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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 1.71%
Conoco, Inc. 1.72%
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April 6, 1990 MESH

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

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

Attention Michael Cuba
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 drill in 1990 to qualify for_thﬁ
Section 29 gas credit, it 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,

BEFORE EXAMINER STOGNER |
OIL CONSERVATION DiViSION
R
EXHBITNO._ 2
Mark W. Seale
Landman CASENO._G9%3 .
Enclosures

MESA LIMITED PARTNERSHIS
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April 6, 1990 MES

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.

Enciosed 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 drill in 1990 to qualify for the
Section 29 gas credit, it 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

MESA LIMITED PARTNERSHIFP
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OPERATING AGREEMENT

THIS AGREEMENT, e~ -red into by and between___ MESA OPERATING LIMITED PARTNERSHIP

hereinafter designated and
reterred to as ‘‘Operator ', and the signatory party or parues other than Operator. somenmes heremaiter referred to individually herein
as ‘‘Non-Operator'", and collecuvely as ‘‘Non-Operators .

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leases andior ol and gas interests in the land identified in
Exhibit ‘*A’", and the parties hereto have reached an agreement to explore and develop these leases and/or oil and gas interests for the
production of oil and gas to the extent and as hereinafter provided.

NOW, THEREFORE, it is agreed as follows:

ARTICLE 1.
DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribed to them:

A. The term ‘‘oil and gas’’ shall mean oil, gas, casinghead gas, gas condensate, and ail other liquid or gaseous hydrocarbons
and other marketable substances produced therewith, uniess an intent to limit the inclusiveness of this term is specifically stated.

B. The terms ‘‘oil and gas iease’’, “'lease’ and '‘leasehold’’ shall mean the oil and gas leases covering tracts of land
lying within the Contract Area which are owned by the parues to this agreement.

C. The term ‘‘oil and gas interests’’ shall mean unieased fee and mineral interests in tracts of land lying within the
Contract Area which are owned by parties to this agreement.

D. The term ‘‘Contract Area’’ shall mean all of the lands. oil and gas leasehoid interests and oil and gas interests intended to be
developed and operated for-0il and gas purposes under this agreement. Such lands, oil and gas ieasehoid interests and oil and gas interests
are described in Exhibit **A"’.

E. The term ‘‘drilling unit’’ shall mean the area fixed for the drilling of one weil by order or rule of any state or
federal body having authority. If a drilling unit is not fixed by any such rule or order,  drilling unit shall be the drilling unit as establish-
ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties.

F. The term ‘‘drillsite’’ shall mean the oil and gas iease or interest on which a proposed weli is to be located.

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
any operation conducted under the provisions of this agreement.

H. The terms ‘‘Non-Drilling Party’’ and ‘‘Non-Consenting Party'' shall mean a party who elects not to participate
in a proposed operation.

Unless the context otherwise clearly indicates, words used in the singular include the plural. the plural includes the
singular, and the neuter gender includes the masculine and the feminine.

ARTICLE II.
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
0 A. Exhibit *‘A"’, shall include the following informarion:
(1) Identification of lands subject to this agreement,
(2) Restrictions. i any, as to depths, formations, or substances,
(3) Percentages or fractional interests of parties to this agreement,
(4) Oil and gas leases and/or oil and gas interests subject to this agreement,
(5) Addresses of parties for notice purposes.
Exhibit *‘B"’, Form of Lease.
Exhibit ‘‘C"’, Accounting Procedure.
. Exhibit ‘‘D”", Insurance.
Exhibit ‘‘E’’, Gas Balancing Agreement.
Exhibit ‘‘F**, Non-Discrimination and Certification of Non-Segregated thues ==
. Exhibit *‘G'*, Tax Partnership.
If any provision of any exhibit, except Exhibits “‘E™ and ‘*G’’, is inconsistent with any provision contained in the body
of this agreement, the provisions in the body of this agreement shall prevail.

Q't‘ﬁ}

ONEANELD
OmMmmoOw



B e

+

o

69

A.A.PL FORM 610 - MC L FORM OPERATING AGREEMENT - 32

ARTICLE IV
continued

A Opten No. 2: Costs incurred by Operator 1n procuring abstracts and fees paid outside attornevs for utle examination
(including preymmnary. supplementai. shut-in gas royaity opinions and division order title opinions) shall be borne by the Drilling Parties
1n the proporuon that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Ex-
hibit **A’*. Operator shail make no charge for services rendered by its statf attorneys or other personnel 1n the pertormance of the above
funcuons.

Each party shall be responsible for securing curauve matter and pooling amendments or Jgreements required m connection
w1th leases or oti and gas interests conuibuted by such party. Operator shail be responsibie for the preparauon ana recording of pooiing
Jesignauons or declarauons as well as the conduct of hearings before governmental agencies tor the securing ot spacing ot pooling orders.
This shail not prevent anv party trom appearing on its own behaif at any such hearing.

No weil shall be drilled on the Contract Area unui after (1) the title to the drillsite or driiling unit has been examined as above
provided. and (2) the ttle has been approved by the examuning attorney or utle has been accepted by all of the parues who are to par-
ticipate 1n the drilling of the well.

.‘iu,

B. Loss of Title:

1. Failure of Tide: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss resuits in a
reduction of interest from that shown on Extubit "*A™". the party contribuung the affected lease or interest shall have ninety (90) days
irom final determunation of title faifure to acquire a new lease or other instrument curing the entrety of the utle failure. which acquisi-
tion wiil not be subject to Articie VIILB., and failing to do so, this agreement, nevertheless. shall contnue in force as to all remaining oil
and gas leases and interests: and,

(a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the enure loss and it shail not be
entitled to recover from Operator or the other parties any development or operating costs which it may have theretotore paid or incurred.
but there shall be no additional liability on its part to the other parties hereto by reason of such title failure:

b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has
been lost. but the interests of the parues shali be revised on an acreage basis, as of the time it is determined finaily that utle failure has oc-
curred. so that the interest of the party whase lease or interest s affected by the title failure will thereaiter be reduced in the Contract
Area by the amount of the interest lost:

«c) If the proporuonate interest of the other parties hereto in any producing well theretofore drilled on the Contract Area is
increased by reason of the title failure, the party whose title has failed shall recetve the proceeds attributable to the increase in such in-
terest (less costs and burdens attributable thereto) unul it has been reimbursed for unrecovered costs paid by it in connection with such
well;

(d) Shouid any person not a party to this agreement, who is determined to be the owner of any interest in the tide which has
failed. pay in any manner any part of the cost of operation, development, or equipment. such amount shall be paid to the party or parties
who bore the costs which are so refunded:

(e) Any liability to account to a third party for prior production of oil and gas which arises by reason of title failure shall be
borne by the party or parties whose uitle failed in the same proportions in which they shared in such prior production: and,

{f) No charge shall be made to the joint account for legai expenses. fees or salaries. in connection with the defense of the interest
claimed by any party hereto. it being the intention of the parties hereto that each shall defend title to its interest and bear ail expenses in
connection therewith.

2. Loss by Non-Pavment or Erroneous Pavment of Amount Due: If. through mistake or oversight, anv rental. shut-in well
payment. miniMum royaity or royaity payment. is not paid or is erroneously paid. and as a result a lease or interest therein terminates,
there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required
payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment.
which acquisition will not be subject to Artcie VIILB., the interests of the parties shail be revised on an acreage basis, effective as of the
date of termination of the lease invoived. and the party who failed to make proper payment will no ionger be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the
required payment shall not have been fuily reimbursed. at the time of the loss. from the proceeds of the sale of aii and gas attributable to
the lost interest. calculated on an acreage basis. for the deveiopment and operaung costs theretofore paid on account of such interest. it
shall be retmbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previousiy drilled
or weils previously abandoned) from so much of the following as is necessary to effect reimbursement:

(a) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost interest. on an acreage basis,
up to the amount of unrecovered costs;

(b) Proceeds. less operating expenses, thereafter accrued attributable to the lost interest on an acrcage basis. of that portion of
oil and gas thereaiter produced and marketed (excluding production from any wells thereaiter drilled) which. in the absence of such lease
termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs. the proceeds of said
portion of the oil and gas to be contributed by the other parties in proportion to their respective interests; and. -

{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
lost, for the privilege of participating in the Contract Ares or becoming a party to this agreement.

3. Other Losses: All losses incurred, other than those set forth in Articles [V.B.1. and [V.B.2. above. shall be joit losses
and shail be borne by all parues in proportion to their interests. There shail be no readjustment of interests in the remaining postion of
the Contract Area.
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ARTICLE V.
OPERATOR

A. Designation and Resvuasibilities of Operator:

MESA OPERATING LIMITED PARTNERSHIP ball be the

Operator ot the Contract Area. ana shail conduct and direct and have tuil controi of all operatons on the Contract Area as permtted and
required by, and within the limits ot this agreement. it shall conduct ail such operations in a 200d and workmantike manner. but it shail
have no liability as Operator to the other parues for losses sustained or liabilities incurred. except such as may resuit from gross
negligence or willful misconduct.

B. Resignation or Removai of Operator and Selection of Successor:

1. Resignation or Removai of Operator: Operator mav resign at any ume by giving written nouce thereof to Non-Operators.
1f Operator terminates 1ts legal gkiStence. no ionger owns an interest hereunder in the Contract Area. or 1s no longer capable of serving as
Operator. Operator shail be deemed to have resigned without any action by Non-Operators. except the selection of a successor. Operator
may be removed if it fails or retuses to carry out its duties hereunder, or becomes insolvent. bankrupt or is placed in receivership, by the
affirmauve vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit *‘A’’ remaining
dfter exciuding the voung interest ot Operator. Such resignation or removal shall not become effective unul 7:00 o’clock A.M. on the
first dav of the calendar month following the expirauion of ninety (90) days atter the giving of notice ot resignation by Operator or action
bv the Non-Operators to remove Operator, unless a successor Operator has been seiected and assumes the duties of Operator at an earlier
date. Operator. aiter effective date of resignation or removal. shall be bound by the terms hereof as 2 Non-Operator. A change of a cor-

porate name or structure of Operator or transter of Operator s interest to any single subsidiary, parent or successor corporation shall not
be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator. a successor Operator shall be selected by
the parues. The successor Operator shall be selected from the parties owning an interest i the Contract Area at the time such successor
Operator 1s selected. The successor Operator shall be selected by the affirmative vote of two 12) or more parties owning a majority interest
based on ownership as shown on Exhibit **A’": provided. however, if an Operator which has been removed fails to vote or votes only to
succeed itself. the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based
on ownership as shown on Exhibit "*A’™" remaming atter exciuding the voung interest of the Operator that was removed.

C. Employees:

The number of employees used by Operator 1n conducting operations hereunder. their selection. and the hours of labor and the
compensation for services performed shall be determined by Operator. and all such employees shall be the employees of Operator.

D. Drilling Contracts:

All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so
desires. Operator may employ its own tools and equipment in the drilling of wells. but its charges therefor shall not exceed the prevailing
rates 1n the area and the rate of such charges shall be agreed upon by the parues in writing before drilling operations are commenced. and

such work shall be pertormed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-
dependent contractors who are doing work of a similar nature.

ARTICLE VI.
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the. day of .19 . Operator shall commence the drilling of a well for
oil and gas at the following location:

1405' FSL and 2720' FWL
Township 30 North, Range 9 West
San Juan County NM

and shall thereafter conunue the drilling of the weil with due diligence to  a depth of 2560' to the Fruitland
Coal formation

unless granite or other practically impenetrable substance or condition in the hole, which renders further drilling impraceical, is en-
countered at a lesser depth, or uniess all parties agree to complete or abandon the well at a lesser depth.

Operator shall make reasonable tests of all formations encountered during driiling which give indication of containing oil and
gas in quantities sufficient to test. unless this agreement shall be limited in its application to a specific formation or formations, in which
event Operator shall be required to test only the formation or formations to which this agreement may apply.
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ARTICLE V1
continued

If. 1n Operator s judgment. the weil wiil not produce oi or gas in paying quanuues, and it wishes to piug and abandon the
weil as a ary hole. the provisions ot Article VI.E.1. shail thereatter appiy.

B. Subsequent Uperations:

.. Proposea Overauons: Should anv party hereto gesire to drill any weil on the Contract Area otner than the weil provided
-ar 1 Arucie VLA.. or to rework. deepen or piug back a drv nole drilled at the joint expense ot ail parues or a weil jointly owned by all
*he parties and not then producing i paying quanuues. the party desiring to drill. rework. deepen or plug back sucn a weil shall give the
-ther parues written nouce of the proposed operation. specitying the work to be pertormed. the location. proposeg depth. objective forma-
‘;on and the esumated cost of the operauon. The parties receiving such a nouce shall have thirty (30) davs atter recetpt of the nouce
a1thin which to noufy the party wishing to do the work whether they eiect 1o parucipate in the cost ot the proposed operanon. if a drill-
:ng f1g 15 on iocation. nouce of a proposal to rework. plug back or drill deeper may be given by telephone and the response pertod shall be
‘imated 1o torty-eignt (48) hours. exciusive of Saturday. Sunday and legal holidays. Fatlure ot a party recetving such nouce to reply within
*he pertod above fixed shail constituRe an eiecuon Dy that party not to parucipate in the cost of the proposed operauon. Any nouce or
response given bv telephone shall be promptiv confirmed in wring.

.

If all parues eiect to parucipate tn such a proposed operation. Operator shall. within ninety 190) days after expiration of the nouce
period of thirry (30) days (or as promptiy as possidle after the expiration of the forty-erght (48) hour period when a dniling nig is on loca-
u:0n. as the case may be), actuallv commence the proposed operaucn and complete it with due diligence at the risk and expense of ail par-
nes hereto: provided. however. said commencement date may be extended upon written notce of same by Operator to the other parties,
for a pertod of up to thirty (30) additional days i, in the soie opinton of Operator. such additional time is reasonably necessary to obtain
permits trom governmental authorities, surtace rights (inciuding rights-of-way) or appropnate dniling equipment. or to compiete title ex-
JMINAtion of curative matter required for title approval or acceptance. Notwithstanding the force majeure provisions ot Article X1, if the
actual operation nas not been commenced within the ame provided (including any extension thereot as specutically permitted heren) and
if anv party hereto stuil desires to conduct said operanon. written notice proposing same must be resubmitted to the other parues in accor-
dance with the provisions hereof as if no prior proposal had been made.

2. Operatons by Less than All Parues: if any party receiving such notice as provided in Arucle VIB.1. or VIL.D.1. (Option
No. 2) elects not to paracipate in the proposed operation. then. in order to be enttled to the benetits of this Arucle. the party or partes
giving the nouce and such other parues as shall elect to parucipate in the operation shall, within ninety (90) days atter the expiration of
the notice period of thirty (30) days (or as promptiy as possible after the expiration of the forty-eight (48) hour period when a drilling rig is
on location. as the case may be) actually commence the proposed operation and complete it with due diligence. Operator shall perform ail
work for the account of the Consenting Parties: provided. however. if no driiling rig or other equipment 1s on location. and if Operator is
a Non-Consenung Party. the Consenting Parties shall either: {a) request Operator to perform the work required bv such proposed opera-
uon for the account of the Consentng Parties. or (b) designate one (1) of the Consenting Parties as Operator to pertorm such work. Con-
senung Parties. when conducting operatons on the Contract Area pursuant to this Articie VI.B.2.. shall compiy with ail terms and con-
ditions ot this agreement.

If less than ail parties approve any proposed operation. the proposing party. immediatelv after the expiration of the applicable
notice pertod. shall advise the Consenting Parties of the total interest of the parties approving such operation and its recommendation as
to whether the Consenang Parties should proceed with the operation as propesed. Each Consenting Party. within forty-eight (48) hours
lexclusive of Saturday, Sunday and iegal holidays) after receipt of such notice, shail advise the proposing party of its desire to (a) limit par-
ticipation to such party s interest as shown on Exhibit **A™* or (b) carry its proportionate part of Non-Consenung Parties’ interests, and
failure to advise the proposing party shall be deemed an eiection under (a). In the event a drilling rig is on location. the time permutted for
such a response shall not exceed a total of forty-eight (48) hours tinclusive of Saturday. Sunday and legal holidavs). The proposing party,
at its election. may withdraw such proposal if there is insufficient participation and shall promptly nouty ail parties of such decision.

The enure cost and risk of conducting such operanons shall be borne by the Consenting Parties in the proportions they have
elected to bear same under the terms of the preceding paragrapn. Consenting Parties shail keep the leasehoid estates nvoivesin such
operauons free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties.
If such an operation resuits in a dry hole, the Consenung Parties shail plug and abandon the weli and restore the suriace location at their
sole cost, risk and expense. If any weil drilled. reworked, deepened or plugged back under the provisions of this Article resuits m a pro-
ducer ot oil and/or gas in paymng quantities. the Consenting Parties shall compiete and equip the well to produce at their sole coscarid risk.
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ARTICLE VI
continued
and the weil shall then be turned over to Operator and shall be operated by it at the expense and for the account of the Consentng Pac-
ties. Upon commencement ot operauons for the drilling. reworking, deepening or piugging dack of any such well bv Consenting Parties
in accordance with the provisions ot this Arucie. each Non-Consenung Party shail be deemed to have relinquished to Consenting Parties.
and the Consenung Parties <hail own and be enutled to recesve. 1n proportion to their respective interests. all of such Non-Consenung
Party’s interest in the well and share of producuon theretrom unui the proceeds af the saie of such share. caiculated at the weil. or
market value thereot if such share 1s not soid. (afrer deducting production taxes. excise taxes. rovaity, overnding royaity and other in-

rerests not excepted by Arucle [J1.D. pavabie out ot or measured by the producton trom such well accruing with respect to such interest
anui (e reverts) shall equai the totai of the following:

150
1) 388% of each such Non-Consenung Party s share of the cost of any newly acquired surface equipment beyond the weilhead
connections including. but not limited to. stock tanks. separators. treaters, pumping equipment and Piping), pius-k of each such

Non-Consenting Party 's share of the cost of operauon of the well commencing with first production and contnuing unui each such Non-
Consenung Party's reiinquished_interest shall revert to it under other provisions of this Arucle. it beng agreed that each Non-
Consenung Party s share of sucfitosts and equipment will be that interest which woulid have been chargeable to such Non-Consenung
Party had 1t parucipated in the well from the beginning of the operauons; and

by _300 % of that poruon of the costs and expenses of drilling. reworking. deepening. plugging back. tesung and completing,
atter deducting any cash contributions recetved under Articie VIIL.C., and _30Q_% of that portion of the cost ot newly acquired equip-
ment n the weil (t0 and including the weilhead connecuons), which wouid have been chargeable to such Non-Consenung Party if it had
parucipated therein.

An election not to parucipate in the driiling or the deepening of a well shall be deemed an election not to parucipate in any re-
working or plugging back operauon proposed in such a weil. or portion thereoi. to which the initial Non-Consent election applied that is
conducted at any time prior to full recovery by the Consenung Parties of the Non-Consenung Party’'s recoupment account. Any such
reworking or plugging back operauon conducted during the recoupment period shal% eemed parx of the cost of operation of said well
and there shail be added to the sums to be recouped by the Consenting Parties one hundred/percent %) of that poruon of the costs of
the reworking or piugging back operanion which wouid have been chargeable to such Non-Consenting Party had it parucipated therein. If

such a reworking or piugging back operauon is proposed during such recoupment period. the provisions of this Article VI.B. shail be ap-
plicable as between said Consenting Parties in said well.

During the period of time Consenung Parties are entitled to receive Non-Consenung Party's share of production. or the
proceeds therefrom. Consenung Parties shall be responsible for the payment of all production. severance. excise. gathering and other

taxes, and all royaity. overniding royaity and other burdens applicable to Non-Consenting Party s share of production not excepted by Ar-
ucle IL.D.

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

successful

Within sixty (G0) days after the/completion of any operation under this Article. the party conducting the operations for the
Consenung Parties shall furnish each Non-Consenung Party with an inventory of the equipment in and connected to the well, and an
iwemized statement of the cost of drilling. deepening. plugging back. testing, completing, and equipping the weii for production: or, at its
option.. the operatng party. in lieu of an itemized statement of such costs of operation. mav submit a detailed statement of monthiy bill-
ings. Each month thereafter. during the ume the Consenting Parties are being reimbursed as provided above, the party conducting the
operations for the Consenting Parues shall furnish the Non-Consenting Parties with an itemnized statement of all costs and liabilities in-
curred in the operation of the well, together with a staternent of the quantity of oil and gas produced from it and the amount of praceeds
realized from the sale of the weil's working interest production during the preceding month. In determining the quantity of oil and gas
produced during any month, Consenting Parties shall use industry accepted methods such as. but not limited to. metering oe periodic
well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any such operation
which would have been owned by a Non-Consenung Party had it partcipated therein shail be credited against the toral uareturned costs
of the work done and of the equipment purchased in determining when the interest of such Non-Consenung Party shall revert to it as
above provided: and if there 1s a credit balance. 1t shall be paid to such Non-Consenting Party.

PRt
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1f and when the Consenung Parties recover from a Non-Consenung Party's reiinquished interest the amounts provided for above,
the reiinquished interests of such Non-Consenting Party shail automaucaily revert to it. and. from and after such reversion. such Non-
Consennng Party shall own the same interest in such weil. the matenal and equipment 1n or pertamning thereto. and the production
therefrom as such Non-<Consenung Party wouid have been entitied to had it parucipated in the drilling, reworking, deepening or plugging
back of said weil. Thereafter, such Non-Consenung Party shail be charged with and shall pay 1ts proportionate part of the further costs of
the operation of said weil in accordance witih the terms of this agreement and the Accounung Procedure attached hereto.

Norwithstanding the provisians of this Article VI.B.2,, it is agreed that without the mutual consent of all parues. no weils shall
be compieted in or produced from a source of supply from which a weli located elsewhere on the Contract Area 1s producing, uniess such
well conforms to the then-exisung weil spacing partern tor such source of supply.

The provisions of this ArtiZE shall have no application whatsoever to the drilling of the iniual well described in Acticle VLA.
except (a) as to Article VIL.D.1. (Option No. 2), if selected. or (b) as to the reworking, deepening and plugging back of such initial well
after it has been drilled to the deptir specified in Article VI.A. if it shall thereatter prove to be a dry hole or. 1 initiaily compieted for pro-
duction, ceases to produce in paying quanuties.

3. Stand-By Time: When a weil which has been drilled or deepened has reached its authorized depth and all tests have been
completed. and the resuits thereof furnished to the parues. stand-by costs incurred pending response to a party's notice proposing a
reworking, deepening, plugging back or completing operaton in such 2 weil shall be charged and borne as part of the drilling or deepen-
ing operauon just completed. Stand-by costs subsequent to all parties responding, or exptraton of the response time permitted, whichever
first occurs. and prior to agreement as to the parucipaung nterests of all Consenting Parties pursuant to the terms of the second gram-
matcal paragraph of Article VI.B.2, shall be charged to and borne as part of the proposed operauon, but if the proposai is subsequently
withdrawn because of insufficient participation. such stand-by costs shall be allocated between the Consenung Parties in the proportion
each Consentng Party's interest as shown on Exhibit **A"" bears to the total interest as shown on Exhibit **A"" of all Consenung Par-
ties.

4. Sidetracking: Except as hereinafter provided. those provisions of this agreement applicabie to a “'deepening ' operation shall
also be applicable to any proposai to directionaily control and intentionaily deviate a well from verucal so as to change the bottom hole
location (herein called ‘‘sidetracking’’), uniess done to straighten the hole or to drill around junk in the hole or because of other
mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does not own an interest in the
affected weil bore at the ume of the notice shall. upon electing to participate. tender to the well bore owners 1ts proportionate share (equal
to its interest in the sidetracking operation) of the value of that portion of the existing well bore to be utilized as follows:

{a) If the propasal is for sidetracking an exisung dry hole, reimbursement shall be on the basis of the actual costs mcurred in
the iniual drilling of the weil down to the depth at which the sidetracking operauon is initiated.

{b) If the proposal is for sidetracking a weil which has previously produced. reimbursement shall be on the basis of the well’s
salvable materials and equipment down to the depth at which the sidetracking operation is initiated, determined in accordance with the
provisions of Exhibit *‘C™", less the estimated cost of salvaging and the esumated cost of plugging and abandoning.

In the event that nouce for a sidetracking operation is given while the driiling rig to be utilized is on location. the response period
shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays: provided, however. any party may request and
receive up 1o eight (8) additional days after expiration of the forty-eight (48) hours within which to respond by paying for ali stand-by time
incurred during such extended response period. If more than one party elects to take such additional time to respond to the notice, stand-
by costs shail be ailocated between the parties taking additional time to respond on 2 day-to-day basis in the proportion each electing par-
ty's interest as shown on Exhibit ‘‘A’" bears to the total interest as shown on Exhibit **A"" of all the electng parues. In ail other in-
stances the response period to a proposal for sidetracking shall be limited to thirty (30) days.

