

Very t r u l y yours, 

MILLER, STRATVERT, TORGERSON 
& SCHLENKER, P.A. 

By: 
J. Scott H a l l 

cc: Mark Seale, 
Mesa Limited Partnership 
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MILLER, STRATVERT, TORGERSON & SCHLENKER, P. A. 
LAW OFFICES 

R A N N E B . M I L L E R 

W I L L I A M K . S T R A T V E R T 

A L A N C . T O f G E R S O N 

K E N D A L L O . S C H L E N K E R 

A L I C E T O M L 1 N S O N L O R E N 2 

G R E G O R Y W . C H A S E 

A L A N K O N R A O 

M A R G O J . M c C O R M I C K 

L Y M A N G . S A N D Y 

S T E P H E N M . W I L L I A M S 

S T E P H A N M . V I D M A R 

R O B E R T C - G U T I E R R E Z 

S E T H V . B I N G H A M 

M I C H A E L H . H O S E S 

J A M E S B . C O L L I N S 

T I M O T H Y R. B R I G G S 

W A L T E R R. P A R R 

T H O M A S S . U D A L L 

R U D O L P H L U C E R O 

D A N I E L E. R A M C Z Y K 

D E A N G . C O N S T A N T I N E 

D E B O R A H A . S O L O V E 

G A R Y L . G O R D O N 

H . K E V I N H A I G H T 

L A W R E N C E R. W H I T E 

S H A R O N P . G R O S S 

V I R G I N I A A N D E R M A N 

C . K. M O S S 

J A M E S B . C O O N E Y 

L E O N A R D J . P A D I L L A 

T I M O T H Y S . V A S O U E Z 

M A R T E D . L 1 G H T S T O N E 

B R A D F O R D K. G O O O W I N 

N I C H O L A S C U L L A N D E R 

J O H N R. F U N K 

J . S C O T T H A L L 

T H O M A S R. M A C K 

M I C H A E L J . H A P P E 

D E N I S E B A R E L A S H E P H E R D 

M I C K I. R. G U T I E R R E Z 

A L B U O U E R O U E 

5 0 0 M A R O U E T T E . N . W . . S U I T E I I O O 

P O S T O F F I C E B O X 2 5 6 8 7 

A L B U O U E R O U E . N M 8 7 1 2 5 

T E L E P H O N E : ( S O S ) 6 4 2 - 1 9 9 0 

F A C S I M I L E : ( 3 0 5 ) 2 - 4 3 - 4 - 4 O S 

F A R M I N G T O N 

3 0 0 W E S T A R R I N G T O N 

P O S T O F F I C E B O X 8 6 9 

F A R M I N G T O N . N M 8 7 4 9 9 

T E L E P H O N E ' ( 5 0 5 ) 3 2 6 - 4 5 2 1 

F A C S I M I L E : 1 5 0 5 ) 3 2 5 - 5 4 7 4 

K E N N E T H R. B R A N D T ( 1 9 4 6 - 1 9 8 1 ) 
June 5, 1990 

L A S C R U C E S 

2 7 7 E A S T A M A O O R 

P O S T O F F I C E D R A W E R 1 2 3 1 

L A S C R U C E S . N M 8 8 0 0 4 

T E L E P H O N E : ( S O S ) 9 2 3 2 4 6 1 

F A C S I M I L E : I 3 0 5 ) S 2 6 - 2 2 I S 

S A N T A F E 

1 2 3 L I N C O L N A V E . . S U I T E 3 0 3 

P O S T O F F I C E B O X 1 9 8 6 

S A N T A F E . N M 6 7 5 0 - 4 - 1 9 8 6 

T E L E P H O N E : ( S O S ) 9 8 9 - 9 6 1 4 

F A C S I M I L E : ( S O S ) 9 8 9 - 9 8 5 7 

P L E A S E R E P L Y T O S A N T A F E 

Conoco, Inc. 
555 17th Street CERTIFIED MAIL 
Denver, CO 80202 RETURN RECEIPT REQUESTED 

RE: A p p l i c a t i o n of Mesa Operating Limited Partnership f o r 
Compulsory Pooling, San Juan County, New Mexico: 
(FC State Com #7) 

Dear S i r s : 

This w i l l advise t h a t Mesa Operating Limited Partnership has 
f i l e d an a p p l i c a t i o n w i t h the New Mexico O i l conservation D i v i s i o n 
seeking an order f o r the compulsory pooling of a l l mineral 
i n t e r e s t s i n the F r u i t l a n d formation i n and under the S/2 Section 
36 , Township 30 North, Range 9 West, NMPM, San Juan County, New 
Mexico. . (A copy of the a p p l i c a t i o n i s enclosed.) Mesa Operating 
Limited Partnership proposes t o dedicate the referenced pooled u n i t 
t o a w e l l t o be d r i l l e d a t a standard l o c a t i o n i n the SW/4 of said 
Section 36. > 

This a p p l i c a t i o n w i l l be set f o r hearing before a D i v i s i o n 
Examiner on June 27, 1990 at the New Mexico State Land O f f i c e 
B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico. You are 
not required t o attend t h i s hearing, but as an owner of an i n t e r e s t 
t h a t may be subject t o pooling, you may appear and present 
testimony. F a i l u r e t o appear a t t h a t time and become a par t y of 
record w i l l preclude you from challenging t h i s a p p l i c a t i o n a t a 
l a t e r date. 

Very t r u l y yours, 

MILLER, STRATVERT, TORGERSON 
& SCHLENKER, P.A. 

J. Scott H a l l 

cc: Mark Seale, 
Mesa Limited Partnership 



TJ 
tn 
-n 
o 

i 
CO 
00 

X p X «" 

CD 

o 

\ 

0 

o 
o 
3 
m </> 
H 
O 

c 
3) 
Z 

Ci 
rn 

00 

CL 
s: CL 
to © 
r? « 
fc. <° 
?• CD 

§ • 

cti CL 

5-£ 3 
to 

O 
ro 

fD 
l-i 

o 
o 
co 
o 

Ul o 
ui s 

o 
~J o 

m 
NJ ro 
o rt 

3 

o > 
CD S 
CO CD 
CD - < 
=» CO 

i i 
Q. CD 
D 5 ' 
> ff? 
H CQ" 

< o 
m - * 

• fib: 
m O 3J 
x a o 
TJ ^ CO 
CD ^ £* 

T j 

„ t n 
2 a 

• • • 

o 3) 
3 " CD 
CD O 
3 CD 

9r6-

-~4 

3 -. i 

— CD ^ 

a £ r j 2 2 

W CLIO = c o 

> CD >= -
•— QJ 

a 
ID 2.01 

, o o 
' CD 

V) O 
CD 

CD 
a 
CL 

-, CD 

i.s.l 

• 

2 M 

< 
CD 58. cc 

o a .» 
CD CD » 
W < w 
0J O CL 
~ C CD 

CD 

5T o> =; 

P » o 

E.2 »' 
r* CD 

TJ Cfl 5 ° 2 — 
S 3 - o 

3£g 
"! < CD 

o 

o_ O. 

PS Form 3800, June 1985 U.S.G.P.O. 1989-234-555 

a 3 

3 -

Si 
< to 

to 

rsr 

c3 
qg 
o 

CQ 
O 
NJ 
O 
N3 

OS 

Oo 
o 
o 

JJ 

m 
o 
m 
TJ X 
—i 
T l LT 

o tr 
JJ b-

o 
m a JJ 
- i LT 

a Tl a IE
D

 t -

cr 
> 
r~ 



ENERGY. ViNEPA 

C L .~CNS£3VA':CN I'V 3'GN 

£ v : A P P L ' " - = = 5 

MEMORANDUM 

TO: 

FROM: WILLIAM J . LEMAY, DIRECTOR c/J- 4 

SUBJECT: GAS PRORATION RULE CHANGE PROPOSALS 

The Gas Proration Rules Committee has completed its report and the 
proposed rule changes are attached. The proposal embodies the entire rule­
making portion of Order R-8170, as amended. Suggested changes are so 
marked and are presented in the format for "changes in legislation" - new 
words are underlined, deleted words are lined through. Rules 5, 12, and 13 
are proposed to provide two allocation periods of six months, beginning April 
and October, wherein allowables will be constant for each month of the period. 
Also classification periods are shortened to three months. Quarterly reports 
may be substituted for the monthly proration schedules. 

Rules 13 and 14 are the formalization of the adnunistrative changes 
adopted by the memorandum dated July 5, 1989. 

These proposed changes are scheduled for hearing on the Coimnission 
docket July 19, but we plan to extend the comment period to allow sufficient 
time for constructive industry input. Your comments through sworn testimony, 
oral statements or written commentary are encouraged. 

June 27, 1990 

dr/ 



PROPOSED CHANGES TO THE GENERAL RULES FOR THE PRORATED GAS 
POOLS OF NEW MEXICO, AS PROMULGATED BY DIVISION ORDER NO. R-8170, 

AS AMENDED. 

RULE 1 DEFINITION 

ACREAGE FACTOR: A GPU'S ACREAGE FACTOR SHALL BE DETERMINED TO THE 
NEAREST HUNDREDTH CF A UNIT 8Y DIVIDING THE ACREAGE ASSIGNED ̂0 THE GPU 3V A 
NUMBER EQUAL TO THE NUMBER OF ACRES IN A STANDARD GPU FOR SUCH POOL. -CWE.ER, 
THE ACREAGE TOLERANCE PROVIDED IN RULE 2(a)2 SHALL APPLY. 

AO FACTOR: ACREAGE TIMES DELIVERABILITY FACTOR IS CALCULATED IN PCGLS 
WHERE ACREAGE AND DELIVERABILITY ARE PRORATION FACTORS. THE PROOUCT OBTAINED 
BY MULTIPLYING THE ACREAGE FACTOR BY THE CALCULATED OELIVERABILITY (EXPRESSED 
AS MCF PER OAY) FOR THAT GPU SHALL BE KNOWN AS THE AD FACTOR FOR THAT GPU. 
THE AD FACTOR SHALL BE COMPUTEO TO THE NEAREST WHOLE UNIT. 

SUGGESTED AOD 

ALLOCATION HEARING: A HEARING HELD BY THE OIVISION IN FEBRUARY ANO 
AUGUST OF EACH YEAR TO DETERMINE POOL ALLOCATIONS FOR THE ENSUING ALLOCATION 
PERIOO. 

SUGGESTED AOO 

ALLOCATION PERIOO: SIX MONTH PERIOO BEGINNING AT 7:00 A.M. APRIL 1 AND 
OCTOBER 1 CF EACH YEAR SHALL BE THE ALLOCATION PERIOD. 

SUGGESTED AOD 

ALLOWABLE HEARING: A HEARING HELD BY THE DIVISION TO DETERMINE POOL 
ALLOWABLE FOR THE ENSUING ALLOCATION PERIOD. 

BALANCING OATE: THE OATE 7:00 A.M. APRIL 1 OF EACH YEAR SHALL BE KNOWN 
AS THE BALANCING DATE, ANO THE TWELVE MONTHS FOLLOWING THIS DATE SHALL BE 
KNOWN AS THE GAS PRORATION PERIOO. 

SUGGESTEO AOO 

BROKER: A THIRO PARTY WHO NEGOTIATES CONTRACTS FOR PURCHASE ANO RESALE. 

SUGGESTEO AOO 

CLASSIFICATION PERIOO: A THREE MONTH PERIOO BEGINNING AT 7:00 A.M. 
APRIL 1, JULY 1, OCTOBER 1, ANO JANUARY 1 OF EACH YEAR SHALL BE THE CLASSIFI­
CATION PERIOO. 

GAS POOL: ANY POOL WHICH HAS BEEN DESIGNATED AS A GAS POOL 8Y THE 
DIVISION AFTER NOTICE AND HEARING. 



"AS PRC < ION UNIT (GPU): THE ACREAGE ALLOCATED TO A WELL, OR IN >E 

c - CF - IF:U «Z<<\ CR WELLS TO A GROUP OF WELLS, FOR PURPOSES CF SPACING 
A =RCR N 5HAL> 3E <NCW AS THE GAS PRORATION UNIT (GPU). 
.-•JS M- -C EITHER OF A STANDARD OR NON-STANDARD SIZE AS PROVIDED IN THESE: 
R-LE5. ;GFL-3 MEANS PLURAL GPU). 
GAS TRANSPORTER: "HE TERM GAS TRANSPORTER AS USED IN THESE RULES SHALL 

MEAN ANY TAKER CF GAS EITHER AT THE WELLHEAD, AT ANY OTHER POINT CM '-'-I 
LEASE, CR AT ANY OTnER POINT AUTHORIZED 8Y THE OIVISION WHERE CONNECTION [3 
MADE FOR GAS TRANSPORTATION CR UTILIZATION (OTHER THAN THAT NECESSAR.' =:? 
MAINTAINING THE PRODUCING ABILITY OF THE WELL). 

SUGGESTED CHANGE 

GAS TRANSPORTER: THE TERM GAS TRANSPORTER AS USED IN THESE RULES SHALL 
MEAN ANY TAKER OF GAS, EffHER—A'-T-HE-WEfcfcHEABT—A~-AN¥-9?HER—P9fN?-9N—?HE 
fctASET-SR-A'-ANY-QtHER-PSiNT—-dfHQRHEB-BV-fHE-BfVf 5f 6N-WHERE-£6NN66H6N---£5 
MABE-F9R-GAS—TRANSP8RTAff9N-eR—B'ifcfZA'i8N-f9'HER-THAN—?HAT-NE€ESSARy~=9R 
HÂ N'Â NjN6-'HE-PR9BBetN6-ABitH¥-9P—THE-WEbfc»-THE PARTY SERVICING THE WELL 
METER. OR THE PARTY RESPONSIBLE FOR MEASUREMENT OF GAS SOLO FRGM THE WELL CR 
BENEFICIALLY USED OFF-LEASE. THIS COULD BE AT THE WELLHEAD. AT ANY OTHER 
POINT QN THE LEASE. OR AT ANY OTHER POINT AUTHORIZED BY THE DIVISION WHERE 
CONNECTION IS MADE FOR GAS TRANSPORTATION OR UTILIZATION (OTHER THAN IS 
NECESSARY FOR MAINTAINING THE PRODUCING ABILITY OF THE WELL). THE GAS TRANS­
PORTER CAN 3E THE GATHERER. TRANSPORTER. PROOUCER. OR A DELEGATE OF CNE Cf 
THOSE PARTIES. THE GAS TRANSPORTER SHALL 3E IDENTIFIED ON FORM C-104 AND WILL 
BE RESPONSIBLE FOR FILING FORM C-lll AS REQUIRED UNDER THE PROVISIONS CF RULE 
UU. 

GAS PURCHASER: THE TERM GAS PURCHASER AS USED IN THESE RULES SHALL 
MEAN THE PURCHASER (WHERE OWNERSHIP OF THE GAS IS FIRST EXCHANGED BY THE 
PRODUCER TO THE PURCHASER FOR AN AGREED VALUE) OF THE GAS FROM A GAS WELL OR 
GPU. IN THE EVENT THAT TWO OR MORE PURCHASERS PURCHASE FROM A PARTICULAR GAS 
WELL OR GPU, THE GAS PURCHASER SHALL BE THE PURCHASER OF THE LARGEST PER­
CENTAGE OF INTEREST IN THE GAS WELL OR GPU. 

SUGGESTED CHANGE 

GAS PURCHASER: THE TERM GAS PURCHASER AS USED IN THESE RULES SHALL 
MEAN THE PURCHASER (WHERE OWNERSHIP OF THE GAS IS FIRST EXCHANGED 3Y THE 
PRODUCER TO THE PURCHASER FOR AN AGREED VALUE) OF THE GAS FROM A GAS WELL OR 
GPU. fN-?HE-EVENT—T-HAT-?W0-9R-M9RE-PbR6HA5ER5-PHR6HA5E-FR9M-A-PARfi6dbAR—SAS 
WEfcfc—9R-SPB7~:fHE—SAS-PyR6HASER-SHAfch-BE-fHE—PUR6HASER-9F-;fHE-fcAR6EST—PER-
6ENfASE-9F-TNT-ERES'-fN-T-HE-6AS-WEtfc-9R-SPBT 

HARDSHIP GAS WELL: A GAS WELL WHEREIN UNDERGROUND WASTE WILL OCCUR IF 
THE WELL SHOULO BE SHUT-IN OR CURTAILED BELOW ITS MINIMUM SUSTAINABLE FLOW 
RATE. NO WELL SHALL BE CLASSIFIED AS A HARDSHIP GAS WELL EXCEPT AFTER NOTICE 
AND HEARING OR UPON APPROPRIATE ADMINISTRATIVE ACTION OF THE DIVISION. 

INFILL WELL: AN ADDITIONAL PROOUCING WELL ON A GPU WHICH SERVES AS A 
COMPANION WELL TO AN EXISTING WELL ON THE GPU. 



A. WELL ACREAGE ANO LOCATION REQUIREMENTS 

RULE 2(a)l STANOARO GAS PRORATION UNIT SPACING: SEE SPEIHL =CGL 
RULES FOR APPLICABLE SIZE OF PRORATION UNITS.) UNLESS OTHERWISE SPEC IF TED 5V 

THE SPECIAL POOL RULFS, 160-ACRE LN I TS SHALL COMPRISE A SINGLE "JOVERNMEN'AI, 
QUARTS-SECTION; 320-ACRE UNITS SHALL COMPRISE TWO CCNTIGUOUS QUARTER-SEC -
TIONS BEING >E N,2, S/2, E,2, OR W/2 OF A SINGLE GOVERNMENTAL ScC'ION; iHQ A 
540-ACRE UNIT SHALL COMPRISE A SINGLE GOVERNMENTAL SECTION. 

RULE 2(a)2 STANOARO GPU SIZE ANO VARIANCE: A S'ANDARO GPU 5-A_L 
CONSIST OF CONTIGUOUS SURFACE ACREAGE ANO SHALL BE SUBSTANTIALLY IN 
FORM OF A SQUARE IN POOLS HAVING 160 ACRE OR 640 ACRE STANOARO GPUS, ANO IN 
THE FORM OF A RECTANGLE IN POOLS HAVING 320 ACRE STANOARO GPUS, ANO SHALL BE 
A LEGAL SUBDIVISION OF THE U.S. PUBLIC LANO SURVEYS (QUARTER-SECTION, ,-AL=-
SECTION, OR SECTION, AS APPLICABLE). ANY GPU CONTAINING ACREAGE WITHIN "-E 
APPROPRIATE TOLERANCE LIMIT SHOWN BELOW SHALL 8E CONSIDERED TO CONTAIN 'HE 
NUMBER OF ACRES IN A STANOARO GPU FOR THE PURPOSE OF COMPUTING ALLOWABLES. 

RULE 2(a)3 NON-STANDARD PRORATION UNIT APPROVAL PROCEDURE AT DISTRICT 
LEVEL: TH£ OISTRICT SUPERVISOR OF THE APPROPRIATE OISTRICT OFFICE OF THE 
DIVISION SHALL HAVE THE AUTHORITY TO APPROVE A NON-STANOARO GPU AS AN EXCEP­
TION TO RULE 2(4)2 WITHOUT NOTICE ANO HEARING WHEN THE UNCR'HOOOX SIZE CR 
SHAPE OF THE GPU IS NECESSITATED 8Y A VARIATION IN THE LEGAL SUBDIVISION OF 
THE U.S. PU8LIC LANO SURVEYS AND THE NON-STANOARO GPU IS NOT LESS THAN 75". 
NOR MORE THAN 125X OF A STANDARD GPU. 

THE DISTRICT SUPERVISOR OF THE APPROPRIATE OISTRICT OFFICE OF THE OIVI­
SION MAY APPROVE THE NOH-STANOARD GPU BY: 

1) ACCEPTING A PLAT SHOWING THE PROPOSED NON-STANDARD GPU ANO THE ACRE­
AGE TO BE OEOICATEO TO THE NON-STANOARO GPU ANO, 

2) ASSIGNING AN ALLOWABLE TO THE NON-STANOARO GPU. 

RULE 2(4)4 NON-STANOARO PRORATION UNIT APPROVAL PROCEDURE AT OIRECTOR 
LEVEL: THE OIRECTOR OF THE DIVISION MAY GRANT AN EXCEPTION TO THE REQUIRE­
MENTS OF RULE 2(a)2 WHEN THE UNORTHOOOX SIZE OR SHAPE OF THE GPU CS NECESSI­
TATED BY A VARIATION IN THE LEGAL SUBDIVISION OF THE U.S. PU8LIC LANO SURVEYS 
ANO THE NON-STANOARO GPU IS LESS THAN 751 OR MORE THAN L25", OF A STANOARO 
GPU, GR WHERE THE FOLLOWING FACTS EXIST ANO THE FOLLOWING PROVISIONS -=>E 
COMPLIED WITH: 

1) THE NON-STANOARD GPU CONSISTS IF QUARTER-QUARTER SECTIONS CR LOTS 7-Af 
ARE CONTIGUOUS 3Y A COMMON 3CR0ERING SICE. 

STANOARO PRORATION UNIT 
ACREAGE TOLERANCE 
FOR STANOARO UNIT 

160 ACRES 
320 ACRES 
640 ACRES 

158-162 ACRES 
316-324 ACRES 
632-648 ACRES 



' " i t , 

GPU LIES «HCLL> "THIN J 3CVE.?SMEN":. i. = CI 
BE A STANDARD CPU -GR "H£ *£LL C'JARTER-

N. CR SECTICN) BUT CONTAINS LESS ACREAGE "HAN A STANCE I 

-H£ NCN-STANCARO 
; : : N S WHICH WCULO 

3) "-E Appi ICANT PRESENTS WRIT'EN CONSENT IN 7W£ FORM OF *AlvERS :ROM 
AL' " = 5ET OPERATORS AND FROM ALL OPERATORS OWNING INTERESTS IN >E QUAR'-R 
SECTION, JALF-S£CTION OR SECTICN (POR ISO-ACRES, 320-ACRES, 640-ACRE5 5"AN 
CARD OEOI0ArIONS RESPECTIVELY) IN «HICH "HE NON-STANOARO GPU IS SlaA'EC -N 
ryHlCH ACREAGE IS NOT INCLUDED IN SAID NCN-STANOARO GPU. 

A) IN LIEU OF PARAGRAPH (3) OF THIS RULE, THE APPLICANT MAY =.=N:3* 
PROOF OF THE FACT THAT ALL OF THE AFORESAID GFFSET OPERATORS *£RE NO'Î IEO 3 
REGISTERED OR CERTIFIED MAIL OF HIS INTENT TO FORM SUCH NON-STANOARO GPU. 
OIRECTOR MAY APPROVE THE APPLICATION IF NO SUCH OPERATOR HAS ENTERED -
OBJECTION TO THE FORMATION SUCH NON-STANOARO GPU WITHIN 20 DAYS AF'ER CIREO 
TOR HAS RECEIVED THE APPLICATION. 

RULE 2(b) WELL LOCATION: EACH WELL DRILLED CR COMPLETED CN A SPACING 
ANC PRORATION UNIT GOVERNED BY THESE RULES, INCLUDING APPROVED NCN-S'ANCA* 
G:.S SHALL BE LOCATED AS PROVIDED 3EL0W: 

(l) NORTHWEST NEW MEXICO 

STANDARD PRORATION UNIT 

ISO ACRES 

320 ACRES 

(2) SOUTHEAST NEW MEXICO 

STANOARO PRORATION UNIT 

160-ACRES 

LOCATION REQUIREMENTS 

NOT CLOSER THAN 790 FEET TO 
THE OUTER 80UN0ARY OF THE 
TRACT, NOR CLOSER THAN 130 
FEET TO ANY QUARTER-QUARTER 
SECTION OR SUBDIVISION INNER 
8OUN0ARY. 

NOT CLOSER THAN 790 FEET TO 
THE OUTER BOUNOARY OF THE 
QUARTER-SECTION UPON WHICH 
THE WELL IS LOCATED ANO NOT 
CLOSER THAN 130 FEET TO ANY 
QUARTER-QUARTER SECTION LINE 
OR SUBDIVISION INNER 
BOUNOARY. 

LOCATION REQUIREMENTS 

NOT CLOSER THAN 660 FEET TO 
ANY OUTER BOUNOARY OF THE 
TRACT NOR CLOSER THAN 330 
FEET TO ANY QUARTER-QUARTER 
SECTION CR SUBDIVISION INNER 
3CCN0A'Y. 



SOT CLOSER "HAN 660 -EE" "C 
ANY S;:E BOUNDARY ,'.;NG 

DIMENSION) OR 1980 FEE" "0 
ANY ENO 3OUN0ARY (SHORT 
DIMENSION) Of THE "RAC" NCR 
CLOSER THAN 330 FEET T0 ANY 
QUARTER-QUARTER SECTICN CR 
SUBDIVISION INNER 3CLNCARv. 

NOT CLOSER THAN 1650 FEET "C 
THE OUTER 80UNDARY OF T̂ £ 
TRACT NOR CLOSER THAN 330 CEET 

TO ANY QUARTER-QUARTER SECTICN 
OR SUBDIVISION INNER 80LN0ARY. 

RULE 2(c) UNORTHOOOX WELL LOCATION: THE OIVISION 0IRECTOR SHALL «AVE 
AUTHORITY TO GRANT AN EXCEPTION TO THE WELL LOCATION REQUIREMENTS OF K . i 
2(b) A80VE WITHOUT NOTICE ANO HEARING WHEN THE NECESSITY FOR SUCH UNORTHODOX 
LOCATION IS 3ASED UPON TOPOGRAPHIC CONDITIONS OR THE RECOMPLETION OF A „E'.L 
PREVIOUSLY DRILLED TO A DEEPER HORIZON, PROVIDED SAID WELL WAS DRILLED AT AN 
QRTHOOOX OR APPROVED UNORTHOOOX LOCATION FOR SUCH ORIGINAL HORIZON. 

APPLICATIONS FOR ADMINISTRATIVE APPROVAL OF UNORTHOOOX LOCATIONS SHALL 
BE FILED IN DUPLICATE (ORIGINAL TO SANTA FE ANO ONE COPY TO THE APPROPRIATE 
DIVISION OISTRICT OFFICE) ANO SHALL BE ACCOMPANIEO BY PLATS SHOWING "-E 
OWNERSHIP OF ALL LEASES OFFSETTING THE PRORATION OR SPACING UNIT FOR WHICH 
THE UNORTHODOX LOCATION IS SOUGHT, ANO ALSO ALL WELLS COMPLETED THEREON. IF 
THE PROPOSED UNORTHOOOX LOCATION IS BASED ON TOPOGRAPHY THE PLAT SHALL A:.30 
SHOW ANO DESCRIBE THE EXISTENT TOPOGRAPHIC CONDITIONS. 

rjE 01 VISION OIRECTOR SHALL HAVE AUTHORITY TO GRANT AN EXCEPTION TO THE 
WELL LOCATION REQUIREMENT FOR WELLS IN SOUTHEAST NEW MEXICO GN 320 ACRE 
SPACING WITHOUT NOTICE ANO HEARING WHEN THE NECESSITY FOR SUCH UNORTHOOOX 
LOCATION IS BASED UPON GEOLOGIC CONDITIONS PROVIOED THAT ANY SUCH UNORTHOOOX 
LOCATION SHALL BE NO CLOSER THAN 660 FEET TO THE NEAREST SIDE BOUNOARY NOR 
CLOSER THAN 990 FEET TO THE NEAREST ENO BOUNOARY OF THE GPU. 

IF THE PROPOSED UNORTHOOOX LOCATION IS BASED UPON GEOLOGY, THE APPLICA­
TION SHALL INCLUOE APPROPRIATE GEOLOGIC MAPS, CROSS-SECTIONS, ANO/OR LOGS, 
ANO OISCUSSION OF THE GEOLOGIC CONDITIONS WHICH RESULT IN THE NECESSITY FOR 
THE UNORTHOOOX LOCATION. 

ALL OPERATORS OF PRORATION OR SPACING UNITS OFFSETTING THE UNORTHOOOX 
LOCATION ON THE TWO GPU BOUNOARIES ANO TWO GPU CORNERS CLOSEST TO THE UNOR­
THOOOX WELL LOCATION SHALL BE FURNISHED A COPY OF THE APPLICATION BY CERTI­
FIED OR REGISTERED MAIL, ANO THE APPLICATION SHALL STATE THAT SUCH NOTIFICA­
TION HAS 3EEN GIVEN. THE OIVISION OIRECTOR MAY APPROVE THE UNORTHODOX LOCA­
TION UPON RECEIPT OF WAIVERS FROM ALL SUCH OFFSET OPERATORS CR IF NO CF'SST 
OPERATOR HAS ENTERED AN OBJECTION TO rHE UNORTHODOX LOCATION WlTH-IN 20 0A r 5 
AF'ER THE DIRECTOR HAS RECEIVED THE APPLICATION. 

"HE GI/I3ICN OIRECTOR MAY, A' -IS CISCRETION, SET ANY APPLICATION CCR 
ADMINISTRATIVE APPROVAL OF AN UNORTHOOOX LOCATICN FOR PUBLIC HEARING. 

320-ACRES 

640-ACRES 



B. NOMINATIONS ANO PRORATION SCHEDULE 

RULE 3(a) GAS PURCHASERS OR GAS TRANSPORTERS SHALL NOMINATE: £A> 
MONTH EACH GAS PURCHASER OR EACH GAS TRANSPORTER AS HEREIN ̂ RCvIDEQ 5nAL_ 
FILE wITH 'HE OIVISION ITS NOMINATION FOR "HE AMOUNT CF GAS WHICH I " ACTUAL.' 
IN GCCO FAITH DESIRES TO PURCHASE DURING THE ENSUING PRORATION MONTH FRCM 
EACH GAS POOL 'EGULATEO BY rHIS CROER. "*E PURCHASER MAY CELEGArE "->£ NOMINA­
TION RESPONSIBILITY TO THE "RANSPCRTER 3Y NOTIFYING "h£ DIVISION'S $AN*A i 
OFFICE. ONE COPY OF SUCH NOMINATION FOR EACH POOL SHALL 3E SU8MIr"E0 "0 *~E 
DIVISION'S SANTA FE OFFICE ON FORM C-121-A BY THE FIRST DAY OF "-E *CN"i 
DURING WHICH THE DIVISION WILL CONSIDER AT ITS ALLOWABLE HEARING THE NOMINA­
TIONS FOR THE SUCCEEDING MONTH. THE OI/ISION SHALL CONSIDER AT ITS ĈNT̂ .' 
GAS ALL0WA8LE HEARING THE NOMINATIONS OF PURCHASERS, ACTUAL PRODUCTION ANC 
SUCH OTHER FACTORS AS MAY 8E DEEMED APPLICABLE IN DETERMINING THE AMOUNT OF 
GAS THAT MAY BE PROOUCEO WITHOUT WASTE OURING THE ENSUING MONTH. 

SUGGESTED CHANGE 

RULE 3(a) GAS PURCHASERS OR GAS TRANSPORTERS SHALL NOMINATE: EA€H-*WH 
EACH GAS PURCHASER OR EACH GAS TRANSPORTER AS HEREIN PROVIDED SHALL FILE WITH 
THE OIVISION ITS NOMINATION FOR THE AMOUNT OF GAS WHICH IT IN GOOD FAITH 
OESIRES TO PURCHASE ANO/QR EXPECTS TQ TRANSPORT DURING THE ENSUING P«ieRAHrN 
M9N?H ALLOCATION PERIOO FROM EACH GAS POOL REGULATED BY THIS ORDER. THE 
PURCHASER MAY OELEGATE THE NOMINATION RESPONSIBILITY TO THE TRANSPORTER, 
OPERATOR. OR BROKER 8Y NOTIFYING THE DIVISION'S SANTA FE OFFICE. ONE COPY OF 
SUCH NOMINATION FOR EACH POOL SHALL BE SUBMITTED TO THE DIVISION'S SANTA CE 
OFFICE ON FORM C-121-A BY THE FIRST DAY OF THE MONTH OURING WHICH THE DIVI­
SION WILL CONSIDER AT ITS AfcfcBWABfcE ALLOCATION HEARING, THE NOMINATIONS FOR 
THE SUCCEEDING M6NT-H ALLOCATION PERIOO. THE DIVISION SHALL CONSIOER AT ITS 
MeN?Hfc¥-SAS—AfcteWABfcE ALLOCATION HEARING THE NOMINATIONS RECEIVED, ACTUAL 
PRODUCTION, ANO SUCH OTHER FACTORS AS MAY BE OEEMEO APPLICABLE IN DETERMINING 
THE AMOUNT OF GAS THAT MAY BE PROOUCEO WITHOUT WASTE OURING THE ENSUING M6NfH 
ALLOCATION PERIOO. 

THE OIVISION DIRECTOR MAY. AT HIS DISCRETION. SUSPENO THIS RULE AT SUCH TIME 
AS IT APPEARS THAT THE NOMINATIONS ARE OF LITTLE OR NO VALUE. 

RULE 3(b)l SCHEDULE: THE DIVISION WILL ISSUE A PRORATION SCHEDULE 
SETTING OUT THE AMOUNT OF GAS WHICH EACH GPU MAY PROOUCE DURING SUCH ENSUING 
MONTH, ALONG WITH SUCH OTHER INFORMATION AS IS NECESSARY TO SHOW THE ALLOW­
ABLE-PRODUCTION STATUS OF EACH GPU ON THE SCHEOULE. 

SUGGESTED CHANGE 

RULE 3(b)1 SCHEDULE: THE OIVISION Wjfcfc-SHALL ISSUE A GAS_ PRORATION 
SCHEDULE FOR EACH CLASSIFICATION PERIOO SHOWING SEmN6-9U*-"-~--AM8WN?-8F-5AS 
WHi€H THE MONTHLY ALLOWABLE FOR EACH GPU THAT MAY BE PROO "D OURING 5d6H 
; -yiN6-M6NTH EACH MONTH OF THE ENSUING CLASSIFICATION PERI. AS DETERMINED 

"HE ALLOCATION HEARING. THE CURRENT CLASSIFICATION OF EAC.T GPU. ANO AC9NS 
«<:-H SUCH OTHER INFORMATION AS IS NECESSARY TO SHOW THE ALLOWABLE-PRODUCT I ON 
STATUS OF EACH GPU CN THE SCHEDULE. 



RULE 3(b)2 PRORATION OF ALL GAS HELLS WITHIN A POOL: *~E y r ' - ' s 
SHALL INCLUDE IN THE PRGRATION SCHEDULE ~yE GAS WELLS IN TH£ 3̂ s P̂ OLS R>3 -
LATED 3Y THIS QROER DELIVERING TO A GAS TRANSPORTER, ANO SHALL INC.-CE N 
PRORATION SCHEOULE ANY WELL WHICH IT FINOS IS BEING UNREASCNA8L' CISCRI.M'NAT-
ED AGAINST THROUGH DENIAL OF ACCESS TO A GAS TRANSPORTATION F4C*L rTv *Hr-« 
IS REASONABLY CAPA8LE OF HANOLING THE TYPE CF GAS PROOUCEO 3Y ̂uCH WELL 



C. ALLOCATION ANO GRANTING Of ALL0WA8LES 

RULE 4 FILING OF FORM C-102 ANO FORM C-104 REQUIRED: NO GPU SHALL 8E 
ASSIGNED AN ALLOWABLE PRIOR TO RECEIPT OF FORM C-102 (WELL LOCATION ANO 
ACREAGE DEDICATION PLAT) ANO THE APPROVAL DATE OF FORM C-104 t REQUEST FOR 
ALLOWABLE AND AUTHORIZATION TO TRANSPORT OIL ANO NATURAL GAS). 

RULE 5 HOW ALLOWABLES ARE CALCULATED: rHE TOTAL ALL0WA8LE *0 SE ALLO­
CATED TO EACH GAS POOL REGULATED BY THIS CROER EACH MONTH SHALL 3E EQUAL "0 
THE SUM CF ALL GAS PURCHASERS' NOMINATIONS FOR THAT POOL, TOGETHER *I7H ANY 
ADJUSTMENT WHICH rHE OIVISION OEEMS ADVISABLE. A MONTHLY ALLOWABLE SHALL EE 
ASSIGNED TO EACH GPU ENTITLED TO AN ALLOWABLE BY ALLOCATING THE »OOL ALLOW­
ABLE AMONG ALL SUCH GPUS IN THAT POOL IN ACCORDANCE WITH THE PROCEDURE SET 
FORTH IN THESE RULES. 

SUGGESTED CHANGE 

RULE 5 HOW ALLOWABLES ARE CALCULATED: THE TOTAL ALLOWABLE TO BE ALLC-
CATED. EACH ALLOCATION PERIOO. TO EACH GAS POOL REGULATED 8Y THIS ORDER 
M6NT-H SHALL BE EQUAL TO THE 5bM~8F-Atfc-SAS-P«R€HASERSJ-N6M{NA?i8NS-FeR~?-A* 
P88fc7-*86ETHER—WHH-ANY--A8dy5"MEN'-WHT6H—THE-BtViSt9N—BEEMS-ABVfSABfcEr—A 
M8N'Hfc¥-Afcfc9WABfc£-SHAfcfc-8E-A55'fSNE8-"9—EA€H-SPH-ENH?fcEB-?8-AN-Abb6WA8bE—3¥ 
Afcfc8€A?iNS-?HE-P99b-Abfc9WABfcE-AM8N6-Afct-SH€H-SPUS—fN-"HA*-P90h-fN—A6E9R8AN9E 
Wi'H-T-Hg-PRgCEBHRE-SEy-FgR'H-'N-fHESE-RBbESTESTIMATED MARKET DEMAND AS DETER­
MINED BY THE DIVISION. PLUS ANY ADJUSTMENTS THE OIRECTOR OEEMS NECESSARY TO 
EQUATE THE TOTAL POOL ALLOWABLE TO THE ESTIMATED MARKET DEMAND. THE DIREC'OR 
MAY MAKE SUCH ADJUSTMENTS AS HE OEEMS NECESSARY TO COMPENSATE FOR OVERPRODUC­
TION. UNDERPRODUCTION. ANO OTHER CIRCUMSTANCES WHICH MAY NECESSITATE SUCH 
ADJUSTMENT SO AS TO EQUATE POOL ALLOWABLE TO THE ANTICIPATED MARKET DEMAND. 
THE ESTIMATED MARKET DEMANO FOR EACH POOL SHALL BE ESTABLISHED FROM ANY 
INFORMATION THE DIRECTOR REQUIRES AND CAN CONSIST OF NOMINATIONS FROM PUR­
CHASERS. TPANSPORTERS OR OTHER PARTIES HAVING KNOWLEDGE OF MARKET DEMAND -CR 
GAS FROM SUCH POOLS. ACTUAL PAST PRODUCTION FIGURES. SEASONAL TRENOS. OR ANY 
OTHER FACTORS DEEMED NECESSARY TO ESTABLISH ESTIMATED MARKET DEMAND. THE 
DIRECTOR SHALL NOT 8E 80UNO TO USE ALL THE INFORMATION REQUESTED AND CAN 
ESTABLISH MARKET OEEMEO BY ANY METHQO SO APPROVEO. A MONTHLY ALLOWABLE SHALL 
BE ASSIGNED TO EACH GPU ENTITLED TO AN ALLOWABLE BY ALLOCATING THE POOL 
ALLOWABLE AMONG ALL SUCH GPUS IN THAT POOL IN ACCORDANCE WITH THE PROCEDURE 
SET FORTH IN THE FOLLOWING PARAGRAPHS OF THIS OROER. 

RULE 5(a)1 MARGINAL GPU ALLOWABLE: THE MONTHLY ALLOWABLE TO BE ASSIGNED 
TO EACH MARGINAL GPU SHALL BE EQUAL TO ITS LATEST AVAILABLE MONTHLY PRODUC­
TION. 

SUGGESTED CHANGE 

RULE 5(a) 1 MARGINAL GPU ALLOWABLE: THE MONTHLY ALLOWABLE TO BE ASS.IGNEO 
TO EACH MARGINAL GPU SHALL BE EQUAL TO ITS bA*E5T-AVAibABfcE AVERAGE MONTHLY 
PRODUCTION FROM THE SAME ALLOCATION PERIOO OF THE PREVIOUS YEAR. 



RULE 5(a)2 NON-MARGINAL GPU ALL0WA8LE: "HE POOL ALLOWABLE REINING 
EACH MQNTH AFTER DEDUCTING "HE TOTAL ALLOWABLE ASSIGNED "0 MARGINAL G--S 
sr|ALL BE ALLOCATED AMONG THE NON-MARGINAL GPUS ENTITLED TO AN AL̂ wA8LE IN 
THE FC L LOW ING MANNER (SEE SPECIAL POOL RULES): 

(1) 'N POOLS WHERE ACREAGE IS THE ONLY PRORATION FACTOR, THE REMAIN­
ING ALL0WA8LE SHALL BE ALLOCATED TO EACH GPU IN THE PROPORTI0N 
"HAT EACH GPU ACREAGE FACTOR 8EARS TO THE TOTAL ACREAGE "AC'CR 
FOR ALL NON-MARGINAL GPUS. 

(2) IN POOLS WHERE ACREAGE AND DELIVERABILITY ARE PRORATION -AC'IRS: 

a) A PERCENTAGE AS SET FORTH IN SPECIAL POOL RULES, OF 7~»E =OCL 
ALLOWABLE REMAINING TO BE ALLOCATED TO NON-MARGINAL GPUS SPALL 
BE ALLOCATED AMONG EACH GPU IN THE PROPORTION THAT EACH CPU'S 
AD FACTOR BEARS TO THE TOTAL AO FACTOR FOR ALL NON-MARGINAL 
GPUS IN THE POOL; ANO 

b) THE POOL ALLOWABLE REMAINING TO BE ASSIGNED TO NON-MARGINAL 
GPUS SHALL BE ALLOCATED AMONG EACH GPU IN THE PROPORTION 
THAT EACH GPU'S ACREAGE FACTOR BEARS TO THE TOTAL ACREAGE 
FACTOR FOR ALL NON-MARGINAL GPUS IN THE POOL. 

SUGGESTED CHANGE 

RULE 5(a)2 NON-MARGINAL GPU ALLOWABLE: -"HE-P90fc—AfcfcBWABfcE-REMAfNfNS 
EA6H-M8N?H—AF?ER-9E8B6HN6—?HE-?9"Afc—Afcfc9WA8fcE-A§5i6NE8—?9-MAR6fNAfc—3?bS 
SHAtfc-BE-Afct96A:"EB-AM8NS—T-HE-N6N-MAR6iNAfc-SPBS-ENHTfcEB—"9-AN-Akt9WABfcE--tN 
THE-F9fcfc9WiNG--MANN£R"fSEE—SPEEiAfc-PBBfc—RUfcESfrtNON-MARGINAL GP'J ALLOWABLES 
SHALL SE DETERMINED IN CONFORMANCE WITH THE APPLICABLE SPECIAL POOL RULES. 