C. TAKING PRODUCTION IN KIND:

Each party shall take in kind or separately dispose of its proportonate share ot all oil and gas produced trom the Contract Area.
exclusive of production which may be used in deveiopment and producing operavons and in preparing and treaung ou and gas for
marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate disposition by any
party ot its proportionate share of the production shall be borne by such party. Anv party taking its share ot production in kind shall be
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required to pay for only its proportionate share of such part of Operator's surface facilities which it uses.

Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production from
the Contract Area. and, exce  as provided in Arucle VILB.. shall be enutied to receive payment directly from the purchaser thereot for
its share of all producton.

In the event any party shall fail to make the arrangements necessary o take in kind or separateiv dispase ot 1ts proportionate share of
the oil produced from tne Contract Area. Operator shall have the night, subect to the revocanion at wiil by the party ownimng it, but not
the obiigation. to purchase such oil or seil it to others at any ume and from ume to ume. for the account of the non-taking party at the
best price obtainable in the area tor such production. Any such purchase or sale by Operator shall be subject always to the right of the
owner of the production to exercise at any time its rnight to take in kind. or separately dispose of. its share of all oil not previously
delivered to a purchaser. Any purchase or sale by Operator of any other party's share of ol shall be oniy for such reasonable periods of
ume as are consistent with the munimum needs of the industry under the parucular circumstances. but in no event for 2 period in excess
of one (1) year.

In the event one or more p?r_ucs separate disposition of its share of the gas causes spiit-stream deliveries to separate pipeilines and/or
deliveries which on a day-today basts for any reason are not exactly equal to a party's respective proportionate share of total gas sales to
be ailocated to it, the balancing or accounting between the respective accounts of the parues shail be in accordance with any gas balancing
agreement between the parues hereto, whether such an agreement is attached as Exhibit "'E". or is a separate agreement.

D. Access to Contract Area and Information:

Each party shall have access to the Contract Area at all reasonable times. at its sole cost and risk to inspect or observe operations,
and shall have access at reasonable times to information pertaining to the development or operation thereof. including Operator's books
and records relating thereto. Operator, upon request, shall furnish each of the other parties with copies of all forms or reports filed with
governmental agencies, daily drilling reports. well logs, tank tables, daily gauge and run tickets and reports of stock on hand at the first of
each month. and shall make avaiiable sampies of any cores or cuttings taken from any weil drilled on the Contract Area. The cost of

gathering and furnishing informauon to Non-Operator. other than that specified above. shall be charged to the Non-Operator that re-
quests the informaton.

E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled or deepened pursuant to Article VI.B.2., any well which has been
drilled or deepened under the terms of this agreement and is proposed to be compieted as a dry hole shall not be plugged and abandoned
without the consent of all parties. Should Operator, after diligent effort, be unable to contact any party, or should any party fail to reply
within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after recetpt of notice of the proposal to plug and abandon
such well. such party shall be deemed to have consented to the proposed abandonment. All such wells shail be piugged and abandoned in
accordance with applicable reguiations and at the cost. risk and expense of the parties who participated in the cost of drilling or deepening
such well. Any party who objects to plugging and abandoning such weil shali-vewesive-mgiee~take over the weil and conduct further
operations in search of oil and/or gas subject to the provisions of Article VI.B.

2. Abandonment of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted
hereunder for which the Consenting Parties have not been fully reimbursed as heremn provided, any weil which has been completed as a
producer shail not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment. the well shall
be plugged and abandoned in accordance with applicabie regulations and at the cost, risk and expense of all the parues hereto. If. within
thirty (30) days after receipt of notice of the proposed abandonment of any well. all parties do not agree to the abandonment of such weil.
those wishing to conunue its operation from the intervai(s) of the formation(s) then open to production shall tender to each of the other
pardes its proportionate share of the value of the well's salvable material and equipment, determined in accordance with the provisions of
Exhibit *‘C™", less the estimated cost of saivaging and the estimated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning parues. without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and
material. all of its interest 1n the well and related equipment, together with its interest in the leasehold estate as 0. but oniy as to, the in-
terval or intervals of the formation or formations then open to production. If the interest of the abandoning party is or includes an ol and
gas interest, such party shall execute and deliver to the non-abandoning party or parties an oil and gas lease. limited to the intervai or in-
tervals of the formation or formations then open to production, for a term of one (1) year and so long thereafter as o1l and/or gas 1s pro-
duced from the interval or intervals of the formation or formations covered thereby, such lease to be on the form attached as Exhibit
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"*B"". The assignments or leases so limited shail encompass the **drilling umt ™ upon which the weil is located. The payments by, and the

assignments or ieases to. the assignees shall be in a ratio based upon the relauonship of their respective percentage of participation in the

Contract Area to the aggregate of the percentages of participation in the Contract Area of ali assignees. There shall be no readjustment ot
interests 1n the remaining portion of the Contract Area.

R BV

Therearter. abandoning parues shall have no turther responsibility. Lability. or interest 1n the operauon of or production from

:he weil 1n the intervai or intervals then open other than the rovaiues retained 1n anv tease made under the terms of this Arucle. Upon re-

* cuest. Operator snall continue to operate the assigned well for the account ot the non-apandoning parues at the rates and charges con-

‘empiated by this agreement. plus anv additionai cost and charges which mav arise as the resuit of the separate ownersiup of the assigned

:0 weil. Upon proposed abandonment ot the producing interval(s) assigned or leased. the assignor or iessor shall then have the option to

il repurchase its prior interest in the well (using the same valuation formuia) and parucipate 1n further operations therein subject to the pro-
12 visions hereot.

14 3. Abandonment of Non-Consent Operations: The provisions of Arucle VI.E.1. or VI.E.2. above shall be applicable as between
15 Consenung Parties in the event of the proposed abandonment of any well excepted from said Articies: provided. however. no weil shall be
16 permanentiy plugged and abandonalinless and unuil all parties having the right to conduct further operations therein have been notified

21 the proposed abandonment and atforded the opportunity to elect to take over the well in accordance with the provisions of this Article
18 V1E.

9 -

20 . ARTICLE VII.

21 EXPENDITURES AND LIABILITY OF PARTIES
A)

23 A, Liability of Parties:

25

The lability of the parties shall be several. not joint or collective. Each party shail be responsible only for its obligations. and
26 snall be liabie oniy for its proportionate share of the costs of deveioping and operaung the Contract Area. Accordingly, the liens granted
x among the parues in Article VILB. are given to secure only the debts of each severally. It is not the intention of the parues to create, nor

28 shall this agreement be construed as creating, a2 mining or other partnership or association. or to render the parties liable as ers.
o It is not the intention of the parties that this contract is made or intended for

w  Bherbenefit of e dBltfiird person.

Each Non-Operator grants to Operator a lien upon 1ts oil and gas rights in the Contract Area, and a security interest in its share
33 ot oil and/or gas when extracted and its interest in all equipment. to secure payment of its share of 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 Commercial Code of the
35 state, Operator shall be enutied to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
36 taining of judgment by Operator for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
37 nghts or security interest as security for the payment thereof. In addition. upon defauit by any Non-Operator 1n the payment of its share
38 of expense. Operator shall have the right, withourt prejudice to other rights or remedies. to collect from the purchaser the proceeds from
39 the sale of such Non-Operator s share of oil and/or gas until the amount owed by such Non-Operator. plus interest. has been paid. Each
40 purchaser shall be entitled to rely upon Operator's written statement concerning the amount of any default. Operator grants a like lien
41 and secunty interest to the Non-Operators to secure payment of Operator’'s proportionate share of expense.

43 lf any party fails or is unable to pay its share of expense within sixty (60) days after rendition of a statement therefor by
4+ Operator. the non-defaulting parties, including Operaror. shall. upon request by Operator. pay the unpaid amount in the proporuon that
43 the interest of each such party bears to the interest of all such parties. Each party so paving 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 specificaily provided. Operator shall promptiv pay and discharge expenses incurred in the development

51 and operation of the Contract Area pursuant to this agreement and shall charge each of the parues hereto with their respective propor-

52 tionate shares upon the expense basis provided in Exhibit "*C'". Operator shall keep an accurate record of the joint account hereunder,
33  showing expenses incurred and charges and credits made and received.

39 Operator. at its election, shail have the right from time to time to demand and receive from the other parties payment in advance

56 of their respectve shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding

57  month, which right may be exercised only by submission to each such party of an itemised-siaioment-ol-suchasiimatd-expenianiogothes
58  -auth-am nvoice for its share-thereoi. Each sucn statement and nvoice torthe payment mn advance ot estunated experse shali be submitted

59  on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of such estimase within

60 fifteen {15) days after such estimate and invoice is received. If any party fails to pay its share of s2id estimate within said time, the amount

61 due shall bear interest as provided in Exhibit '‘C"" unul paid. Proper adjustment shall be made monthly between advances and-sctusi 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:

66 1. Drill or Deepen: Without the consent of all parties. no weil shall be drilled or deepened. except any weil 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 oo

v
70 P
kel
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X Opuon No. 1. All necessarv expenditures tor the driiling or deepening, testing, compienne and equipping ot the well. including
necessary tankage anasor surtace taciites,

— Option No. 2. Al ne  sary expenditures tor the dniling or deepenmg and tesune ot the weil. When such well has reached its
suthorized depth. and ail tests have been compieted. and the resuits thereot turnisned to the parues. Operator shail give immediate nouce
-0 the Non-Operators who have tne right to parucipate 1n the compteuon costs. [he parues recetving sucn nouce shail have torty-ement

%) hours texciusive ot Saturdayv, dundav and iegai holidavs) in which to eiect to parucipate 1 the setung ot casing and the compieuon at-
tempt. Such elecuon. when made. snail inciude consent to ail necessarv expenaitures tor the compieting and equipping ot such weil. 1n-
iuding necessarv tankage and/or surtace faciiities. Failure ot any party recewving sucn notce to repiy within the period above tixed shall
.onsutute an election by that party not to parucipate 1n the cost of the compieuon attempt. if one or more. but less than ail of the parties.
vlect to set pipe and to attempt a compietion. the provisions ot Arucle VI.B.2. hereot ithe phrase "reworking. deepening or plugging
back'" as contamned in Articie VI[.B.2. shall be deemed to inciude "*completing ") shall appiy to the operations thereatter conducted by less
than ail parues.

2. Rework or Plug Back: Without the consent ot all parues. no weil shall be reworked or piugged back except a well reworked or
piugged back pursuant o the provisions ot Article VI.B.2. of this agreement. Consent to the reworking or plugging back of a well shall
include all necessary expenditures in conducung such operauons and compieung and equipping of said weil. inciuding necessary tankage
and/or surtace facilities.

3. Other Operations: Without the consent ot all parties. Operator shall not undertake any singie project reasonably estimated
10 require an expenditure mn excess of__1wenty-five thousand Dollars 13 29,000.00 )
except In connection with a weil. the dniling. reworking. deepening, compleung. recompleting, or plugging back of which has been
previousiv authorized by or pursuant to this agreement: provided. however, that. in case ot explosion. ure. tlood or other sudden
emergency, whether of the same or different nature. Operator may take such steps and incur such expenses as in its opinion are required
to deal with the emergency to safeguard life and property but Operator. as promptly as possible. shall report the emergency to the other
parnes. If Operator prepares an authority tor expenditure {AFE) for its own use, pfperator shali furnish anv Non-Operator so requesting
an nformation capv thereot tor any single project cosung tn excess ot Fifteen thousand
Dollars 3 15, : , but less than the amount tirst set torth above in this paragraph.

E. Rentals, Shut-in Well Payments and Minimum Rovyalties:

Rentals. shut-in weli payments and minimum rovalties which mav be required under the terms of any lease shall be paid by the
party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con-
tributed interests in the same lease to this agreement, such parties may designate one of such parties to make said payvments for and on
behalf of all such parties. Any party mayv request, and shall be enutled to recetve. proper evidence of all such pavments. In the event of
failure to make proper pavment ot any rental. shut-in weil payment or minimum rovalty through mistake or oversight where such pay-

ment is required to conunue the lease 1n force, any loss which results from such non-payment shall be borne in accordance with the pro-
visions of Article [V.B.2.

Operator shall nouty Non-Operator of the anticipated compietion of a shut-in gas well. or the shutting in or return to production
of a producing gas well. at least five 15) days texcluding Saturday. Sundayv and legal holidavs). or at the earitest opportunuty permitted by
circumstances. prior to taking such action. but assumes no liability for failure to do so. In the event of tailure bv Operator to so noufy
Non-Operator, the loss of any lease contributed hereto by Non-Operator tor failure to make timely payments of anv shut-in well payment
shall be borne jointly by the parues hereto under the provisions ot Article {V.B.3.

F. Taxes:

Beginning with the first calendar vear after the effective date hereot, Operator shall render for ad valorem taxation all property
subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they
become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as to burdens (to include. but not
be limited to, royalties. overriding royalties and production payments) on leases and oil and gas interests contributed by such Non-
Operator. If the assessed valuation of any leasehoid estate is reduced by reason of its being subject to outstanding excess rovaities, aver-
riding royaities or production payments. the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or
owners of such leasehold estate. and Operator shall adjust the charge 1o such owner or owners so as to reflect the benefit of such reduc-
tion. If the ad valorem 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. Operator shall hill the ather parties for their proportionate shares of all tax payments in
the manner provided in Exhibit *‘C"".

It Operator considers any tax assessment improper, Operator may. at its discretion. protest within the time and manner
prescribed by law. and prosecute the protest to a final determination, unless ali parues agree to abandan the protest prior to final deter-
mination. During the pendency of administrative or judicial proceedings. Operator may elect to pay. under protest. all such taxes and any
interest and penaity. When any such protested assessment shall have been finally determined. Operator shall pav the tax for the joint ac-

count. together with any interest and penaity accrued. and the total cost shall then be assessed against the parues. and be paid by them. as
provided in Exhibit **C"",

Each party shall pay or cause to be paid all production. severance, excise. gathering and other taxes imposed upon or with respect to
the producuon or handling of such party’s share of ol and/or gas produced under the terms of this agreement.
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G. lnsurance:

At ail times while operations are conducted hereunder. Operator shall compiy with the workmen's compensation law of
the state wiere the operatons are being conducted: provided. however. that Operator mav be a self-insurer for liability under said com-
pensation iaws n which event the only charge that shail be made to the joint account shall be as provided in Exhibit **C"". Operator shail
4iso carrv or provide insurance for the benetit of the joint account of the parties as outhined in Exhibit **D'". attached to and made a part
hereot. Operator shall require all contractors engaged in work on or for the Contract Area to compiy with the workmen s compensation
.aw ot the state where the operations are being conducted and to mamtamn such other mnsurance as Operator may reguire.

In the event automobtle public Liability nsurance 1s specified in said Exhibit **D"". or subsequently receives the approvai of the
parues. no direct charge shail be made by Operator tfor premiums paid for such insurance for Operator's automotive equipment.

ARTICLE VIIIL.
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

I

3

A. Surrender of Leases:

The leases covered by this agreement. insofar as they embrace acreage in the Contract Area. shall not be surrendered in whole
or in part unless ail parties consess thereto.

However. should any party desire to surrender its interest in anv lease or 1n any portion thereof. and the other parties do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in
such lease. or portion thereoi. and any weil. material and equipment which may be located thereon and any rights in production
thereafter secured. to the parties not consenung to such surrender. If the interest of the assigning party is or includes an oil and gas in-
terest, the assigning party shall execute and deliver to the party or parties not consenung to such surrender an oil and gas lease covering
such oil and gas interest for a term of one (1) year and so long thereafter as oil and/or gas 1s produced from the land covered thereby, such
lease to be on the form attached hereto as Exhibit **B’". Upon such assignment or iease, the assigning party shall be reiieved from ail
obligations thereafter accruing, but not theretofore accrued. with respect to the interest assigned or leased and the operation of any well
attributable thereto, and the assigming party shall have no further interest in the assigned or leased premises and its equipment and pro-
duction other than the royaities retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the
party assignor or lessor the reasonable salvage value of the latter s interest in any wells and equipment attributable to the assigned or leas-
ed acreage. The value of all material shall be determined in accordance with the provisions of Exhibit '*C"", less the estimated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or lease is in favor ot more than one party, the mnterest
shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parties.

Any assignment. lease or surrender made under this provision shall not reduce or change the assignor’s. lessor s or surrendering
party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area: and the acreage

assigned, leased or surrendered. and subsequent operations thereon. shall not thereafter be subject to the terms and provisions of this
agreement.

B. Renewal or Extension of Leases:

If any party secures a renewal of any o1l and gas lease subject to this agreement, all other parties shall be notified promptly, and
shall have the right for a period of thirty (30) days following receipt of such notice in which to elect to participate in the ownership of the
renewal lease. insofar as such lease affects iands within the Contract Area, by paying to the party who acquired it their severai proper pro-
portionate shares of the acquisition cost ailocated to that part of such lease within the Contract Area, which shall be in proportion to the
interests held at that time by the parties in the Contract Area.

If some, but less than ail. of the parties elect to participate in the purchase of a renewal lease. it shail be owned by the parties
who elect to participate therein. in a ratio based upon the relationship of their respective percentage of participation in the Contract Area
to the aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
Any renewal lease in which less than ali parties elect to participate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shail be given an assignment of its proportionate interest therein
by the acquiring party.

The provisions of this Article shall apply to renewal leases whether they ars for the sntire interest coverad by the expiring iease
or cover only a portion of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease. or taken or
contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision: but any lease takea-or con-

tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be subject 10
the provisions of this agreement.

The provisions in this Article shall also be applicable to extensions of oil and gas leases.

C. Acreage or Cash Contributions:

While this agreement is in force. if any party contracts for a contribution of cash towards the drilling of a well or any other
operation on the Contract Area. such contribution shall be paid to the party who conducted the drilling or other operation and shall be
applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage. the party to whom the con-
tribution 1s made shall prompdy tender an assignment of the acreage, without warranty of title. to the Drilling Parties in the preporsions

-11-
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ARTICLE VIl
continued
said Drilling Parties shared the cost of drilling the well. Such acreage shail become 2 separate Contract Area and. to the extent possibie, be
governed by provisions identical to this agreement. Each party shall promptiy nouiy ail other parties of any acreage or cash contributions
it may obtain in support of any well or any other operation on the Contract Area. The above provisions shall aiso be appiicabie to op-
tional rights to earn acreage o rside the Contract Area which are in support of a weil drilled inside the Contract Area.

if anv party contracts tor any considerauon reiaung to disposition of such party's share of substances produced hereunder. such
sonsiderauon shall not be deemed a contribution as contempiated in this Arncie VIILC.

D. Maintenance of Uniform Interest:

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by this agreement. no
party shall sell. encumber. transter or make other disposition of its interest in the leases embraced within the Contract Area and in wells.
equipment and production unless such disposition covers either:

1. the entire interest of the party in all leases and equipment and production: or

5

2. an equal undivided interest in ail leases and equipment and production in the Contract Area.

Every such sale, encumbranee, transter or other disposition made by any party shall be made expressly subject to this agreement
.nd shall be made without prejudice to the right of the other parties.

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
require such co-owners to appoint a single trustee or agent with full authority to receive notices. approve expenditures, recetve billings for
and approve and pay such party s share of the joint expenses. and to deal generaily with, and with power to bind. the co-owners of such
party s interest within the scope of the operations embraced in this agreement: however. ail such co-owners shall have the right to enter
into and execute all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the Contract
Area and they shall have the right to receive, separately, payment of the saie proceeds thereot.

E. Waiver of Rights to Partition:

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

[N N 1.
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Area, 1t shall promptly give written nouce to the other parues, with full informauon concerning its proposed sale, which.sheitfficlude the
name and address of the prospective purchaser (who must be ready, willing and able to purchase), thep TSE price. and all other terms
of the offer. The other parties shal then have an optional prior right, for a period gfsemet®T days atter receipt of the notice. to purchase
an the same terms and conditions the interest which the other pariypranGses to seil; and. if this optional right is exercised. the purchas-
ing parties shall share the purchased interest in_thaseroBSrtions that the interest of each bears to the total interest of all purchasing par-
ties. However. there shall be ng Pntial night to purchase in those cases where any party wishes to mortgage its interests, or to
dispose ‘ peeweS“BV merger, reorganization. consolidation. or sale of all or substantially aii of its assets to a subsidiary or parent com-

B ol i A P ORI R AR At i R R Rt Eaiibich coa oo o

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create. and shall not be construed to create, a relationship of partnership or an association
for protit between or among the parties hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several
and not joint or collective, or that this agreement and operations hereunder shall not constitute a partnership. if, for federai income tax
purposes. this agreement and the operations hereunder are regarded as a partnership. each party hereby affected elects to be excluded
from the application of all of the provisions of Subchapter **K"", Chapter 1. Subtitle **A™", of the Internal Revenue Code of 1954, as per-
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator is authorized and directed to ex-
ecute on behalf of each party hereby affected such evidence of this election as may be required by the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service, including specifically, but not by way of limitation, all of the returns. statements,
and the data required by Federal Regulations 1.76i. Shouid there be any requirement that each party hereby affected give further
evidence of this election. each such party shall execute such documents and furnish such other evidence as may be required-by the
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take dny other
acuon inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the-€ontract
Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter **'K**, Chipter 1,
Subtitie **A™". of the Internal Revenue Code of 1954, under which an election similar to that provided by Section 761 of the Codeis per-
mitted. each party hereby affected shali make such election as may be permitted or required by such laws. In making the foregoing elec-

tion, each such party states that the income derived by such party from operations hereunder can be adequately determined without the
computation of partnership taxable income. ’

oy
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settie any single uninsured third party damage claim or suit arising from operauons hereunder if the expenditure
Joes not exceed___1€N_Thousand and no/100-======- peiedeleedecbeited memmeemmeem—ee—cem—eeee=ollars
3 10,000.00 and if the payment is in complete settiement ot such claim or suit. If the amount required for settiement ex-
ceeds the above amount. the parues hereto shall assume and take over the further handling ot the ciaim or suit. uniess such authority s
dJelegatea to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
pense ot the parties parucipaung in the operauon from wiuch the claim or sutt arises. If a claim is made against anv party or if any party 18
sued on account of any matter arising from operauons hereunder over which such individual has no control because of the rights given
Operator by this agreement, such party shall immediateiy nouty all other parties, and the claim or suit shall be treated as any other claim
or suit involving operatons hereunder.

ARTICLE XI.
FORCE MAJEURE

30

If any party is rendered unable. whollv or in part. by force majeure to carry out its obligations under this agreement, other than
the obligation to make money payments. that party shall give to all other parties prompt written nouce of the force majeure with
reasonably full paruculars concerning 1t; thereupon, the obligations of the party giving the notice. 50 far as they are affected by the force
mayeure, shall be suspended during, but no longer than. the continuance of the force majeure. The affected party shall use ail rezsonable
diligence to remove the ftorce majeure situation as quickly as practcable.

The requirement that any force majeure shall be remedied with ail reasonable dispatch shall not require the settiement of strikes,
lockouts. or other labor difficulty by the party invoived, contrary to its wishes; how all such difficulties shall be handled shall be entirely
within the discretion ot the party concerned.

The term "“force maieure ". as here employed. shall mean an act of God. strike. lockout. or other industrial disturbance, act of
the public enemy. war, blockade, pubiic riot, lightning, fire. storm. flood. expiosion. governmentai action. governmental delay, restraint
or inacuon. unavailability of equipment. and any other cause. whether of the kind specifically enumerated above or otherwise, which is
not reasonabiy within the control of the party claiming suspension.

ARTICLE XII.
NOTICES

All notices authorized or required between the parties and required by any of the provisions of this agreement, unless otherwise
specifically provided. shall be given in writing by mail or telegram, postage or charges prepaid. or by telex or telecopier and addressed to
the parues to whom the notice is given at the addresses listed on Exhibit **A’’. The originating notice given under any provision hereof
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 notice in
response thereto shall run from the date the originating notice is recetved. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company, with postage or charges prepaid. or sent by telex or telecopier. Each party
shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other parties.

ARTICLE XIIL
TERM OF AGREEMENT

This agreement shall rematn in full force and effect as to the oii and gas leases and/or oil and gas interests subject hereto for the
period of time selected below: provided. however. no party hereto shall ever be construed as having any right, title or interest in or 10 any
lease or o1l and gas interest contributed by any other party beyond the term of this agreement.

Z Option No. 1. So long as any of the oil and gas leases subject to this agreement remain or are continued in force as to any part
ot the Contract Area, whether by production. extension. renewal or otherwise.