(1) IN POOLS WHERE ACREAGE IS THE ONLY PRORATION FACTOR, THE REMAfN-
fN6 TOTAL NON-MARGINAL ALLOWABLE SHALL BE ALLOCATEO TO EACH GPU 
IN THE PROPORTION THAT EACH GPU ACREAGE FACTOR BEARS TO THE TOTAL 
ACREAGE FACTOR FOR ALL NON-MARGINAL GPUS. 

(2) IN POOLS WHERE ACREAGE ANO DELIVERABILITY ARE PRORATION FACTORS: 

a) A PERCENTAGE AS SET FORTH IN SPECIAL POOL RULES, OF THE P98k 
NON-MARGINAL ALLOWABLE REMAINiNS-fS-BE-AfcteEAT-EB-'B-NBN-MAR-
S*NAfc-SPBS SHALL BE ALLOCATEO AM8N6 10 EACH GPU IN THE PROPOR­
TION THAT EACH GPU'S AO FACTOR BEARS TO THE TOTAL AD FACTOR 
FOR ALL NON-MARGINAL GPUS IN THE POOL; ANO 

b) THE peet-AttewABte REMAINING NON-MARGINAL ALLOWABLE T-9-BE 
A5Si6NEB-?8-N8N-MAR6*NAfc-6P«5 SHALL BE ALLOCATEO TO NON-MARGIN­
AL GPUS AMONG EACH GPU IN THE PROPORTION THAT EACH GPU'S ACRE­
AGE FACTOR BEARS TO THE TOTAL ACREAGE FACTOR FOR ALL NON-MAR­
GINAL GPUS IN THE POOL. 



RULE 5(b)1 NEW CONNECTS ASSIGNMENT OF ALLOWABLES: ALLOWABLES "0 NE*L< 
COMPLETE: G-AS *ELLS SHALL COMMENCE: 

/A; 'N POH) s wHE'E ACREAGE IS THE ONLY PRORATION FACTOR, CN "HE DATE CF 
p-: T̂ ÊL'VĈ Y OF GAS TO A GAS TRANSPORTER AS OEMCNSTRA'EO BY AN 
AFFIDAVIT FURNISHED BY THE TRANSPORTER TO THE APPROPRIATE DIVISION 
CI5TRIC" ;F=ICE CR THE APPROVAL DATE OF FORM C-102 AND FORM C-104 
WHICHEVER IS LATER; or, 

(3) IN POOLS WHERE ACREAGE AND DELIVERABILITY ARE PRORATION FAC'CRS: 

1) AN ACREAGE FACTOR ALLOWABLE WILL BE ASSIGNED THE LATER CF: 

a) THE OATE OF FIRST OELIVERY OF GAS TO A GAS TRANSPORTER AS 
DEMONSTRATED 8Y AN AFFIDAVIT FURNISHED BY THE TRANSPORTER 
TO THE APPROPRIATE OIVISION OISTRICT OFFICE. 

b) THE APPROVAL DATE OF FORM C-102 ANO FORM C-1C4. 

2) A DELIVERABILITY FACTOR ALLOWA8LE WILL BE ASSIGNED THE LATER OF: 
a) THE DATE OF FIRST OELIVERY. 

b) 90 OAYS PRIOR TO THE DATE OF RECEIPT OF THE DELIVERABILITY 
TEST REPORT AT THE APPROPRIATE DIVISION DISTRICT OFFICE. 

SUGGESTED CHANGE 

RULE 5(b)l NEW CONNECTS ASSIGNMENT OF ALLOWABLES: 

ADD NEW PARAGRAPH(C) 

(C) ALLOWABLES ASSIGNED TO NEW CONNECTS COMPLETED WITHIN AN ALLOCA­
TION PERIOO SHALL BE EQUAL TO THE ALLOWABLE ASSIGNED TO A NON-
MARGINAL GPU OF SIMILAR ACREAGE OR ACREAGE ANO OELIVERABILITY 
FACTORS AS AOJUSTEO TO THE EFFECTIVE DATE OF THE ALLOWABLE AS 
HEREIN PROVIDED. 

RULE 5(b)2 NEW CONNECT MAXIMUM PROOUCING PERIOD: NO WELL LOCATED ON A 
POOL WHERE DELIVERABILITY IS AN ALLOWABLE FACTOR SHALL BE PERMITTED TO PRO-
OUCE MORE THAN 120 OAYS AFTER THE OATE OF FIRST OELIVERY WITHOUT A OELIVER­
ABILITY TEST. ANY WELL SHUT IN FOR FAILURE TO FILE A OELIVERABILITY TEST MAY 
BE ASSIGNED PRODUCING AUTHORIZATION BY THE DIVISION OISTRICT OFFICE FOR 
PURPOSES OF CONDUCTING SUCH TEST. EXCEPT AS PROVIDEO IN RULE 9, ALL PRODUC­
TION FOLLOWING CONNECTION INCLUOING THE VOLUME OF TEST PRODUCTION SHALL BE 
CHARGED AGAINST THE GPU'S REGULAR ALLOWABLE WHEN ASSIGNED. ANY RESULTING 
ALLOWABLE ASSIGNEO SHALL BE EFFECTIVE ON THE OAY THAT THE DELINQUENT DELIVER­
ABILITY TEST IS RECEIVED IN THE APPROPRIATE OIVISION DISTRICT OFFICE. 



RULE 6 GAS CHARGED AGAINST GPU'S ALLOWABLE: EXCEPT AS PROVIDED IN "HE 
SPECIAL POOL RULES, THE VOLUME OF PROOUCEO GAS SOLO OR BENE-ICULL* .SEC 
OTHER THAN LEASE FUEL FROM EACH GPU SHALL BE CHARGED AGAINST "HE GPU'S ALLOW­
ABLE; HOWEVER, THE GAS USED IN MAINTAINING THE PROOUCING ABILITY OF THE *EL. 
SHALL NOT 5E CHARGED AGAINST THE ALLOWABLE. 

RULE 7 CHANGE IN ACREAGE: IF, DURING A PRORATION MONTH, THE ACREAGE 
ASSIGNEO TO J GPU IS CHANGED, THE OPERATOR SHALL DURING SUCH MONTH NOT IF ̂  '-E 
APPROPRIATE DIVISION OISTRICT OFFICE IN WRITING OF SUCH CHANGE BY FILING A 
REVISED PLAT (FORM C-102). THE REVISED ALLOWABLE ASSIGNED THE GPU SHALL 3E 
EFFECTIVE ON THE FIRST OAY OF THE MONTH FOLLOWING RECEIPT OF THE NOTIFICA­
TION. 

SUGGESTED CHANGE 

RULE 7 CHANGE IN ACREAGE: IF?—BHR'N6-A-PR8RAT-'8N—MSNTH? THE ACREAGE 
ASSIGNED TO A GPU IS CHANGED, THE OPERATOR SHALL 8«RfN6-Sy€H-M8N?H NOTIFY "HE 
APPROPRIATE OIVISION DISTRICT OFFICE IN WRITING OF SUCH CHANGE 8Y FILING A 
REVISED PLAT (FORM C-102). THE REVISEO ALLOWABLE. AS DETERMINED BY THE DIVI­
SION, ASSIGNEO JO THE GPU SHALL BE EFFECTIVE ON THE FIRST OAY OF THE MONTH 
FOLLOWING RECEIPT OF THE NOTIFICATION. 

RULE 8 MINIMUM ALLOWABLES: AFTER NOTICE ANO HEARING, THE DIVISION MAY 
ASSIGN MINIMUM ALLOWABLES IN ORDER TO PREVENT THE PREMATURE ABANDONMENT OF 
WELLS. (SEE SPECIAL POOL RULES FOR MINIMUM ALLOWABLE AMOUNT.) 

SUGGESTEO CHANGE 

RULE 8 MINIMUM ALLOWABLES: AFTER NOTICE ANO HEARING, THE DIVISION MAY 
ASSIGN MINIMUM ALLOWABLES FOR PRORATED GAS POOLS TO AVOID WASTE. ENCOURAGE 
EFFICIENT OPERATIONS. ANO fN—8R8ER TO PREVENT THE PREMATURE A8AN0ONMENT OF 
WELLS. (SEE SPECIAL POOL RULES FOR MINIMUM ALLOWABLE AMOUNT.) IN DETERMINING 
THE VOLUME OF MINIMUM ALLOWABLE FOR A WELL WITH A STANOARO PRORATION UNIT. 
THE DIVISION SHALL TAKE INTO ACCOUNT ECONOMIC ANO ENGINEERING FACTORS SUCH AS 
DRILLING AND OPERATING COSTS. ANTICIPATED REVENUES. TAXES. AND ANY OTHER SUCH 
OATA THAT WILL ESTABLISH THAT THE ULTIMATE RECOVERY OF HYOROCARBONS WILL BE 
INCREASED FROM THE POOL AS A RESULT OF THE ADOPTION OF A MINIMUM ALLOWABLE 
FOR THE POOL. ONCE ADOPTED. THE MINIMUM ALLOWABLE FOR WELLS WITH NON-STANDARD 
PRORATION UNITS SHALL BE PROPORTIONALLY AOJUSTED. 



RULE 9(a) OELIVERABILITY TESTS: IS PCCLS WHERE ACREAGE AND GEL̂ ERABI--
ITY ARE PRCRATIGN FACTORS, OELIVERABILITY "$~ S TAKEN IN ACCORDANCE ..'̂  
OCVTS'CN RULES SHALL 3E USED IN CALCULATING ALLOWABLES FOR TrE SUCCEEDING 
PRORATION PERIOO. OELIVERABILITY SHALL BE DETERMINED CN ACCORDANCE WITH 'nt 
PROVISIONS CF THE APPROPRIATE TEST MANUAL (SEE MANUAL OF GAS WELL TESTING 
RULES AND PROCEDURE). 

SUGGESTEO CHANGE 

RULE 9(a) OELIVERABILITY TESTS: IN POOLS WHERE BOTH ACREAGE AND OELIV­
ERABILITY ARE PRORATION FACTORS, DELIVERABILITY TESTS TAKEN IN ACCORDANCE 
WITH DIVISION RULES SHALL BE USED IN CALCULATING ALLOWABLES FOR THE SUCCEED­
ING PRORATION PERIOD. DELIVERABILITY SHALL BE DETERMINED IN ACCORDANCE WI'H 
THE PROVISIONS OF THE APPROPRIATE TEST MANUAL (SEE MANBAfc-9F GAS WELL TESTING 
MANUAL RBfcE5-ANB-PR86E9BRE FQR NORTHWEST NEW MEXICO). 

RULE 9(b) DELIVERABILITY RETEST: A CHANGE IN A WELL'S OELIVERABILITY 
FOLLOWING A RETEST AFTER ANY ACTIVITY, OTHER THAN ROUTINE MAINTENANCE, SHALL 
BECOME EFFECTIVE THE LATER OF: 

1) THE OATE OF REDELIVERY AFTER SUCH ACTIVITY, SUCH OATE TO BE 
INOICATED ON THE SUNDRY NOTICE (IF A SUNDRY NOTICE IS REQUIRED l 
AND ON THE REMARKS PORTION OF THE FORM C-122-A; OR, 

2) 90 OAYS PRIOR TO THE OATE OF RECEIPT OF THE APPROPRIATE DELIVER­
ABILITY TEST REPORT FORM AT THE APPROPRIATE OIVISION OISTRICT 
OFFICE. 
A CHANGE IN A WELL'S OELIVERABILITY DUE TO ANY OTHER REASON 
SHALL BECOME EFFECTIVE ON THE FIRST OAY OF THE MONTH FOLLOWING 
THE MONTH OURING WHICH THE RETEST IS APPROVED IN THE APPROPRIATE 
OIVISION OISTRICT OFFICE. 

RULE 9(c) EXCEPTIONS TO DELIVERABILITY TESTS: THE DIRECTOR OF THE OIL 
CONSERVATION OIVISION SHALL HAVE AUTHORITY TO ALLOW EXCEPTIONS TO THE OELIV­
ERABILITY TEST REQUIREMENT FOR WELLS ON MARGINAL GPUS WHERE THE DELIVERABILI­
TY OF A WELL IS OF SUCH VOLUME AS TO HAVE NO SIGNIFICANCE IN THE DETERMINA­
TION OF THE GPU'S ALLOWABLE. APPLICATION FOR SUCH EXCEPTION MAY BE SUBMITTED 
BY THE OPERATOR OF THE WELL ANO IF GRANTEO MAY BE REVOKEO BY THE OIRECTOR AT 
ANY TIME BY REQUESTING THE WELL TO BE SCHEDULED ANO TESTED IN ACCORDANCE WITH 
THE CURRENT "GAS WELL TESTING RULES AND PROCEDURES". 

RULE 9(d) WELLS EXEMPT FROM TESTING-SAN JUAN BASIN: A WELL AUTOMATICAL­
LY BECOMES EXEMPT FROM TESTING IF THE GPU'S AVERAGE MONTHLY PRODUCTION DOES 
NOT EXCEED OR THE GPU IS NOT CAPABLE OF PROOUCING 250 MCF PER MONTH FOR 
PICTURED CLIFFS FORMATION WELLS ANO 2,000 MCF PER MONTH FOR DEEPER FORMA­
TIONS. (SEE "GAS WELL TESTING RULES ANO PROCEDURES".) 



0. BALANCING OF PRODUCTION 

RULE 10(a) UNOERPROOUCTION: ANY NON-MARGINAL GPU WHICH HAS AN UNDERPRO­
DUCED STATUS AS OF THE ENO OF A GAS PRORATION PERIOO SHALL 5E ALLOWED *0 
CARRY SUCH UNOERPROOUCTION FORWARO CNTO THE NEXT GAS PRORATION PERIOO ANO MAy 

PRODUCE SUCH UNDERPRODUCTION IN AOOITION TO THE ALL0WA8LE ASSIGNED DURING 
SUCH SUCCEEDING PERIOO. ANY UNOERPROOUCTION CARRIED FCRWARO INTO A GAS PRORA­
TION PERIOO AND REMAINING UNPRCOUCED AT THE ENO OF SUCH GAS PRORATION PERIOD 
SHALL BE CANCELLED. 

RULE 10(b) BALANCING UNOERPROOUCTION: PRODUCTION DURING ANY ONE MONTH OF 
A GAS PRORATION PERIOD IN EXCESS OF THE ALLOWABLE ASSIGNED TO A GPU FOR SUCH 
MONTH SHALL BE APPLIED AGAINST THE UNDERPRODUCTION CARRIED INTO SUCH PERIOD 
IN DETERMINING THE AMOUNT OF ALLOWABLE, IF ANY, TO 8E CANCELLED. 

RULE 11(a) OVERPRODUCTION: ANY GPU WHICH HAS AN OVERPRODUCED STATUS AS 
OF THE ENO OF A GAS PRORATION PERIOO SHALL CARRY SUCH OVERPRODUCTION FORWARD 
INTO THE NEXT GAS PRORATION PERIOO. SAID OVERPRODUCTION SHALL BE MADE UP BY 
UNDERPRODUCTION OURING THE SUCCEEDING GAS PRORATION PERIOD. ANY GPU WHICH HAS 
NOT MAOE UP THE OVERPRODUCTION CARRIED INTO A GAS PRORATION PERIOD BY THE ENO 
OF SAID PERIOO SHALL BE SHUT IN UNTIL SUCH OVERPRODUCTION IS MAOE UP. 

RULE 11(b)(1) TWELVE-TIMES OVERPRODUCED, NORTHWEST: FOR THE PRORATED GAS 
POOLS OF NORTHWEST NEW MEXICO, IF IT IS DETERMINED THAT GPU IS OVERPRODUCED 
IN AN AMOUNT EXCEEDING TWELVE TIMES ITS AVERAGE MONTHLY ALLOWABLE FOR THE 
PRECEDING TWELVE MONTHS (OR, IN THE CASE OF A NEWLY CONNECTED WELL, A WELL IN 
A NEWLY PRORATED POOL OR A WELL RECENTLY RECLASSIFIED AS NON-MARGINAL, TWELvE 
TIMES ITS AVERAGE MONTHLY NON-MARGINAL ALLOWABLE FOR THE MONTHS AVAILABLE), 
IT SHALL BE SHUT IN UNTIL ITS OVERPRODUCTION IS LESS THAN TWELVE TIMES ITS 
AVERAGE MONTHLY ALLOWABLE, AS DETERMINED HEREINABOVE. 

SUGGESTED CHANGE 

RULE 11(b)(1) TWELVE-TIMES OVERPRODUCED, NORTHWEST: FOR THE PRORATED GAS 
POOLS OF NORTHWEST NEW MEXICO, IF IT IS DETERMINED THAT GPU IS OVERPRODUCED 
IN AN AMOUNT EXCEEDING TWELVE TIMES ITS AVERA6E-M8N?Hfe¥ CURRENT YEAR JANUARY 
ALLOWABLE F8R-?HE-PRE6EBlN6-*WEfcVE—M8N?H5 (OR, IN THE CASE OF A NEWLY CON­
NECTED WELL, A MARGINAL WELL. A-WEfcfc—*N-A-NEWfc¥—PR8RAT-EB-P88fe OR A WELL 
RECENTLY RECLASSIFIED AS NON-MARGINAL, TWELVE TIMES fT-5-AVERASE-M8N'Hfc¥—N6N-
MARGiNAfc-Afcfc8WABfcE-F9R-?HE-MeN'H5-AVA*fcA8fc6 THE JANUARY ALLOWABLE ASSIGNED TO 
A NON-MARGINAL GPU OF SIMILAR ACREAGE ANO DELIVERABILITY FACTORS). IT SHALL 
BE SHUT IN UNTIL ITS OVERPRODUCTION IS LESS THAN TWELVE TIMES ITS AVERA6E 
M6N?Hfe¥ JANUARY ALLOWABLE, AS OETERMINEO HEREINABOVE. 

RULE 11(b)(2) SIX-TIMES OVERPRODUCED, SOUTHEAST: FOR THE PRORATED GAS 
POOLS OF SOUTHEAST NEW MEXICO, IF IT IS OETERMINEO THAT A GPU IS OVERPRODUCED 
IN AN AMOUNT EXCEEDING SIX TIMES ITS AVERAGE MONTHLY ALLOWABLE FOR THE PRE­
CEDING TWELVE MONTHS (OR, IN THE CASE OF A NEWLY CONNECTED WELL, A WELL IN A 
NEWLY PRORATED POOL OR A WELL RECENTLY RECLASSIFIED AS NON-MARGINAL, SIX 
TIMES ITS AVERAGE MONTHLY NON-MARGINAL ALLOWABLE FOR THE MONTHS AVAILABLE), 
IT SHALL BE SHUT IN UNTIL ITS OVERPRODUCTION IS LESS THAN SIX TIMES ITS 
AVERAGE MONTHLY ALLOWABLE, AS DETERMINED HEREINABOVE. 



SUGGESTEO CHANGE 

RULE 11(b)(2) SIX-TIMES OVERPRODUCED, SOUTHEAST: FOR "HE PRCRA'ED GAS 
POOLS ~F SOUTHEAST MEW MEXICO, IF IT IS OETERMINEO THAT A GPU IS 3VERPROCUCEO 
IN AN AMPUNT PXCEÊ'NG SK TIMES ITS AVERA6E-M6N'Hfc¥ CURRENT /EAR JANUARY 
ALLOWABLE F9R-iHE-oaE€6B{NS-fWEfcV€—M6NTHS (OR, IN THE CASE OF A NEWLY CON­
NECTED -vELL, A MARGINAL wELL, A-wEfcfc—iN-A-NEWb¥—PR9RA4"EB-P98b OR A «EL_ 
RECENTLY RECLASSIFIED AS NON-MARGINAL, SIX TIMES tr5-AVERASE-M8NTHfcf-Nt;N-uAfS-
f*INAf-Af:*-9WABfcE-F9R-THE-M6N̂ H5—AyAjbABbtTHE JANUARY ALLOWABLE ASSIGNED TQ A 
NON-MARGINAL GPU OF A SIMILAR ACREAGE FACTOR), IT SHALL BE SHUT IN .NT.'_ I"3 
OVERPRODUCTION IS LESS THAN SIX TIMES ITS A¥6RA6E JANUARY ALLOWABLE. -5 
DETERMINED HEREINABOVE. 

RULE 11(c) EXCEPTION TO SHUT IN FOR OVERPRODUCTION: THE DIRECTOR OF 'HE 
OIL CONSERVATION DIVISION SHALL HAVE AUTHORITY TO PERMIT A GPU WHICH 15 
SUBJECT TO SHUT-IN, PURSUANT TO RULES 11(a) OR 11(b) ABOVE TO PRODUCE UP TO 
250MCF OF GAS PER MONTH UPON PROPER SHOWING TO THE OIRECTOR THAT COMPLE'E 
SHUT-IN WOULD CAUSE UNDUE HARDSHIP, PROVIDED HOWEVER, SUCH PERMISSION MAY 3E 
RESCINDED FOR ANY GPU PROOUCEO IN EXCESS OF THE MONTHLY RATE AUTHORIZED BY 
THE DIRECTOR. 

RULE 11(d) BALANCING OVERPRODUCTION: ALLOWABLE ASSIGNED TO A GPU DURING 
ANY ONE MONTH OF A GAS PRORATION PERIOO IN EXCESS OF THE PRODUCTION FOR THE 
SAME MONTH SHALL BE APPLIED AGAINST THE OVERPRODUCTION CHARGEABLE TO SUCH 
GPU IN DETERMINING THE AMOUNT OF OVERPRODUCTION WHICH MUST 3E MADE UP 
PURSUANT TO THE PROVISION OF RULES 11(a) OR 11(b) ABOVE. 

RULE 11(e) EXCEPTION TO BALANCING OVERPRODUCTION: THE OIRECTOR MAY ALLOW 
OVERPRODUCTION TO BE MADE UP AT A LESSER RATE THAN PERMITTED UNDER RULES 
11(a), 1Kb), OR 11(d) ABOVE UPON A SHOWING AT PUBLIC HEARING THAT THE SAME 
IS NECESSARY TO AVOID MATERIAL DAMAGE TO THE WELL. 

RULE 11(f) HARDSHIP GAS WELLS: IF A GPU CONTAINING A HARDSHIP GAS WELL 
IS OVERPRODUCED, THE OPERATOR MUST TAKE THE NECESSARY STEPS TO REDUCE PRODUC­
TION IN OROER TO REOUCE THE OVERPRODUCTION. 

ANY OVERPRODUCTION EXISTING AT THE TIME OF DESIGNATION OF A WELL AS A HARO-
SHIP GAS WELL OR ACCRUING TO THE GPU THEREAFTER SHALL BE CARRIED FORWARD 
UNTIL SUCH TIME AS IT IS MAOE UP BY UNOERPROOUCTION. 

NO GPU CONTAINING A HAROSHIP GAS WELL, WHICH GPU IS OVERPRODUCED, SHALL BE 
PERMITTED TO PROOUCE AT A RATE HIGHER THAN THE MINIMUM PROOUCING RATE AUTHOR­
IZED BY THE DIVISION. 

RULE 11(g) MORATORIUM ON SHUT-INS: THE OIRECTOR SHALL HAVE AUTHORITY TO 
GRANT A POOL-WIOE MORATORIUM OF UP TO THREE MONTHS AS TO THE SHUTTING IN OF 
GAS WELLS IN A POOL DURING PERIODS OF HIGH OEMAND EMERGENCY UPON PROPER 
SHOWING THAT SUCH EMERGENCY EXISTS, ANO THAT A SIGNIFICANT NUMBER OF THE 
WELLS IN THE POOL ARE SUBJECT TO SHUT-IN PURSUANT TO THE PROVISIONS OF RULES 
11(a), 11(b) or 11(f) ABOVE. NO MORATORIUM BEYONO THE AFOREMENTIONED THREE 
MONTHS SHALL BE GRANTED EXCEPT AFTER NOTICE AND HEARING. 



RULE 11(h) BEGINNING APRIL 1, 1386 AND "CR A PERIOD OF FIVE 'EARS ' ^ E 
AFTER, UNLESS FURTHER EXTENOED OR SHORTENED 3Y THE DIRECTOR AF'ER NOTICE A.NQ 
HEARING, THE DIRECTOR MAY REINSTATE ALLOWABLE TO WELLS WHICH SOBERED CANCEL­
LATION OF ALLOWABLE UNDER RULES 10(a) OR 13(b),CR LOSS OF ALL0WA8LE DUE r0 
RECLASSIFICATION OF A WELL UNOER RULE 13(a), IF SUCH CANCELLATION OR LOSS CF 
ALLOWABLE WAS CAUSED BY NON-ACCESS OR LIMITED ACCESS TO THE AVERAGE MARKET 
DEMANO IN THE POOL RATHER THAN INABILITY OF THE WELL TO PROOUCE. UPON PETI­
TION, TOGETHER WITH A SHOWING OF CIRCUMSTANCES WHICH PREVENTED PRODUCTION CF 
THE NON-MARGINAL ALL0WA8LE, ANO EVIDENCE THAT THE WELL WAS CAPABLE OF PRODUC­
ING AT ALLOWABLE RATES DURING THE PERIOO FOR WHICH REINSTATEMENT IS RECUEST-
EO, THE ALLOWABLE MAY BE REINSTATED IN SUCH AMOUNTS NEEOED TO AVOIO CURTAIL­
MENT OR SHUT-IN OF THE WELL FOR EXCESSIVE OVERPRODUCTION. SUCH PETITION SHALL 
BE APPROVED ADMINISTRATIVELY OR DOCKETED FOR HEARING WITHIN 30 OAfS AFTER 
RECEIPT IN THE DIVISION'S SANTA FE OFFICE. 



E. CLASSIFICATION OF GPUS 

RULE 12(a) CLASSIFICATION PERIOO: THE PRORATION PERIOO SHALL 3E DIVIDED 
INTO "hREE CLASSIFICATION PERIODS CF FCUR MONTHS EACH, COMMENCING APRIL I . 
AUGUST 1, AND DECEMBER 1. 

SUGGESTEO CHANGE 

RULE 12(a) CLASSIFICATION PERIOO: THE PRORATION PERIOD SHALL 3E 01,'0ED 
INTO THREE FOUR CLASSIFICATION PERIODS OF F8BR THREE MONTHS EACH, COMMENCING 
APRIL 1, AB6b5T—iT-ANB-BESEMBER-ir JULY 1. OCTOBER 1. AND JANUARY j. 

RULE 12(b) RECLASSIFICATION BY THE DIRECTOR: THE OIRECTOR OF THE OIL 
CONSERVATION OIVISION MAY RECLASSIFY A MARGINAL OR NON-MARGINAL CPU AT Ar< 
TIME THE GPU'S PROOUCING ABILITY JUSTIFIES SUCH RECLASSIFICATION. 

THE DIRECTOR MAY SUSPEND THE RECLASSIFICATION OF GPUS WHICH WOULD 8E EFFEC­
TIVE ON AUGUST 1 and DECEMBER 1 ON HIS OWN INITIATIVE OR UPON PROPER SHOWING 
BY AN INTERESTED PARTY, SHOULD IT APPEAR THAT SUCH SUSPENSION IS NECESSARY "0 
PERMIT UNOERPROOUCED GPUS WHICH WOULD OTHERWISE BE RECLASSIFIED, A PROPER 
OPPORTUNITY TO MAKE UP SUCH UNDERPRODUCTION. 

SUGGESTED CHANGE 

RULE 12(b) RECLASSIFICATION BY THE DIRECTOR: THE OIRECTOR OF THE OIL 
CONSERVATION DIVISION MAY RECLASSIFY A MARGINAL OR NON-MARGINAL GPU AT -*NY 
TIME THE GPU'S PROOUCING ABILITY JUSTIFIES SUCH RECLASSIFICATION. 

THE DIRECTOR MAY SUSPEND THE RECLASSIFICATION OF GPUS WHi6H-W8BfcB-8E—EFF"6-
HVE-6N-ABSBST—i-«nd-8E€EMBER-i ON HIS OWN INITIATIVE OR UPON PROPER SHOWING 
BY AN INTERESTED PARTY, SHOULO IT APPEAR THAT SUCH SUSPENSION IS NECESSARY TO 
PERMIT UNDERPRODUCED GPUS WHICH WOULO OTHERWISE BE RECLASSIFIED, A PROPER 
OPPORTUNITY TO MAKE UP SUCH UNOERPROOUCTION. 

RULE 13(a) RECLASSIFICATION TO MARGINAL: AFTER THE PRODUCTION OATA IS 
AVAILABLE FOR THE LAST MONTH OF EACH CLASSIFICATION PERIOO, ANY GPU WHICH HAD 
AN UNDERPRODUCED STATUS AT THE BEGINNING OF THE PRORATION PERIOD MAY BE 
CLASSIFIED MARGINAL IF ITS HIGHEST SINGLE MONTH'S PRODUCTION DURING THE 
CLASSIFICATION PERIOO IS LESS THAN ITS AVERAGE MONTHLY ALLOWABLE OURING SUCH 
PERIOO; HOWEVER, THE OPERATOR OF ANY GPU SO CLASSIFIED, OR OTHER INTERESTED 
PARTY, SHALL HAVE 30 OAYS AFTER RECEIPT OF NOTIFICATION OF MARGINAL CLASSIFI­
CATION IN WHICH TO SUBMIT SATISFACTORY EVIDENCE TO THE DIVISION THAT THE GPU 
IS NOT OF MARGINAL CHARACTER ANO SHOULD NOT BE SO CLASSIFIED. 



SUGGESTED CHANGE 

RULE 13(a) RECLASSIFICATION TO MARGINAL: A NON-MARGINAL WEL. MAY 3E 
RECLASSIFIED AS MARGINAL IN EITHER OF THE FOLLOWING WAYS: 

1 L;AFTER THE PRODUCTION OATA IS AVAILABLE FOR THE LAST MONTH OF EACH 
'CLASSIFICATION PERIOO, ANY GPU WHICH HAO AN UNOERPROOUCEO S'AT.S AT 
THE BEGINNING OF THE ALLOCATION PERIOD SHALL 3E RECLASSIFIED TQ 
MARGINAL IF ITS HIGHEST SINGLE MONTH'S PRODUCTION OURING THE CLASSIFI­
CATION PERIOO IS LESS THAN ITS AVERAGE MONTHLY ALL0WA8LE OURING SLCH 
PERIOD; HOWEVER, THE OPERATOR OF ANY GPU SO CLASSIFIED, CR CHER 
INTERESTED PARTY, SHALL HAVE 30 OAYS AFTER RECEIPT OF NOTIFICATION CF 
MARGINAL CLASSIFICATION IN WHICH TO SUBMIT SATISFACTORY EVICENCE "Q 
THE DIVISION THAT THE GPU IS NOT OF MARGINAL CHARACTER AND SHOULD NCT 
BE SO CLASSIFIED; OR 

(2)A GPU WHICH IS UNDERPRODUCED MORE THAN THE OVERPRODUCTION LIMIT AS 
DESCRIBED IN 11(b)(1) OR 11(b)(2). WHICHEVER IS APPLICABLE. SHALL EE 
RECLASSIFIED AS MARGINAL. 

RULE 13(b) CANCELLATION OF UNOERPROOUCTION ON MARGINAL GPU: A GPU WHICH 
IS CLASSIFIED AS MARGINAL SHALL NOT BE PERMITTED TO ACCUMULATE UNDERPRODUC­
TION, ANO ANY UNOERPROOUCTION ACCRUEO TO A GPU PRIOR TO ITS CLASSIFICATION AS 
MARGINAL SHALL BE CANCELLED. 

RULE 14(a) RECLASSIFICATION TO NON-MARGINAL: IF, AT THE ENO OF ANY MONTH, 
A MARGINAL GPU HAS PRODUCED MORE THAN THE TOTAL ALLOWABLE FOR THE MONTH WHICH 
WOULD HAVE 8EEN ASSIGNED IF SUCH GPU HAO BEEN CLASSIFIED NON-MARGINAL, THE 
MARGINAL GPU SHALL BE RECLASSIFIED AS A NON-MARGINAL GPU. 

SUGGESTED CHANGE 

RULE 14(a) RECLASSIFICATION TO NON-MARGINAL: IF, AT THE END OF ANY M6N"HT 

CLASSIFICATION PERIOO. A MARGINAL GPU HAS PROOUCEO MORE fHAN-THE-WAfc-AttGW-
ABtE-F8R-fHE-MeN?H-WH{6H-WeUfcB-HAVE-BEEN-ASSi6NEB-iF-5U€H-SPU-HAB-BEEN—EfcAS-
SiFiE9-N6N-MARSiNAfc7-?HE~MARGiNAfc GAS OURING THE PRORATION PERIOD TQ THAT 
TIME THAN ITS SHADOW ALLQWA8LE FOR THAT SAME PERIOO. THE GPU SHALL BE RECLAS­
SIFIED AS A NON-MARGINAL GPU. 



RULE 14(b) REINSTATEMENT OF STATUS: AN OPERATOR CF A G?U BEING REC.ASSI-
PrcD AS NON-MARGINAL *HICH GPU WAS CLASSIFIEO MARGINAL A* ""E ENO CF *-E 
"RI-R CLASSIFICATION P'RICC MAY HAVE ELIGIBLE .NOERAGE REINSTATE: ANO ITS NE" 
STATUS ADJUSTED ACCORDINGLY BY DEMONSTRATING THAT THE GPU COULD 4AVE PRODUCED 
A NON-MARGINAL ALLOWABLE PRIOR TO ITS RECLASSIFICATION. (IF THE GPU HAO SEEN 
CLASSIFIED AS MARGINAL FOR CNE PRORATION PERIOD ONLY, OR A PORTION CF CNE 
PRORATION PERIOO ONLY, ANY UNOERPROOUCTION CANCELLED AS THE RESULT OF SUCH 
CLASSIFICATION SHÂ L 3£ REINSTATED.) ALL UNCCMPENSATED-FQR O'VERPRGCUC"IDN 
ACCRUING TO THE GPU WHILE MARGINAL SHALL 3£ CHARGEABLE UPON RECLASSIFICATION 
TO NON-MARGINAL. 

SUGGESTED CHANGE 

RULE 14(b) REINSTATEMENT OF STATUS:AN—9PERAT9R-9F A GPU BEING RECLASSI­
FIED AS TO NON-MARGINAL WH'€H-SPB-WA5—€kAS5*F{E8-MARGiNAfc-A":-fHE-ENB-9F —";-E 
6fcA55iFI6AT-f9N-PE3'99—MAY- -Ave-EtfSfBfcE—9NBERA6E--REiNSTAIEB-ANB--VS—Nc-
S_A?yS-A8dbST-EB-A6€8R9iN6fc¥--j¥-BEM8NST-RA"rN6-"HA'--HE-GP9-€9Hfc8-HAVE-PReBBG£3 
A-N8N-MARSfNAfc-Afcfc9WA8fcE-PR"-eR-?9-fT-S-REEfcASSiF{6A?i8NT-f *F-?HE-SPH-HAB—3EEN 
6fcASS"FiE8-AS-MARS"NAfc—F6R-9NE-PR9RA""8N—PER"9B-8Nfc¥-—9R—A-P9RH9N-9F—6NE 
PR8RATi8N-PERf8B-9Nb¥v-AN¥—9NBERPR8BBGT-"9N-€AN€EbbEB-A5—?HE-RE5bbT-9F—SbOH 
GbASSiFi6AT'9N-5HAbb—8E-RE'NSTA-EBT> UNDER THE PROVISIONS OF RULE l-l'a) 
SHALL HAVE REINSTATED TO IT ALL UNDERPRODUCTION WHICH ACCRUED OR WOULD -AvE 
ACCRUEO AS A NON-MARGINAL GPU FROM THE CURRENT PRORATION PERIOO. UNOERPROOUC­
TION FROM THE PRIOR PRORATION PERIOD MAY BE REINSTATED AFTER NOTICE AND 
HEARING. ALL UNCOMPENSATEO-FOR OVERPRODUCTION ACCRUING TO THE GPU WHILE 
MARGINAL SHALL BE CHARGEABLE UPON RECLASSIFICATION TO NON-MARGINAL. 



F. REPORTING OF PRODUCTION 

RULE 15(a) C-lll REPORT (GAS TRANSPORTER'S MONTHLY REPORT): EACH GAS 
TRANSPORTER IN EACH OF THE DESIGNATED GAS ?GOLS REGULATED 3Y THIS OROER SHALL 
SUBMIT A REPORT, AS REQUIREO BY GENERAL RULE 1111, TO THE OIVISION SO AS TO 
REACH THE OIVISION DN OR BEFORE THE 15TH DAY OF THE MONTH NEXT SUCCEEDING THE 
MONTH IN WHICH THE GAS WAS TAKEN. SUCH REPORT SHALL BE FILEO ON FORM C-LLL 
WITH THE WELLS 8EING LISTEO IN APPROXIMATELY THE SAME OROER AS *HEY ARE 
LISTED ON THE PRORATION SCHEDULE. FORM C-lll RE-ERRED TO HEREIN SHALL SE 
SUBMITTED IN TRIPLICATE, THE ORIGINAL BEING SENT '0 THE OIVISION'S SAN'A FE 
OFFICE; THE SECONO COPY TO THE HOBBS DISTRICT OFFICE, ANO THE THIRD COPY, [F 
NEEDEO FOR WELLS IN SUCH DISTRICT, TO EITHER THE ARTESIA OR AZTEC DISTRICT 
OFFICE AS APPROPRIATE. 

SUGGESTED CHANGE 

RULE 15(a) C-lll REPORT (GAS TRANSPORTER'S MONTHLY REPORT): EACH GAS 
TRANSPORTER IN EACH OF THE DESIGNATED GAS POOLS REGULATED 8Y THIS OROER ANO 
AS IDENTIFIED ON FORM C-104 SHALL S«BM*T- FILE FORM C-lll REPORT. AS—REQUiREB 
B¥-SENERAt-RytE-iiii-?9-?HE-BfVi5̂ 8NT59-A5-T-8-REA6H-"HE-B{Vi5i9N-8N-9R-8EF6RE 
T-HE-i5TH-9A¥—9F-T-HE-M6N?H—NÊ ?-5B€€EE9'NS-"HE—M8N?H-iN-WH*6H~ THE-SA5—WAS 
'AK-ENT SUCH A_REPORT SHALL BE FILED ON FORM C-lll AS REQUIREO BY GENERAL RULE 
1111. WiTH-THE-WEttS-BEiNS-t"5?EB-iN-APPR8M-{MAIEfc¥-?HE-SAME-8RBER-AS-"HE¥-AR8 
tiST-EB-9N-?HE—PR9RA?f9N-56HEBBfcE- FORM C-lll REFERREB-T-9—HEREIN SHALL BE 
FILED SHBMf-?-EB-fN-"RfPtf6A-E WITH THE ORIGINAL BEING SENT TO THE DIVISION'S 
OFFICE IN SANTA FE 9FF*€E, T-HE ONE 5E69N8 COPY TO THE HOBBS DISTRICT OFFICE, 
ANO THE ONE TH'RB COPY TO THE APPROPRIATE iF-NEEBEB—F8R-W6tfc5-tN-Sb€H—8*5-
T-RfET-—T̂ -EfT-HER-fHE-ARfESiA-BR—A2?E6 OISTRICT OFFICE IN WHICH THE LEASE IS 
LOCATED IF OTHER THAN HOBBS ANO SHOULD BE MAILED IN TIME TO REACH THE DIVI­
SION OFFICE ON OR BEFORE THE 15TH OAY OF THE MONTH NEXT SUCCEEDING THE MONTH 
IN WHICH TnE GAS WAS TAKEN. A5-APPR8PR"AfE-

RULE 15(b) C-115 REPORT (OPERATOR'S MONTHLY REPORT): ALL PROOUCERS SHALL 
REPORT GAS WELL PRODUCTION IN ACCORDANCE WITH RULE 1115 OF THE DIVISION'S 
GENERAL RULES. 

RULE 15(c) REPORTING Of PRODUCTION (OAYS CRITERIA): UPON APPROVAL BY THE 
OIRECTOR OF THE OIL CONSERVATION DIVISION AS TO THE SPECIFIC PROGRAM TO BE 
USED, ANY PROOUCER OR TRANSPORTER OF GAS MAY BE PERMITTED TO REPORT METERED 
PRODUCTION OF GAS ON A CHART-PERIOD BASIS; PROVIOED THE FOLLOWING PROVISIONS 
SHALL BE APPLICABLE TO EACH GAS WELL: 

(1) REPORTS FOR A MONTH SHALL INCLUDE NOT LESS THAN 24 NOR MORE THAN 32 
REPORTED OAYS. 

(2) REPORTEO OAYS MAY INCLUOE AS MANY AS THE LAST 7 DAYS OF THE PREVI­
OUS MONTH 8UT NO OAYS OF THE SUCCEEDING MONTH. 

(3) THE TOTAL OF THE MONTHLY REPORTS FOR A YEAR SHALL INCLUOE NOT LESS 
THAN 360 NOR MORE THAN 368 REPORTED DAYS. 

(4) FOR PURPOSES OF THESE RULES, THE TERM "MONTH" SHALL MEAN "CALENOAR 
MONTH" FOR THOSE REPORTING ON A CALENOAR MONTH BASIS, ANO SHALL MEAN "RE­
PORTING MONTH" FOR THOSE REPORTING ON A CHART-PERIOD BASIS IN ACCORDANCE WITH 
THE EXCEPTION PROVIOEO IN THIS RULE. 



G. GENERAL 

RULE 16 FLARED OR VENTED GAS: NO GAS PRODUCED FROM THE GAS PDCiS *EGJL--
ED 3Y 'HIS OROER SHALL BE FLARED OR VENTED. 

RULE 17 NON-COMPLIANCE OF RULES AND REGULATIONS: FAILURE T0 COMPLi «I"H 
"HE PROVISIONS CF THESE RULES SHALL RESULT IN THE CANCELLATION CF ALLOWABLE 
ASSIGNED TO THE AFFECTED GPU. NO FURTHER ALLOWABLE SHALL 3E ASSIGNED "0 "-E 
AFFECTED GPU UNTIL ALL RULES ANO REGULATIONS ARE COMPLIED WITH. "-E OIREO'DR 
SHALL SEND WRITTEN NOTICE TO THE OPERATOR OF THE GPU ANO TO THE PURCHASER OF 
THE DATE OF ALLOWABLE CANCELLATION AND THE REASON THEREFOR. 

RULE 18 GAS WELL DELIVERY NOTICES: ALL TRANSPORTERS OR USERS OF GAS SHALL 
FILE GAS WELL DELIVERY NOTICES WITH THE OIVISION WITHIN 30 DAYS AFTER "-E 
DATE OF FIRST DELIVERY OR REDELIVERY IN ACCORDANCE WITH THE PROVISIONS OF 
RULE 4(b). 