¥ Option No. 2: In the event the well described in Article VI.A.. or any subsequent well drilled under any provision of this
agreement. resuits in production of oil andior gas in paying quantities, this agreement shall continue in force so long as any such well or
wells produce, or are capable of production. and for an additional period of ﬂ_ days from cessation of all production: provided,
however. if. prior to the expiration of such additional period. one or more of the parties hereto are engaged in drilling, reworking, deepen-
ing, plugging back. testing or attempting to complete a well or weils hereunder. this agreement shall continue in force until such opera-
tions have been compieted and if production results therefrom, this agreement shall continue in force as provided herein. In the event the
well described in Article VI.A.. or any subsequent weil drilled hereunder. resuits in a dry hole. and no other well is producing, o?upable
of producing oti and/or gas from the Contract Area. this agreement shall terminate uniess drilling, deepening, plugging back or rework-
ing operations are commenced within __Z>~ ____ days from the date of abandonment of said well. )

It is agreed. however, that the termination of this agreement shall not relieve anv party hereto from anv liability which has
accrued or attached prior to the date of such termination.
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ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws. Regulations and Orders:

This agreement shail be supiect to the conservation iaws ot the state in wnich the Contract Area s iocated. to the vaid rules.
-cguiations. and orders of any duiy constituted reguiatorv pody ol said state: ana 1o ail other appucable tederai. state. and local laws. or-
Jinances. rules. reguiations. and orders.

B. Governing Law:

This agreement and all matters pertaining hereto. iciuding. but not iimited to. matters of performance. non-pertormance. breach.
remedies. procedures. rights, dutes and interpretation or construction. shail be governed and determined by the law of the state in which
-he Contract Area is iocated. If the Contract Area 1s in two or mare states. the law ot the state ot New Mexico
shall govern.

30

C. Reguiatory Agencies:

Nothing herein contamned shall grant. or e construed to grant. Operator the right or authority to waive or release anv rights,
rrivileges. or obligations which Non-Operators mav have under federal or state laws or under rules. reguiauons or orders promuigated
under such laws in reference to oil. gas and mineral operations. inciuding the location. operauon. or production ot wells. on tracts offset-
ung or adiacent to the Contract Area.

With respect to operauons hereunder. Non-Operators agree to release Operator from anv and all losses. damages, injuries. claims
and causes of acuon arising out of, incident to or resulting directiv or indirectiv trom Operator s interpretauon or application of rules.
rulings. reguiations or orders of the Department of Energy or predecessor or successor agencies to the extent such interpretation or ap-
piication was made in good faith. Each Non-Operator turther agrees to reimburse Operator for anv amounts appiicable to such Non-
Operator s share ot production that Operator mav be required to retund. rebate or pay as a resuit of such an incorrect interpretation or
application. together with interest and penaittes thereon owing by Operator as a result of such incorrect interpretation or application.

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
ot any crude oil sold hereunder or to any other person or entity pursuant to the requirements of the **Crude Ol Windfail Profit Tax Act
of 1980, as same may be amended from time to nume (**Act’"), and any valid regulations or rules which may ve 1ssued bv the Treasury
Department trom ume to time pursuant to said Act. Each party hereto agrees to furnish any and all certitications or other information
which is required to be furmished bv said Act in a2 umelv manner and in sufficient detail to permit compliance with said Act.

ARTICLE XV.
OTHER PROVISIONS

-14-
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ARTICLE XV1.
MISCELLANEOQOUS

This agreement shail be ~mding upon ana shall inure to the benenit of the parues nereto ana to their respecuve hews. devisees.
legal representauves, SUCCESSOrs ana assigns.

This insrument mav e executeg i aNV NUMOeEr Of COUNTErparts. eacn Ol WNICA snail be considered an on&na of all purposes.

IN WITNESS WHEREOF. this agreement snail be ettecave asof __12Lh  javor _March 19__ %0

OPERATOR

MESA OPERATING LIMITED PARTNERSHIP
By: P1ckens Oper ng Co., General Partner

g

R1chard W. Petme _’j
Manager-Land & Acquisitions

g

NON-OPERATORS

AMOCO PRODUCTION COMPANY

By: -

CONOCO, INC.

By:

FINA OIL AND CHEMICAL COMPANY

Thomas M. Wadswort w

Attorney-in-Fact -
AMERICAN ROYALTY PRODUCING COMPANY

By:

FC State Com #7 -

l"
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ARTICLE XVI.
MISCELLANEOUS

This agreement snail be binding upon ana shail inure to the benetit of the parties nereto and to thewr respecuve neirs. devisees.
iegal representauves. SUCCESSOrS and assigns.

This Nsgument mav De execureq in anv NuUMber Of COUNTErDarts. each of Wmcn snail be consigerea 2n onanai tor ail purposes.

IN WITNESS WHEREQF. this agreement shail be etiecuve as ot dav ot 19

OPERATOR

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

1

By:
Richard W. Petrie
Manager-Land & Acquisitions

2

NON-OPERATORS

AMOCO PRODUCTION COMPANY

By: -

CONOCo, INC.

By:

FINA OIL & CHEMICAL COMPANY

By:

AMERICAN ROYALTY PRODUCING COMPANY

-15-



EXHIBIT "A"

Attached to and mace a part of that certain Operating Agreement dated
March 15, 1990, by and between Mesa Operating Limited Partnersnin_as Operator
ana Amoco Production Company, Conoco, Inc. and Fina Q0il & Chemical Company
as Non-Operators.

(1) Identification of lands subject to agreement:
Township 30 North, Range 9 West

Section 36: S/2 ‘
San Juan County, New Mexico

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

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

Mesa Operating Limited Partnership 83.60%
Amoco Production Company 7.71%
Conoco, Inc. - 7.72%
Fina 0i1 & Chemical Company .97%

(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.
Bax 460
Hobbs NM 88240

Fina Qi1 & Chemical Company

P. 0. Box 2990
Midland TX 79702

Revised 5/17/90
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EXHIBIT w C o»

Attached to and made a partof _that certain Operating Aqreement dated March 15, 1990
by and between Mesa Operating Limited Partnership, as Operator, and

Amoco Production Company, Conoco, Inc., Fina 0il & Chemical Company, American
Rovalty Producing Company , as Non-Operators.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

= I. GENERAL PROVISIONS

ﬂ.'r [

1. Definitions

-

“Joint Property” shall mean théreal and personai 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 empioyees 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 travei 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 is <0 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 wiil 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 deseribed 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 pa.?{ment is_not made
»Eith' su.ﬁh time, the unpaid balance shall bear interest monthly at the prime rate in effect at _| €XaS_Commerce
ank, roustaon, lexas on 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.

1. Adjustments

Payment of any such bilis 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 shail 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 shali not prevent adjustments resuiting from a physical inventory of Contrc.lable
Materiai as provided for in Section V.

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators. shall have the right o audit Opera-
tor's accounts and reccr.s relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar vear: 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
[. 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 resuit 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 vear 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.

5. Audits

B.  The Operator shalil 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 agréement of the Parties or Non-Operators is expressiy 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 controliing on all Non-Operators.

i

I1. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:
1. Ecological and Environmentai

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 controi procedures as required by applicable laws and reguliations.

2. Rentals and Royalties

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

3. Laber

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 II. 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 II. 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 II.

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

4. Employee Benefits

Operator's current costs of established plans for employees’ group life insurance. hospitalization. pension. retirement. stock
purchase. thrift. bonus, and other bemefit Ptans of a like nature, appiicabie to Operator’s iabor cost chargeabie to the Joini
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. Material

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 economicai operations. The accumulation of surpius stocks shall be avoided.

6. Transportation

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

A If Mater.ial 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 normaily available or railway receiving point nearest the Joint Property unless agreed to by the Parties.

-2-
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B. If surpius 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 suppiy store where like material is normaliy
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.

. In the appiication of subparagraphs A and B above. the option to equalize or charge actual trucking cost is available
when the actuai charge is 3400 or less exciuding accessoriai charges: T{he $400 wili be agjusted to the amount most
recently recommended by the Council of Petroieum Accountants Societies.

Services

The cost of contract services. equipment and utilities provided by outside sources. except services excluded by Paragraph
10 of Section II and Paragraph i. ii. and iii. of Section III. The cost of professionai 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 consultant services or contract services of technical personnel not directly engaged on the Joint
Property shail not be charged %o the Joint Account unless previousiy agreed to by the Parties.

Equipment and Facilities F ut_'_nished 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.
ir%surz}nce. Laxes, depreciati(iré and interest on gross investment less accumulated depreciation not to exceed

welve

percent (__t< %) per annum. Such rates shall not exceed average commercial rates currently pre-

vailing in the immeadiate 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.

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
incurread by fire. flood. storm. theft. accident. or other cause. except those resulting {from Uperator’s gross negligznce 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.

Legal Expense

Costs and expense of handling, investigating and settling litigation or claims, discharging of liens, payment
of judgments and amounts paid for settiement 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 in con-
nection with hearings and other matters before governmental bodies and agencies and costs and expenses in-

curred in examining and curing title, except that no charge for services of Operator's legal staff shall be
made.

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 vaiuations 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.

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 laws., Operator may, at its election. include the risk under its seif-
insurance program and in that event, Operator shall inciude a charge at Operator’s cost not to exceed manual rates.

Abandonment and Reclamation

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

Communications

Cost of acguiring, leasing, instailing, operating, repairing and maintaining communication systems. inciuding 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 3 of this Section 11.

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III 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 Pr-ducing 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 1A. or
() Percentage Basis. Paragrapn 1B

Unless otherwise agreed to by the Parties, such charge shail be in lieu of costs and expenses of all offices and salaries
or wages pius appiicable burdens and expenses of all personnel. except those directly chargeable under Paragraph
3A, Section 11. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or invoiving governmental agencies shall be considered as inciuded in the overhead rates
provided for in the above seiected Paragraph of this Section III unless such cost and expense are agreed to by the
Parties as a direct charge to ﬁthe Joint Account.

"See Schedule I Attached hereto and made a part hereof

il. The salaries. wages and Pérsonal Expenses of Technical Empioyees and/or the cost of professional consuitant services
and contract services of technical personnel directly employed on the Joint Property:

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

iii. The salaries. wages and Personal Expenses of Technical Employees and/or costs of professional consuitant services
and contract services of technical personnel either temporarily or permanentiy assigned to and directly empioyed 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 shall charge the Joint Account at the following rates per weil per month:

Drilling Well Rate § _3831
(Prorated for less than a full month)

Producing Well Rate § 382

(2) Application of Overhead - Fixed Rate Basis shail be as follows:
(a) Drilling Well Rate

(1) Charges for drilling wells shall begin on the date the weii is spudded and terminate on the date the drill-
ing rig. completion rig. or other units used in compietion 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 recompietion for a period of five (5) consecutive
work days or more shall 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-compieted well in which production is not commingied down hole shall

be considered as a one-welil charge providing each completion is considered a separate weli by the govern-
ing regulatory authority.

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shail

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 made for the month in which p!u,,'",_.'ing:"d abandonment operations are com-
pleted on any weil. This one-weii charge snaii be made whether or not the weii has produced except when
drilling weil rate appiies.

(5) All other inactive wells (including but not limited to inactive weills 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 multipiying the rate cur-
rently in use by the percentage increase or decrease in the average weekiy earnings of Crude Petroieum 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 shail be the rates currently in use. pius or minus the computed ad-
justment.

B. Overhead - Percentage Basis

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

Percent ( %) of the cost of development of the Joint Property exciusive of costs provided
under Paragraph 10 of Section II and all saivage credits.

(b) Operating

Percent ( %) of the cost of operating the Joint Property exciusive of costs provided under
Paragrapis 2 and 10 of Section II. all salvage credits. the vaiue of injected substances purchased for secondary

recovery and ail taxes and assessments which are ievied, assessed and paid upon the minerai 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 1B of this Section [II, development
shall include ail costs in connection with driiling, redrilling, deepening, or any remedial operations on any or all
wells involving the usegf driliing rig and crew capabie of drilling to the producing intervai on the Joint Prop-
erty: aiso. 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 instailation 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 shalil be considered as operating.

a

Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and instailation of f{ixed assets. the expansion of
fixed assets. and any other project cleariy 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 shgg c6\ he Joint
Account for overhead based on the following rates for any Major Construction project in excess of 3 :

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

B. 3—_ % of costs in excess of $100.000 but less than $1.000.000. plus
C. _2—_._ % 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 welis and artificial lift equipment shall be
excluded.

Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resuiting from a single occurrence due
to oil spill. blowout. expiocsion, 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

shall either negotiate a rate prior to charging the Joint Account or shaill charge the Joint Account for overhead based on
the following rates:

A. 5__ % 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 LI shall appiy.

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. OQperator
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 surpius 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 shail 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. [n case of Material found to be defective or returned
to vendor for any other reasons, credit shall be passed to the Joint Account when
adjustment has been rece1ved 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 Qperator, 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" 0D and larger, except line pipe shall be
rriced at the current-warket price based-on the average mouth1y>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 0il1 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 011 Field Haulers Association's published
interstate 30,000 pound truck rate from the nearest reliable supply
store to the Joint Property which handies 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 0il1 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 0D) shall be priced at
the actual cost of that material plus transportation cost to be
calculated by using the 0il1 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 0D 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.(1)(a) as
provided above.



(b) Line p.pe movements (except size 24 inch 0D and larger with walls
3/4 inch and over) less than 30,000 pounds shail be priced under

provisions of tubular goods pricing in Paragraph A.(1)(a) as
provided above.

(c) Line pipe 24 inch 0D and over and 3/4 inch wall and larger shall be
priced under provisions of tubular goods pricing in Paragraph
A.(1)(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 Qil 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).

Good Used Material (Condition B)

Material in sound and serviceable condition and suitable for reuse without
reconditioning:—

(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 was 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.

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 D

Material, excluding junk, nc longer suitable for its griginal 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.



il

{b) Casi-1, tubing ar drill pipe used as hi i i
1, ¢ ' gher pressure servic
than stanQafd line pipe, e.q. power oil lines, shall be pricez J;g:i
normal pricing procedures for casing, tubing, or drill pipe Upset
tubular goods shall be priced on a non upset basis. )

(3) Condition E

Junk shall be priced at prevailing prices 0 i

. . . perator may dis
and1tion 'E Material under procedure normally utilized yby Jﬁiﬁitgi
without prior approval of Non-Operators.

D. Obsolete Materiagg

Material which is serviceable and usable for its oriqi

ria , _ ginal functi
condition and/or value of such Material is not equivalent to that whic:nwosll‘:
justify a price as provided above may be specially priced as agreed to by the

Parties. Such price should result in the Joint Account bei i
value of the service rendered by such Material. 19 charged with the

E. Pricing Conditions

(1) Loading or unloading costs may be charged to the Joint Acc
rate of twenty-five cents (25¢) per hundred weight on all tdﬁg?:ra;oggg
movements, in lieu of actual loading or unloading costs sustained at the
sto;k1ng point. The above rate shall be adjusted as of the first day of
April each year following January 1, 1985 by the same percentage increase
or decrease used to adjust overhead rates in Section III, Paragraph
1.A(3). Each year, the rate calculated shall be rounded to the nearest
;::: anguczharlal ebehtt]ts ;ate in effect until the first day of April next
. te shall be published each ye C it of i
Aecountancy oce shall ] ch year by the Councit of Petroieum

(2) Material involving erection costs shall b
' e charged at a
percentage of the current knocked-down price of new Ma%erial. Ppiicable

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 adi
ustm
by Operator from the manufacturers or their agents. justment has been received

V. INVENTORIES
The Operator shall maintain detailed records of Controilable Material.
1. Periodic Inventories, Notice and Representation
At reasonable intervals. inventories shall be taken by Operator of the Joint Account Controliable Material. Written notice
of intention to take inventory shall be given by Operator at least 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.

o

Reconciliation and Adjustment of Inventories

Adjustments to the Joint Account resulting from tha resnneciliation of a phyaical inventory shall be made within six
months following the taking of the inventory. Inventory adjustments snaii be made by Operator to the Jjoint Account for
overages and shortages, but. Operator shall be held accountabie 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 seiling 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. [n 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 , 1990

bv and between Mesa Operating Limited Partnership , as Operator, and Amoco
Production Company, Conoco, ILnc., Fina 0il & Chemical Company, American Royalty Producing
Company as Non-Operators.

The Combined Fixed Rates, as heretofore provided under Section [II,
Paragrapn A. of the COPAS Accounting Procedure to which this schedule is
attached, shall be in iieu of ail charges to the Joint Account for the indirect
costs and expenses incurred by Operator in providing the joint opgrat19n§ with
the producing and development functions and services nhereinafter 1dent1f1ed'as
Compensation for Administrative, Supervision, Office Services and Warehousing
costs.

The following refdects a representative abridged listing of the functions
and/or services which shdlt be considered as included in the Operator's District
Expense and Warehousing, and shouild 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 contract services performed by third parties.

Salaries, Benefits and Related Costs of Field, Area and/or District:
Managers and/or Superintendents
Foreman - Superintendent
Orilling - (Except when permitted as a direct charge under
Para. 1.ii, Sec. III)
Production - (Except when permitted as a direct charge under
Para. 1.ii, Sec. III)
Construction - (Except when permitted as a direct charge under
Para. l.ii, Sec. III)
Production Engineers - (Except when permitted as a direct charge
under Para. l.ii, Sec. [II)
Production Geologists - (Except when permitted as a direct charge
ander Para. 1.ii, Sec. [II)
Other Technical Employees - (Except when permitted as a direct

charge under Para. 1.ii, Sec. III)
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
Reguiatory 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 general
District Use.

Rentals

Ren?a]s paid for buildings, office and storage space used by
District employees.

Rentals paid in connection with sites for District production

officgs, camps, warehouses and other facilities used specifically
for District purposes.
Ad Valorem Taxes

ques 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 1iability insurance; when such insurance
is applicable to District.

The following r-<lects a representative abridged listing of the functions
and/or services which snall be considered as inciuded in the Operator’s Adminis-
trative Overhead, and shouid serve as a guide for similar functions intended to
be coverea by the combinea Fixed Rates even though some of the functions may be
contract services performea 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

e Para. 1.ii, Sec. III)

Reservoir Analysis and Engineering

Petroleum. Eng1neers - (Except when perm1tted as a direct charge
under Para. 1.ii, Sec. III)

Negot1at1on 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-dotnt Interast Dilling
Preparation of Royaity 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 District Office Safgty Equipment

First Aid Supplies

Physical and Medical Examinations - Cost of pre-employment and
medical examinations of personnel to be employed in the dis-

yrictz 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 0il show, API meet1ngs,
and company training schools, etc., which are for the primary



benefit of the Operator shall be borne solely by the Operator.

Moving Expenses - Costs of moving and transfer of district
empioyees including relocation expenses such as reai 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 porne soiely by
the Operator.

Membersnips, dues and Subscriptions for Field, Area and/or District
Personnel.

Depreciation on Operator's wholly-owned Field, Area, and/or
District production orfices, eguipment, buildings, camps, roads,
fences, canals, docks, marine terminais, and slips etc., used for
District puarposes.

Repair and Maintenance on Operator's wholly-owned Field, Area,
and/or District production offices, equipment, buildings, camps,
roads, fenees, canais, docks, marine terminals, and slips, etc.

including the cost of small tools and suppiies 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. 1l.i1, Sec., III)
General Research
Geophysicists

General Purchasing Administration

Industrial and Public Relation Administration
Empioyee Relation Counselor
Safety Engineer
[ndustrial Nurse and/or Doctar
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 0i1 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



EXHIBIT "D

sttached 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 0il & Chemical Company,
American Rovalty Producing Company , as Non-Operators.

I. Operator shail 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.

[I. 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 Liabitity 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.

[1I. 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
I1 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 failing party. Such
expense shall be a Joint Account expense if not paid by the failing 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.



MKT18 - Revised 3/28/89

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 share 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 Ownersnip 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 attributabie to its Fercentage Owner-
ship, shall be deemed to be recovering volumes of gas offsetting
prior over preduction by the Over-produced Party on a last-in,
first-out basts: (Last over-production volume is offset by First
Makeup voiume).

(3) Each party's Egs 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 contempiated 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 Tiquefiable 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 1lesser of: (1) the
Under-producad Party's conteact price iT contracted for or {2} the amount
actually received, (including processed 1iquid 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 simultaneousiy 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 actuaily 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. A1l 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 soid. 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 royaities, production payments and similar interests.

-2-
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7.

10.

11.

12.

The operating expenses are to be borne as provided in the Operating
Agreement, regardiess of whether all parties are selling or using gas or
whether the sales and use of each are in proportion to Percentage (wner-
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 2 reason-
ably prudent Operator in the same or similar circumstances.

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

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

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.

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.

This Agreement may be signed in counterpart and each counterpart when
taken with all other counterparts shail 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.

WITNESSES: By:

OPERATOR:
MESA OPERATING LIMITED PARTNERSHIP

By:Pickens QOperating Co.
General Partner

.CTﬁude B. Jenkins
Vice President Marketing

Date:

_ NON-OPERATORS:
NAME

WITNESSES:

By:
Date:

NAME

WITNESSES: By:

Date:




.ctached to and maae a part of that certaln uperating agreement daced

March 15 , 1990 by ana becween ‘lag3 Uperarning Limited
Jarcnership , a3 Operaror, and Amoco Production Company, Conoco, Inc.,
Fina 0il & Chemical Company, American Reyalty Producing Company, as wun-uvperators
EXHIBIT "F"

CONTRACTOR'S CERTIFICATION FOR
MESA OPERATING LIMITED PARTNERSHIP

“. ZJUAL EMPLOYMENT OPPORTUNITY

{t 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
jgreement ana purchase order presentiy existing or which may be entered inte
nereafter, between Contractor and Mesa (Qperating Limited Partnership.

1. Contractor will not discriminate against any empioyee or
applicant for emptoyment because of race, color, religion,
sex or national origin. Contractor will take affirmative
action to ensure that appiicants are employed, and that
empioyees are treated during employment, without regard to
their race, coior, reiigion, sex or national origin. Such
action shall inciude, but not be limited to the following:
Empioyment, 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
appiicants 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
empioyees placed by or on behaif of Contractor, state that
all _quatified .apnlicants will! -eceive coacidaration for
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 shail post copies of the notice
in conspicuous places available to employees and appiicants
for empioyment.

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 Qrder 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 faor purposes
of investigation to ascertain compliance with such ruies,
regulations, and orders.

6. In the event of Contractor's non-compiiance 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
ADNSERR P %45 YSRENY o 1 PAAR SRAMRANLNY o PER0 Bhiae b AP LS

Secretary nf Labor, or as otherwise pravided by ]aw.

7. Cantractor will {ncluda ths pravisions of Paragraphs
through (7) in every subcontract or purchase or?ierpunlgl



exempted by rules, reguiations, 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 ¢t .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 inciuding
sanctions for noncompiiance; provided, however, that in the
event Contractor becomes invoived in, or is threatened with
lTitigation 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 OBPDRTUNITY REPORTING

Contractor agrees to file with the appropriate federal agency a compiete
and accurate report on- Standard Form 100(EEQ-1) within 30 days after the
signing of this agreememt 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

requiations of the Secretary of Labor promuigated under Executive Order No.
11246, as amended. (41 CFR 60-1.40).

0. CERTIFICATION OF NONSEGREGATED FACILITIES

Contractor, Dy entering into this contract, certities that 1t -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 jts 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 vioiation 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 subcontractors nave supmitted identicai
certifications for specific time periods):

NOTICE TO PROSPECTIVE SUBCONTRACTORS
OF REQUIREMENT FOR CERTIFICATIONS
OF NONSEGREGATED FACILITIES

A Certification of Nonsegregated Facilities, as reguired 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).

-2-



E.  EMPLOYMENT OF VETERANS

L.

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 Requiations is hereby incorporated
nerein by reference. (This clause is applicable to all
contracts or purchase orders for $10,000 or more.)

Contractor agrees further to place the above provisions in
any subcontract nonexempt under the rules and reguiations

promuligated 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 Federail
Requiations 1is hereby incorporated herein by reference.

(This clause s applicable to all contracts or purchase
orders for $2,500 or more.)

Contractor agrees further to place the above provision in
any subcontract nonexempt under the rules and requlations

promuigated by the Secretary under the Rehabilitation Act
of 1973.