SUGGESTED CHANGE 

RULE 18 GAS WELL OELIVERY NOTICES: ALL GAS TRANSPORTERS. AS DESIGNATED ON 
FORM C-104 9R-B5ER5-6F—GAS SHALL FILE FORM C-135 GAS WELL OELIVERY NOTICES 
WITH THE DIVISION WITHIN 30 OAYS AFTER THE OATE OF FIRST OELIVERY OR 
REDELIVERY IN ACCORDANCE WITH THE PROVISIONS OF RULE 4 5(b) ANO GENERAL RULE 
1135. THE FORM C-135 SHALL ALSO BE FILED WITH THE DIVISION WITHIN 30 DAYS OF 
DISCONNECTION. 

RULE 19 NOTICE OF MARGINAL WELL SHUT-IN: TRANSPORTERS SHALL NOTIFY THE 
OIRECTOR ANY TIME IT IS NECESSARY TO SHUT IN MARGINAL WELLS. SUCH NOTICE 
SHALL BE MADE WITHIN 30 DAYS FOLLOWING THE ENO OF SUCH MONTH ANO SHALL IN­
CLUDE OATA AS MAY 8E REQUIRED 8Y THE DIRECTOR. THIS REPORT SHALL NOT INCLUOE 
wELLS SHUT IN FOR REQUIRED TESTING, CONNECTION OF NEW WELLS OR WELLS SHUT IN 
3Y THE OPERATOR. 

SUGGESTEO CHANGE 

RULE 19 DELETE 
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Dockets Nos. 21-90 and 22-90 are tentatively set for July 25. 1990 and August 8. 1990. Applications 'or -lean.ig mst ze '-'ec it 
least 22 days in advance of hearing date. 

fWCK-T: EXAMINER HEARING - WEDNESDAY - JULY 11. 1990 

8-15 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM, 
STATE LANO OFFICE BUILDING 
SANTA FE. NEW MEXICO 

The following cases will be heard before Michael E. Stogner, Examiner, or Oavid R. Catanach, Alternate Examiner: 

ALLOWABLE: (1) Consideration of the allowable production of gas for August, 1990, from fourteen prorated gas pools in Lea, Eddy, 
and Chaves Counties, New Mexico. 

(2) Consideration of the allowable production of gas for August, 1990, from four prorated gas pools in San Juan, Rio 
Arriba, and Sandoval Counties, New Mexico. 

CASE 9995: Application of Sendero Petroleum, Inc. for compulsory pooling, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests in the Undesignated Indian Basin-Upper Pennsylvanian Gas Pool 
underlying all of Section 8, Township 21 South, Range 23 East, forming a standard 640-acre gas spacing and proration 
unit for said pool, to be dedicated to the plugged and abandoned Santa Fe Exploration Company Indian Basin Federal well 
No. 1 located at a previously authorized unorthodox gas well location (NSl-2809, dated June 7, 1990) 660 feet from the 
South and East lines (Unit P) of said Section 8. Also to be considered will be the cost of re-entering and recompleting 
said well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, 
designation of applicant as operator of the well and a charge for risk Involved In the re-entering and recompletion of 
said well. Said unit is located approximately 3.75 miles west-northwest of the Marathon 01) Company Indian Basin Gas 
Plant. 

CASE 9996: Application of TXO Production for an unorthodox oil well location, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks approval for an unorthodox oil well location for its proposed Yates Federal Hell No. 16 to be drilled 
2540 feet from the South line and 100 feet from the East line (Unit I) of Section 18, Township 20 South, Range 29 East, 
to test the Undesignated Burton-Delaware Pool. The NE/4 SE/4 of said Section 18 is to be dedicated to said well forming 
a standard statewide 40-acre oil spacing and proration unit for said pool. Said unit is located approximately 7.5 miles 
west northwest of the junction of U.S. Highway 62/180 and old New Mexico Highway 31. 

CASE 9997: Application of TXO Production for compulsory pooling, Eddy County, New Mexico. Applicant, in the above-styled cause, 
seeks an order pooling all mineral Interests from the surface to the base of the Morrow formation underlying the 
following described acreage in Section 20, Township 19 South, Range 25 East, and fn the following manner: the E/2 to 
form 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 North 
Cemetery-Atoka Gas Pool, Cemetery-Morrow Gas Pool and Undesignated Boyd-Morrow Gas Pool); the SE/4 to form 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 the Undesignated North Dagger Oraw-Upper Pennsylvanian Gas Pool); and 
the NE/4 SE/4 to form a standard 40-acre oil spacing and proration unit for any and all formations and/or pools developed 
on 40-acre spacing within said vertical extent. Said units are to be dedicated to a single well to be drilled at a 
standard location 1980 feet froa the South line and 660 feet from the East line (Unit I) of said Section 20. Also to 
be considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well as 
actual operating costs and charges for supervision, designation of applicant as operator of the well and a charge for 
risk involved in drilling satd well. Said area is located approximately 7.5 miles west by north of Lakewood, New Mexico. 

CASE 9973: (Continued from June 27, 1990, Examiner Hearing.) 

Application of Manzano 011 Corporation for compulsory pooling and an unorthodox gas well location, Lea County, New 
Mexico. Applicant, In the above-styled cause, seeks an order pooling all mineral interests from the surface to the base 
of the Morrow formation underlying the following described acreage In Section 14, Township 19 South, Range 33 East, and 
In the following described manner: the E/2 to form 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 Tonto-Atoka Gas Pool, Undesignated Quail Ridge-Morrow Gas Pool, Undesignated 
North Quail Ridge-Morrow Gas Pool, and Undesignated East Gem Morrow Gas Pool) and the NE/4 to form 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. Said units are to be dedicated to a single well to be drilled at an unorthodox gas well location 1980 
feet from the North line and 2310 feet froa the East line (Unit G) of said Section 14. Also to be considered will be 
the cost of drilling and completing said well and the allocation of the cost thereof as well as actual operating costs 
and charges for supervision, designation of applicant as operator of the well and a charge for risk involved In drilling 
said well. Said well location Is approximately 7 ailes southwest by west of the old Hobbs Army Air Corps Auxiliary 
Airfield No. 4. 

CASE 9950: (Continued froa June 27, 1990, Examiner Hearing.) 

Application of Meridian 011, Inc. for compulsory pooling, Eddy County, New Mexico. Applicant, in the above-styled cause, 
seeks an order pooling all mineral interests froa the top of the Holfcaap to the base of the Morrow formation underlying 
the E/2 of Section 17, Township 18 South, Range 31 East, forming a standard 320-acre gas spacing and proration unit for 
any and all formations and/or pools developed on 320-acre spacing (which presently includes but is not necessarily 
limited to the Undesignated North Shugart-Atoka Gas Pool and the Undesignated North Shugart-Morrow Gas Pool). Said unit 
is to be dedicated to a wall to be drilled at a standard gas well location thereon. Also to be considered will be the 
cost of drilling and completing said well and the allocation of the cost thereof as well as actual operating costs and 
charges for supervision, designation of applicant as operator of the well and a charge for risk Involved tn drilling 
said well. Said unit Is located approximately 5 ailes south of the junction of U.S. Highway 82 and State Highway No. 
3/South. 
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CASE 9998- Application of Yates Energy Corporation to amend Division Order No. R-9093, as amended, Eddy County, New Mex-co. 
*' Applicant, in tne above-styled cause, seeks the amendment of Division Order No. R-9093, as amended, «h'cn crce-

compulsorily pooled all mineral interests in the Undesignated Tamano-Bone Spring Pool underlying tne SE/4 Sw/4 [unit 
N) of Section l, 'ownship 18 South, Range 31 East. Applicant now seeks to include a provision within said orcer poo'\ng 
all mineral interests in the Undesignated Tamano-San Andres Pool. Said unit is located approximately 5.5 miles south 
by west of New Mexico State Highway No. 529's intersection with the Lea/Eddy County line. 

CASE 9999: Application of Mobi1 Producing Texas and New Mexico Inc. for dual completion and downhole conmingling, Lea County, New 
Mexico. Applicant, in the above-styled cause, seeks authority to dually complete its 8ridges State Well No. 36, located 
560 feet from tne North and West lines (Unit 0) of Section 25, Township 17 South, Range 34 East, >n sucn a Tanner as 
to allow production from the Vacuum Grayburg-San Andres Pool and the downhole commingled production from both tne Vacuutn-
Glorieta Pool and Vacuum-81ineory Pool through two parallel strings of tubing. Said well is located appro*irate!y 1,2 
mile west-northwest of Buckeye, New Mexico. 

CASE 10000: Application of Mobil Producing Texas and New Mexico Inc. for a new waterflood project, dual completions, ..aterflood 
expansion and two unorthodox water injection well locations. Lea County, New Mexico. Applicant, in tne above-styled 
cause, seeks authority to institute a new waterflood project on its State Bridges Lease comprising all or portions of 
Sections 3, 10, 11, 12, 13, 14, 15, 23, 24, 25, 26 and 27, Township 17 South, Range 34 East, by the commingled injection 
of a water stream into the Vacuum-Glorieta and Vacuum-Blinebry Pools through the following six wells: 

WELL NO. FOOTAGE LOCATION UNIT SECTION 

601 (to be drilled) 1670'FNL - 2600'FWL N 25 
602 (to be drilled) 1190'FNL - 1260*FWL 0 25 
109 610'FSL - 1830'FWL N 24 
116 1880'FSL - 510'FWL L 24 
119 1980'FNL - 1780'FWL F 24 
204 660'FNL 860'FWL P 24 

Applicant further seeks to expand its Bridges Vacuum Grayburg San Andres Waterflood Project by dually completing said 
Well Nos. 601 and 602 such that water injection into the Grayburg/San Andres formation will be through a second parallel 
string of tubing. Also, said well Nos. 109, 116, 119 and 204 are to be completed in a similar manner as to allow the 
injection of water into said commingled Blinebry/Glorieta injection zone and to continue injecting water into the North 
Vacuum Abo Pressure Maintenance Project through parallel strings of tubing. Said area is located approximately 1/2 mile 
northwest of Buckeye, New Mexico. 

CASE 10001: Application of Santa Fe Energy Operating Partners, L. P. for compulsory pooling, Eddy County, New Mexico. Applicant, 
in the above-styled cause, seeks an order pooling all mineral interests from 5000 feet below the surface to the base 
of the Morrow formation underlying the E/2 of Section 20, Township 17 South, Range 29 East, 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 North Grayburg-Atoka Gas 
Pool, Undesignated Grayburg-Atoka Gas Pool, Undesignated Grayburg-Morrow Gas Pool, and Undesignated South Empire-
Morrow Gas Pool). Said unit is to be dedicated to a well to be drilled at a standard gas well location thereon. Also 
to be considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well 
as actual operating costs and charges for supervision, designation of applicant as operator of the well and a charge 
for risk involved in drilling said well. Said unit is located approximately 6.5 miles west of Loco Hills, New Mexico. 

CASE 10002: Application of Bridge 011 Company, L. P. for pool creation, special pool rules, discovery allowable, and an unorthodox 
oil well location. Lea County, Mew Mexico. Applicant, in the above-styled cause, seeks the creation of a new oil pool 
for Devonian production comprising the E/2 NE/4 of Section 34, Township 15 South, Range 35 East, and the promulgation 
of temporary special pool rules therefor including a provision for 80-acre spacing and designated locations. Applicant 
further seeks the assignment of an oil discovery allowable as allowed by General Rule 509 to the discovery well for said 
pool being the applicant's Julia Culp Well No. 2 located at an unorthodox oil well location for the proposed special 
pool rules 2310 feet from the North line and 660 feet from the East line (Unit H) of said Section 34. Said area is 
located approximately 3.5 miles northwest of Lovington, New Mexico. 

CASE 10003: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral Interests In the Basin-Fruitland Coal Gas Pool underlying 
the W/2 of Section 36, Township 29 North, Range 10 West, forming a standard 320-acre gas spacing and proration unit for 
satd pool, said unit to be dedicated to the existing FC State Com Well No. 17 located at a standard coal gas well 
location 1580 feet from the South line and 1335 feet from the West line (Unit K) of said Section 36. Also to be 
considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well as actual 
operating costs and charges for supervision, designation of applicant as operator of the well and a charge for risk 
involved in drilling said well. Said unit Is located approximately 2.5 miles south by west of Blanco, New Mexico. 

CASE 10004: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral Interests ln the Basin-Fruitland Coal Gas Pool underlying 
the w/2 of Section 32, Township 29 North, Range 8 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to its proposed FC State Con Well No. 8 to be drilled at a standard coal gas well 
location In the SW/4 of said Section 32. Also to be considered will be the cost of drilling and completing said well 
and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation of 
applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 8 miles east-southeast of Blanco, New Mexico. 
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CASE 9980: (Continued from June 27, 1990, Examiner Hearing.) 

Application of uesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the E/2 of Secticn 16, Township 29 North, Range 8 West, forming a standard 320-acre gas spacing and proration unit 'or 
said pool, said unit to be dedicated to the existing "F. L." State Com Well No. 11 located at a standard coal gas well 
location 2200 feet from the North line and 1045 feet from the East line (Unit H) of said Section 36. Also to :e 
considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well as act.ai 
operating costs and charges for supervision, designation of applicant as operator of the well and a charge for r's< 
involved in drilling said well. Said unit is located approximately 9 miles east of Blanco, New Mexico. 

CASE 9981: (Continued from June 27, 1990, Examiner Hearing.) 

Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, m 
the above-styled cause, seeks an order pooling all mineral interests In the Basin-Fruitland Coal Gas Pool underlying 
the w/2 of Section 36, Township 29 North, Range 8 West, forming a standard 320-acre gas spacing and proration unit 'or 
said pool, said unit to be dedicated to its proposed "F. C." State Cora Well No. 9 to be drilled at a standard coal gas 
well location in the SW/4 of said Section 8. Also to be considered will be the cost of drilling and completing sa>d 
well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved In drilling said well. Said unit >s 'ocated 
approximately 8.5 miles east of Blanco, New Mexico. 

CASE 9982: (Continued from June 27, 1990, Examiner Hearing.) 

Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the N/2 of Section 36, Township 30 North, Range 9 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to its proposed "F. C." State Com Well No. 19 to be drilled at a standard coal gas 
well location in the NE/4 of said Section 36. Also to be considered will be the cost of drilling and completing said 
well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 15 miles east by south of Aztec, New Mexico. 

CASE 9983; (Continued from June 27, 1990, Examiner Hearing.) 

Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the S/2 of Section 36, Township 30 North, Range 9 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to its proposed "F. C." State Com Well No. 7 to be drilled at a standard coal gas 
well location in the SW/4 of said Section 36. Also to be considered will be the cost of drilling and completing said 
well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 15 miles east by south of Aztec, New Mexico. 

CASE 9984: (Continued from June 27. 1990, Examiner Hearing.) 

Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
Lots 1 through 4 and the NW/4 (N/2 equivalent) of Section 20, Township 30 North, Range 10 West, forming a standard 
316.18-acre gas spacing and proration unit for said poo), said unit to be dedicated to Its proposed "F. C." Federal Com 
Well No. 9 to be drilled at a standard coal gas well location in the NE/4 of said Section 20. Also to be considered 
will be the cost of drilling and completing said well and the allocation of the cost thereof as well as actual operating 
costs and charges for supervision, designation of applicant as operator of the well and a charge for risk involved in 
drilling said well. Said unit Is located approximately 5 miles east-southeast of Aztec, New Mexico. 

CASE 9985: (Continued from June 27, 1990. Examiner Hearing.) 

Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
Lots 3 through 6 and 11 through 14 (W/2 equivalent) of Section 33, Township 30 North, Range 10 West, forming a standard 
321.48-acre gas spacing and proration unit for said pool, said unit to be dedicated to a well to be drilled at a standard 
coal gas well location thereon. Also to be considered will be the cost of drilling and completing said well and the 
allocation of the cost thereof as well as actual operating costs and charges for supervision, designation of applicant 
as operator of the well and a charge for risk involved in drilling said well. Said unit is located approximately 6.5 
miles northeast by east of Bloomfield, New Mexico. 

CASE 9986: (Continued from June 27, 1990, Examiner Hearing.) 

Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests In the Basin-Fruitland Coal Gas Pool underlying 
the E/2 of Section 16. Township 30 North, Range 11 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to the existing *F. C." State Com Well No. 16 located at a standard coal gas well 
location 1870 feet from the North line and 1705 feet from the East line (Unit G) of said Section 16. Also to be 
considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well as actual 
operating costs and charges for supervision, designation of applicant as operator of the well and a charge for risk 
involved in drilling said well. Said unit Is located approximately 1 mile south of Aztec, New Mexico. 
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CASE 10005• Application of Estate of Thelma Ford Sinmons d/b/a 0. J. Siirmons Company for compulsory pooling, San Juan County. 
'' ' Mexico. Applicant, in the above-styled cause, seelts an order pooling ail mineral interests in the Basin-Fruit'and -ca: 

Gas Pool underlying the E/2 of Section 34, Township 28 North, Range 10 West, forming a standard 320-acre gas spac>g 
and proration unit for said pool, to be dedicated to a well to be drilled at a standard coal gas well location in :*.e 
NE/4 of said Section 34. Also to be considered will be the cost of drilling and completing said well and the allocation 
of the cost thereof as well as actual operating costs and charges for supervision, designation of applicant as operator 
of the well and a charge for risk involved in drilling said well. Said unit is located approximately 8.5 miles southeast 
of 81oomfield, New Mexico. 

CASE 10006: Application of Estate of Thelma Ford Sinrons d/b/a D. J. Siirmons Company for compulsory pooling, San Juan County, New 
Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Basin-fruit land Coal 
Gas Pool underlying the E/2 of Section 33, Township 28 North, Range 10 West, forming a standard 320-acre gas spacing 
and proration unit for said pool, to be dedicated to a well to be drilled at a standard coal gas well location in tne 
NE/4 of said Section 33. Also to be considered will be the cost of drilling and completing said well and tne allocation 
of the cost thereof as well as actual operating costs and charges for supervision, designation of applicant as operator 
of the well and a charge for risk involved in drilling said well. Said unit is located approximately 3 miles southeast 
by south of Bloomfield, New Mexico. 

CASE 10007: Application of Estate of Thelma Ford Sinrons d/b/a 0. J. Simmons Company for compulsory pooling, San Juan County, New 
Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral Interests in the 8asin-Fruitland Coal 
Gas Pool underlying the W/2 of Section 27, Township 28 North, Range 10 West, forming a standard 320-acre gas spacing 
and proration unit for said pool, to be dedicated to a well to be drilled at a standard coal gas well location in the 
SW/4 of said Section 27. Also to be considered will be the cost of drilling and completing said well and the allocation 
of the cost thereof as well as actual operating costs and charges for supervision, designation of applicant as operator 
of the well and a charge for risk involved in drilling said well. Said unit is located approximately 7.5 miles soutneast 
of Bloomfield, New Mexico. 

CASE 9979: (Continued from June 27, 1990. Examiner Hearing.) 

Application of Yates Petroleum Corporation for downhole commingling, dual completion and an exception to General Sule 
303.A,, Eddy County, New Mexico. Applicant, in the above-styled cause, seeks authority to complete its DeSana Unit well 
No. 1 located 1980 feet from the North and East lines (Unit G) of Section 17, Township 18 South, Range 24 East, in such 
a manner as to allow communication between and/or the commingling of production from the wolfcamp, Cisco, Canyon, Strawn 
and Atoka formations and the Undesignated North Antelope Sink-Morrow Gas Pool within said wellbore and that any such 
fluids from these zones be produced through a tubing string. Further, the applicant requests that the Abo and Yeso 
formations be allowed to communicate within said wellbore and any such commingled fluids be produced up the casing/tubing 
annulus. Said well is located approximately 8.5 miles east-southeast of Hope, New Mexico. 

CASE 9970: (Continued from June 27, 1990, Examiner Hearing.) 

Application of Pacific Enterprises 011 Company (USA) for compulsory pooling, Eddy County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests from the surface to the base of the Morrow formation 
underlying the following described acreage In Section 16, Township 17 South, Range 31 East, and in the following manner: 
the E/2 to form 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 Fren-PennsyIvanian Gas Pool); the SE/4 to form 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; and the NW/4 SE/4 to form 
a standard 40-acre oil spacing and proration unit for any and all formations and/or pools developed on 40-acre spacing 
within said vertical extent (which presently includes but is not necessarily limited to the Fren-Seven Rivers Pool, 
Grayburg-Jackson Seven Rivers-Queen-Grayburg-San Andres Pool, and Undesignated Fren-Paddock Pool). Said units are to 
be dedicated to a single well to ba drilled at a standard location in the NW/4 SE/4 (Unit J) of said Section 16. Also 
to be considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well 
as actual operating costs and charges for supervision, designation of applicant as operator of the well and a charge 
for risk involved In drilling said well. Said area is located approximately 1.5 miles north of the junction of U.S. 
Highway 82 and New Mexico State Highway 529. 

CASE 10008: Application of Doyle Hartman for a non-standard gas proration unit, compulsory pooling, and an unorthodox gas well 
location, Lea County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral interests 
in the Jalmat Gas Pool underlying Lots 3 and 4, the SE/4 NW/4, and the E/2 SW/4 of Section 6, Township 24 South, Range 
37 East, forming a 197.75-acre non-standard gas spacing and proration unit in the Jalmat Gas Poo) to be dedicated to 
a well to be drilled at an unorthodox gas well location 660 feet from the North line and 924 feet from the West line 
(Unit 0) of said Section 6. Also to be considered will be the cost of drilling and completing said well and the 
allocation of the cost thereof as well as actual operating costs and charges for supervision, designation of applicant 
as operator of the well and a charge for risk involved in drilling said well. Said unit Is located approximately IC 
miles north-northeast of Jal, New Mexico. 
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DOCKET: COMMISSION HEARING - THURSDAY - JULY 19, 1S90 

9:00 A.M. - MORGAN HALL. STATE LAND OFFICE BUILDING 
SANTA FE, NEW MEXICO 

CASE 7556: (Continued frcm October 26, 1982, Commission Hearing.) (This case will be dismissed.) 