AFE/COST ESTIMATE

San Juan Division AFE #
Co.JDiv./Subsid./Dept.
D#
Code Generai Account #
Exploratory _______ Develcoment __%

: FC State Com 7

. WELL NAME. AND LOCATION € _LO -
405" FSL & 2720" FWL, Section 36, T30N, R9W, San Juan Co., New Mexico
nipTION OrilT and compiete a 2560' Fruitland Coal Well.

i Ory Hole Compleson Produten
jos ITEM DESCRIPTION Cost Comt Ower
| ORILLING & | (A) FOOTAGE 2560 Foas 12.60 /FL 1S 32,200 $ $ 32,200
COMPLETION ("(5) DAY WORK i /@  Days At $ 3600/12000ay 1| 1,800 9,600 11.400
| (C) MIRU - ROMO
| COMPANY LABOR & SUPERVISOR 1,000 1,000 2,000
| ENGINEERING CONSULTANTS 8/10 DaysAtS 400 /Osy 3,200 4,000 1.200
| GEOLOGICAL CONSULTANTS X, Daysats /Day
| CONTRACT SERVICES & LABOR 1,000 3,000 4,000
i LOCATION. ROADS, SURVEYS. DAMAGES 15,000 5,000 ' 20,000
| FUEL, LUBE. POWER
| BITS, HOLE OPENERS. REAMERS, STABILIZERS 600 600
MUD. CHEMICALS. SERVICES & EQUIP. (A) MUD, CHEM.. OIL 3.800 1,800
(B) WATER 1.000 1.000
| MUD LOGGING SERVICES
| LOGGING & PERFORATING 8,000 8.000 16.000
FORMATION TEST & RELATED EQUIPMENT & SERVICES -
WELL STIMULATION SERVICES 160,000 160.000
CORING & RELATED SERVICES
CEMENTING SERVICES & ACCESSORIES 3.000 9,000 12,000
RENTAL EQUIPMENT & TOOLS 500 2,500 3.000
HAULING & FREIGHT : 200 1.400 1,600
CATERING & OTHER Days At $ /1Day
MOBILIZATION - INSTALLATION (DRILLING PLATFORMS)
DEMOBILIZATION - DISMANTUING & SALVAGE (DRILLING PLATFORMS)
SUPPLYBOATS. CREWBOATS. BARGES. TUGS
SHOREBASE. OFFICE. DOCK FEE & CRANES
AIRCRAFT RENTALS—HELICOPTERS, FIXED WING
DIVERS AND RELATED EQUIPMENT k
MISCELLANEOUS 3,500 10,300 13,800
| OVERHEAD Days At § /Day 1,000 1,500 2,500
| Total intangibie Costs $ 74,200 $216,900 $ 291,100
| COMPANY LABOR & SUPERVISION s $ S
| OUTSIDE LABOR & SERVICES
l Footsge  Siza  Weloht  Grade Cplg.___PricalFt.
SING [(a) _200 8 5/8 244 K-55  STC 9.00 1,800 1,800
ND | (8) 7560 %% 17 N-80 LTC 7.50 19,200 19,200
3ING | (C) 25100 2°3/8 4.7# J-55  EUE 2.25 5,600 5.600
Lo
(3]
(F
(G)
SUB-SURFACE WELL EQUIPMENT
WELLHEAD & GUIDE STRUCTURE 1,000 3,000 4,000
SURFACE WELL EQUIPMENT Artificial Lift _ 40,000 4
TREATERS & SEPARATORS i 18,000 18,000
COMPRESSORS 50U BBL Heated Tank 5,000 5,000
BUILDINGS
! BUCYS AND MARKERS
*USC. MATERIALS INSTALLATION & SERVICES 11,000 | 11,000
 CONSTRUCTION OVERHEAD l
~ctat Tanaisle Costs s 72,800 - $101,800 ' $ 104,600
Total Costs {'s 77,000 1 $318,700 1s 395,700
evJ_.MZLM/” . Z oy Drlg Engr o, 3-7-95 Mesaw MNERSTOCH -.R 1
] otmers wi BEFORE EXA NE ;
o L EBpren S0 NG 59:00 ——————9+O$=GGNSER¥AI-LQN-DMSLON-’=
L
o e o ERHBITNO 33— |
w-Comoany 8y Tae Sue :
Atom ' CASENO. 4983 B Q




/

1

g
l)‘

‘SQ

~

Fruitland Formation &
Pictured Cliffs Contact

DURANGO
L]

60
50: !
°
/ |
A COLORADO
NEW MEXICO

170'

ce}jmmmc;ro@

210 Miles

@ Proposed

* Adapted from Geologic Survey

Protlessional Paper #676

Well Location

D

Rio ALrlb
Sandoval

MESRA LIMITED PARTNERSHIP

Exhibit 4

SAN JUAN BASIN

Fruitland Coal Isopach
Cll. = 10

APPLICATION FOR COMPULSORY POOLING

CASE NO0.9983

July 11, 1990
FC State Com. #7

830' FSL, 2490' FWL
Section 36, T30N-R9W
San Juan County, New Mexico
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SAN JUAN BASIN
Botton Hole Pressure
C.l. = 200 psi
‘Proposed Well Location APPLICATION FOR COMPULSORY POOLING
CASE NO.9983
° Control July 11, 1990
FC State Com. #7
830' FSL, 2490' FWL
Section 36, T30N-R9W
San Juan County, New Mexico

* From Geologic Evaluation of Critical Production

Parameters for Coalbed Methane Resources: Exhibit 5

GAS RESEARCH INSTITUTE, Published: Jan. 1990




MESA LIMITED PARTNERSHIP

SAN JUAN BASIN
Structure: Base Fruitland Formation
O Proposed Well Location Gl = S0
APPLICATION FOR COMPULSORY POOLING

p ; CASE NO.
‘Frultland Coal Completion J:"s,”%%

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

T Section 36, T30N-ROW
Exhlblt@ . San Juan County, New Mexico




LOCATION
NE/4 S. 5 T29N-R8W
SW/4 S. 5 T29N-R8W
NE/4 S. 7 T29N-R8W
NE/4 S. 1 T29N-RoW
SE/4 S. 10 T29N-RSW
SE/4 S. 11 T29N-ROW
SW/4 S. 29 T3O0N-R8W
SW/4 S. 31 T30ON-R8W
SW/4 S. 32 T30ON-R8W
NE/4 S. 32 T30ON-R8W
NW/4 S. 22 T30N-ROW
NW/4 S. 23 T30ON-ROW
SE/4 S. 23 T30N-ROW
NE/4 S. 24 T30N-ROW
SW/4 S. 24 T30N-ROW
SW/4 S. 34 T30ON-ROW

* Through February 1990 Dwight’s Energydata Inc.
**Three-month average daily rate when available

N/A - Not available
CNP - Completed not producing

—

APPLICATION FOR COMPULSORY POOLING

WELL NAME

FC STATE COM #7
830’ FSL, 2490’ FWL
BECTION 36-T30N-ROW
SAN JUAN COUNTY, NEW MEXICO

EXHIBIT
CASE NO. GGK R
JULY 11, 1990

OFFSET PRODUCTION DETAIL

Sunray #210
Sunray #211

CNP

CNP

A.L. Elliott J #1
A L. Elliott D #4
Howell E #301

CNP

CNP

CNP

CNP

CNP

CNP

CNP

CNP

Likins Gas Com A #4

OPERATOR

Meridian
Meridian

Amoco
Amoco .
Meridian

Amoco

SURFACE SHUT-IN=* CURRENT*
PRESSURE (psia) MCFD/BWPD
779 95/0
762 128/0
N/A
560
N/A 100/0
N/A 26/0
801 88/0
511
823
645
N/A
N/A
N/A
N/A
666
N/A 163/0

CUMULATIVE=*
MMCF

103
70

27
11
28

64



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 in fact and authorized representative
of Mesa Operating Limited Partnership, the Applicant herein, being
first duly sworn, upon oath, states that the notice provisions of
Rule 1207 of the New Mexico 0il Conservation Division have been
complied with, that Applicant has caused to be conducted a good
faith diligent effort to find the correct addresses of all
interested person entitled to receive notice, as shown by Exhibit
"A" attached hereto, and that pursuant to Rule 1207, notice has
been given by certified mail at the correct addresses provided by
such rule.

0> Secste cfellf
J. SCOTT HALL
-~

SUBSCRIBED AND SWORN to before me this z/>* day of June, 1990,
by J. Scott Hall.

h[‘/:)) 2 .fa} /]ﬁ’l‘:‘/’&’)
Notary Public

My cCcommission Expires:

3 faa 52

EXHIBIT No. X



BEFORE THE
0IL 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 its undersigned
attorneys, Miller, Stratvert, Torgerson & Schlenker, P.A., hereby
makes application pursuant to section 70-2-17, N.M.S.A. (1978) for
an order pooling all of the mineral interests in the Fruitland
formation for developmeht on 320-acre spacing in and under the S/2
of Section 36, Township 30 North, Range 9 West, N.M.P.M., San Juan
County, New Mexico, and in support thereof would show the Division:

1. gpplicant owns approximately 84% of the working interest
in and unéer the S/2 of Section 36, and Applicant has the right to
drill thereon.

2. Applicant proposes to dedicate the above-referenced
pooled unit to its Mesa FC State Com #7 well to be located at a
standard location in the S/2 of said Section 3s6.

3. Applicant has been unable to obtain voluntary agreement
for pooling or farmout from all other interest owners in the S/2
.of said Section 36.

4. Said pooling of interests will avoid the drilling of
unnecessary wells, will prevent waste and will protect correlative

rights.



5. In order to permit the Applicant to obtain its just and
fair share of the o0il and gas underlying the subject lands, the
mineral interests should be pooled, and Applicant should be
designated the operator of the well to be drilled.

WHEREFORE, Applicant prays that this application be set for
hearing before a duly appointed examiner.of the 0il Conservation
Division on June 27, 1990, and that after notice and hearing as
required by law, the Division enter its order pooling the lands,
including provisions for Applicant to recover its costs of
drilling, equipping and completing the well, its costs of
supervision while drilling and after completion, including overhead
charges, and imposing a risk factor for the risk assumed by the
Applicant in drilling, 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 5&0;%4@/

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



RANNE 8. MILLER
WILLIAM K. STRATVERT
ALAN C. TORGERSON
KENDALL O. SCHLENKER
ALICE TOMLINSON LORENZ
GREGORY W. CHASE
ALAN KONRAD

MARGO J. MCCORMICK
LYMAN G. SANDY
STEPHEN M. WILLIAMS
STEPHAN M. VIDMAR
ROBERT C. GUTIERREZ
SETH V. BINGHAM
MICHAEL H. HOSES
JAMES B. COLLINS
TIMOTHY R. BRIGGS
WALTER R. PARR
THOMAS S. UDALL
RUDOLPH LUCERO
DANIEL E. RAMCZYK

MILLER, STRATVERT,

OEAN G. CONSTANTINE
OEBORAH A. SOLOVE
GARY L. GORDON

H. KEVIN HAIGHT
LAWRENCE R. WHITE
SHARON P. GROSS
VIRGINIA ANDERMAN

C. K. MOSS

JAMES B. COONEY
LEONARD J. PADILLA
TIMOTHY S. VASQUEZ
MARTE D. LIGHTSTONE
BRADFORD K. GOODWIN
NICHOLAS CULLANDER
JOHN R. FUNK

J. SCOTT HALL
THOMAS R. MACK
MICHAEL J. HAPPE
DENISE BARELA SHEPHERD
MICK 1, R. GUTIERREZ

TORGERSON & SGHLENKER, P. A,

LAW OFFICES

ALBUQUERQUE
500 MARQUETTE, N. W., SUITE 10O
POST OFFICE BOX 25687
ALBUQUERQUE. NM 87125
TELEPHONE: (505} 842-i1950
FACSIMILE: (50O3) 243-4408

FARMINGTON
300 WEST ARRINGTON
POST OFFICE 8OX 869
FARMINGTON, NM 87499
TELEPHONE: (50%) 326-4521
FACSIMILE: (S05) 325-5474

LAS CRUCES
277 EAST AMADOR
POST OFFICE DRAWER 231
LAS CRUCES, NM 88004
TELEPHONE: (303] 323-2481
FACSIMILE: (503) 526-2215

SANTA FE
125 LINCOLN AVE., SUITE 303
POST OFFICE BOX 1986
SANTA FE, NM B7504-1986
TELEPHONE: (508} 989-9614
FACSIMILE: (SOS5) 989-9857

June 5, 1990

KENNETH R. BRANDT (1946 - 1981) PLEASE REPLY TO SANTA FE

Conoco, Inc.

P. 0. Box 460 CERTIFIED MAIL

Hobbs, NM 88240 RETURN RECEIPT REQUESTED
RE: Application of Mesa Operating Limited Partnership for

Compulsory Pooling, San Juan County, New Mexico:
(FC State Conm #7)

Dear Sirs:

This will advise that Mesa Operating Limited Partnership has
filed an application with the New Mexico 0il conservation Division
seeking an order for the compulsory pooling of all mineral
interests in the Fruitland formation in and under the S/2 Section
36 , Township 30 North, Range 9 West, NMPM, San Juan County, New
Mexico.. (A copy of the application is enclosed.) Mesa Operating
Limited Partnership proposes to dedicate the referenced pooled unit
to a well to be drilled at a standard location in the SW/4 of said
Section 36. '

This application will be set for hearing before a Division
Examiner on June 27, 1990 at the New Mexico State Land Office
Building, 310 0ld Santa Fe Trail, Santa Fe, New Mexico. You are
not required to attend this hearing, but as an owner of an interest
that may be subject to pooling, you may appear and present
testimony. Failure to appear at that time and become a party of
record will preclude you from challenging this application at a
later date.

Very truly yours,

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

vy O Sots CLP

J. Scott Hall

cc: Mark Seale,
Mesa Limited Partnership
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RANNE B. MILLER
WILLIAM K, STRATVERT
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ALICE TOMLINSON LORENZ
GREGORY W. CHASE
ALAN KONRAD
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STEPHEN M. WILLIAMS
STEPHAN M. VIDMAR
ROBERT C. GUTIERREZ
SETH V. BINGHAM
MICHAEL H. HOSES
JAMES 8. COLLINS
TIMOTHY R. BRIGGS
WALTER R. PARR
THOMAS S. UDALL
RUDOLPH LUCERO
DANIEL E. RAMCZYK
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DEAN G. CONSTANTINE
DEBORAH A. SOLOVE
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LAWRENCE R. WHITE
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VIRGINIA ANDERMAN
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J.SCOTT HALL
THOMAS R. MACK
MICHAEL J. HAPFE
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LAW OFFICES

300 WEST ARRINGTON
POST OFFICE BOX 869
FARMINGTON, NM 87499
TELEPHONE: (505) 326-452I
FACSIMILE: (5305) 3235-5474

TORGERSON & SGCHLENKER, P. A

ALBUQUERQUE
500 MARQUETTE, N. W., SUITE HOO
POST OFFICE BOX 25687
ALBUQUERQUE, NM 87125
TELEPHONE: (3505) B42-19850
FACSIMILE: (505) 243-4408

LAS CRUCES
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POST OFFICE DRAWER 1231
LAS CRUCES, NM B80O0O4
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SANTA FE
125 LINCOLN AVE,, SUITE 303
POST OFFICE BOX 1986
SANTA FE. NM 87304-1986
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June 5, 1990

KENNETH R. BRANDT (1946 - 198)) PLEASE REPLY TO SANTA FE

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

CERTTFIED MAIL
RETURN RECETPT REQUESTED

RE: Application of Mesa Operating Limited Partnership for
Compulsory Pooling, San Juan County, New Mexico:
(FC State Com #7)

Dear Sirs:

This will advise that Mesa Operating Limited Partnership has
filed an application with the New Mexico 0il conservation Division
seeking an order for the compulsory pooling of all mineral
interests in the Fruitland formation in and under the S/2 Section
36 , Township 30 North, Range 9 West, NMPM, San Juan County, New
Mexico.. (A copy of the application is enclosed.) Mesa Operating
Limited Partnership proposes to dedicate the referenced pooled unit
to a well to be drilled at a standard locatlon in the SW/4 of said
Section 36.

This application will be set for hearing before a Division
Examiner on June 27, 1990 at the New Mexico State Land Office
Building, 310 0ld Santa Fe Trail, Santa Fe, New Mexico. You are
not required to attend this hearing, but as an owner of an interest
that may be subject to pooling, you may appear and present
testimony. Failure to appear at that time and become a party of
record will preclude you from challenging this application at a
later date.

Very truly yours,

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

By: Z:'C§Q7£;iéfkéq9

J. Scott Hall

cc: Mark Seale,
Mesa Limited Partnership
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RANNE B. MILLER
WILLIAM K. 5STRATVERT
ALAN C. TORGERSON
KENDALL O. SCHLENKER
ALICE TOMLINSON LORENZ
GREGORY W. CHASE

ALAN KONRAD

MARGO J. MSCORMICK
LYMAN G. SANDY
STEPHEN M. WILLIAMS
STEPHAN M. VIDMAR
ROBERT C. GUTIERREZ
SETH V. BINGHAM
MICHAEL H. HOSES

JAMES B. COLLINS
TIMOTHY R. BRIGGS
WALTER R. PARR

THOMAS S. UDALL
RUDOLPH LUCERO
DANIEL E. RAMCZYK

DEAN G, CONSTANTINE
DEBORAH A. SOLOVE
GARY L. GORDON

H. KEVIN HAIGHT
LAWRENCE R. WHITE
SHARON P. GROSS
VIRGINIA ANDERMAN

C. K. MOSS

JAMES B. COONEY
LEONARD J. PADILLA
TIMOTHY S. VASOUEZ
MARTE D. LIGHTSTONE
BRADFORD K. GOODWIN
NICHOLAS CULLANDER
JOHN R. FUNK
J.S5COTT HALL
THOMAS R. MACK
MICHAEL J. HAPPE
DENISE BARELA SHEPHERD
MICK . R. GUTIERREZ

MILLER, STRATVERT, TORGERSON & SGCHLENKER, P.

LAW OFFICES

ALBUOUERQUE
500 MAROQUETTE, N. W., SUITE 10O
POST OFFICE BOX 25687
ALBUQUERQUE. NM a7i2s
TELEPHONE: (303) 842-1950
FACSIMILE: (305} 243.4408

FARMINGTON
300 WEST ARRINGTON
POST OFFICE BOX 869
FARMINGTON, NM 874899
TELEPHONE: (508S) 326-4521
FACSIMILE: (505) 325-5474

A.

LAS CRUCES
277 EAST AMADOR
POST OFFICE DRAWER 123!
LAS CRUCES, NM 88004
TELEPHONE: (SO5) 523.248}
FACSIMILE: (30O5) s26.2218

SANTA FE

125 LINCOLN AVE., SUITE 303

POST OFFICE BOX 1S86
SANTA FE. NM 87504-1986

TELEPHONE: (505) 989-9614

FACSIMILE: (505) 989-9857

June 5, 1990

KENNETH R. BRANDT (1946 - 1981 PLEASE REPLY TO SANTA FE

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

RE: Application of Mesa Operating Limited Partnership for
Compulsory Pooling, San Juan County, New Mexico:
(FC State Com #7)

Dear Sirs:

This will advise that Mesa Operating Limited Partnership has
filed an application with the New Mexico 0il conservation Division
seeking an order for the compulsory pooling of all mineral
interests in the Fruitland formation in and under the S/2 Section
36 , Township 30 North, Range 9 West, NMPM, San Juan County, New
Mexico. . (A copy of the application is enclosed.) Mesa Operating
Limited Partnership proposes to dedicate the referenced pooled unit
to a well to be drilled at a standard location in the SW/4 of said
Section 36. :

This application will be set for hearing before a Division
Examiner on June 27, 1990 at the New Mexico State Land Office
Building, 310 Old Santa Fe Trail, Santa Fe, New Mexico. You are
not required to attend this hearing, but as an owner of an interest
that may be subject to pooling, you may appear and present
testimony. Failure to appear at that time and become a party of
record will preclude you from challenging this application at a
later date.

Very truly yours, :

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

By: ijffdéaz;%232§7

J. Scott Hall

cc: Mark Seale,
Mesa Limited Partnership



. wmz_umm“ Complete items 1 and 2 when additional services are desired, and complete items P bbbt tbe Lk
and 4.
Put youraddress in the ""RETURN TO’’ Space on the reverse side. Failure to do this will prevent this card -
from being returned to you. The return receipt fee will provide you the name of the person delivered to and RECEIPT FOR CERTIFIED MAIL
the date of delivery. For additional fees the following services are available. Consult postmaster for fees NU INSURANCE COVERAG!
ox{es) for additional service(s} requested. NOT FOR INTERMATN
ow to whom delivered, date, and addressee’s address. 2. [J Restricted Delivery (Sce Roeverse)
(Extra charge) (Extra charge) &8/ o bl RO
w
T " e R . w ant 10
3. Article Addressed to: O 4. Article Number 3 onoco, Inc.
. S S
Conoco, Inc. Ha R 361 862 167 i [555..17&h Street
555 17th Street o [po of Service: :
~ egistere nsure > ~. DN
Denver, CO 80202 xm Centifiod .- O cop & | Dénver nClH ©80202
X Return Receipt 2] [SESUUUON
() Express ME O for Merchandise 3 | Postage g -
Always obtain signature of addressee o
or agent and DATE DELIVERED. Centiied Fee i
5. Signature — Addressee =y 8. Addressee’s Address (ONLY if - BT
X _m M “ m requested and fee paid) 1 Special Delivery Fee
6. Signature — Agent Restricted Delvery Foo
X -
! Return Receipt showin
N ur e b
7. Date of Um_.<m_.< to whom and Date Detivered 37
\ - \N\ w o ) % - _— I
2 o | Return Recept showing to whom,
PS Form 3811, Apr. 1989 *U.S.G.RO. 1989-238-815 DOMESTIC RETURN RECE!PT B [D3e. and Address of Detvery
w TOTAL Postage and b ees <
- PRIV
=3
W Postmark or Date
™
£
T
o
w
4
—_—




(V0]
1
1

m

m

Y

(W}

1)
s
T
m
)
(9]
&
1)
(9]
m
)
]
m

)
T

1)
{

ENERGY. MINERALS AND NATURAL

C'L2ONSERVATICN T SON
LAREY TARAL T3S :
MEMORANDUM
TO: ALL GAS PRODUCERS, TRANSPORTERS AND PURCHASERS
FROM: WILLIAM J. LEMAY, DIRECTOR

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 administrative changes
adopted by the memorandum dated July 5, 1989.

These proposed changes are scheduled for hearing on the Commission
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 OETERMINED T3 THE
NEAREST ~UNOREDTH COF A UNIT 8Y OIVIDING THE ACREAGE ASSIGNED TO THE GPY 3¥Y 2
NUMBER ECUAL TO THE NUMBER 0OF ACRES IN A STANDARD GPU FOR SUCH PCOL. -CWEVER,
THE ACREAGE TOLERANCE PROVIDED IN RULE 2(a)2 SHALL APPLY.

AD FACTOR: ACREAGE TIMES DELIVERABILITY FACTOR IS CALCULATED IN PCCLS
WHERE ACREAGE AND DELIVERABILITY ARE PRORATION FACTORS. THE PROQUCT CBTAINED
BY MULTIPLYING THE ACREAGE FACTOR BY THE CALCULATED OELIVERABILITY (EXPRESSED
AS MCF PER DAY) FOR THAT GPU SHALL BE KNOWN AS THE AD FACTOR FOR THAT GPU.
THE AD FACTOR SHALL BE COMPUTED TGO THE NEAREST WHOLE UNIT.

SUGGESTED ACD

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

SUGGESTED AQD

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

SUGGESTED ADD

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

BALANCING DATE: THE DATE 7:00 A.M. APRIL 1 OF EACH YEAR SHALL BE KNOWN
AS THE BALANCING DATE, AND THE TWELVE MONTHS FOLLOWING THIS DATE SHALL BE
KNOWN AS THE GAS PRORATION PERIQD.
SUGGESTED AO0D

BROKER: A THIRD PARTY WHQO NEGOTIATES CONTRACTS FOR PURCHASE AND RESALE.
SUGGESTED ADD

CLASSIFICATION PERIOD: A THREE MONTH PERIQO BEGINNING AT 7:00 A.M.
APRIL 1, JULY 1, OCTOBER 1, AND JANUARY 1 OF EACH YEAR SHALL BE THE CLASSIFI-
CATION PERIOQD.

GAS POOL:  ANY POOL WHICH HAS BEEN OESIGNATED AS A GAS POOL BY THE
DIVISION AFTER NOTICE AND HEARING.



PRC: [ON UNIT (GPU): THE ALK EAGE ALLCCATED 7O A WELL, 2R N TrE

£ (FILL WELL 2R WAELLS TO A GROUP COF WELLS, FOR PURPQSES CF  3FACIMG
S3 N SRALL 3E NCW AS THE GAS PRORATION UNIT (GPU).

“ S:T4ER OF A STANDARD QR NON-STANDARD SIZE AS PRCVIZID [N THESE
. 3FLS MEANS PLURAL GPUY.

}
- -

)

GAS TRANSPORTER: 7THE TEZ3M GAS TRANSPORTER AS USED IN THESE RULES SrALL
MEAN ANY TAKER  IF GAS ZITHER AT THE WELLHEAD, AT ANY OTHER P0INT IN  7-%
LZASE, CR AT ANY OJTHER POINT AUTHCRIZED 8Y THE OIVISION WHERE CONNECTION  [3
MADE FOR GAS TRANSPORTATICN CR UTILIZATION (OTHER THAN THAT NECESSARY =IR
MAINTAINING THE PRCOUCING ABILITY OF THE WELL).

SUGGESTED CHANGE

GAS TRANSPORTER: THE TERM GAS TRANSPORTER AS USED [N THESE RULES SHALL
MEAN ANY TAKER OF GAS, EIFHER--AF-FHE-WEEEREAB;--AF-AN¥-BFHER--POINF-SN-~THE
EEASE;-FR-AT-AN¥-GFHER-PGENTF--=JTHOREZEB~BY-FHE-BEVEISION-WHERE-CONNEEFESN--£5
MABE-FAR-GAS--FRANSPORFATEIN-OR--4FELEZAFEON-tOFHER-FHAN-~FHAF-NECESSAR¥-~73R
MAENFAINENG-THE-PROBHEING-ABELEF¥-OF-—FHE-WEEEYsTHE PARTY SERVICING THE WELL
METER, OR THE PARTY RESPONSIBLE FOR MEASUREMENT OF GAS SOLD FRCM THE WELL -R
BENEFICIALLY USED OFF-LEASE, THIS COULD BE AT THE WELLHEAD, AT ANY QOTHER
POINT QN THE LEASE, OR AT ANY QTHER POINT AUTHORIZED 8Y THE OIVISICN WHERE
CCHNECTION IS MADE FOR GAS TRANSPORTATION OR_UTILIZATION (QTHER THAN IS
NECESSARY FOR MAINTAINING THE PROOUCING ABILITY OF THE WELL). THE GAS TRANS-
PCRTER CAN BE THE GATHERER, TRANSPORTER, PROOUCER, OR A OELEGATE QF CNE CF
THOSE PARTIES. THE GAS TRANSPORTER SHALL BE IDENTIFIED ON FORM C-104 AND WILL
BE RESPONSIBLE FOR FILING FORM C-111 AS REQUIRED UNOER THE PROVISIONS CF RULE
1111,

GAS PURCHASER:  THE TERM GAS PURCHASER AS USED IN THESE RULES SHALL
MEAIN THE PURCHASER (WHERE OWNERSHIP GQF THE GAS IS FIRST EXCHANGED €Y THE
FROCUCER TO THE PURCHASER FOR AN AGREED VALUE) OF THE GAS FROM A GAS WELL CR
GPY. [N 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 THKE
PRODUCER TO THE PURCHASER FOR AN AGREED VALUE) OF THE GAS FROM A GAS WELL OR
GPU. IN-FHE-EVENF-FHAT-FTWO-GR-MORE-PYREHASERS-PUREHASE-FREM~A-PARTIEHLAR--6AS
WEkt--9R-GPHs~FHE~-BAS-PHREHASER-SHAL E-BE-FHE--PUREHASER-BF -FHE~LARGESF--PER-
EENTAGE~BF-INFEREST-EN-FHE-BAS-WELE-BR-6PY<

HAROSHIP GAS WELL: A GAS WELL WHEREIN UNDERGROUND WASTE WILL OCCUR I[F
THE WELL SHOULD BE SHUT-IN CR CURTAILED BELOW ITS MINIMUM SUSTAINABLE FLOW
RATE. NO WELL SHALL BE CLASSIFIED AS A HAROSHIP GAS WELL EXCEPT AFTER NOQTICE
AND HEARING OR UPON APPROPRIATE AOMINISTRATIVE 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 AND LOCATICN REQUIREMENTS

RULE 2(a)l  STANDARD GAS PRORATION UNIT SPACING:  /SEZ SP€ZlaL 2CCL
LES FOR APPLICABLE SIZE OF PRORATION UNITS.) UNLESS OT=ERWISE 3PECIFIE]  =v
THE SPECIAL POOL RULES, 160-ACRE UNITS SHALL COMPRISE A SINGLEI  3CVERNMENTIL
TUARTER-SECTION: 320-ACRE UN[TS SrALL COMPRISE  TWO CONTISUQUS QUARTER-3EC-
TICNS BEING "E N:2, S/2, 2, OR w/2 CF A SINGLE GOVERNMENTAL SZCTIIN; aND &
540-ACRE UNIT SHALL CCMPRISE A SINGLE GOVERNMENTAL SECTICN.

RULE 2(a)2 STANDARD GPU SIZE AND VARIANCE: A STANDARD 3Py S~a.L
CONSIST OF CONTIGUOUS SURFACE ACREAGE AND SHALL BE SUBSTANTIALLY 1N 7-%
FORM QF A SQUARE [N POOLS HAVING 160 ACRE OR 640 ACRE STANDARD 3PYUS, aND N
THE FORM OF A RECTANGLE [N POCLS HAVING 320 ACRE STANDARD GPUS, AND SmALL 3t
A LEGAL SUBDIVISION OF THE U.S. PUBLIC LAND SURVEYS (QUARTER-SECTICN, =~ALF-
SECTICN, OR SECTION, AS APPLICABLE). ANY GPU CONTAINING ACREAGE WITHIN "=t
APPROPRIATE TOLERANCE LIMIT SHOWN BELCW SHALL BE CONSIDERED TO CONTAIN "wg
NUMBER OF ACRES IN A STANDARD GPU FCR THE PURPOSE OF COMPUTING ALLOWABLES.

ACREAGE TOLERANCE

STANDARD PRORATION UNIT FOR STANDARD UNIT
160 ACRES 158-162 ACRES
320 ACRES 316-324 ACRES
640 ACRES 632-648 ACRES

RULE 2(a)3 NON-STANDARD PRORATION UNIT APPROVAL PROCEDURE AT DISTRICT
LEVEL: THE DISTRICT SUPERVISQOR OF THE APPROPRIATE OISTRICT OJFFICE JF THE
OIVISION SRALL HAVE THE AUTHORITY TQ APPROVE A NON-STANDARD GPU 1S AN EX(EP-
TION TO QULE 2(a)2 WITHOUT NOTICE AND HEARING WHEN THE UNCRTAHQDOX SIZE CR
SHAPE QF THE GPU IS NECESSITATED 8Y A VARIATION IN THE LEGAL SUBDIVISION CF
THE U.S. PUBLIC LAND SURVEYS AND THE NON-STANDARD GPU [S NOT LESS THAN 75%
NOR MORE THAN 125% OF A STANDARD GPU.

THE DISTRICT SUPERVISOR OF THE APPROPRIATE DISTRICT OQFFICE OF THE DIVI-
SION MAY APPROVE THE NON-STANDARD GPU BY:

1) ACCEPTING A PLAT SHOWING THE PROPQSED NON-STANDARD GPU AND THE ACRE-
AGE TO BE DEDICATED TO THE NON-STANDARD GPU ANO,

2) ASSIGNING AN ALLOWABLE TQ THE NON-STANOARD GPU.

RULE 2(a)4 NON-STANDARD PRORATION UNIT APPROVAL PROCEDURE AT DIRECTOR
LEVEL: THE OIRECTOR OF THE OIVISION MAY GRANT AN EXCEPTION TO THE REQUIRE-
MENTS OF RULE 2(a)2 WHEN THE UNQRTHODOX SIZE OR SHAPE QF THE GPU [S NECESSI-
TATED BY A VARIATION [N THE LEGAL SUBOIVISION OF THE U.S. PUBLIC LAND SURVEYS
AND THE NCN-STANDARD GPU IS LESS THAN 75% OR MORE THAN 125% OF A STANDARD
GPU, OR WHERE THE FOLLOWING FACTS £¢IST aAND THE FOLLIWING PROVISIINS  23E
CIMPLIED WITH:

L) THE NON-STANDARD GPU CINSISTS IF QJUARTER-CUARTER SECTIINS QR LTS T-:T
ARE CINTIGUOUS BY A CIMMON 3CROERING 3I2E.



THE NON=STANDARD GPU LIES aRCLLY wl7mIN A GCUERNMENTS | 0 207, 1300 3
S JTSTINS WHICH wQULD BE A STANCARD SPU ::Q THE WELL QUdRTER-SIITIIN,
Wi I-3EZTTON. OR SECTICN) BT CONTAINS LESS ACREAGE THAN 3 STANZARC 37..
J)  T<E APPLICANT PRESENTS WRITTEN CONSENT [N THE FORM CF ~A[/ERS =R(M
ALL TFESET TPERATCRS AND FROM ALL CPERATCRS CWNING INTERESTS IN TmE JUARTER-
SECTIIN, SALF-SECTION OR SECTICN  (FJR 1S0-ACRES, 320-4CRES, £40-aCRES S7iN-
DARD JECICATIINS QFESPECTIVELY) IN wHICH THE NON-STANDARD GPU IS SITULATIZ iy3

e A

wHICH ACREAGE [5 NOT INCLUQED IN SA[D NCN-STANDARD GPU.

1) IN LIEU OF PARAGRAPH (3) CF THIS RULE, THE APPLICANT MAY 3,3N254
PROCF CF THE FACT THAT ALL OF THE AFORESA[D GFFSET OPERATORS wERE NOTIFIZ 37
REGISTERED QR CERTIFIED MAIL QF HIS INTENT TQ FCRM SUCH NON-STANQARD PU ol
OIRECTOR MAY APPROVE THE APPLICATION [F NQ SUCH OPERATOR HAS ENTEZRED =N
OBJECTION TO THE FCRMATION SUCH NON-STANCARD GPU WITHIN 20 DAYS AFTER JIREl-
TOR HAS RECEIVED THE APPLICATION.

RULE 2(b) WELL LOCATION: EACH WELL CRILLED CR COMPLETED CN A SPACING
ANC PRORATION UNIT GOVERNED BY THESE RULES, INCLUDING APPROVED NCN~STANQARC
G- .3 SHALL BE LOCATED AS PROVIDED BELOW:

(1) NCRTHWEST NEW MEXICO
STANDARD PRORATICN UNIT LOCATION REQUIREMENTS

.50 ACRES NOT CLOSER THAN 790 FEET TO
THE QUTER BOUNOARY CF THE
TRACT, NOR CLOSER THAN 130
FEET TO ANY QUARTER-QUARTER
SECTION CR SUBDIVISION INNER
BOUNDARY.

320 ACRES NOT CLOSER THAN 790 FEET TO
THE QUTER BQUNDARY OF THE
QUARTER~SECTION UPON WHICH
THE WELL IS LOCATED ANQ NQT
CLOSER THAN 130 FEET TO ANY
QUARTER-QUARTER SECTION LINE
OR SUBOIVISION INNER

BOUNDARY.
(2) SOQUTHEAST NEW MEXICQ
STANDARD’PRORATION UNIT LOCATION REQUIREMENTS
1€0-ACRES NOT CLOSER THAN 660 FEET TO

ANY OUTER BOUNDARY OF THE
TRACT NOR CLOSER THAN 330
FEET TO ANY QUARTER-QUARTER
SECTION CR SUBDIVISICN [NNER
8CUND=2Y.



120-473€% NOT CL2SER THAN 280 FifT

? ) <NY 3.CE 2CUNCARY . LING
TIMENSION) OR 1380 FzET 7O
ANY ENQ 3CUNDARY (SHQRT
GIMENSION) OF THE TRACT &C
CLOSER THAN 330 FEIT T2 ANY
TUARTER-JUARTER SEITION 2R

£30-ACRES NOT CLOSER THAN 1530 F227 72
THE CUTER BOUNDARY OF Tt
TRACT NOR CLOSER THAN 330 ©zI7
TQ ANY QUARTER-QUARTER SECTICN
OR SUBDIVISION INNER BCOLNOARY.

RULE 2(c) UNORTHODOX WELL LOCATION: THE OIVISION O[RECTOR SHALL WAVE
AUTHORITY TO GRANT AN EXCEPTION TO THE WELL LOCATION REQUIREMENTS OF 3..:
2(b) ABOVE WITHOUT NOTICE AND HEARING WHEN THE NECESSITY FOR SUCH UNORTHCOCH
LICATION IS 3ASED UPON TOPOGRAPHIC CONOITIONS OR THE RECOMPLETION CF A aEwL
PREVIOUSLY ORILLED TO A DEEPER HORIZON, PROVIDED SAID WELL WAS CRILLED AT 2N
ORTHODOX QR APPRQVED UNORTHODOX LOCATICN FOR SUCH ORIGINAL HORIZCN.

APPLICATIONS FOR AOMINISTRATIVE APPRQOVAL QF UNGORTHQOOX LOCATICNS SHALL
BE FILED IN OUPLICATE (ORIGINAL TO SANTA FE AND ONE COPY TQ THE APPROPRIATE
OIVISION QISTRICT OFFICE) AND SHALL BE ACCOMPANIED BY PLATS SHCWING THE
OWNERSHIP OF ALL LEASES (QFFSETTING THE PRORATION OR SPACING UNIT FCR AHITH
THE UNORTHODOX LOCATION IS SOUGHT, AND ALSO ALL WELLS COMPLETED THEREON. [F
THE PROPQOSED UNORTHODOX LQCATION [S BASED ON TOPOGRAPHY THE PLAT SHALL 2L3D
SHOW AND CESCRIBE THE EXISTENT TOPOGRAPHIC CONDITIONS.

T4E CIVISICN OIRECTOR SHALL HAVE AUTHORITY TQ GRANT AN EXCEPTICN TQ THE
WELL LICATION REQUIREMENT FOR WELLS [N SOUTHEAST NEW MEXICO CN 320 ACRE
SPACING WITHOUT NQTICE AND HEARING WHEN THE NECESSITY FOR SUCH UNGRTHOOOX
LOCATION IS BASED UPON GEOLOGIC CONDITIONS PROVIDED THAT ANY SUCH UNORTHQOOX
LOCATION SHALL BE NO CLOSER THAN 660 FEET TO THE NEAREST SIDE BOUNDARY NOR
CLOSER THAN 990 FEET TO THE NEAREST END BOUNDARY OF THE GPU.

[F THE PROPOSED UNQRTHODOX LOCATION IS BASED UPON GEOLOGY, THE APPLICA-
TION SHALL INCLUDE APPROPRIATE GEOLOGIC MAPS, CROSS-SECTIONS, AND/QR LOGS,
AND OISCUSSION QF THE GEOLOGIC CONDITIONS WHICH RESULT [N THE NECESSITY FOR
THE UNORTHQOOX LOCATION.

ALL QPERATORS QF PRORATION QR SPACING UNITS QFFSETTING THE UNQRTHOQOX
LOCATION ON THE TWO GPU BOUNDARIES ANO TWQ GPU CORNERS CLOSEST TO THE UNOR-
THQOOX WELL LOCATION SHALL BE FURNISHED A COPY OF THE APPLICATION BY C(ERTI-
FIED OR REGISTERED MAIL, AND THE APPLICATION SHALL STATE THAT SUCH NOTIFICA-
T{ON HAS BEZN GIVEN. THE OIVISION (QIRECTCR MAY APPROVE THE UNCRTHOCOX LOCA-
TION UPON RECZIPT CF WAIVERS FROM ALL SUCH OFFSET OPERATORS CR IF NQ TFSSET
CPERATOR HAS ENTERED AN QBJECTION TO THE UMQRTHCOOX LOCATICN #[TH~IN 20 2ar3
AFTZIR THE DIRECTCR HAS RECSIVED THE 2PPLIZATION,

“HE CI/ISICN QIRECTOR “av, A7 ~[S ZISCRETION, SET ANY 2PPLICATIIN S7R
AOMINISTRATIVE APPROVAL OF AN UNORTRGOCX (CCATICN FOR PUBLIZ HEARING.



8. NOMINATIONS AND PRORATION SCHEDULE

RULE 3(a) GAS PURCHASERS OR GAS TRANSPORTERS SHALL NOMINATE: £l
MCNTH EACH GAS PURCHASER OR EACH GAS TRANSPCRTER AS AEREIN PRIVIDED 3raL.
SILE WITH THE DIVISION ITS NCMINATICN FOR THE SMOUNT CF 3AS wH{CH [~ ACTUALLY
IN GOCO FA[TH OESIRES TO PURCHASE OURING THE ENSUING PQCRATICN MONTH F£37M
EACH GAS P00L EGULATED BY THIS GROER. THE SURCHASER MAY DELZGATE "< NCMINA-
TION RESPONSIBILITY TQ THE "RANSPCRTER 8Y NOTIFYING ThE CIVISICN'S 34874
JFFICE. ONE COPY OF SUCH NCMINATION FOR EACH POOL SHALL BE SUBMITTED ") -
JIVISICN'S SANTA FE OFFICE ON FORM C-121-3 BY THE FIRST DAY oF "=E MCy™:
DURING WHICH THE DIVISION WILL CONSICER AT [TS ALLCWABLE WEARING THE  NCMIN.
TIONS FOR THE SUCCEEDING MONTH. THE -I/ISION SHALL CCNSIDER AT [TS “CNT= .+
GAS ALLOWABLE HEARING THE NOMINATIONS OF PURCHASERS, ACTUAL PROCLCTIIN 330
SUCH OTHER FACTORS AS MAY BE DEEMED APPLICABLE IN OETERMINING THE AMONT 3F
GAS THAT MAY BE PRODUCED WITHOUT WASTE OURING THE ENSUING MONTH.

-
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SUGGESTED CHANGE

RULE 3(a) GAS PURCHASERS OR GAS TRANSPORTERS SHALL NOMINATE: EAEH-MENTH----
EACH GAS PURCHASER OR EACH GAS TRANSPORTER AS HEREIN SROVIDED SHALL FILE w.TH
THE OIVISION ITS NOMINATION FOR THE AMOUNT OF GAS wHICH [T IN GOQO FaTH
DESIRES TO PURCHASE AND/OR EXPECTS TQ TRANSPORT DURING THE ENSUING PHERAFISN
MGNFH ALLOCATION PERIOD FROM EACH GAS PQOOL REGULATED B8Y THIS OROER. THE
PURCHASER MAY ODELEGATE THE NOMINATION RESPONSIBILITY TO THE TRANSPORTZR,
QPERATOR, OR BROKER BY NOTIFYING THE OIVISION'S SANTA FE QOFFICE. ONE CQPY CF
SUCH NOMINATION FOR EACH POOL SHALL BE SUBMITTED TO THE OIVISION'S SANTA <t
QFFICE ON FORM C-121-A BY THE FIRST DAY OF THE MONTH QURING WHICH THE O0IVI-
SION WILL CCNSIDER AT [TS AttSWABEE ALLOCATION HEARING, THE NOMINATIONS FIR
THE SUCCEEDING MEN¥W ALLOCATION PERIOD, THE DIVISION SHALL CONSIDER AT [TS
MONTHE¥~SAS~-ALtEWABEE ALLOCATION HEARING THE NOMINATIONS RECEIVED, ACTUAL
PRODUCTICN, AND SUCH QTHER FACTORS AS MAY BE DEEMED APPLICABLE IN DETERMINING
THE AMOUNT QF GAS THAT MAY BE PROOUCED WITHOUT WASTE DURING THE ENSUING MON¥H
ALLCCATION PERIQO.

THE DIVISION OIRECTOR MAY, AT WIS OISCRETION, SUSPEND THIS RULE AT SUCH TIME
AS [T APPEARS THAT THE NOMINATIONS ARE OF LITTLE OR NO VALUE.

RULE 3(b)1 SCHEDULE: THE OIVISION WILL ISSUE A PRORATION SCHEDULE
SETTING QUT THE AMOUNT OF GAS WHICH EACH GPU MAY PROQUCE QURING SUCH ENSUING
MONTH, ALONG WITH SUCH QTHER INFORMATION AS IS NECESSARY TO SHOW THE ALLOW-
ABLE-PRODUCTION STATUS OF EACH GPU ON THE SCHEDULE.

SUGGESTED CHANGE

RULE 3(b)1 SCHEDULE: THE OIVISION Weke-SHALL [SSUE A GAS PRORATION

NHEEH THE MCNTHLY ALLQWABLE FOR EACH GPU THAT MAY 8E PROD' ") OURING SwéH
© -24iNG-MONFH EACH MONTH OF THE ENSUING CLISSIFICATICN PER! . .S JETEIMINED

"WE_ALLOCATION FEAR[NG, ThE CURRENT CLASS(FICATION OF £4Ca 3PU, AND Act3NG
+:°H SUCH QTRER _NFCRMATION 25 [S NECESSARY 10 SHOW THE ALLCWABLEZ-2ROCLCTICN
STATUS CF EACH GPU CN ThE SCREQULE.
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RULE 3(b)2 PRORATION OF ALL GAS WELLS WITHIN A POOL:
SHALL INCLUDE IN THE PRGRATIIN SCHEQULE THE 3AS WELLS [N THE 325 2005
LATED BY THIS CROER JELIVERING TO A GAS TRANSPCRTER, aNQ SHALL [NCU0E
PRCRATION SCHEDULE ANY WELL WMICH [T FINDS IS 3EING UNREASONABLY T[SCRIM
ED AGAINST THROUGH DENI[AL OF ACCESS TQ A GAS TRANSPCRTATION FaCILI{Tv,
IS REZASONABLY CAPABLE OF HANDLING THE TYPE CF GAS PRODUCED B8Y SUCH WELL.
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C. ALLOCATION AND GRANTING OF ALLOWABLES

RULE 4 FILING OF FORM C-102 AND FORM C-104 REQUIRED: NO GPU SrALL 8E
ASSIGNED AN ALLOWABLE PRICR TO RECEIPT OF FORM (C-102  (WELL LCCATION 240
ACREAGE CEDICATION PLAT) AND THE APPROVAL DATE OF FORM (C-134 (REQUEST FIR
ALLOWABLE AND AUTHCRIZATICN TQ TRANSPORT OIL AND NATURAL GAS).

RULE 5 HOW ALLOWABLES ARE CALCULATED: THE TOTAL ALLOWABLE "0 BE aLL3-
CATED TO EACH GAS POQL REGULATED BY THIS CROER EACH MONTH SHALL 3€ ZlLAL 72
THE SUM OF ALL GAS PURCHASERS' NOMINATIONS FOR THAT POOL, TCGETHER wITH 2Ny
AQJUSTMENT WHICH THE OIVISION DEEMS AQOVISABLE. A MONTHLY ALLOWABLE SHALL 3E
ASSIGNED TO €ACH GPU ENTITLED TO AN ALLOWABLE 8Y ALLOCATING THE P00L  iLila-
ABLE AMCNG ALL SUCH GPUS IN THAT POOL IN ACCORDANCE WITH THE PRQCEDURE 35tT
FORTH IN THESE RULES.

SUGGESTED CHANGE

RULE 5 HOW ALLOWABLES ARE CALCULATED: THE TOTAL ALLOWABLE TO BE ALLC-
CATED, EACH ALLOCATION PERIOD, TO EACH GAS POOL REGULATED 8Y THIS JRDER =42
MENFH SHALL BE EQUAL TO THE SEM--3F-Att-GAS-PUREHASERSL-NOMEINAFIONS-FER--F-AT
POBE-FOGEFHER--WETH-ANY¥--ADJUSTMENTF-WHEIEH--FHE-BEIVESION--BEEMS-ABYE5ABLE -4
MENTHEY-AL EOWABLE-SHALE-BE-ASSEGNEB~FO--EAEH-GPU-ENFEFLED-FB-AN-ALLOWABEE--3¥
ALEOEATING-THE-POBE-ALEOWABEE-AMBNG-AtL-SHEH~GPYS-IN-FHAT-PBOL-EN--ACEORBANEE
WEFH-FHE-PROEEBURE-SEF-FORFH-EN-FHESE-RUELESTESTIMATED MARKET DEMAND AS DETER-
MINED BY THE OIVISION, PLUS ANY AQJUSTMENTS THE OTRECTOR OEEMS NECESSARY 70
EQUATE THE TOTAL POOL ALLOWABLE TO THE ESTIMATED MARKET OEMAND. THE [DIRECTIR
MAY MAKE SUCH ADJUSTMENTS AS HE DEEMS NECESSARY TO COMPENSATE FOR QVERPROOUC-

[CN, UNDERPRODUCTION, ANO QTHER CIRCUMSTANCES WHICH MAY NECESSITA"E SyCH
ADJUSTMENT SO AS TO EQUATE POOL ALLOWABLE TQ THE ANTICIPATED MARKET DEMAND.
THE ESTIMATEQD MARKET DEMANO FOR EACH PQOOL SHALL BE ESTABLISHED FROM ANY
[NFORMATION THE OIRECTOR REQUIRES AND CAN CONSIST OF NOMINATIGCNS FROM 2R~
CHASERS, TRANSPORTERS OR QTHER PARTIES HAVING KNOWLEDGE OF MARKET DEMAND °°R
GAS FROM SUCH POQOLS, ACTUAL PAST PROOUCTION FIGURES, SEASONAL TRENDS, OR  ANY
OTHER FACTORS OJEEMED NECESSARY TOQ ESTABLISH ESTIMATED MARKET DEMAND. THE
OIRECTOR SHALL NOT 8E BOUND TO USE ALL THE [NFORMATION REQUESTED aNO CAN
ESTABLISH MARKET OEEMED BY ANY METHOO SO APPROVED. A MONTHLY ALLQWABLE SHALL
BE ASSIGNED TO EACH GPU ENTITLED TO AN ALLOWABLE BY ALLOCATING THE POQL
ALLOWABLE AMONG ALL SUCH GPYS IN THAT POOL [N ACCORDANCE WITH THE PROCEDURE
SET FORTH [N THE FOLLOWING PARAGRAPHS OF THIS OROER.