Applicat-on of Cifes Service Company for determination of reasonable well costs. Lea County, New Mexico. Applicant, 
in the aoove-styled cause, pursuant to the provisions of Section 70-2-17 C, NMSA, 1978 Comp., and Paragraon (Si 
Oivision Order No. R-6781, seeks a determination of reasonable well costs for two wells drilled under the provisions 
of said Order No. R-6781 by Doyle Hartman on lands pooled by said order. 

CASE 10009: In the matter of the heartng called by the Oil Conservation Division (OCD) on its own motion to consider -evsions to 
Oivision Order No. R-8170, as amended. The OCO on the recomnendation of the Gas Proration Rules Coimittee seens to â erc 
the General Rules for the Prorated Gas Pools of New Mexico, as promulgated by Oivision Order No. R-3W0, as airenoed. 
Such changes include provisions for two 6-month allocation periods beginning April and October (Rules 5, 12 and 13), 
three month classification periods, and for any other changes deemed adequate and necessary for said Gas Proration Rules 
at this time. 

CASE 9854: (De Novo) (Continued from June 21, 1990, Commission Hearing.) 

Application of Stevens Operating Corporation for pool creation and special pool rules, Chaves County, New Mexico. 
Applicant, in the above-styled cause, seeks the creation and special pool rules, Chaves County, New Mexico. Applicant, 
in the above-styled cause, seeks the creation of a new pool for the production of oil from the Fusselman formation 
comprising the S/2 of Section 21 and the N/2 of Section 28, Township 10 South, Range 27 East, and for the promulgation 
of special rules and regulations therefor including provisions for 320-acre oil spacing and proration units, designated 
well location requirements, a special gas-oil ratio limitation of 20.000 cubic feet of gas per barrel of oil, and a 
special 320-acre oil allowable of 650 barrels per day. Said area is located at Mile Post No. 174 on U.S. Highway 380. 
Upon application of Yates Petroleum Corporation, this case will be heard De Novo pursuant to the provisions of Rule 1220. 
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J O H N H. M I L L E R 

TORGERSON & SCHLENKER, P. A. 
LAW OFFICES 

A L B U O U E R O U E 
S O O M A R Q U E T T E . N. W.. S U I T E UOO 

P O S T O F F I C E B O X 2 3 6 6 7 
A L B U O U E R O U E . NM 8 7 1 2 3 

T E L E P H O N E : ( S O S ) 8 4 2 - I 9 S O 
F A C S I M I L E : ( S O S ) 2 4 3 - 4 4 0 8 

FA RMING T O N 
3 0 0 WEST A R R I N G T O N 
P O S T O F F I C E BOX S O O 

F A R M I N G T O N . NM 6 7 4 9 9 
T E L E P H O N E : 1 5 0 5 ) 3 2 6 - 4 5 2 1 
F A C S I M I L E : (3 0 5 ) 3 2 5 - 3 4 7 4 

L A S C R U C E S 
2 7 7 E A S T A M A D O R 

P O S T O F F I C E B O X 1231 
LAS C R U C E S . NM 8 0 0 0 4 

T E L E P H O N E : ( S O S ) 3 2 3 - 2 4 8 1 
F A C S I M I L E : ( S O S ) 52*5-2213 

S A N T A FE 
125 L I N C O L N AVE. , S U I T E 3 0 3 

P O S T O F F I C E BOX 1 9 8 6 
S A N T A FE. NM 8 7 5 0 4 - 1 9 8 6 

T E L E P H O N E : ( 3 0 3 ) 9 8 9 - 9 6 1 4 
F A C S I M I L E : ( S O S ) 9 8 9 - 9 B 5 7 

K E N N E T H R. B R A N D T ( 1 9 4 6 - 1981) June 22, 1990 
PLEASE REPLY TO SANTA FE 

Mr. William J. LeMay, Director 
New Mexico O i l Conservation Division 
P. O. Box 2088 
Santa Fe, New Mexico 87504-2088 

If A -

Re: NMOCD Cases Nos. 9980, 9981, 9982,<^998^ 9984, 9985, and 
9986: Application of Mesa Operating Limited Partnership 
f o r Compulsory Pooling, San Juan County, New Mexico 

Dear Mr. LeMay: 

On behalf of the Applicant, Mesa Operating Limited 
Partnership, we respec t f u l l y request that the above cases by 
continued u n t i l the Examiner hearing scheduled f o r July 11, 1990. 

Thank you fo r your cooperation. 

Very t r u l y yours, 

CTtf 
J. Scott Hall 

JSH/ro 
cc: David Catanach 

Mark Seale 
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TORGERSON 
LAW OFFICES 

& SCHLENKER, P. A. 

A L B U O U E R O U E 

S O O M A R O U E T T E . N . W , S U I T E > I O O 

P O S T O F F I C E B O X 2 9 6 6 7 

A L B U O U E R O U E . N M 6 7 1 2 0 

T E L E P H O N E : { S O S ) O 4 2 - I 0 5 O 

F A C S I M I L E : ( S O S I 2 4 3 - 4 4 0 8 

F A R M I N G T O N 

3 0 0 W E S T A R R I N G T O N 

P O S T O F F I C E B O X 8 6 9 

F A R M I N G T O N . N M 8 7 4 9 9 

T E L E P H O N E : ( S O S ) 3 2 6 - 4 3 2 1 

F A C S I M I L E : ( S O S ) 3 2 3 - 5 4 7 4 

L A S C R U C E S 

2 7 7 E A S T A M A D O R 

P O S T O F F I C E B O X 1 2 3 1 

L A S C R U C E S . N M 8 8 0 0 4 

T E L E P H O N E : ( S O S ) 3 2 3 - 2 4 8 1 

F A C S I M I L E : ( S O S ) 3 2 6 - 2 2 1 3 

S A N T A F E 

( 2 3 L I N C O L N A V E . . S U I T E 3 0 3 

P O S T O F F I C E B O X 1 9 8 6 

S A N T A F E . N M 8 7 3 0 4 - 1 9 8 6 

T E L E P H O N E : ( S O S ) 9 8 9 - 9 6 1 4 

F A C S I M I L E : ( S O S ) 9 8 9 - 9 8 3 7 

K E N N E T H R. B R A N D T ( 1 9 4 6 - 1 9 8 0 J u n e 2 2 , 1990 
P L E A S E R E P L Y T O S A N T A F E 

Mr. William J. LeMay, Director 
New Mexico O i l Conservation Division 
P. 0. Box 2088 
Santa Fe, New Mexico 87504-2088 

Re: NMOCD Cases Nos. 9980, 9981, 9982, 9983, 9984, 9985, and 
9986: Application of Mesa Operating Limited Partnership 
f o r Compulsory Pooling, San Juan County, New Mexico 

Dear Mr. LeMay: 

On behalf of the Applicant, Mesa Operating Limited 
Partnership, we respectfully request that the above cases by 
continued u n t i l the Examiner hearing scheduled f o r July 11, 1990. 

Thank you f o r your cooperation. 

Very t r u l y yours, 

J. Scott Hall 

JSH/ro 
cc: David Catanach 

Mark Seale 



BEFORE THE 

OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS 

IN THE MATTER OF THE APPLICATION : 
OF MESA OPERATING LIMITED PARTNERSHIP ĈE/VED 
FOR COMPULSORY POOLING, lllw o - IQQA 
SAN JUAN COUNTY, NEW MEXICO. J 1 8 9 0 CASE NO. 9983 

. OIL CONSERVATION DIVISION 

ENTRY OF APPEARANCE 

COMES NOW CAMPBELL & BLACK, P.A, and hereby enters its appearance in 

the above referenced case on behalf of Amoco Production Company. 

Respectfully submitted, 

CAMPBELL & BLACK, P.A. 

By: I k / A 
WILLIAM F.' CARR 
Post Office Box 2208 
Santa Fe, New Mexico 87504 
Telephone: (505) 988-4421 

ATTORNEYS FOR AMOCO 
PRODUCTION COMPANY 



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: > 

R F CASE NOS. 9980,9981, 9982, 
, V t U (jS§>J84,9985, 

JUN ? o 13QQ 9986,9987,9988, 
, J 9939,9990,9991, 

OIL C0KSERVATION DIVISION 9 9 9 2 a n d 9 9 9 3 

APPLICATION OF MESA OPERATING 
LIMITED PARTNERSHIP FOR COMPULSORY POOLING, 
SAN JUAN COUNTY, NEW MEXICO. 

PRE-HEARING STATEMENT 

This prehearing statement is submitted by William F. Carr, as required by the Oil 
Conservation Division. 

APPEARANCES OF PARTIES 

APPLICANT ATTORNEY 

Mesa Operating Limited Partnership 

Telephone: 

OPPOSITION OR OTHER PARTY 

J. Scott Hall 
Miller, Stratvert, Torgerson &_ 
Schlenker, PA 
125 Lincoln Avenue, Suite 303 
Santa Fe, New Mexico 87501_ 
Telephone: (505) 989-9614 

ATTORNEY 

Amoco Production Company_ 
c/o Eric Nitcher 
Post Office Box 800 
Denver, Colorado 80201 
(303) 830-4040 '_ 

name, address, phone and 
contact person 

William F. Carr 
Campbell & Black, P.A. 
Post Office Box 2208 
Santa Fe, New Mexico 87504 
(505) 988-4421 " 
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NMOCD Case Nos. 9980, 9981, 9982, 9983, 9984, 9985, 

9986, 9987, 9988, 9989, 9990, 9991, 9992 and 9993 
Page 2 

STATEMENT OF CASE 

APPLICANT 

OPPOSITION OR OTHER PARTY 
(Please make a concise statement of the basis for opposing this application or 
otherwise state the position of the party filing this statement.) 

Amoco Production Company opposed a 300% risk penalty on each of these wells in the 
Basin-Fruitland Coal Gas Pool which are the subject of the cases. 



Pre-hearing Statement 
NMOCD Case Nos. 9980, 9981, 9982, 9983, 9984, 9985, 

9986, 9987, 9988, 9989, 9990, 9991, 9991 and 9993 
Page 3 

PROPOSED EVIDENCE 
APPLICANT 

WITNESSES EST. TIME EXHIBITS 
(Name and expertise) 

OPPOSITION 

WITNESSES 
(Name and expertise) 

Bill Hawkins 

None 

EST. TIME 

Signature 

EXHIBITS 

30 Min. Approximately 5 

PROCEDURAL MATTERS 



DOCKET NO. 18-90 

Dockets Nos. 19-90 and 20-90 are tentatively set for July U. 1990 and July 25. 1990. Applications for hearing aist be filed at least 
22 days in advance of hearing date. 

DOCKET: EXAMINER HEARI IK - WEDNESDAY - JUNE 27. 1990 

8:15 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM. 
STATE LAND OFFICE BUILDING 
SANTA FE, NEW MEXICO 

The following cases will be heard before David R. Catanach, Examiner, or Michael E. Stogner, Alternate Examiner: 

CASE 9968: Application of Mobil Exploration Producing U.S. Inc. for salt water disposal. Lea County, New Mexico. Applicant, in 
the above-styled cause, seeks authority to dispose of produced salt water into the Siluro-Devonian formations in the 
open hole Interval from approximately 11,800 feet to 13,970 feet in its State Section "27" Hell No. 1 located 660 feet 
from the North line and 1983 feet from the East line (Unit 8) of Section 27, Township 18 South, Range 35 East. South 
Vacuum-Devonian Pool, which is approximately 2 miles northwest by west of the junction of New Mexico State Highway Nos. 
8 and 529. 

CASE 9969: Application of Hixon Development Company for downhole conrningling and a non-standard oil proration unit, Rio Arriba 
County, New Mexico. Applicant, in the above-styled cause, seeks authorization to conmingle oil production from the 
Undesignated Gavilan-Mancos Oil and Undesignated Gavilan Greenhorn-Graneros-Dakota 011 Pool within the wellbore of its 
Evans Hell No. 1 located 790 feet from the North and West lines (Unit 0) of Section 5, Township 24 North, Range 2 West. 
Applicant further seeks approval for a 326.44-acre non-standard oil proration unit for both pools comprising Lots 3 and 
4, the S/2 NW/4, and SW/4 (W/2 equivalent) of said Section 5. Said well Is located approximately 3 miles northwest by 
north of Lindrith, New Mexico. 

CASE 9961: (Continued from June 13, 1990, Examiner Hearing.) 

Application of Mewbourne Oil Company for compulsory pooling, Eddy County, New Mexico. Applicant, in the above-styled 
cause, seeks an order pooling all mineral interests from the surface to the base of the Morrow formation underlying the 
E/2 of Section 18, Township 17 South, Range 27 East, forming a standard 320-acre gas spacing and proration unit for any 
and all formations and/or pools within said vertical extent developed on 320-acre spacing, which presently includes but 
is not necessarily limited to the Undesignated Logan Draw-Cisco Canyon Gas Pool, Undesignated Riverside-Atoka Gas Pool, 
and Undesignated Logan Draw-Morrow Gas Pool. Said unit is to be dedicated to a single well to be drilled at a standard 
gas well location thereon. Also to be considered will be the cost of drilling and completing said well and the 
allocation of the cost thereof as well as actual operating costs and charges for supervision, designation of applicant 
as operator of the well and a charge for risk involved in drilling said well. Said unit is located approximately 1 mile 
east of Riverside, New Mexico. 

CASE 9924: (Continued from June 13, 1990, Examiner Hearing.) 

Application of Strata Production Company to amend Division Order No. R-9097, Eddy County, New Mexico. Applicant, in 
the above-styled cause, seeks to amend Division Order No. R-9097, which authorized a horizontal directional drilling 
pilot project in the SE/4 of Section 18, Township 26 South, Range 25 East, being a standard 160-acre gas spacing and 
proration unit in the Bone Spring formation by expanding the prescribed area limiting the horizontal displacement of 
the proposed wellbore such that any portion thereof can be no closer than 330 feet from the North line, nor closer than 
660 feet from the East and West lines, nor closer than 460 feet from the South line of said 160-acre tract. Said 
location is approximately 2.5 miles east of Mile Post No. 6 on U.S. Highway 62/180. 

CASE 9970: Application of Pacific Enterprises 011 Company (USA) for compulsory pooling, Eddy County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests from the surface to the base of the Morrow formation 
underlying the following described acreage in Section 16, Township 17 South, Range 31 East, and in the following manner: 
the E/2 to form 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 Fren-Pennsylvanian Gas Pool); the SE/4 to form 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; and the NW/4 SE/4 to form 
a standard 40-acre oil spacing and proration unit for any and all formations and/or pools developed on 40-acre spacing 
within said vertical extent (which presently includes but is not necessarily limited to the Fren-Seven Rivers Pool, 
Grayburg-Jackson Seven Rivers-Queen-Grayburg-San Andres Pool, and Undesignated Fren-Paddock Pool). Said units are to 
be dedicated to a single well to be drilled at a standard location in the NW/4 SE/4 (Unit J) of said Section 16. Also 
to be considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well 
as actual operating costs and charges for supervision, designation of applicant as operator of the well and a charge 
for risk involved in drilling said well. Said area is located approximately 1.5 miles north of the junction of U.S. 
Highway 82 and New Mexico State Highway 529. 

CASE 9971: Application of Conoco, Inc. for two salt water disposal wells. Lea County, New Mexico. Applicant, in the above-styled 
cause, seeks authority to dispose of produced salt water into the San Andres formation in its Southeast Monument Unit 
Wells Nos. 99 and 101, located 1980 feet from the North line and 1650 feet from the West line (Unit F) and 660 feet from 
the North line and 330 feet from the West line (Unit 0), respectively, of Section 29. Township 20 South, Range 38 East, 
Eunice-Monument Pool. Both wells are located approximately 7.25 miles north of Eunice, New Mexico. 
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CASE 9953: (Continued from June 13, 1990, Examiner Hearing.) 

Application of Oryx Energy Company for compulsory pooling. Lea County, New Mexico. Applicant, in the above-styled cause, 
seeks an order pooling all mineral interests from the surface to the base of the Morrow formation underlying the 
following described acreage in Section 24, Township 17 South, Range 35 East, and in the following described manner: 
the W/2 to form 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 South Shoe Bar- Atoka Gas Pool); the NW/4 to form a standard 160-acre gas spacing and proration unit for 
any and all formations developed on 160-acre spacing within said vertical extent; and the SE/4 NW/4 to form standard 
40-acre oil spacing and proration unit for any and all formations and/or pools developed on statewide 40-acre oil spacing 
(which presently includes but is not necessarily limited to the Undesignated Vacuum-Abo Reef Pool, the Vacuum Grayburg-
San Andres Pool, and the Undesignated Vacuum-Glorieta Pool). Said units are to be dedicated to a single well to be 
drilled at a standard location in the SE/4 NW/4 (Unit F) of said Section 24. Also to be considered will be the cost 
drilling and completing said well and the allocation of the cost thereof as well as actual operating costs and charges 
for supervision, designation of applicant as operator of the well and a charge for risk involved in drilling said well. 
This area is located approximately 5.5 miles east by north of Buckeye, New Mexico. 

CASE 9972: Application of Gary L. Bennett for a pressure maintenance project. Lea County, New Mexico. Applicant, in the above-
styled cause, seeks authority to institute a pressure maintenance project on its Cavalcade Federal "21" Lease comprising 
the E/2 SW/4 and SE/4 of Section 21, Township 18 South, Range 32 East, by the injection of water into the Querecho 
Plains-Queen Associated Pool through the perforated interval from approximately 4088 feet to 4130 feet in its Well No. 
4 located 400 feet from the South line and 660 feet from the East line (Unit P) of said Section 21. Said area is located 
approximately 8.75 miles south of Maljamar, New Mexico. 

CASE 9973: Application of Manzano Oil Corporation for compulsory pooling and an unorthodox gas well location, Lea County, New 
Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral interests from the surface to the base 
of the Morrow formation underlying the following described acreage in Section 14, Township 19 South, Range 33 East, 
and in the following described manner: the E/2 to form 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 Tonto-Atoka Gas Pool, Undesignated Quail Ridge-Morrow Gas Pool, Undesignated 
North Quail Ridge-Morrow Gas Pool, and Undesignated East Gem-Morrow Gas Pool) and the NE/4 to form 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. Said units are to be dedicated to a single well to be drilled at an unorthodox gas well location 1980 
feet from the North line and 2310 feet from the East line (Unit G) of said Section 14. Also to be considered will be 
the cost of drilling and completing said well and the allocation of the cost thereof as well as actual operating costs 
and charges for supervision, designation of applicant as operator of the well and a charge for risk involved in drilling 
said well. Said well location is approximately 7 miles southwest by west of the old Hobbs Army Air Corps Auxiliary 
Airfield No. 4. 

CASE 9950: (Continued from May 30, 1990, Examiner Hearing.) 

Application of Meridian Oil, Inc. for compulsory pooling, Eddy County, New Mexico. Applicant, in the above-styled cause, 
seeks an order pooling all mineral interests from the top of the Wolfcamp to the base of the Morrow formation underlying 
the E/2 of Section 17, Township 18 South, Range 31 East, forming a standard 320-acre gas spacing and proration unit for 
any and all formations and/or pools developed on 320-acre spacing (which presently includes but is not necessarily 
limited to the Undesignated North Shugart-Atoka Gas Pool and the Undesignated North Shugart-Morrow Gas Pool). Said unit 
is to be dedicated to a well to be drilled at a standard gas well location thereon. Also to be considered will be the 
cost of drilling and completing said well and the allocation of the cost thereof as well as actual operating costs and 
charges for supervision, designation of applicant as operator of the well and a charge for risk involved in drilling 
said well. Said unit is located approximately 5 miles south of the junction of U.S. Highway 82 and State Highway No. 
3/South. 

CASE 9974: Application of Meridian Oil, Inc. for compulsory pooling, Rio Arriba County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling certain record t i t l e owners of a federal oil and gas lease in the Basin-Fruitland 
Coal (Gas) Pool underlying the S/2 equivalent of Section 35, Township 31 North, Range 4 West, forming a standard 320-
acre, more or less, gas spacing and proration unit for said pool, to be dedicated to the Chicosa Canyon Well No. 1 
located at a standard coal gas well location 830 feet from the South line and 1100 feet from the West line (Unit M) of 
said Section 35, which is located approximately 10.25 miles south of Mile Corner No. 230 on the New Mexico/ Colorado 
statellne. Also to be considered will be the designation of applicant as operator of the well and unit. 

CASE 9975: Application of Meridian 011, Inc. for fourteen non-standard gas proration units, San Juan County, New Mexico. Applicant, 
in the above-styled cause, seeks to establish fourteen non-standard gas spacing and proration units for Basin-Fruitland 
Coal Gas Pool production in Sections 7 through 12. 18, 19, 30 and 31, Township 32 North, Range 9 West; Sections 6 and 
18, Township 31 North, Range 9 West; and Sections 11 and 12, Township 32 North, Range 10 West. This area includes those 
partial Sections along the New Mexico/Colorado Stateline which extend 9 miles east from the Animas River and includes 
the western portions of those partial western most Sections in Townships 31 and 32 North, Range 9 West, which extend 
south for approximately 8 miles from Mile Corner No. 263 located on the statellne. 