RULE 5(a)l 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 S(a)l MARGINAL GPU ALLOWABLE: THE MONTHLY ALLOWABLE TQ BE ASS:IGNED
TO EACH MARGINAL GPU SHALL BE EQUAL TO ITS tAFEST-AVAFLABEE AVERAGE MONTHLY
PRODUCTION FROM THE SAME ALLOCATION PERIQD OF THE PREVIOUS YEAR.




RULE 5(a)2 NON-MARGINAL GPU ALLOWABLE: THE POOL  ALLCWABLE RIMaINING

ida]

EACH MONTH AFTER DEDUCTING TRE TOTAL ALLOWABLE ASSIGNED 70 “23INaL 3.5
SHALL RE ALLOCATED AMONG THE NCN-MARGINAL GPUS ENTITLED TD 4N SL_JwABLE [M
ThE FCLLCWING MANNER (SEE SPECIAL POOL RULES):

(1) IN POOLS WHERE ACREAGE [S THE ONLY PRORATICN FACTGR, THE REMAIN-
ING ALLOWABLE SHALL BE ALLOCATED TO EACH GPU IN THE PROPCRTICIN
“HAT £ACH GPU ACREAGE FACTOR BEARS TQ THE TOTAL ACREAGE 2072
FOR ALL NON-MARGINAL GPUS.

(2)

N

a)

POOLS WHERE ACREAGE AND DELIVERABILITY ARE PRCRATIIN Fil7Izs:

</

A PERCENTAGE AS SET FORTH IN SPECIAL POOL RULES, JF T-=E =CCL
ALLOWABLE REMAINING TO BE ALLCCATED TO NON-MARGINAL 3PUS Sracl
BE ALLOCATED AMONG EACH GPY [N THE PROPORTIQN THAT zZaCH 3Py'S
AD FACTOR BEARS TQ THE TOTAL AD FACTCR FOR ALL NON-MARGINAL
GPUS IN THE PQOQOL; AND

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

SUGGESTED CHANGE

RULE 5(a)2 NON-MARGINAL GPU ALLOWABLE: -FHE-POBE--ALLOWABEE-REMAENING----
EAEH-MENFH--AFTER-DEDHEFING--FHE-FOFAL--ALELOWABEE-ASSEENEB--F6-MARGENAL--5PHS
SHAtE-BE-At=BEATED-AMONG-~FHE-NON-MARGENAL-GPUS-ENFETLED--F0-AN-ALEAWABEE~- N
FHE-FOLEOWENG--MANNER-{SEE--SPECEAL-POBL--RUEEST+NON-MARGINAL GPY ALLOWABLES
SHALL BE JETERMINED IN CONFORMANCE WITH THE APPLICABLE SPECIAL POOL 2WLES.

(1) IN POOLS WHERE ACREAGE IS THE ONLY PRORATION FACTOR, THE REMAEN-

ING TOTAL NON-MARGINAL ALLOWABLE SHALL BE ALLOCATED TO EACH GPU

IN THE PROPORTION THAT EACH GPU ACREAGE FACTOR BEARS TO THE TOTAL
ACREAGE FACTOR FOR ALL NON-MARGINAL GPUS.

IN POOLS WHERE ACREAGE AND DELIVERABILITY ARE PRORATION FACTORS:

a)

b)

A PERCENTAGE AS SET FORTH IN SPECIAL POOL RULES, QF THE Pe8t
NON-MARGINAL ALLOWABLE REMAENENG-FO-BE-ALLOEATEB-FO-NON-MAR-
GENAL-GPYS SHALL BE ALLOCATED AMGNS TQ EACH GPU IN THE PRQOPOR-
TION THAT EACH GPU'S AD FACTOR BEARS TO THE TOTAL AD FACTOR
FOR ALL NON-MARGINAL GPUS IN THE PQOL; AND

THE POBL-AtLOWABLE REMAINING NON-MARGINAL ALLOWABLE ¥6-BE
ASSTGNEB-FO-NON-MARGENAL-G6PUS SHALL BE ALLOCATED TQ NON-MARGIN-
AL GPUS AMONG EACH GPU IN THE PROPORTION THAT EACH GPU'S ACRE-
AGE FACTOR BEARS TQ THE TOTAL ACREAGE FACTOR FOR ALL NON-MAR-
GINAL GPUS IN THE POOL.




3 NEaLY

RULE 5(b)1 NEW CONNECTS ASSIGNMENT OF ALLOWABLES: ALLCWABLES
COMPLETED 3AS WELLS SAALL CoMMENCE:
OLS WHE2E ACREAGE [S THE CNLY PRCRATION FACTCR, CN THE DATE IF

0

T DELIVERY OF GAS T A GAS TRANSPORTER AS OEMONSTRATED BY AN
AVIT FURNISHED BY THE TRANSPORTER TQ THE APPRCPRIATE DIVISICN
RI
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[T JFTICE OR THE APPROVAL DATE OF FORM C-102 AND FO3M C-1l4
rE/ER IS LATER; or,

‘1‘ = T} .
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(8) IN POOLS WHERE ACREAGE AND DELIVERABILITY ARE PRCGRATICN FiCTlRS:
1) AN ACREAGE FACTOR ALLCWABLE WILL BE ASSIGNED THE LATER CF:
a) THE DATE OF FIRST DELIVERY OF GAS TO A GAS TRANSPORTER S
OEMONSTRATED BY AN AFFIDAVIT FURNISHED BY THE TRANSPCRTER
TO THE APPROPRIATE DIVISION DISTRICT QFFICE.
b) THE APPROVAL OATE OF FORM C-102 ANO FORM C-1C4.

2) A DELIVERABILITY FACTOR ALLOWABLE WILL BE ASSIGNED THE _ATER OF:
a) THE DATE OF FIRST DELIVERY.

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

SUGGESTED CHANGE
RULE 5(b)1 NEW CONNECTS ASSIGNMENT OF ALLOWABLES:
ADD NEW PARAGRAPH(C)

(C)  ALLCWABLES ASSIGNED TO NEW CONNECTS COMPLETED WITHIN AN ALLOCA-
TICN PERIOD SHALL BE EQUAL TO THE ALLOWABLE ASSIGNED TO A NON-
MARGINAL GPU OF SIMILAR ACREAGE OR ACREAGE AND OFLIVERABILITY
FACTORS AS AOJUSTEQD TO THE EFFECTIVE DATE OF THE ALLOWABLE AS
HEREIN PROVIDED.

RULE 5(b)2 NEW CONNECT MAXIMUM PRODUCING PERIOD: NO WELL LOCATED 'N 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 QELIVERABILITY TEST MAY
BE ASSIGNED PRODUCING AUTHORIZATION 8Y THE DOIVISION DISTRICT OFFICE FOR
PURPQSES OF CONDUCTING SUCH TEST. EXCEPT AS PROVIDED 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 ASSIGNED SHALL BE EFFECTIVE ON THE DAY THAT THE DELINQUENT DELIVER-
ABILITY TEST IS RECEIVED IN THE APPROPRIATE OIVISION OISTRICT OFFICE.



RULE 6 GAS CHARGED AGAINST GPU'S ALLOWABLE: £XCEPT AS PROVICED [V "HE
SPECIAL PNOL RULES, THE vOLUME CF PRODUCED GAS SQLO  oR BENE: ClALLy sl
OTHER THAN LEASE FUEL FROM EACH GPU SHALL BE CHARGED AGAINST THE 3PU'S AL.JW-
ABLE: HCWEVER, THE GAS USED IN MAINTAINING THE PRODUCING ABIL;I' OF THE AELL
SHALL NOT 3E CHARGED AGAINST THE ALLOWABLE.

RULE 7 CHANGE IN ACREAGE: [F, OURING A PRORATION  MONTH, THE ACREAGE
ASSIGNED TJ A GPU IS CHANGED, THE CJPERATOR SHALL JURING SUCH MCNTH NQTIFY ~
APPROPRIATE CIVISION OISTRICT QFFICE IN WRITING OF SUCH CHANGE 3Y FILING
REVISED PLAT (FORM C-102). THE REVISED ALLOWABLE ASSIGNED THE GPU SRALL
EFFECTIVE ON THE FIRST Q0AY OF THE MONTH FOLLOWING RECEIPT OF THE NOTIFIZa
TION.

1
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SUGGESTED CHANGE

RULE 7 CHANGE 1IN ACREAGE: [F;--BUREINB-A-PRORAFTION--MENFH; THE ACREAGE
ASSIGNED TO A GPU IS CHANGED, THE OPERATOR SHALL BUREING-SHEH-MENFH NOTIFY THE
APPROPRIATE DIVISION DISTRICT OFFICE IN WRITING QF SUCH CHANGE BY FILING A
REVISED PLAT (FORM C-102). THE REVISED ALLOWABLE, AS QETERMINEQ BY THE DIv[-
SION, ASSIGNED TO THE GPU SHALL BE EFFECTIVE ON THE FIRST DAY OF THE MONTH
FOLLOHING RECEIPT OF THE NOTIFICATION.

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

SUGGESTED CHANGE

RULE 8 MINIMUM ALLOWABLES: AFTER NOTICE AND HEARING, THE DIVISICN MAY
ASSIGN MINIMUM ALLOWABLES FOR PRORATED GAS POOQLS TQ AVQIO WASTE, ENCOURAGE
EFFICIENT JPERATIONS, AND iN--BRBER TQ PREVENT THE PREMATURE ABANOONMENT OF
AELLS. (SEt SPECIAL POOL RULES FOR MINIMUM ALLOWABLE AMOUNT.) IN DETERMINING
THE VOLUME OF MINIMUM ALLOWABLE FOR A WELL WITH A STANDARD PRORATION UNIT,
THE OIVISION SHALL TAKE [NTQ ACCOUNT ECONOMIC AND ENGINEERING FACTORS SUCH AS
DRILLING AND OPERATING COSTS, ANTICIPATED REVENUES, TAXES, AND ANY OTHER SUCH
QATA THAT WILL ESTABLISH THAT THE ULTIMATE RECOVERY QF HYOROCARBONS WILL BE
INCREASED FROM THE POOL AS A RESULT QF THE ADQOPTION QOF A MINIMUM ALLOWABLE
FOR_THE POOL. ONCE ADOPTED, THE MINIMUM ALLOWABLE FOR WELLS WITH NON-STANDARD
PRORATION UNITS SHALL BE PROPORTIONALLY ADJUSTED.




RULE 9(a) DELIVERABILITY TESTS: [N PCCLS WRERE ACREAGE 4NO CELI/ER2B].-
ITY ARE PRCRATICN FACTORS, DELIVERABILITY TZSTS TAKEN IN  AZIIROANCE  ~17-
OIVISION RULES SHALL R3E USED IN CALCULATING ALLCWABLES FCR TmE  SUCIEZIING
PROIATICN PERIOD. DELIVERABILITY SHALL BE OETERMINED [N ACCCROANCE ~ITH T=E
PROVISIONS OF THE APPROPRIATE TEST MANUAL (SEE MANUAL OF GAS WELL TESTING
RULES ANQ PROCEDURE).

SUGGESTED CHANGE

RULE 9(a) DELIVERABILITY TESTS: IN PCOLS WHERE BOTH ACREAGE AND Z2ELIV-
ERABILITY ARE PRQORATION FACTORS, OELIVERABILITY TESTS TAKEN IN ACTCORIANCE
WITH DIVISION RULES SHALL BE USED IN CALCULATING ALLOWABLES FOR THEZ SuC{fed-
ING PRORATION PERIOD. DELIVERABILITY SHALL BE DETERMINED [N ACCCRIANCE 417H
THE PROVISIONS OF THE APPROPRIATE TEST MANUAL (SEE MANHAE-3F GAS WELL TESTING
MANUAL RUEES-ANB-PREEEBHRE FOR 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, SRALL

BECOME EFFECTIVE THE LATER OF:

1) THE DATE OF REDELIVERY AFTER SUCH ACTIVITY, SUCH DATE 70 BE
INDICATED ON THE SUNDRY NOTICE (IF A SUNDRY NOTICE IS REQUIRED)
AND ON THE REMARKS PORTION OF THE FORM (-122-A; OR,

2) 90 DAYS PRIOR TO THE OATE OF RECEIPT OF THE APPROPRIATE DELIVER-
ABILITY TEST REPORT FORM AT THE APPROPRIATE DIVISION DISTRICT
CFFICE,

A CHANGE IN A WELL'S DELIVERABILITY QUE TO ANY OTHER REASON
SHALL BECOME EFFECTIVE ON THE FIRST DAY OF THE MONTH FOLLOWING
THE MONTH DURING WHICH THE RETEST IS APPROVED [N THE APPROPRIATE
DIVISION OISTRICT OFFICE.

RULE 9(c) EXCEPTIONS TO DELIVERABILITY TESTS: THE DIRECTOR OF THE OIL
CONSERVATION OIVISION SHALL HAVE AUTHORITY TQO ALLOW EXCEPTIONS TO THE ODELIV-
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 AND IF GRANTED MAY BE REVOKED BY THE OIRECTOR AT
ANY TIME BY REQUESTING THE WELL TO BE SCHEDULED AND TESTED IN ACCOROANCE 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 PRODUCING 250 MCF PER MONTH FOR
PICTURED CLIFFS FORMATION WELLS AND 2,000 MCF PER MONTH FOR DEEPER FORMA-
TIONS. (SEE "GAS WELL TESTING RULES AND PROCEDURES".)



D. BALANCING OF PRODUCTION

RULE 10(a) UNDERPROOUCTION: ANY NON-MARGINAL GPU ~HICH HAS AN UNOERPRO~
OUCED STATUS AS OF THE END CF A GAS PRORATICN PERIOD SHALL 8E ALLCWED 70
CARRY SUCH UNDERPROOUCTION FORWARD [NTO THE NEXT GAS PRORATION PERIJQ AND MAY
PRODUCE SJCH JNCERPRCDUCTICN IN AQOITION TO THE ALLOWABLE 3SSIGNED JLRING
SUCH SUCCEEDING PERIOD. ANY UNDERPRODUCTION CARRIED FCRWARD INTO A 3AS PRCRa-
TION PERIOD AND REMAINING UNPRCOUCED AT THE END OF SUCH GAS PRORATIIN PERITD
SHALL BE CANCELLED.

RULE 10(b) BALANCING UNDERPROOUCTION: PRODUCTION DURING ANY CNE MONTH CF

A GAS PRORATION PERIOD IN EXCESS OF THE ALLOWABLE ASSIGNED 7O A GPU FOR SLCH
MONTH SHALL BE APPLIED AGAINST THE UNDERPRODUCTION CARRIED INTO SUCH PERICD
IN DETERMINING THE AMOUNT OF ALLOWABLE, [F ANY, TQ BE CANCELLED.

RULE 11(a) OVERPROOUCTION: ANY GPU WHICH HAS AN OQVERPRODUCED STATUS AS

OF THE END OF A GAS PRORATION PERIOO SHALL CARRY SUCH OVERPROOUCTION FCRWARD
INTO THE NEXT GAS PRORATION PERIOO. SAID OVERPROOUCTION SHALL BE MADE UP 8Y
UNDERPRODUCTION DURING THE SUCCEEDING GAS PRORATION PERIOD. ANY GPU WHICH HAS
NOT MADE UP THE OVERPRODUCTION CARRIED INTO A GAS PRORATION PERIOD 3Y THE END
OF SAID PERIOD SHALL BE SHUT IN UNTIL SUCH QVERPROOUCTION IS MADE 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 TS 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, TwELJE
TIMES ITS AVERAGE MONTHLY NON-MARGINAL ALLOWABLE FOR THE MONTHS AVAILABLE),
[T SHALL BE SHUT [N UNTIL [TS OVERPRQOUCTION [S LESS THAN TWELVE TIMES I[TS
AVERAGE MONTHLY ALLOWABLE, AS OETERMINED HEREINABOVE.

SUGGESTED CHANGE

RULE 11(b)(1) TWELVE-TIMES QOVERPRODUCED, NORTHWEST: FOR THE PRORATED GAS
POOLS OF NORTHWEST NEW MEXICO, IF IT IS DETERMINED THAT GPU [S OVERPROOUCED
IN AN AMOUNT EXCEEDING TWELVE TIMES ITS AVERAGE-MON¥HtY CURRENT YEAR JANUARY
ALLOWABLE FBR-FHE-PRECEDENG-FWELVE--MONTHS (OR, IN THE CASE OF A NEWLY CON-
NECTED WELL, A _MARGINAL WELL, A-WEEE--IN-A-NEWLY--PRORATEB-POOE OR A WELL
RECENTLY RECLASSIFIED AS NON-MARGINAL, TWELVE TIMES #¥S-AVERAGE-MONTHE¥--NON-
MARGENAL-ALLOWABLE-FOR-FHE-MONTHS-AVAELABLE THE JANUARY ALLOWABLE ASSIGNED TQ
A NON-MARGINAL GPU OF SIMILAR ACREAGE AND OELIVERABILITY FACTORS), [T SHALL
BE SHUT IN UNTIL ITS OVERPRODUCTION [S LESS THAN TWELVE TIMES [TS AVERAGE
MENFHEY JANUARY ALLOWABLE, AS OETERMINED HEREINABOVE.

RULE 11(b)(2) SIX-TIMES OVERPRODUCED, SOUTHEAST: FOR THE PRORATED GAS
POOLS OF SOUTHEAST NEW MEXICO, I[F IT [S DETERMINED THAT A GPU IS OVERPRODUCED
IN AN AMOUNT EXCEEDING SIX TIMES [TS AVERAGE MONTHLY ALLOWABLE FOR THE PRE-
CEDING TWELVE MONTHS (OR, I[N 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.



SUGGESTED CHANGE
RULE 11(b)(2)  SIX-TIMES OVERPRODUCED, SOUTHEAST: FCR THE PRORATED GAS

POOLS -F SOUTHEAST NEW MEXICO, [F [T IS QETEIMINED THAT A GPU IS JVERPRGCLCED
IN AN SMOUNT  EXCEEZING SIX TIMES [TS AVERAGE-MENFHE¥ CURRENT 4R _ANLARY
ALLCWABLE FIR-FHE-PIEEEBING-TWELYE--MONFHS (OR, IN THE CASE OF A NEWLY CIN-

NECTED WwELL, 3 MARGINAL w~ELL, A-wEEk--IN-A-NEWE¥--PRORAFEB-PBBE CR 2 aElL

GINAL-ALLOWABEE-FOR-THE-MONFHS--A¥ALEABEETHE SANUARY ALLCWABLE aSS5IGNED 7T A
NON-MARGINAL GPU OF A SIMILAR ACREAGE FACTOR), [T SHALL BE SHUT IN UNTIL 173
OVERPROCUCTION IS LESS THAN SIX TIMES ITS A¥ERAGE JANUARY AL_IWABLE. 23
DETERMINED HEREINABOVE.

RULE 11(c) EXCEPTION TO SHUT IN FOR OVERPRODUCTION: THE DIRECTOR OF 7HE

OIL CONSERVATION OIVISICN SHALL HAVE AUTHORITY TQO PERMIT A GPU AHICH IS
SUBJECT TO SHUT-IN, PURSUANT TO RULES 11l(a) OR 11(b) ABOVE TO PRODUCE LP 7D
250MCF OF GAS PER MONTH UPON PROPER SHOWING TO THE DIRECTQR THAT CIMPLETE
SHUT-IN WOULD CAUSE UNDUE HARDSHIP, PROVIDED HOWEVER, SUCH PERMISSION “AY 3E
RESCINDED FOR ANY GPU PRODUCED IN EXCESS OF THE MONTHLY RATE AUTHCRIZED 1BY
THE DIRECTOR.

RULE 11(d) BALANCING OVERPRODUCTION: ALLOWABLE ASSIGNED TO A GPU CURING

ANY ONE MONTH OF A GAS PRQORATION PERIOD IN EXCESS OF THE PRODUCTICN FIR THE
SAME MONTH SHALL 8E APPLIED AGAINST THE OVERPROOUCTION CHARGEABLE TQ SUCH
GPU IN OETERMINING THE AMOUNT OF OVERPRODUCTION WHICH MUST 3E MADE UP
PURSUANT TO THE PROVISION OF RULES 1l(a) OR Ll1l(b) ABOVE.

RULE 11(e) EXCEPTION TO BALANCING OVERPRODUCTION: THE DIRECTOR MAY ALLCW
OVERPRODUCTION TO BE MADE UP AT A LESSER RATE THAN PERMITTED UNDER RULES
11(a), Ll{b), OR ll(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
[S OVERPRODUCED, THE OPERATQOR MUST TAKE THE NECESSARY STEPS T~ REDUCE PROOUC-
TION IN ORDER TO REDUCE THE OVERPROOUCTION.

ANY OVERPROOUCTION EXISTING AT THE TIME OF OQOESIGNATION OF A WELL AS A HARD-
SHIP GAS WELL OR ACCRUING TO THE GPU THEREAFTER SHALL BE CARRIED FORWARD
UNTIL SUCH TIME AS IT IS MADE UP BY UNDERPROOUCTION.

NO GPU CONTAINING A HARDSHIP GAS WELL, WHICH GPU IS QOVERPRODUCED, SHALL BE
PERMITTED TO PRODUCE AT A RATE HIGHER THAN THE MINIMUM PRODUCING RATE AUTHOR-
[ZED BY THE OIVISION.

RULE 11(g) MORATORIUM ON SHUT-INS: THE DIRECTOR 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 DEMAND EMERGENCY UPON PROPER
SHOWING THAT SUCH EMERGENCY EXISTS, AND THAT A SIGNIFICANT NUMBER OF THE
WELLS IN THE POOL ARE SUBJECT TQ SHUT-IN PURSUANT TO THE PROVISIONS OF RULES
11(a), 11(b) or 11(f) ABOVE. NO MORATORIUM BEYOND THE AFOREMENTIONED THREE
MONTHS SHALL BE GRANTED EXCEPT AFTER NOTICE AND HEARING.
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RULE 11(h) BESINNING APRIL 1, 1386 AND CR A PERICO CF FIVE vE3RS 7w
AFTER, UNLESS FURTHER EXTENDED QR SHORTENED 3Y THE DIRECTCR AFTER NOT]
HEARING, THE DIRECTOR MAY REINSTATE ALLIWABLE TO WELLS WHICH SUF=2R8] CJaNCEL-
LATION OF ALLOWABLE UNDER RULES 10(a) 2R 13(b),CR LOSS OF ALLIWABLE JLE 70
RECLASSIFICATION OF A WELL UNDER RULE 13(a), [F SUCH CANCELLATIIN OR L3SS CF
ALLCWABLE WAS CAUSED BY NCN-ACCESS OR LIMITEQ ACCESS TO THE AJERAGE MARKET
DEMAND [N THE POOL RATHER THAN INABILITY OF THE WELL TO PROOUCE. UPCN PETI-
TION, TCGETRER AITH A SHOWING OF CIRCUMSTANCES WHICH PREVENTED PROQUCTICN IF
THE NON-MARGINAL ALLOWABLE, ANO EVIDENCE THAT THE WELL WAS CAPABLE CF 2RCCUC-
ING AT ALLOWABLE RATES DURING THE PERIOD FOR WHICH REINSTATEMENT IS REZUEST-
E0, THE ALLOWABLE MAY BE REINSTATED I[N SUCH AMOUNTS NEEDED TO AvOID CLRTA[L-
MENT QR SHUT-IN OF THE WELL FOR EXCESSIVE QVERPRODUCTION. SUCH PETITION SHALL
BE APPROVED ADMINISTRATIVELY OR DOCKETED FOR HEARING WITHIN 30 DAYS AFTER

RECEIPT IN THE OIVISION'S SANTA FE OFFICE.
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E. CLASSIFICATION OF GPUS

RULE 12(a) CLASSIFICATION PERIOD: THE PRCRATION PER[QD SHALL 3£ 3I
INTO “HREE CLASSIFICATION PERIJOS CF FCUR MONTHS EACH, COMMENCING
AUGUST 1, AND CECEMBER I.

IViJED
APRIL

SUGGESTED CHANGE
RULE 12(a) CLASSIFICATION PERIOD: THE PRORATION PERICO SHALL 88 C2IVITED

INTO FHREE FCUR CLASSIFICATION PERIODS OF FOYR THREE MONTHS EACH, CIMMENCING
APRIL 1, AHGESF-1;-ANB-BEEEMBER-++ JULY 1, OCTOBER 1, AND JANUARY 1.

RULE 12(b) RECLASSIFICATION BY THE DIRECTOR: THE OIRECTOR OQF T=E OIL
CONSERVATION OIVISION MAY RECLASSIFY A MARGINAL OR NON-MARGINAL GPU AT 2vv
TIME THE GPU'S PROOUCING ABILITY JUSTIFIES SUCH RECLASSIFICATION.

THE DIRECTOR MAY SUSPEND THE RECLASSIFICATICN OF GPUS WHICH WOULD BE =F=:Z(-
TIVE ON AUGUST 1 and DECEMBER 1 ON HIS OWN INITIATIVE OR UPON PROPER ShCWING
BY AN INTERESTED PARTY, SHOULD [T APPEAR THAT SUCH SUSPENSION IS NECESSARY ™0
PERMIT UNDERPRODUCED GPUS WHICH WOULD OTHERWISE BE RECLASSIFIED, A PROFPER
OPPORTUNITY TO MAKE UP SUCH UNDERPROODUCTION.

SUGGESTED CHANGE

RULE 12(b) RECLASSIFICATION 8Y THE DIRECTOR: THE OIRECTOR OF THE O2IL
CONSERVATION OIVISION MAY RECLASSIFY A MARGINAL OR NON-MARGINAL GPU AT  ANY
TIME THE GPU'S PRODUCING ABILITY JUSTIFIES SUCH RECLASSIFICATION.

THE DIRECTOR MAY SUSPEND THE RECLASSIFICATION OF GPUS WHEEH-wBYtB-BE--EFFc€-
FEVE-ON-AHEYST-1-amd-BEEEMBER-+ ON HIS OWN INITIATIVE OR UPON PROPER SHOWING
BY AN [NTERESTED PARTY, SHOULD [T APPEAR THAT SUCH SUSPENSION IS NECESSARY 70
PERMIT UNDERPROOUCED GPUS WHICH WOULD OTHERWISE 8E RECLASSIFIED, A PROPER
OPPORTUNITY TQ MAKE UP SUCH UNDERPROOUCTION.

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



SUGGESTED CHANGE

RULE 13(a) RECLASSIFICATION TO MARGINAL: A NCON-MARGINAL ~EL. MAY 8E
RECLASSIFIED AS MARGINAL [N EITHER QF THE FOLLOWING WAYS:

/1'AFTER THE PRODUCTION DATA IS AVAILABLE FOR THE LAST MONTH OF £aCH
CLASSIFICATION PERIQD, ANY GPU WHICH HAD AN UNDERPROQUCED STATLS AT
THE BEGINNING OF THE ALLOCATICN PERIQD SHALL BE RECLASSIFIED TQ
MARGINAL IF ITS HIGHEST SINGLE MONTH'S PRODUCTICN DURING ThE CLASSIFi-
CATION PERIOD IS LESS THAN [TS AVERAGE MONTHLY ALLOWABLE 2URING SLCH
PERIOD; HOWEVER, THE OPERATOR OF ANY GPU SO CLASSIFIED, CR O7hER
INTERESTED PARTY, SHALL HAVE 30 DAYS AFTER RECEIPT OF NOTIFICATICN CF
MARGINAL CLASSIFICATION IN WHICH TQ SUBMIT SATISFACTGRY EVICENCE ~C
THE DIVISION THAT THE GPU IS NOT OF MARGINAL CHARACTER AND ShCULD NCT
BE SO CLASSIFIED; CR

(2)A GPU WHICH IS UNDERPRODUCED MORE THAN THE OVERPRODUCTION LIMIT 2§
DESCRIBED [N 11(b)(1) OR L1(b)(2), WHICHEVER [S APPLICABLE, SHALL BE
RECLASSIFIED AS MARGINAL.

RULE 13(b) CANCELLATION OF UNDERPRODUCTION ON MARGINAL GPU: A GPU WHICH

IS CLASSIFIED AS MARGINAL SHALL NOT BE PERMITTED TQ ACCUMULATE UNDERPROCUC-
TION, AND ANY UNQOERPROOUCTION ACCRUED TO A GPU PRIOR TQ [TS CLASSIFICATION AS
MARGINAL SHALL BE CANCELLED.

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

A MARGINAL GPU HAS PRODUCED MORE THAN THE TOTAL ALLOWABLE FOR THE MONTH WhICH
WOULD HAVE BEEN ASSIGNED [F SUCH GPU HAD BEEN CLASSIFIED NON-MARGINAL, THE
MARGINAL GPU SHALL BE RECLASSIFIED AS A NON-MARGINAL GPU.

SUGGESTED CHANGE

CLASSIFICATION PERIOD, A MARGINAL GPU HAS PRODUCED MORE FHAN-FHE-FOTAL-ALtOW-
ABLE-FOR-FHE~MEONFH-WHEEH-WOUED-HAVE-BEEN-ASSEGNEB-1F-SHEH-GPY~HAB-BEEN--€LAS-
STFIED-NON-MARGEINAL;-FHE~-MARGENAL GAS OURING THE PRORATION PERIOD TO THAT
TIME THAN ITS SHADOW ALLOWABLE FOR THAT SAME PERIQO, THE GPU SHALL BE RECLAS-
SIFIED AS A NON-MARGINAL GPU.




RULE 14(b) REINSTATEMENT OF STATUS: 3N OPE2273% OF 3 §py BEING 2E._33I-
STED AS NON-MARGINAL ARICH GPU  wAS CLASSIFISZ MARGINAL AT THE 240 IF
331CR CLASSIFTCATION PERICO MAY HAVE TLIGIBLE _NDERAGE REINSTATED :ND I3
STATUS ADSUSTED ACSOROINGLY BY DEMONSTRATING THAT THE GPU COULD =AvE PRIC
1 NCN-MARGINAL ALLIWABLE PRICR TO [TS RECLASSIFICATION. (IF TRE 3PU nAD
CLASSIFIED AS MARGINAL FCR CNE PRORATION PERIOD ONLY, OR A PCRTION CF -
PRORATION PERIOD ONLY, ANY UNOERPRODUCTION CANCELLED AS THE RESULT OF  Sul-
CLASSIFICATION SHALL 3E REINSTATED.) ALL UNCCMPENSATED-FOR QVERPRCCUCTIZN
ACCRUING TO THE 3Py ~HILE MARGINAL SHALL 3% CHARGEABLE UPCON RECLASSIFICATIIN
TO NON-MARGINAL.
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SUGGESTED CHANGE

RULE 14(b) REINSTATEMENT OF STATUS:AN--SPERAFOR-8F A GPU BEING RECLASSI-
FIED AS TQ NON-MARGINAL WHEEH4-GPH-NAS--CEASSEFEEB-MARGEINAE-AF-FHE-ENB-OF--HE
ELASSEFIEATION-PERIOB--MA¥- -AVE-ELIGIBLE--UNDERAGE--REINSFAFED-ANB--£55--Hi=
SFATHS~ABJHSFEB-ACEORBENGEY- - ¥-BEMONSTRAFEING-FHAF-FHE-GPH-COHEB-HAYE-PREBEESS
A-NON-MARGEINAL-ALEOWABEE-PRECR-FO-$F5-RECEASSEFEEAFION - EF-FHE-SPY-HAB--3EN
ELASSEFEER-AS-MARGENAE--FOR-ONE-PRORATEION--PEREIOB-BNE¥;-OR-~A-PBRF1GN-3F--3NE
PRORAFEON-PERIOD-ONE¥ s -AN¥--INBERPROBUEFtON-CANEELLEB-AS--FHE-RESHEF-8F--SbsH
ELASSEFEEATION-SHALE-~BE-REINSFATEBY  UNDER THE PROVISIONS GOF RULE 14{a)
SHALL HAVE REINSTATED TO IT ALL UNDERPRODUCTION WHICH ACCRUED COR WOULD =AvE
ACCRUED AS A NON-MARGINAL GPU FROM THE CURRENT PRORATION PERIQO. UNOERZROCUC-
TION FROM THE PRIOR PRORATION PERIOD MAY BE REINSTATED AFTER NOTIZE AND
HEARING. ALL UNCOMPENSATED-FOR OQVERPROOUCTION ACCRUING TQ THE GPU wHILE
MARGINAL SHALL BE CHARGEABLE UPON RECLASSIFICATION TO NON-MARGINAL.




F. REPORTING OF PRODUCTION

RULE 15(a) C-111 REPORT (GAS TRANSPORTER'S MONTHLY REPORT): £1CH 3AS
TRANSPORTER [N EACH OF THE CESIGNATED GAS °00LS REGULATED 3Y THIS JRDER SHALL
SUBMIT A REPORT, A5 REQUIRED 8Y GENERAL RULE 1111, TO THE DIVISION SO 35 73
REACH THE JIYISION IN OR BEFORE THE 15TH DAY OF THE MONTH NEXT SUCCEEDING TrE
MONTH IN WHICH THE GAS WAS TAKEN. SUCH REPORT SHALL BE FILED ON FIRM C-1l1
WITH THE WELLS BEING LISTEQD IN APPROXIMATELY THE SAME ORDER 35 "HEY 2RE
LISTED ON THE PRORATION SCHEDULE. FORM C-111 REZERRED TO HEREIN SHALL 3f
SUBMITTED IN TRIPLICATE, THE ORIGINAL BEING SENT "0 THE OIVISION'S SiNTA 7f
OFFICE: THE SECOND COPY TO THE HOBBS OISTRICT OFFIZE, AND THE THIRD CCPY, IF
NEEDED FOR WELLS IN SUCH DISTRICT, TO EITHER THE ARTESIA OR AZTEC 3ISTRICT
OFFICE AS APPROPRIATE.

SUGGESTED CHANGE

RULE 15(a) C-111 REPORT (GAS TRANSPORTER'S MONTHLY REPORT): EACH GAS
TRANSPORTER IN EACH OF THE DESIGNATED GAS POQLS REGULATED 8Y THIS ORDER 2NQ
AS IDENTIFIED ON FORM C-104 SHALL SHBMi+ FILE FORM C-111 REPORT. Aa5--REQURED
B¥-GENERAL-RUtE-1113-FO-FHE-BEVESION-50-AS-FO-REAEH~FHE-BEVE5EON-EN-GR-BEFGRE
FHE-15FH-DA¥-~OF -FHE-MONFH--NEXF-SHECEEBEING-FHE--MONFH-IN~-WHEEH~~FHE-GAS--mAS
FAKENT SUCH A REPORT SHALL BE FILED ON FORM C-111 AS REQUIRED BY GENERAL RULE
1111, WEFH-FHE-WELES-BEING-tISTEB-IN-APPROXEMATELY¥~FHE-SAME-ORBER-AS-FHEY-ARE
t1SFEQ-ON-FHE--PRORAFEION-SEHEBHEE: FORM C-111 REFERREB-¥6--HEREEN SHALL BE
FILED SuUBMEFFEB-IN-FREIPEEICAFE WITH THE ORIGINAL BEING SENT TQ THE OIVISICN'S
OFFICE IN SANTA FE OFFFEE, FHE ONE SEEONB COPY TO THE HOBBS DISTRICT GFFICE,
AND FHE CNE FHERB COPY TO THE_APPROPRIATE #F-NEEBEB--FOR-WELLS-N- SUEH--B%S-
TREEF--F9-E I FHER-FHE-ARFESTA-OR--AZFEE DISTRICT OFFICE IN WHICH THE LEASE IS
LOCATED [F OTHER THAN HOBBS AND SHOULD BE MAILED IN TIME TO REACH THE OIVI-
SION OFFICE ON QR BEFQRE THE 15TH QAY OF THE MONTH NEXT SUCCEEJDING THE MONTH
IN WHICH THE GAS WAS TAKEN. AS-APPROPREAFE:

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

RULE 15(c) REPORTING OF PRODUCTION (DAYS CRITERIA): UPON APPROVAL BY THE
OIRECTOR OF THE OIL CONSERVATION OIVISION AS TO THE SPECIFIC PROGRAM TQ B8E
USED, ANY PRODUCER OR TRANSPORTER OF GAS MAY BE PERMITTED TO REPQRT METERED
PROOUCTION OF GAS ON A CHART-PERIOD BASIS; PROVIDED 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 DAYS.

(2) REPORTED OAYS MAY INCLUOE AS MANY AS THE LAST 7 DAYS OF THE PREVI-
QUS MONTH BUT NQ OAYS QF THE SUCCEEDING MONTH.

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

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



G. GENERAL

RULE 16 FLARED QR VENTED GAS: MO 3AS PRODLCED FROM THE 3AS PICLS =EGJLA™-
€D 3v "A4IS JROER SHALL BE FLARED OR VENTED.

RULE 17 NON-COMPLIANCE OF RULES AND REGULATIONS: FA[LURE TQ TCMPLY wI7H

THE PROVISICNS JF THESE RULES SHALL RESULT IN THE CANCELLATIIN COF  2L_JAA3LEZ
ASSIGNED TO THE AFFECTED GPU. NO FURTHER ALLCWABLE SHALL 8E ASSIGNED 73 7-F
AFFECTED GPU UNTIL ALL RULES AND REGULATICNS ARE CCMPLIED WITH. T=E CZIREC7IR
SHALL SENO WRITTEN NOTICE TO THE CPERATOR OF THE GPU ANO TQ TrE PURCHASER IF
THE DATE JF ALLCWABLE CANCELLATION AND THE REASON THEREFOR.

RULE 18 GAS WELL DELIVERY NOTICES: ALL TRANSPCRTERS OR USERS OF 3AS SHALL
FILE GAS WELL DELIVERY NOTICES WITH THE DIVISION WITHIN 30 DAYS AFTER ~=f
DATE OF FIRST [CELIVERY OR REDELIVERY [N ACCCROANCE WITH THE PROVISICNS CF
RULE 3(b).

SUGGESTED CHANGE

RULE 18 GAS WELL DELIVERY NOTICES: ALL GAS TRANSPORTERS, AS JESIGNATED CN
FORM C-104 BR~HSERS-BF--GAS SHALL FILE FORM C-135 GAS WELL OELIVERY NOTIZES
WITH THE DIVISION WITHIN 30 DAYS AFTER THE DATE QF FIRST QELIVERY (R
REDELIVERY IN ACCORDANCE WITH THE PROVISIONS OF RULE 4 5(b) AND 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 [T IS NECESSARY TO SHUT IN MARGINAL WELLS. SUCH NOTICE
SHALL BE MADE WITHIN 30 DAYS FOLLOWING THE END OF SUCH MONTH AND SHALL IN-
CLUDE DATA AS MAY BE REQUIRED BY THE DIRECTOR. THIS REPORT SHALL NOT INCLUQE
WELLS SHUT [N FQR REQUIRED TESTING, CONNECTION OF NEW WELLS IR WELLS SHUT IN
BY THE OPERATOR.

SUGGESTED CHANGE
RULE 19 DELETE
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Dockets Hos. 21-90 and 22-90 are tentatively set for July 25, 1990 and August 8, 1390. Applications for near:ng must Ze ¢ 'eq it
least 22 days in advance of hearing date.

DOCKET: EXAMINER HEARING - WEDONESOAY - JULY 11, 1990

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

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

ALLOWABLE:

CASE 9995:

CASE 9996:

CASE 49997:

CASE 9973:

CASE 9950:

(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 producticn of gas for August, 1990, from four prorated gas peols in San Juan, Rio
Arriba, and Sandoval Counties, New Mexico.

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
underiying ali 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 [ndian 8asin 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 £ast lines (Unit P) of said Section 8. Also to be considered will be the cost of re-entering and recompieting
said well and the ailocation 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 {nvolved in the re-entering and recompietion of
said well. Said unit is located approximately 3.75 miles west-northwest of the Marathon 0i1 Company [ndian Basin Gas
Plant.

Application of TX0 Production for an unorthodox ofl weil location, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks approval for an unorthodox ofl well location for its proposed Yates Federal Well No. 16 to be grilled
2540 feet from the South line and 100 feet from the East line (Unit I) of Sectton 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 satd well forming
a standard statewide 40-acre oil spacing and proration unit for said pool. Safd unit {s located approximately 7.5 miles
west northwest of the junction of U.S. Highway 62/180 and old New Mexico Highway 31.

Application of TX0 Production for compuisory pooling, Eddy County, New Mexico. Applicant, in the above-styied 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 in the following manner: the £/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 al) formations and/or pools developed on 160-acre spacing within
satd 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 ail 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 wall to be drilled at a
standard location 1980 feet from the South line and 660 feet from the East line (Unit [) of said Section 20. Alsc 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 a3 charge for
risk involved in drilling said well. Said area is located approximately 7.5 miles west by north of Lakewood, New Mexico.

(Continued from June 27, 1990, Examiner Hearing.)

Application of Manzano 01! 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 ac in Section 14, Township 19 South, Ran?c 33 €ast, and
in the following described manner: the E/2 to form a standard 320-acre gas spacing and proration unit for any and al!
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 Quatl 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 actua) operating costs
and charges for supervision, designation of applicant as operator of the wel) and a charge for risk involved in drilling

:?121\7;)'; S:id well location is approximately 7 miles southwest by west of the old Hobbs Army Air Corps Auxiliary
rfield No. 4.

{Continued from June 27, 1990, Examiner Hearing.)

Application of Meridian 011, Inc. for compulsory pooling, Eddy County, Mew 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 £/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 wel) to be drilled at a standard gas wel) location thereon. Also to be considered will be the
cost of drilling and completing said wel) and the allocation of the cost thereof as well as actual operating costs and
charges for supervision, designation of applicant as operator of the wel) and a charge for risk involved in drilling

;%gugn. Said unit s located approximately 5 miles south of the junction of U.S. Highway 82 and State Highway No.
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CASE 9998: Application of Yates fnergy Corporation to amend Division Order No. R-9093, as amended, E£4dy County, New Mex:co.
Agglicant, in the above-styled cause, seeks the amendment of Division Order No. R-3093, as amended, aN:ch srcer
compulsorily pooled all mineral interests in the Undesignated Tamano-Bone Spring Pool urderlying tne SE/4 3W/4 ([lnit
N) of Section 1, Tewnship 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 locaggd 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 Mobil Producing Texas and New Mexico [nc. for dual completion and downhole commingling, Lea County, Yew

CASE_10000:

CASE 10001:

CASE 10002:

CASE 10003:

CASE 10004:

Mexico. Applicant, in the above-styled cause, seeks authority to dually compiete its 8ridges State weil No. 36, lccated
560 feet from tne North and West lines (Unit 0) of Section 25, Township 17 South, Range 34 fast, in sucn 3 mdnrer as
ta allow production from the vacuum Grayburg-San Andres Pool and the downhole commingled production from both the vacuum-
Glorieta Pool and Vacuum-81inepry Pool through two parallel strings of tubing. Said well is located approximately 1,2
mile west-northwest of Suckeye, New Mexico.

Application of Mobil Producing Texas and New Mexico Inc. for a new waterflood project, dual complet:ons, waterflood
expansion and two unorthodox water injection well locations, Lea County, New Mexico. Applicant, in the 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 :njection
of a water stream into the Vacuum-Glorieta and Vacuum-81inebry Pools through the following six wells:

WELL NO. FOOTAGE_LOCATION UNILT SECTION
601 (to be drilled) 1670'FNL - 2600'FWL N 25
602 (to be drilled) 1190°FNL - 1260°FNL 0 25
109 610'FSL - 1830°FWL K 2
116 1880'FSL - 510°FWL L 24
119 1980'FNL - 1780°FWL F 2
204 G60'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 wil) be through a second parallel
string of tubing. Also, said wel) Nos. 109, 116, 119 and 204 are to be completed in a similar manner as to allow the
injection of water into said commingled B1inebry/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.

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 £/2 of Section 20, Township 17 South, Range 29 €ast, 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 presentiy includes but is not necessarily Timited 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 dritling 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 invoived in drilling said well. Said unit is located approximately 6.5 miles west of Loco Hills, New Mexico.

Application of Bridge 0i] Company, L. P. for pool creation, special pool} rules, discovery allowable, and an unorthodox
oil well location, Lea County, New Mexico. licant, in the above-styled cause, seeks the creation of a new oil pool
for Devonian production comprising the £/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.

Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in
the above-styied cause, seeks an order pooling all mineral fnterests in the Basin-fFruitland Coal Gas Pool underliying
the W/2 of Section 36, Township 29 North, Range 10 West, forming a standard 320-acre gas spacing and proration unit for
safd pooi, 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 actua!l
operating costs and charges for supervision, designation of applicant as operator of the well and a charge for risk
involved in drilling said wel)l. Said unit is located approximately 2.5 miles south by west of Blanco, New Mexico.

Application of Mesa Operating Limited Partnership for compulsory pooling, Sam 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 32, Township 29 Morth, 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 Com Well No. 8 to be drilled at a standard coal gas weil
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:

CASE 9981:

CASE 9982:

CASE 9983:

CASE 9984:

CASE 9985:

CASE 9986:

(Continued from June 27, 1990, Examiner Hearing.)

Application of “esa Operating Limited Partnership for compulisory pooling, San Juan County, New Mexico. Applicant, in
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitiand Coal Gas Pool uncer'ying
the £/2 of Secticn 16, Township 29 North, Range 8 West, forming a4 standard 320-acre gas spacing and proration unit ‘or
said poal, said unit to be dedicated to the existing "F. L." State Com Well No. 11 located at a standard coal jas well
location 2200 feet from the North line and 1045 feet from the East line (Unit H) of said Section 36. Also <o ze
considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well as act.ai
cperating costs and charges for supervision, designation of applicant as operatar of the well and a charge for rs«
involved in drilling said well. Said unit is located approximately 9 miles east of Blanco, New Mexico.

(Continued from June 27, 1990, Examiner Hearing.)

Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, 10
the above-styled cause, seekS an order pooling all mineral interests in the Basin-Fruitland Coal Gas Pool underly:ng
the ®/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 praposed "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 sa'd
well and the allocation of the cost thereof as well as actual operating costs and charges for supervision, lesigraticn
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.

{Continued from June 27, 1990, Examiner Hearing.)

Appliication 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 poo!, 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 tn drilling said well. Said unit is located
approximately 15 miles east by south of Aztec, New Mexico.

(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 $/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 °fF. 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 wel). Said unit is located
approximately 15 miles east by south of Aztec, New Mexico.

(Continued from June 27, 1990, Examiner Hearing.)

Application of Mesa Operating Limited Partnership for compuisory pooling, San Juan County, New Mexico. Applicant, in
the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitiand 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." Federa) 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 superviston, designatfon 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.

(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. Satid unit is located approximately 6.5
miles northeast by east of Bloomfield, New Mexica.

(Continued from June 27, 1990, Examiner Hearing.)

Application of Mesa Operating Limited Partnership for compulsory paoling, 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, safd unit to be dedicated to the existing *f. C.® State Com well No. 16 Tocated 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 cha for supervision, designation of applicant as operator of the well and a charge for risk
involved in drilling said well. Said unit {s located approximateiy 1 miie south of Aztec, New Mexico.
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CASE_10Q0S:

CASE 10006:

CASE 10007:

CASE 9979:

CASE 9970:

CASE 10008:

Application of Estate of Theima Ford Simmons d/b/a 0. J. Sw‘m)ns‘_Convany fgr com‘uisory ooo_lmg, San Juén :sg'ﬂ’:’g”e‘_‘
Mexico. Applicant, in the above-styled cause, seeks an order pooiing all mineral interests in the Basin-fryit'ard 2C4°
Gas Pool underlying the E£/2 of Section 34, Township 28 North, Range 10 West, forming a standard 320-acre 535 spacitg
and proration unit for said poal, to be dedicated to a well to be drilled at a standard coal gas well Tocation in the
NE/4 of said Section 34. Also to be considered will be the cost of drilling and completing said weil and the allocation
of the cost thereof as wel] as actual operating costs and charges for supervision, designation of applicant as operater
of the wel) and a charge for risk involved in arilling said well. Said unit is located approximately 8.5 miles southeast
of 8loomfield, New Mexico.