CASE 9976: Application of Southland Royalty Company for two non-standard gas proration units, San Juan County, New Mexico. 
Applicant, in the above-styled cause, seeks approval for two non-standard gas spacing and proration units for Basin-
Fruitland Coal Gas Pool production in portions of Sections 23 and 24, Township 31 North, Range 12 West. Said area is 
located 6 miles north by east of Flora Vista, New Mexico. 
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CASE 9977: Application of Pacific Enterprises Oil Company (USA) for compulsory pooling, Eddy County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Empire-PennsyIvanian Gas Pool underlying 
the E/2 of Section 34, Township 17 South, Range 28 East, forming a standard 320-acre gas spacing and proration unit for 
said pool, to be dedicated to a well to be drilled at a standard gas well location thereon. Also to be considered will 
be the cost of drilling and completing said well and the allocation of the cost thereof as well as actual operating costs 
and charges for supervision, designation of applicant as operator of the well and a charge for risk involved in drilling 
said well. Said unit is located 1/2 mile southeast of the junction of U.S. Highway 82 and New Mexico State Highway No. 
360. 

CASE 9978: Application of Yates Energy Corporation for compulsory pooling, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests from the surface to the base of the San Andres formation 
underlying the NE/4 NW/4 of Section 12, Township 18 South, Range 31 East, forming a standard 40-acre oil spacing and 
proration unit for any and all formations and/or pools developed on statewide 40-acre oil spacing within said vertical 
extent, which includes but is not necessarily limited to the Shugart Yates-Seven Rivers-Queen-Grayburg Pool and 
Undesignated Tamano-San Andres Pool. Said unit is to be dedicated to a well to be drilled at a standard oil well 
location thereon. Also to be considered will be the cost of drilling and completing said well and the allocation of 
the cost thereof as well as actual operating costs and charges for supervision, designation of applicant as operator 
of the well and a charge for risk involved in drilling said well. Said unit is located approximately 2.25 miles south 
by west of the Lea/Eddy County line on New Mexico State Highway No. 529. 

CASE 9979: Application of Yates Petroleum Corporation for downhole conrningling, dual completion and an exception to General Rule 
303.A., Eddy County, New Mexico. Applicant, in the above-styled cause, seeks authority to complete its DeSana Unit Well 
No. 1 located 1980 feet from the North and East lines (Unit G) of Section 17, Township 18 South, Range 24 East, in such 
a manner as to allow communication between and/or the commingling of production from the Wolfcamp, Cisco, Canyon, Strawn 
and Atoka formations and the Undesignated North Antelope Sink-Morrow Gas Pool within said wellbore and that any such 
fluids from these zones be produced through a tubing string. Further, the applicant requests that the Abo and Yeso 
formations be allowed to communicate within said wellbore and any such commingled fluids be produced up the casing/tubing 
annulus. Said well is located approximately 8.5 miles east-southeast of Hope, New Mexico. 

CASE 9964: (Continued from June 13, 1990, Examiner Hearing.) 

Application of Yates Petroleum Corporation for an unorthodox gas well location, Lea County, New Mexico. Applicant, in 
the above-styled cause, seeks approval of an unorthodox gas well location for its existing Lusk "AH8" Federal Well No. 
1 located 800 feet from the North line and 1650 feet from the East line (Unit B) of Section 35, Township 19 South, Range 
32 East, for either the Undesignated Gem-Morrow Gas Pool or the Undesignated East Lusk-Morrow Gas Pool, the N/2 of said 
Section 35 to be dedicated to the well to form a standard 320-acre gas spacing and proration unit for either pool. Said 
unit is located approximately 4.5 miles north of the old site of the "Halfway Bar". 

CASE 9980: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the E/2 of Section 16, Township 29 North, Range 8 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to the existing "F. L." State Com Well No. 11 located at a standard coal gas well 
location 2200 feet from the North line and 1045 feet from the East line (Unit H) of said Section 36. Also to be 
considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well as actual 
operating costs and charges for supervision, designation of applicant as operator of the well and a charge for risk 
involved in drilling said well. Said unit is located approximately 9 miles east of Blanco, New Mexico. 

CASE 9981: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the W/2 of Section 36, Township 29 North, Range 8 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to its proposed "F. C." State Com Well No. 9 to be drilled at a standard coal gas 
well location in the SW/4 of said Section 8. Also to be considered will be the cost of drilling and completing said 
well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 8.5 miles east of Blanco, New Mexico. 

CASE 9982: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the N/2 of Section 36, Township 30 North, Range 9 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to its proposed "F. C." State Com Well No. 19 to be drilled at a standard coal gas 
well location in the NE/4 of said Section 36. Also to be considered will be the cost of drilling and completing said 
well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 15 miles east by south of Aztec, New Mexico. 

CASE 9983: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the S/2 of Section 36, Township 30 North, Range 9 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to its proposed "F. C." State Com Well No. 7 to be drilled at a standard coal gas 
well location in the SW/4 of said Section 36. Also to be considered will be the cost of drilling and completing said 
well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 15 miles east by south of Aztec, New Mexico. 
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CASE 9984: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
Lots 1 through 4 and the NW/4 (N/2 equivalent) of Section 20, Township 30 North, Range 10 West, forming a standard 
316.18-acre gas spacing and proration unit for said pool, said unit to be dedicated to its proposed "F. C." Federal Com 
Well No. 9 to be drilled at a standard coal gas well location in the NE/4 of said Section 20. Also to be considered 
will be the cost of drilling and completing said well and the allocation of the cost thereof as well as actual operating 
costs and charges for supervision, designation of applicant as operator of the well and a charge for risk involved in 
drilling said well. Said unit is located approximately 5 miles east-southeast of Aztec, New Mexico. 

CASE 9985: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
Lots 3 through 6 and 11 through 14 (W/2 equivalent) of Section 33, Township 30 North, Range 10 West, forming a standard 
321.48-acre gas spacing and proration unit for said pool, said unit to be dedicated to a well to be drilled at a standard 
coal gas well location thereon. Also to be considered will be the cost of drilling and completing said well and the 
allocation of the cost thereof as well as actual operating costs and charges for supervision, designation of applicant 
as operator of the well and a charge for risk involved in drilling said well. Said unit is located approximately 6.5 
miles northeast by east of Bloomfield, New Mexico. 

CASE 9986: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the E/2 of Section 16, Township 30 North, Range 11 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to the existing "F. C." State Com Well No. 16 located at a standard coal gas well 
location 1870 feet from the North line and 1705 feet from the East line (Unit G) of said Section 16. Also to be 
considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well as actual 
operating costs and charges for supervision, designation of applicant as operator of the well and a charge for risk 
involved in drilling said well. Said unit is located approximately 1 mile south of Aztec, New Mexico. 

CASE 9987: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the N/2 of Section 36, Township 31 North, Range 9 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to its proposed "F. C." State Com Well No. 4 to be drilled at a standard coal gas 
well location in the NE/4 of said Section 36. Also to be considered will be the cost of drilling and completing said 
well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 8 miles northwest by west of the Navajo Reservoir Dam. 

CASE 9988: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the S/2 of Section 36, Township 31 North, Range 9 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to its proposed "F. C." State Com Well No. 3 to be drilled at a standard coal gas 
well location in the SW/4 of said Section 36. Also to be considered will be the cost of drilling and completing said 
well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 7.5 miles northwest by west of the Navajo Reservoir Dam. 

CASE 9989: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Cedar Hi 11-Fruitland Basal Coal Gas Pool 
underlying Lots 5, 10 and 15, the W/2 NE/4, SE/4 NE/4, and E/2 SE/4 (E/2 equivalent) of Section 19, Township 32 North, 
Range 10 West, forming a 324.85-acre gas spacing and proration unit for said pool, said unit to be dedicated to its 
proposed "F. C." Decker Primo Com Well No. 2 to be drilled at a standard coal gas well location in the NE/4 equivalent 
of said Section 19. Also to be considered will be the cost of drilling and completing said well and the allocation of 
the cost thereof as well as actual operating costs and charges for supervision, designation of applicant as operator 
of the well and a charge for risk involved in drilling said well. Said unit is located approximately 2.5 miles northwest 
of Cedar Hill, New Mexico. 

CASE 9990: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the E/2 of Section 14, Township 32 North, Range 11 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to Its proposed "F. C." Federal Com Well No. 5 to be drilled at a standard coal 
gas well location in the NE/4 of said Section 14. Also to be considered will be the cost of drilling and completing 
said well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, 
designation of applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is 
located approximately 11 miles north by east of Aztec, New Mexico. 

CASE 9991: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the W/2 of Section 15, Township 32 North, Range 11 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to its proposed "F. C." Barnes Well No. 1 to be drilled at a standard coal gas well 
location in the SW/4 of said Section 15. Also to be considered will be the cost of drilling and completing said well 
and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation of 
applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 11 miles north of Aztec, New Mexico. 
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CASE 9992: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the W/2 of Section 36, Township 32 North, Range 11 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to its proposed "F. C." State Com Well No. 13 to be drilled at a standard coal gas 
well location in the SW/4 of said Section 36. Also to be considered will be the cost of drilling and completing said 
well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 3 miles west of Cedar Hill, New Mexico. 

CASE 9993: Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in 
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underlying 
the E/2 of Section 36, Township 32 North, Range 11 West, forming a standard 320-acre gas spacing and proration unit for 
said pool, said unit to be dedicated to its proposed "F. C." State Com Well No. 12 to be drilled at a standard coal gas 
well location in the NE/4 of said Section 36. Also to be considered will be the cost of drilling and completing said 
well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, designation 
of applicant as operator of the well and a charge for risk involved in drilling said well. Said unit is located 
approximately 2.5 miles west of Cedar Hill, New Mexico. 

CASE 9994: Application of Doyle Hartman for compulsory pooling, a non-standard gas proration unit and simultaneous dedication, Lea 
County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Eumont 
Gas Pool underlying either the SE/4 of Section 5 and the NE/4 of Section 8, Township 21 South, Range 36 East, forming 
a non-standard 320-acre gas spacing and proration unit for said pool, or IN THE ALTERNATIVE, the N/2 SE/4 and SE/4 SE/4 
of said Section 5 and the NE/4 of said Section 8, forming a non-standard 25ff-acre non-standard gas spacing and proration 
unit for said pool. In either instance the applicant proposes to simultaneously dedicate all production from the Eumont 
Gas Pool to the existing State "A" Well No. 4 located 660 feet from the North and East lines (Unit A) of said Section 
8, which is unorthodox for the proposed 280-acre unit, and to a second well to be drilled at an undetermined location 
in the SE/4 of said Section 5. Applicant further seeks to be designated operator of the non-standard gas proration unit 
so created and be entitled to recover out of the production therefrom its cost of drilling, completing and equipping 
a new i n f i l l well, plus a 200% risk factor for drilling, completing and equipping such new i n f i l l well, plus an equitable 
and proper percentage of the value of the existing wellbore of said State "A" Well No. 1, and all costs of supervision 
and operation of such unit, and that such order also provide for any other relief which may be deemed equitable and 
proper. The subject area is located approximately 1.25 miles west of Oil Center, New Mexico. 

CASE 9949: (Readvertised) 

Application of Chevron U.S.A., Inc. for a non-standard gas proration unit, unorthodox gas well locations, and 
simultaneous dedication. Lea County, New Mexico. Applicant, in the above-styled cause, seeks approval for a non­
standard 400-acre gas spacing and proration unit comprising Lots 11 through 14 of Section 5 and Lots 15 and 16 and the 
SE/4 of Section 6, all in Township 21 South, Range 36 East, Eumont Gas Pool, said unit to be simultaneously dedicated 
to a well to be drilled at an unorthodox location 1175 feet from the South line and 1375 feet from the East line (Unit 
W) of said Section 6, to its Orcutt (NCT-A) Well No. 1 properly located 4600 feet from the North line and 1980 feet from 
the West line (Unit N) of said Section 5 (which is unorthodox for this proration unit) and to its Graham State (NCT-
E) Well No. 2 located at an orthodox location 1980 feet from the South and East lines (Unit R) of said Section 6. Said 
unit is located approximately 2.25 miles west by north of Oil Center, New Mexico. 



MILLER, STRATVERT, TORGERSON & SCHLENKER, P. A. 
LAW OFFICES 

R A N N E B M I L L E R 

W I L L I A M K S T R A T V E R T 

A L A N C T O R G E R S O N 

K E N D A L L O . S C H L E N K E R 

A L I C E T O M L I N S O N L O R E N Z 

G R E G O R Y W . C H A S E 

A L A N K O N R A D 

M A R G O J M c C O R M ) C K 

L Y M A N G S A N D Y 

S T E P H E N M . W I L L I A M S 

S T E P H A N M V I D M A R 

R O B E R T C . G U T I E R R E Z 

S E T H V B I N G H A M 

M I C H A E L H . H O S E S 

J A M E S B C O L L I N S 

T I M O T H Y R. B R I G G S 

W A L T E R R. P A R R 

T H O M A S S U D A L L 

R U D O L P H L U C E R O 

D A N I E L E R A M C Z Y K 

D E A N G . C O N S T A N T I N E 

D E B O R A H A . S O L O V E 

G A R Y L . G O R D O N 

H . K E V I N H A I G H T 

L A W R E N C E R. W H I T E 

S H A R O N P . G R O S S 

V I R G I N I A A N D E R M A N 

C . K. M O S S 

J A M E S B . C O O N E Y 

L E O N A R D J . P A D I L L A 

T I M O T H Y S - V A S O U E Z 

M A R T E D . L I G H T S T O N E 

B R A D F O R D K. G O O D W I N 

N I C H O L A S C U L L A N D E R 

J O H N R. F U N K 

J . S C O T T H A L L 

T H O M A S R. M A C K 

M I C H A E L J H A P P E 

D E N I S E B A R E L A S H E P H E R D 

M I C K I R G U T I E R R E Z 

A L B U O U E R O U E 

5 0 0 M A R Q U E T T E . N W . . S U I T E I IC 

P O S T O F F I C E B O X 2 5 6 8 7 

A L B U O U E R O U E , N M 8 7 1 2 5 

T E L E P H O N E : ( 5 0 5 ) S 4 2 - I 9 5 0 

F A C S I M I L E : ( 5 0 5 ) 2 4 3 - 4 4 0 8 

F A R M I N G T O N 

3 0 0 W E S T A R R I N G T O N 

P O S T O F F I C E B O X 8 6 9 

F A R M I N G T O N , N M 8 7 4 9 9 

T E L E P H O N E : 1 5 0 5 ) 3 2 6 - 4 5 2 1 

F A C S I M I L E : 1 5 0 5 ) 3 2 5 - 5 4 7 4 

L A S C R U C E S 

2 7 7 E A S T A M A D O R 

P O S T O F F I C E D R A W E R 1 2 3 1 

L A S C R U C E S . N M 8 6 0 0 4 

T E L E P H O N E : ( 5 0 5 ) 5 2 3 - 2 4 8 1 

F A C S I M I L E : ( 5 0 5 ) 5 2 6 - 2 2 1 5 

S A N T A F E 

1 2 5 L I N C O L N A V E . . S U I T E 3 0 3 

P O S T O F F I C E B O X 1 9 8 6 

S A N T A F E . N M 8 7 5 0 4 - 1 9 8 6 

T E L E P H O N E : ( 5 0 5 ) 9 8 9 - 9 6 1 4 

F A C S I M I L E : < 5 0 5 ) 9 8 9 - 9 8 5 7 

K E N N E T H R B R A N D T C I 9 4 6 - 1 9 8 1 ) J U I I G 4 1 9 9 0 P L E A S E R E P L Y T O S A N T A F E 

Mr. W i l l i a m J. LeMay, D i r e c t o r 
New Mexico O i l Conservation D i v i s i o n 
Post O f f i c e Box 2008 
Santa Fe, New Mexico 87504 

RE: A p p l i c a t i o n of Mesa Operating Limited Partnership f o r 
Compulsory Pooling, San Juan County, New Mexico, (FC 
State Com #7) 

Dear Mr. LeMay: 

Enclosed i s the A p p l i c a t i o n of Mesa Operating Limited 
Partnership f o r Compulsory Pooling f o r a F r u i t l a n d w e l l t o be 
d r i l l e d a t a standard l o c a t i o n i n the S/2 of Section 36 T-30 N, R-
9 W, NMPM, San Juan County, New Mexico. 

On behalf of the Applicant, Mesa Operating Limited 
Partnership, we ask t h a t t h i s matter be set f o r examiner hearing 
on June 27, 1990. 

Very t r u l y yours, 

MILLER, STRATVERT, TORGERSON 
& SCHLENKER, P.A. 

By:_ 
J. Scott H a l l 

cc: Mark Seale, 
Mesa Limited Partnership 



BEFORE THE 

OIL CONSERVATION DIVISION 

ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT 

IN THE MATTER OF THE APPLICATION OF 
MESA OPERATING LIMITED PARTNERSHIP 
FOR COMPULSORY POOLING, SAN JUAN 
COUNTY, NEW MEXICO. 

APPLICATION 

MESA OPERATING LIMITED PARTNERSHIP by i t s undersigned 

attorneys, M i l l e r , S t r a t v e r t , Torgerson & Schlenker, P.A., hereby 

makes a p p l i c a t i o n pursuant t o section 70-2-17, N.M.S.A. (1978) f o r 

an order pooling a l l of the mineral i n t e r e s t s i n the F r u i t l a n d 

formation f o r development on 320-acre spacing i n and under the S/2 

of Section 36, Township 30 North, Range 9 West, N.M.P.M., San Juan 

County, New Mexico, and i n support thereof would show the D i v i s i o n : 

1. Applicant owns approximately 84% of the working i n t e r e s t 

i n and under the S/2 of Section 36, and Applicant has the r i g h t t o 

d r i l l thereon. 

2. Applicant proposes t o dedicate the above-referenced 

pooled u n i t t o i t s Mesa FC State Com #7 w e l l t o be located a t a 

standard l o c a t i o n i n the S/2 of said Section 36. 

3. Applicant has been unable t o obtain voluntary agreement 

f o r p ooling or farmout from a l l other i n t e r e s t owners i n the S/2 

of said Section 36. 

4. Said pooling of i n t e r e s t s w i l l avoid the d r i l l i n g of 

unnecessary w e l l s , w i l l prevent waste and w i l l p r o t e c t c o r r e l a t i v e 

r i g h t s . 

CASE NO. 



5. In order to permit the Applicant to obtain i t s j u s t and 

f a i r share of the o i l and gas underlying the subject lands, the 

mineral interests should be pooled, and Applicant should be 

designated the operator of the well to be d r i l l e d . 

WHEREFORE, Applicant prays that t h i s application be set for 

hearing before a duly appointed examiner of the O i l Conservation 

Division on June 27, 1990, and that after notice and hearing as 

required by law, the Division enter i t s order pooling the lands, 

including provisions for Applicant to recover i t s costs of 

d r i l l i n g , equipping and completing the well, i t s costs of 

supervision while d r i l l i n g and after completion, including overhead 

charges, and imposing a r i s k factor for the r i s k assumed by the 

Applicant i n d r i l l i n g , completing and equipping the well, and 

making such other and further provisions as may be proper in the 

premises. 

MILLER, STRATVERT, TORGERSON 
& SCHLENKER, P.A. 

By. 
J . Scott Hall 
Suite 303 
125 Lincoln Avenue 
Santa Fe, New Mexico 87501 
Telephone: (505) 989-9614 

ATTORNEYS FOR MESA OPERATING 
LIMITED PARTNERSHIP 

jsh\sc#7.app 

2 



Sec 26 Township No ,?<^ s U s f / nf Range No ^ ^ A r z ^ 



DBHICt U H M 

State of New Mexico 
Energy, Minerals md Natural Resources Department 

Far* CMS 
%rrmmm 1-149 

i -

pimiCTi 
P.O. Boa 19*0, Hobbt, NM 1X240 

GIL CONSERVATION DIVISION 
P.O. Box 2088 

PTSTRTCTn Santafe, New,Mexico 87504-2088 

in Rl,AzbK,NM S7410 

WELL API NO. 
30-045-27514 

5. ladicait Type afhmat . 
STATE H J FEE • 

& Sute Oil tt OM Leeae Na 
B 11479-10 

SUNDRY NOTICES AND REPORTS ON WELLS 
(DO NOT USE THIS FORM FOR PROPOSALS TO ORILL OR TO DEEPEN OR PLUG BACK TO A 

DIFFERENT RESERVOIR USE "APPLICATION FOR PERMIT" 
(FORM C-101) FOR SUCH PROPOSALS.) 

1. Typ* of Wall: 

* • 

7. Leate Nune or Unit Agnemeal Nan 

FC STATE COM 
OAS 

orm 
2. Namt of Opentor 

MESA OPERATING LIMITED PARTNERSHIP 
1 Well Na 

# 7 
J. Adams af Operator 

P.O. BOX 2009, AMARILLO, TEXAS 79189 
9. Pool tame cr Wildcat 

Basin Fruitland Coal 
4. WaULocatiaa 

Uait Letter K : 1405' Feet From The. South 

Section 36 Twwuhip 3 ON 

Line and 

Range 9W 

2720 Foot Fron Dw West Line 

NMPM 
10. Elevation (Show whtthtr DF, RKB, RT, GR. tic.) 

5750' GR 

Check Appropriate Box to Indicate Nature of Notice, Report, or Other Data 
SUBSEQUENT REPORT OF. 

REMEDIAL WORK • ALTERING CASING D 

COMMENCE DRILLING OPNS. D PLUG AND ABANDONMENT D 

CASING TEST AND CEMENT JOB Q 

OTHER- EXTEND DRILLING PERMIT [Y] 

11. 

NOTICE OF INTENTION TO: 

PERFORM REMEDIAL WORK Q PLUG AND ABANDON O 

TEMPORARILY ABANDON O CHANGE PLANS Q 

PULL OR ALTER CASING • 

OTHER: • 
11 Deacribe Proposed or Completed Operations (CUarty ttau aU penintrv details, and five pertinent dam, induct** utimaud dau cf rtmw/ airy proposed 

wort) SEE RULE 1103. 

Mesa Operating Limited Partnership i s hereby requesting permission to 
extend the d r i l l i n g permit on the above well. This d r i l l i n g permit 
expired(s) on 4/24/90 . 

APPROVAL GXFI^S ,- r p ; 

xc: NMOCD-Aztec (0+5), WF, Reg, Land, Expl., D r i l l i n g 

t-i u 
;-.?R2 3 1990 

CON. DIV. 
WST. 3 

best of my kaovtedte sad beUef. 

Ttoe Regu la tory A n a l y s t DATE . 4 /20 /90 

TYTBORIWrNAkC TBUPHDNENO. 

(Ttm mm* for Stmt Ume) 

AFfSOVEDIY-

/ \ 0ISTBC1 ft* 
M J • DATE APR 2 4 ISSO 

GOMxnoNsar AIHOVAL, W nn. 



Suva* 10 Appreenau 
Dutrict Office 
SUM Lean - 4 cocm 
Fw Latet - 3 aopMt 

R o ^ W , Hobbt, NM U240 

DISTRICT n 
P.O. Draw* DO. Afttsta, NM SS210 

DISTRICT ffl 
1000 RM Bnuoa IU., Ante, NM «7<10 

Sou of Sew Mexico 
Energy. Minerals and Natural Resources Depaiunent 

OIL CONSERVATION DIVISION 
P.O. Box 2088 

Santa Fe. New Mexico 87504-2088 

WELL LOCATION ANO ACREAGE DEDICATION PLAT 
Al Distance* must ba from the outer bounctartee c4 the section 

form C-m 
aWiwad M4? 

a. 
Upenior 

i MESA OPERATING L I M I T S PARTNERSHIP 
Laaie 

FC STAT? COM 
Well No 

7 

Use Lencr 

1 ^ 
Secooe 

36 
Towaatep 

30 N 
Range 

9 W NMPM 

Couaty 
San Juan 

S30 feet from the South 2490 feetfromtha * e s t line 
Ground level Elev. Ptoduciag Fonnetjoe Pool B a s i n Dedicated Acreage: 

5768 F r u i t l a n d F r u i t l a n d Coal S/2 320 ^ 

1. Outuae the acreage dedicated lo the eubject weU by cotored peocU or hidwre raatta oe the r^ bekiw. 

1 If mere than one leaat ii dedicated to fte well, ouke* each aad ideatify the oweorehip hereof (both at to working iatereat and royalty). 

3. If mora than one leaae of different owaenhip it dedicated to Iha well, have the interact of all owneit been oonenlidaled by conniauUiatioa, 
ittiitimina. force-pool inf. etc.? 

[ J Yee • No If auweria "vet" type of ecejwlidaboa 
If tsiwer u "ao" ha iht owwi tad uact deaenpuoe* which hive actually beea rneanliilalnd (Ute reverie aide of 
thia farm if i 
No allowable will be aaajgaed lo the weO until ail iataraatt have bean contolidatad (by t 
or until a aoa-atandard unit, aummating each inure*, haa beea apptoviid by the Diviatoe. 

, uaitization, forced-pooling, or otherwias) 

X 

•so 

EC EIYE 

oa CON; Dtv. 

Amoco et a l MESA 

Fee 

MESA 

1490' 

B11479-21 

MESA 

E 5315 

M 

MESA 

B11479-22 

B11479-20 

Amoco et a l 

fO. 9Ze*. 

o 

OPERATOR CERTIFICATION 
/ htrtby ctrtify Out tht in/iiineani 

gameiaaat aereu ia ante cne* campUtt to tat 
tmowUdtttadiMitf. 

Carol^M L. McKee 

Regulatory Analyst 

Mesa Ltd Partnership 
Date 

4/27/90 

SURVEYOR CERTIFICATION 

/ atreey ctrtify that tht wtU lectio* 
oa thu plat wai ptotud from fiaU mom aj 
actual tuntyt mad* ay mt or mdtr my 
TuptmiOK, tad that tht mmm it mm tad 
comet to ikt btm af my aaewieaf* tad 

4-23-90 
Data Surveyed 

Willi*$a%. 



Submit 3 Copies 
to 'Tpropnju 
LWia Office* 

CISIBICTJ 
P.O. Box 1980. Hobbs, NM 8S240 
DISTRICT n 
P.O. Drawer DO. Atteeia, NM 88210 

amiam- 0 1 1 , 1 

1000 Rio Bruot RcL Altec, NM 87410 

State of New Mexico 
Energy, Minerals and Natural Resources Department 

OIL CONSERVATION DIVISION 
P.O. Box 2088 

Santa Fe, New Mexico 87504-2088 

For* C-103 
Revised 1-1-89 

8 57 

WELL API NO. 
30-045-27514 

S. Indicate Type of Laue .—. 
STATE UU FEE • 

6. State OU * Gas Leaae No. 
B 11479-10 

SUNDRY NOTICES AND REPORTS ON WELLS 
( DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO A 

DIFFERENT RESERVOIR. USE 'APPLICATION FOR PERMIT 
(FORM C-101) FOR SUCH PROPOSALS.) 

1. Type of Well: 

7. Lease Name or Unit Agreement Name 

FC STATE COM 

OTHER 

2. Name of Operator 
MESA OPERATING LIMITED PARTNERSHIP 

8. WellNo. 
# 7 

3. Address of Operator 
P.O. BOX 2009, AMARILLO, TEXAS 79189 

9. Pool same or Wildcat 
Basin Fruitland Coal 

4. WeU Location 
N Unit Letter 

Section 36 

830 Feet From Tbe 

Township 30N 

South Line and 2490 Feet From Tbe West Line 

Range 9W NMFM 
10. Elevation (Show whether DF, RKB. RT, GR. etc.) 

5768' 
l l . Check Appropriate Box to Indicate Nature of Notice, Report, or Other Data 

NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF: 

PERFORM REMEDIAL WORK 0 PLUG AND ABANDON • REMEDIAL WORK • ALTERING CASING • 
TEMPORARILY ABANDON Q CHANGE PLANS • COMMENCE DRILLING OPNS. CD PLUG AND ABANDONMENT • 
PULL OR ALTER CASING 1 1 CASING TEST AND CEMENT JOB CU 

OTHER. • OTHFR- L o c a t i o n Moved • 
12. Deacribe Proposed or Completed Operations (CUarty state all pertinent details, and give pertinent dates, indwiing estimated date cf starting any proposed 

work) SEE RULE 1103. 

The location on the above referenced well has been moved due to landowner 
request. An amended Well Location and Acreage Dedication Plat is attached. 

E6EIVE 
APR 3 01990 

OIL CON. DiV.i 
06T. 3 

xc: NMOCD- (0+5), WF, Reg, Land,. Exp1., Dril l ing 

I hereby certify that 

SHNATUItE 

TYKOB.PBJNTNAME 

my kaowtadfe aad belief. 

•CTJLJ Regulatory Analyst DATE . 4/27/90 

TELEPHONE HO. 

(Tbia space for State Use) 

APPROVED »Y TTTLE 
DEPUTY OIL 4 GAS ItfPKTO* DST. #3 ^ fl j flQ/j 

OONDTTONS O K APPROVAL, B> ANY: 



I sjbtEta. r ApHDoriait, i > " QM DIVLSJO N State °^ Hew Mexico 
Di^omci^olL C 0 N o - ' - Ertwy, minerals and Natural Resources Department 
SIM. Leaae-6 conies R E C E I V E D * 7 

S l I ^ W O rW^NŜ ATIONDrVTSION 
Santa Fe, New Mexico 87504-2088 

Form C-101 
Revised M-S9 + 

ntgn»rrn 
P.O. Drawer DO. Artesia, NM 8S210 

DtSTRlCTm 
1000 Rio Brazos Rd\, Altec, NM 87410 

API NO. (assigned by OCD on New Wells) 

5. Indicate Type of Lease 
STATE EU FEE • 

6. State Oil a Gat Leaae No. 
B 11479-10 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK 
la. Type of Work: 

DRILL [x] 
b. Type of Well: 

^ m °** i n W I L L Q WELL ^ 

RE-ENTER • DEEPEN Q PLUG BACK Q 

S D M U , , M U L T I U 

7. Lease Name or Unit Agreement Name 

FC STATE COM 

OTHER ZONE • 
1 Name of Opentor 

Mesa Operating Limited Partnership 
8. Well No. 

// 7 

3. Address cf Operator 
P.O. Box 2009, Amarillo, Texas 79189 

9. Pool name or Wildcat 
Basin Fruitland Coal 

4. WeU Location 
Uait Letter K 1405 Feet From Tbe South 

Section 36 Townehip 30N R,Bge w NMPM san Juan county 

Line and 

9W 

2720 Feet From The West Line 

San Juan 

10. Proposed Depth 
2580' 

11.Formation 
Fruitland Coal 

12. Rotary or CT. 
Rotary 

13. Elevations (Show whether DF, RT, GR, etc.) 
5750' GR 

14. Kind A Status Plug. Bond 
Blanket 

IS. Drilling Contractor 
Not Yet Determined 

16. Approx. Date Work will start 

17. 
PROPOSED CASING AND CEMENT PROGRAM 

SEE OF HOLE SEE OF CASING WEIGHT PER FOOT SETTING DEPTH SACKS OF CEMENT EST. TOP 
12 1/4" 8 5/8" 24// 200' 150 sx 'B'+2%CC Surface 

7 7/8" 5 1/2" 

2 3/8" 

17# 

4.7// 

2580' 

2480' 

300 Poz/250 'B' Surface 

Propose to spud well with 12 1/4" hole and d r i l l to 200' and set 8 5/8" 
surface casing. W i l l cement with 150 sx of Class "B" and raise cement to 
surface. Wi l l nipple up 3000 psi BOP assembly and d r i l l 7 7/8" hole to 
TD of 2580' with fresh water mud system. W i l l then log well and evaluate 
for possible commercial production. I f successful, w i l l then run 5 1/2" 
casing to 2580' and cement with 300 sx Pozmix followed by 250 sx Clas 
cement. W i l l move off d r i l l i n g r i g and move i n completion uni 

APPROVAL EXPIRE;. °4--^'"/^m 

UNLESS DR;L IN.: 

xc: NMOCD-Aztec (0+5) 

SPUD NOTICE ,. 

WF^ , TR"e^, 1LandV E x p l . 

0CT1 61989 
OIL CON. DIV D r i l l i n g 

IN ABOVE SPACE DESCRIBE PROPOSED PROGRAM: • mini n li in IIIIII nn ISIII nn I 11 in I n I i IIIIII IIII IIIIIIIII II I IIIIII II P l f j T l iltm I 
ZONE. QWlMLOwVVTnEVWT&rWXaV^r MTX. 
I hereby certify flat Ihe iirfonnabce above * true, and com 

^f^7^r4 
stale to the bast of my knowledge and belief 

Regulatory Agent 10/12/89 
PrVTP 

TTfEOStpajKTNAaSS TELEPHONE NO. 

(Thai > for Stale Ute) 

AWWOVBDSY 

CDNorrrjNsop 

DEPUTY GIL & GAS INSPECTOR, DIST. #3 B 0CT2 419P9 
ytiuwnri: 



Wants) 

r EtSS 
Fes Least-} 
BlSTtlCT 1 

Bob**. KM 11240 

DO, Attests, NM U210 

1000 Rio BOMS Rd., Aaec, NM 17410 

State of New Mexico 
Energy, Mmtrait and Naotral Raaxwces Deptrmwot 

OIL CONSERVATION DIVISION 
P.O. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION ANO ACREAGE DEDICATION PLAT 
M Distances) must ba kom tm outer csxyetareM at tm taction 

cm 

upertur W J No 

MESA OPERATING LIMITED PARTNERSHIP FC STATE COM 
County UM 

K 
Secooe 

36 
Towsatip 

30 N 9 W NMFM San Juan 
focUpUctficaofWeU: 

1 4 0 5 feet from Ihe South 2720 
KoT 

West 
Ground level Ekv. 

5750 
Produca«l 

F r u i t l a n d Coal Basin F r u i t l a n d Coal 
Dtdtctlad Acreage: 
S/2 320 

Acres 
1. Outliae tht acreage dsoVeled lo the subject well by coiorad pesol or hsdaui marks os lbs plat below. 

2 If atossthaa oac least is dedicated lo fee well, outline seen and identify Ihe ownership SMreof (both as to working latersst aid royalty). 

t of til owners beea cossobdatad by < 1 If mora thaa one lease of Afferent cr*nsretup is dedicated lo tbe w«U, have dm i 
iiajlifilrii. fctse-pooeiag, etc? 

[ J Yet • No tfaaswu "yes" type of ocewjiidatiw Communitization 
If aaswer is "ao" list lac owners aad tract dcacnptions «4ucb bevt actually bees coaaobdated. (Use reverta atde of 
Daw form if • 
No allowable will be atagaed lo tha weO until all laurestt haw beta ronaniirtaiad (by < 
or uatil a aon-staadard unit, rlirantating encb interest, bas beea approved by the Division. 

, uaaUzaboe, farad-pooting. or otbarwiae) 

X) • + 

Amoco et a l MESA 

Fee 

MESA 

B-11479-21 B-11479-10 

MESA 

E-5315 

B-11479-20 

MESA 

+ 
B-11479-22 

Amoco et a l 

E-1641 

VI 

M Cosajaay 

tesa Operating Ltd Ptnrshp 

> 

o 

M 

OPERATOR CERTIFICATION 
/ ktrtbj Ctrtify mat ikt 

cneteiMd aarvie ts out and commltu is Om 
mat of my eseWaa/e and bttitf. 

R. E. Mathis 

Regulatory Agent 

Datt 
10/12/89 

SURVEYOR CERTIFICATION 

/ asresy ctrtify leal tht w»U loamuo* 
on thu plat mat plettad from /Sets' seta* tf 

my am or tndar ary 
aas seats • wm ami 

coma to Um mm of my knamitdte ami 

**** 10-5-89 

V 88°ZZ't*/ 90. 9Z c* 



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: 

ft1' m 

CASE NO. 9983 
ORDER NO. 

0 APPLICATION OF MESA OPERATING 
LIMITED PARTNERSHIP FOR COMPULSORY 
POOLING, SAN JUAN COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on July 11, 1990, at Santa Fe, New 
Mexico, before Examiner Michael E. Stogner. 

NOW, on this day of July, 1990, 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) At the time of the hearing, this case was consolidated with Case No. f f f j ? for 
the purpose of testimony. 

(3) The applicant, Mesa Operating Limited Partnership seeks an order pooling 
all mineral interests in the Basin-Fruitland Coal Gas PooL underlying the S/2 of Section 36, 
Township 30 North, Range 9 West, NMPM, San Juan County, New Mexico, * ssZ»S<* 

2 # ~ti.t*"' <f<t* SyOefc ' ~ S/>S*s* Y ' * ~ s * , r >* j£*>' S^-s cS^S'Pf / 

(V) Viiiri unit to br rirriii nli- il In ll iurine "F C "-fttntr Cnm Wj-Jl N"-7 ' ^ f f f H -
*alai£fauirigf3-ccat^ *- ' feel fiom ihe* 4inc And fu,t fium Un 

Unti fTlnit ) nf i.ii<i fiirrfrm if i , forming n 1?ff-HnrJ imfT'r1 ni IPIII, p̂n<iinc~anfl 
T^nrutjnrjTffltt far nnirl ponl 

(5) There are interest owners in the proposed proration unit who have not agreed 

J*,// ,y, /^{' fs*^ tf„ fa// st4. ? */ * sy*~^^ 



Case No. 9983 
Order No. R-_ 
Page No. 2 

to pool their interests. 

(6) To avoid the drilling of unnecessary wells, to protect correlative rights, to 
prevent waste and to afford to the owner of each interest in said unit the opportunity to 
recover or receive without unnecessary expense his just and fair share of the gas in said pool 
the subject application should be approved by pooling all mineral interests, whatever they 
may be, within said unit. 

(7) The applicant should be designated the operator of the subject well and unit. 

(8) Any non-consenting working interest owner should be afforded the opportunity 
to pay his share of estimated well costs to the operator in lieu of paying his share of 
reasonable well costs out of production. 

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

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

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

(12) $ 3$3/. ̂ per month while drilling and $ 32*? ^ per month while 
producing should be fixed as reasonable charges for supervision (combined fixed rates); the 
operator should be authorized to withhold from production the proportionate share of such 
supervision charges attributable to each non-consenting working interest, and in addition 
thereto, the operator should be authorized to withhold from production the proportionate 
share of actual expenditures required for operating the subject well, not in excess of what 
are reasonable, attributable to each non-consenting working interest. 

(13) All proceeds from production from the subject well which are not disbursed 
for any reason should be placed in escrow to be paid to the true owner thereof upon 
demand and proof of ownership. 
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(14) Upon the failure of the operator of said pooled unit to commence drilling of 
the well to which said unit is dedicated on or before d,6/<s/s: /99c> , the order pooling said 
unit should become null and void and of no further effect whatsoever. 

(15) Should all the parties to this force-pooling reach voluntary agreement 
subsequent to entry of this order, this order should thereafter be of no further effect. 

(16) The operator of the well and unit should notify the Director of the Division 
in writing of the subsequent voluntary agreement of all parties subject to the force-pooling 
provisions of this order. 

IT IS THEREFORE ORDERED THAT: 

(1) All mineral interests, whatever they may be/fn the Basin-Fruitland Coal Gas 
Pool, underlying the S/2 of Section 36, Township 30 North, Range 9 West, NMPM, San 
Juan County, New Mexico, are hereby pooled to form a 320-acre gas spacing and proration 
unit to be dedicated to t&^nruffng "F.C." State Com Well No. 7 IBTJBII.I.1 .= iW flunula y 

<-^^tn*>Jiiid-^ J-iast from tha _ linp (Unit - LtrrrGiHitiun 36. </« ^ at. 

PROVIDED HOWEVER THAT, the operator of said unit shall commence the 
drilling of said well on or before the /f£&sy of , 1990, and shall thereafter 
continue the drilling of said well with due diligence to a depth sufficient to test the Basin-
Fruitland Coal Gas Pool. 

PROVIDED FURTHER THAT, in the event said operator does not commence the 
drilling of said well on or before the day of ^ < ^ > , 1990, Decretory Paragraph No. 
(1) of this order shall be null and void and of no effect whatsoever, unless said operator 
obtains a time extension from the Division for good cause shown. 

PROVIDED FURTHER THAT, should said well not be drilled to completion, or 
abandonment, within 120 days after commencement thereof, said operator shall appear 
before the Division Director and show cause why Decretory Paragraph No. (1) of this order 
should not be rescinded. 

(2) Mesa Operating Limited Partnership is hereby designated the operator of the 
subject well and unit. 
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(3) After the effective date of this order and within 90 days prior to commencing 
said well, the operator shall furnish the Division and each known working interest owner in 
the subject unit an itemized schedule of estimated well costs. 

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

(5) The operator shall furnish the Division and each known working interest 
owner an itemized schedule of actual well costs within 90 days following completion of the 
well; if no objection to the actual well costs is received by the Division and the Division has 
not objected within 45 days following receipt of said schedule, the actual well costs shall be 
the reasonable well costs; provided however, if there is an objection to actual well costs 
within said 45-day period the Division will determine reasonable well costs after public 
notice and hearing. 

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

(7) The operator is hereby authorized to withhold the following costs and charges 
from production: 

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

(B) As a charge for the risk involved in the drilling 
of the well, /s6> percent of the pro rata share of 
reasonable well costs attributable to each non-
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consenting working interest owner who has not 
paid his share of estimated well costs within 30 
days from the date the schedule of estimated well 
costs is furnished to him. 

(8) The operator shall distribute said costs and charges withheld from production 
to the parties who advanced the well costs. 

(9) $ 3%2/ ~~per month while drilling and $ - per month while 
producing are hereby fixed as reasonable charges for supervision (combined fixed rates); the 
operator is hereby authorized to withhold from production the proportionate share of such 
supervision charges attributable to each non-consenting working interest, and in addition 
thereto, the operator is hereby authorized to withhold from production the proportionate 
share of actual expenditures required for operating such well, not in excess of what are 
reasonable, attributable to each non-consenting working interest. 

(10) Any unleased mineral interest shall be considered a seven-eighths (7/8) 
working interest and a one-eighth (1/8) royalty interest for the purpose of allocating costs 
and charges under the terms of this order. 

(11) Any well costs or charges which are to be paid out of production shall be 
withheld only from the working interest's share of production, and no costs or charges shall 
be withheld from production attributable to royalty interests. 

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

(13) Should all the parties to this force-pooling reach voluntary agreement 
subsequent to entry of this order, this order shall thereafter be of no further effect. 

(14) The operator of the subject well and unit shall notify the Director of the 
Division in writing of the subsequent voluntary agreement of all parties subject to the force-
pooling provisions of this order. 

(15) 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. 
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STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

S E A L 

WILLIAM J. LEMAY 
Director 