Application of Estate of Thelma Ford Simmons d/b/a D. J. Simmons Company for compulsory pocling, San Juan County, New
Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Basin-Fruitland Coa!l
Gas Pool underlying the £/2 of Section 33, Township 28 North, Range 10 West, forming a standard 320-acre gas spacing
and proration unit for said poal, to be dedicated to a well to be drilled at a standard coal gas well lccation in the
NE/4 of said Section 33. Also to be considered will be the cost of drilling and completing said well and the giltocation
of the cost thereof as well as actual operating costs and charges for superviston, 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 scutheast
by south of Bloomfield, New Mexico.

Application of Estate of Thelma Ford Simmons d/b/a 0. J. Simmons Company for compuisory pooling, San Juan County, Yew
Mexico. Applicant, in the above-styled cause, seeks an order pooiing ail 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 3as spacing
and proration unit for said poal, to be dedicated to a well to be drilled at a standard coal gas well location 1n 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 cperating 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 southeast
of Bloomfield, New Mexico.

{Continued from June 27, 1990, Examiner Hearing.)

Application of Yates Petroleum Corporation for downhole commingling, dual completion and an exception to General Rule
303.A., £ddy County, New Mexico. Applicant, in the above-styled cause, seeks authority to complete its DeSdna unit well
No. 1 located 1980 feet from the North and East lines (Unit G) of Section 17, Township 18 South, Range 24 £ast, in such
a manner as to allow communication between and/or the commingling of production from the Woifcamp, 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 flufds be produced up the casing/tubing
annulus. Said well is located approximately 8.5 miles east-southeast of Hope, New Mexico.

{(Continued from June 27, 1990, Examiner Hearing.)

Application of Pacific Enterprises 0i) 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 £/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 al) formations and/or poals developed on 160-acre spacing within sald 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 Pooi). Said units are to
be dedicated to a single well to be driiled at a standard location in the NW/4 SE/4 (Unit J) of said Section i6. Also
to be considered will be the cost of driliing and compieting 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.

Application of Doyle Hartman for a non-standard gas proration unit, compulsory pooling, and an unorthodox gas we!l
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 Pool} to be dedicated to
a wel! to be drilled at an unorthodox gas wel) location 660 feet from the North line and 924 feet from the West line
(Unit D) of saia 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, 1690

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

CASE 7656:

CASE 10009:

CASE 9854:

(Continued from October 26, 1982, Commission Hearing.) (This case will be dismissed.)

Applicat:on of Cit-es Service Company for determination of reasonable well costs, Lea County, New Mexico. lpplicart,
in the aoove-styled cause, pursuant to the provisions of Section 70-2-17 C, NMSA, 1978 Comp., and Paragraph {8} :f
Division Order No. R-6781, seeks a determination of reasonable well costs for two wells drilled under the provisicns
of said Order No. R-6781 by Doyle Hartman on lands pooled by said order.

[n the matter of the hearing called by the 0fl! Conservation Division {OCD) on its own motion to cansider -ev:s:ons g
Oivision Order No. R-8170, as amended. The OCD on the recommendation of the Gas Proration Rules Cocmmittee seexs to amerg
the General Rules for the Prorated Gas Pools of New Mexico, as promulgated by Oivision Order Mo. R-3170, is imenced.
Such changes include provisions for two 6-month allocation periods beginning April and October (Rules 5, i2 and i1),
three month classification periods, and for any other changes deemed adequate and necessary for said Gds Prcoration Ruies
at this time.

(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 ruies, 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 $/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 ot} spacing and proration units, designated
well location requirements, a special gas-ofl ratfo 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 wil) be heard De Novo pursuant to the provisions of Ruie 1220.
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STEPHEN M. WILLIAMS
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SETH V. BINGHAM
MICHAEL H. HOSES
TIMOTHY R. BRIGGS
WALTER R. PARR
RUDOLPH LUCERO
DANIEL E. RAMCZYK
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WILLIAM K. STRATVERT
GREGORY W. CHASE
LYMAN G. SANDY
ROBERT C. GUTIERREZ
JAMES B. COLLINS
THOMAS S. UDALL
DEAN G. CONSTANTINE

KENNETH R. BRANDT {1946 - 1981

Mr.

William J. LeMay,
New Mexico 0il Conservation Division

B

MILLER, STRATVERT,

RAH A, SOLOVE

2c L. GORDON

TKEVIN HAIGHT
LAWRENCE R. WHITE
SHARON P. GROSS
VIRGINIA ANDERMAN
C. K. MOSS
JAMES B. COONEY
LEONARD J. PADILLA
TIMOTHY S. VASQUEZ
MARTE D. LIGHTSTONE
BRADFORD K. GOODWIN
NICHOLAS CULLANDER
JOHN R, FUNK
J. SCOTT HALL
THOMAS R. MACK
MICHAEL J. HAPPE
DENISE BARELA SHEPHERD
MICK 1. R. GUTIERREZ
JOHN H. MILLER

P. O. Box 2088
Santa Fe, New Mexico 87504-2088

Re: NMOCD Cases Nos.
9986
for Compulsory Pooling,
Dear Mr. LeMay:
Oon behalf of the
Partnership,

continued until the Examiner hearing scheduled for July 11,

June 22,

Director

9980, 9981, 9982,

TORGERSON & SGHLENKER, P. A,

LAW OFFICES

ALBUQUERQUE
S00 MARQUETTE, N. W., SUITE 1100
POST OFFICE BOX 25687
ALBUQUERQUE. NM 87128
TELEPHONE: (303) 8421950
FACSIMILE: (305) 243-4408

FARMINGTON
300 WEST ARRINGTON
POST OFFICE BOX 889
FARMINGTON, NM 87499
TELEPHONE: (505) 326-4521
FACSIMILE: (505) 32%5-5474

LAS CRUCES
277 EAST AMADOR
POST QFFICE BOX 1231
LAS CRUCES, NM 88004
TELEPHONE: (505) 523-2481
FACSIMILE: (3O5) 526-2218

SANTA FE
125 LINCOLN AVE,, SUITE 303
POST OFFICE BOX 1986
SANTA FE. NM 87504-1986
TELEPHONE: (S05) 985-9614
FACSIMILE: (505) 989-9857

PLEASE REPLY TO SANTA FE

1990

i

Applicant, Mesa

Thank you for your cooperation.

-

99§}/ 9984,
Application of Mesa Operatlng Limited Partnershlp
San Juan County, New Mexico

Operating
we respectfully request that the above cases by

9985, and

Limited

1990.

Very truly yours,

J. Scott Hall
JSH/ro

cc: David Catanach
Mark Seale
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TIMOTHY R. BRIGGS
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DEBORAH A. SOLOVE
GARY L. GORDON

H. KEVIN HAIGHT
LAWRENCE R. WHITE
SHARON P. GROSS
VIARGINIA ANDERMAN
C. K. MOSS

JAMES B. COONEY
LEONARD J. PADILLA
TIMOTHY S. VASQUEZ
MARTE D. LIGHTSTONE
BRADFORD K. GOODWIN
NICHOLAS CULLANDER
JOHN R, FUNK

J. SCOTT HALL
THOMAS R. MACK
MICHAEL J. HAPPE

DENISE BARELA SHEPHERD

MICK I. R. GUTIERREZ
JOHN H. MILLER

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

oo i 8

LAW OFFICES

ALBUQUERQUE
SO0 MARQUETTE, N. W., SUITE 100
POST OFFICE BOX 23687
ALBUOQUERQUE,. NM 87125
TELEPHONE: (303) 84218530
FACSIMILE: (SO8) 2423.4408

FARMINGTON
300 WEST ARRINGTON
POST OFFICE BOX 869
FARMINGTON, NM 87499
TELEPHONE: (503%) 326-452I
FACSIMILE: (503) 325-5474

LAS CRUCES
277 EAST AMADOR
POST OFFICE BOX 123
LAS CRUCES, NM 88004
TELEPHONE: (303) 5223.248!
FACSIMILE: (309) 326-2215

SANTA FE
t25 LINCOLN AVE,, SUITE 303
POST OFFICE BOX 1988
SANTA FE. NM 87504-19586
TELEPHONE: (S0OS5) 989-9614
FACSIMILE: (S0O5) 989-9857

PLEASE REPLY TO SANTA FE

June 22, 1990

KENNETH R. BRANDT (1948 - 1981

Mr. William J. LeMay, Director

New Mexico 0il 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
for 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 until the Examiner hearing scheduled for July 11, 1990.

Thank you for your cooperation.
Very truly yours,

253' CS,C,Q;leﬁéEJZ{?

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 RECEIVED

FOR COMPULSORY POOLING, JUN 9 5 1990

SAN JUAN COUNTY, NEW MEXICO. oMY CASE NO. 9983

OIL CONSERVATION DIvision

ENTRY OF APPEARANCE

TRy

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.

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: ! .
' CASE NOS. 9980, 9981, 9982,

RECEIVED 38} S5,

0 96, 987, 988

JUN 2 2 1380 0085, 5500, 991,

OIL CONSERVATION DIVISION 9992 and 9993

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 J. Scott Hall
Miller, Stratvert, Torgerson &
Schlenker, PA

125 Lincoln Avenue, Suite 303
Santa Fe, New Mexico 87501

Telephone: Telephone: (505) 989-9614
OPPOSITION OR OTHER PARTY ATTORNEY

Amoco Production Company ' William F. Carr

c/o Eric Nitcher Campbell & Black, P.A.

Post Office Box 800 Post Office Box 2208

Denver, Colorado 80201 Santa Fe, New Mexico 87504
(303) 830-4040 (505) 988-4421

name, address, phone and
contact person



Pre-hearing Statement

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, 9992 and 9993

Page 3

PROPOSED EVIDENCE
APPLICANT

WITNESSES EST. TIME EXHIBITS
(Name and expertise)

OPPOSITION

WITNESSES EST. TIME EXHIBITS
(Name and expertise)

Bill Hawkins 30 Min. Approximately 5

PROCEDURAL MATTERS

Lo S _

None

Signature |



DOCKET MQ. 18-90

' Dockets Nos. 19-90 and 20-90 are tentatively set for July 11, 1990 and July 25, 1990. Applications for hearing must be filed at least
22 days in advance of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY - JUNE 27, 1990

8:15 A.M. - OIL CONSERVATION DIVISION COMFERENCE ROOM,
STATE LAMD OFFICE BUILDING
SANTA FE, NEW MEXICO

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

CASE 9968:

CASE 9969:

CASE 9961:

CASE 9924:

CASE 9970:

CASE 9971:

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" Well No. 1 located 660 feet
from the North line and 1983 feet from the East line (Unit B) 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.

Application of Hixon Development Company for downhole commingling and a non-standard oil proration unit, Rio Arriba
County, New Mexico. Applicant, in the above-styled cause, seeks authorization to commingle oil production from the
Undesignated Gavilan-Mancos 0il and Undesignated Gavilan Greenhorn-Graneros-Dakota Qi1 Pool within the wellbore of its
Evans Well No. 1 located 790 feet from the North and West lines (Unit D) 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.

(Continued from June 13, 1990, Examiner Hearing.)

Application of Mewbourne 0il 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
£/2 of Section 18, Township 17 South, Range 27 East, forming a standard 320-acre gas spacing and proration unit for any
and ali 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 wel) 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.

(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.

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 £ast, and in the following manner:
the £/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-Pennsylivanian 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.

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:

CASE 9972:

CASE 9973:

CASE 9950:

CASE 9974:

CASE 9975:

CASE 9976:

(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 oi) spacing and proration unit for any and all formations and/or pools developed on statewide 40-acre 0il 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 weil.
This area is located approximately 5.5 miles east by north of Buckeye, New Mexico.

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 4083 feet to 4130 feet in its Well No.
4 located 400 feet from the South line and 660G feet from the East line (Unit P) of said Section 21. Said area is located
approximately 8.75 miles south of Maljamar, New Mexico.

Application of Manzano 0i} Corporation for compulsory pooling and an unorthodox gas wel] 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 fast,
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.

(Continued from May 30, 1990, Examiner Hearing.)

Application of Meridian 0il, Inc. for compulsory pooliing, 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 £/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
g7gd w:ll. Said unit is located approximately 5 miles south of the junction of U.S. Highway 82 and State Highway No.
outh.

Application of Meridian 0il, Inc. for compulsory pooling, Rio Arriba County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling certain record title owners of a federal oil and gas lease in the Basin-Fruitland
Coal (Gas) Poo)l underlying the $/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
Tocated 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
stateline. Also to be considered will be the designation of applicant as operator of the well and unit.

Application of Meridian 0i1, 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-fruitiand
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 stateline.

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
locaped 6 miles north by east of Flora Vista, New Mexico.
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CASE 9977:

CASE 9978:

CASE 9979:

CASE 9964:

e e

CASE 9980:

CASE 9981:

CASE 9982:

CASE 9983:

Application of Pacific Enterprises 0il Company (USA) for compulsory pooling, Eddy County, New Mexico. Appiicant, in
the above-styled cause, seeks an order pooling all mineral interests in the Empire-Pennsylvanian Gas Pool underlying
the £/2 of Section 34, Township 17 South, Range 28 £ast, 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.

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.

Application of Yates Petroleum Corporation for downhole commingling, 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 conmingled fluids be produced up the casing/tubing
annulus. Said well is located approximately 8.5 miles east-southeast of Hope, New Mexico.

(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 "AHB" 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".

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 £/2 of Section 16, Township 29 North, Range 8 West, forming a standard 320-acre gas spacing and proration unit for
said paol, 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.

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-fFruitland 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 "fF. 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 invoived in drilling said well. Said unit is located
approximately 8.5 miles east of Blanco, New Mexico.

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.

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-fFruitland Coal Gas Pool underiying
the 5/2 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:

CASE _9985:

CASE 9986:

CASE 9987:

CASE_9988:

CASE 9989:

CASE 9990:

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
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 pocl, 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 cast of drilling and completing said well and the allocation of the cost thereof as wel) 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.

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 (¥/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 tc a well to be drilled at a standard
coa) 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.

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 £/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.

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 driiling 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 wel) 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.

Application of Mesa Operating Limited Partnership for compulsory pooling, San Juan County, New Mexico. Applicant, in
the above-styled cause, seeks an order pooling al) 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
wel) and the allocation of the cost thereof as well as actua) 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.

Application of Mesa Operating Limited Partnership for compulsory pocling, San Juan County, New Mexico. Applicant, in
the above-styled cause, seeks an order pooling all mineral interests in the Cedar Hill-Fruyitland Basal Coal Gas Pool
underlying Lots 5, 10 and 15, the W/2 NE/4, SE/4 NE/4, and £/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 driiling said well. Said unit is located approximately 2.5 miles northwest
of Cedar Hill, New Mexico.

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-Fruitiand Coal Gas Pool underlying
the £/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 allocatfon 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.

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 gool, 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 invoived in drilling said well. Said unit is located
approximately 11 miles north of Aztec, New Mexico.
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CASE 9992:

CASE _9993:

CASE 9994:

CASE 9949:

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/Z 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.

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 Coa) 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 actua) 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.

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 280-acre non-standard gas spacing and proration
unit for said pool. In either instance the applicant proposes toc 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
anew infill well, plus a 200% risk factor for drilling, completing and equipping such new infill 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 0il Center, New Mexico.

(Readvertised)

Application of Chevron U.S.A., Inc. for a non-standard gas proration unit, unorthodox gas well locations, and
simuitaneous dedication, Lea County, New Mexico. Appliicant, 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-
£) 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 0il Center, New Mexico.
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VIRGINIA ANDERMAN

C. K. MOSS

JAMES B. COONEY
LEONARD J. PADILLA
TIMOTHY S. VASQUEZ
MARTE D. LIGHTSTONE
BRADFORD K. GOODWIN
NICHOLAS CULLANDER
JOHN R. FUNK

J. SCOTT HALL
THOMAS R. MACK
MICHAEL J. HAPPE
DENISE BARELA SHEPHERD
MICK |. R. GUTIERREZ

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

LAW OFFICES

ALBUQUERQUE
SO0 MARQUETTE. N. W., SUITE 10O
POST OFFICE BOX 25687
ALBUQUERQUE. NM 87125
TELEPHONE: (505) 842-1950
FACSIMILE: (505) 243-4408

FARMINGTON
300 WEST ARRINGTON
POST OFFICE BOX 869
FARMINGTON, NM 87499
TELEPHONE: (505) 326-452)
FACSIMILE: (505) 325-5474

LAS CRUCES
277 EAST AMADOR
POST OFFICE DRAWER 1231
LAS CRUCES. NM 88004
TELEPHONE: (505) 523-248!
FACSIMILE: (505) 526-2215

SANTA FE
125 LINCOLN AVE,, SUITE 303
POST OFFICE BOX i986
SANTA FE,. NM 87504-1986
TELEPHONE: (505) 989-9614
FACSIMILE: (505) 989-9857

KENNETH R. BRANDT (1946 - 1981) PLEASE REPLY TO SANTA FE

4983

June 4, 1990

Mr. William J. LeMay, Director .
New Mexico 0il Conservation Division
Post Office Box 2008

Santa Fe, New Mexico 87504

RE: Application of Mesa Operating Limited Partner§hip for
Compulsory Pooling, San Juan County, New Mexico, (FC
State Com #7)

Dear Mr. LeMay:

Enclosed is the Application of Mesa Operating Limited
Partnership for Compulsory Pooling for a Fruitland well to be
drilled at a standard location in the S/2 of Section 36 T-30 N, R-
9 W, NMPM, San Juan County, New Mexico.

Oon behalf of the Applicant, Mesa Operat;ng Limi?ed
Partnership, we ask that this matter be set for examiner hearing
on June 27, 1990.

Very truly yours,

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

By: D Seomctetl

J. Scott Hall *‘

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
COUNTY, NEW MEXICO. | case no. 9983
' . .
APPLICATION

MESA OPERATING LIMITED PARTNERSHIP by its undersigned
attorneys, Miller, Stratvert, Torgerson & Schlenker, P.A., hereby
makes application pursuant to section 70-2-17, N.M.S.A. (1978) for
an order pooling all of the mineral interests in the Fruitland
formation for development on 320-acre spacing in and under the S/2
of Section 36, Township 30 North, Range 9 West, N.M.P.M., San Juan
County, New Mexico, and in support thereof would show the Division:

1. Applicant owns approximately 84% of the working interest
in and under the S/2 of Section 36, and Applicant has the right to
drill thereon.

2. Applicant proposes to dedicate the above-referenced
pooled unit to its Mesa FC State Com #7 well to be located at a
standard location in the S/2 of said Section 36.

3. Applicant has been unable to obtain voluntary agreement
for pooling or farmout from all other interest owners in the S/2
of said Section 36.

4. Said pooling of interests will avoid the drilling of
unnecessary wells, will prevent waste and will protect correlative

rights.



5. In order to permit the Applicant to obtain its just and
fair share of the o0il and gas underlying the subject lands, the
mineral interests should be pooled, and Applicant should be
designated the operator of the well to be drilled.

WHEREFORE, Applicant prays that this application be set for
hearing before a duly appointed examiner of the 0il Conservation
Division on June 27, 1990, and that after notice and hearing as
required by law, the Division enter its order pooling the lands,
including provisions for BApplicant to recover its costs of
drilling, equipping and completing the well, its costs of
supervision while drilling and after completion, including overhead
charges, and imposing a risk factor for the risk assumed by the
Applicant in drilling, 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 ZZS‘C§?C>Z%ﬂ1ﬁfQQé?9
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



Sec s¢ Township No. 3& /Vf’// of Range No ; LebsZ

%/}“4 yave 44»// ﬂ/n V/&///’/% 7




+m 3 ol State of New Mexico remcio T

District Office )
pISTRICT OIL CONSERVATION DIVISION
P.0. Box 1990, Hobba, NM 82240 . 0. Box 2088 wm?o,i%w—wsu
R w Mesxico 87504-2088
0. Drawer DD, Antesia, NM 88210 ° 0 Sannf © 3 S. Indicate Type of Lease ‘
SUT Gol 1u LU rrare ] rez [
m‘-umm 87410 ' 6 Staie Oil & Gas Loase No.
B 11479-10
SUNDRY NOTICES AND REPORTS ON WELLS % ﬂ //
( DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TOA | .,//u/f//&{/{/u/‘n% ////A
DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT® :
{FORM C-101) FOR SUCH PROPOSALS.)
1. Type of Well: FC STATE COM
i v 3 one
7 Nams of Opensior 8. Well No.
MESA OPERATING LIMITED PARTNERSHIP 47
3. Addreas of Operstor 9. Pool same or Wildcat
| P.0. BOX 2009, AMARILLO, TEXAS 79189 Basin Fruitland Coal
4 Wall Locatioa
UsitLatter _ K :_1405"'  Feet From The South Line and 2720 Foet From The West Lige
Sectios 36 Towaship 30N Range 9w NMPM San Juan
W T Elevation (Show whether DF, RKB, RT, GR, «ic.) /
1

Check Appropriate Box to Indicate Nature of Notice, Report, or Other Data

NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
PERFORM REMEDIAL WORK | PLUG AND ABANDON [_] | REMEDIAL WORK (] ALTERING CASING O
TEMPORARLY ABANDON || CHANGE PLANS [ | commence prumaopns.  [] pLuG Ano asanponment [
PULLORALTERCASNG [ ] CASING TEST AND CEMENT JoB ||
OTHER: [] | otHen.___ EXTEND DRILLING PERMIT

12. Describe Proposed or Completed Operations (Clearly state all pertinens details, and give pertinent dates, including estimated date of starting any proposed
work) SEE RULE 1103.

Mesa Operating Limited Partnership is hereby requesting permission to
extend the drilling permit on the above well. This drilling permit

expired(s) on 4/24/90
HV!@

N i_ ——— f
ROVAL EXFIRES .. - ‘&_J “i o
A e % LLING EaTN /PR2 3 1990
;1» C 1.CTCE S TBESU”"‘" -
;’"i%;“N AL e LONo D'v.

DT, 3

Xc: OCD-Aztec (0+5), WF, Reg, Land, Expl., Drilling
/

lumuunqtn‘ézizzzzzzim;;%j?un bast of my knowiedge md belief.
moatne — L 4L e _Regulatory Analyst pare __4/20/90

TYPFE OR FRINT NAME TELAPHONE NO.

(Thie space for Sume Use) -~

oL QL0 Dt 8 __APR 2 : 1590

APFROVED BY v
w

CONDITIONS OF AFPROVAL, IF ANY:




78 &/ cw.

N Z2°35

State of New Mexico

Approgriste Form C- 1@
ot Energy. Minerals and Namural Resources Department Roviasd 1-1.09
‘ S'F:'L- 3‘:&“
OIL CONSERVATION DIVISION e
£.0. Box 1980, Hobbe, NM 88240 P.O. Box 2088 @
Santa Fe, New Mexico 87504-2088 >
DISTRICT I , 4
P.O. Drawer DD, Artesia, NM 88210
DISTRICT I ~ WELL LOCATION AND ACREAGE DEDICATION PLAT
1000 Rio Brazos R4., Aztec, NM 87410 Al Dis must be from the outer ¢ ; of the )
{Uperaior Loase .
‘ MTSA OPRKATING LIMITYD PARTNYRSHIP FC STATT COM 7
"Una Ceger Section Towaship Rasge Cousty
" Y 36 30 N 9 W NMPM San Juan
- Actual Footage Location of Well:
i 8530 feet from the South line sad 2490 feet from the Aest line
Ground ievel Elev. Producing Formation Pool Basin Dedicaied Acresgs:
3768 Fruitland Fruitland Coal S/2 320 pees
1. Outline the acreage dedicated Lo the subject well by colored pencil or hachure marks os the piat below. B
2 If more than one lease is dedicated 10 the well, outiine esch and ideatify the ownership thereof (both as 1o working isterest and royalty).
3. If more than ooe lease of different ownarship is dedicated (o the well, have the intarest of all owners beea consolidated by communitization,
unitization, force-pooling, etc.? ,
Yes 0 ™ If saswer is "yas” type of comsolidation £LommanIcation
If answer is "50" list the owners and tract descriptions which have actually beea comsolidsied. (Use reverss side of
this form if neccessary.
No allowsbie will be assigaed (0 the well until all interests have been consolidated (by communitization, uaitization, forced-paoling, or otherwise)
or until & son-siandard unit, eliminating such interest, has been spproved by the Division.
] 330 660 990 320 1650 1960 2310 2640 2000 1800 1000 500 [¢] OmAmR mmc ATION
., . Not To Scause ! here fy that the i '
AN BP2r w — — 70.8d cu A RM. | comainad Azu“:.flr,w od calpfm
} | best inowladge and belif.
| : 2 ng ] //
| | AL/ e
| ECEIVE Carold L. Mekee
| Carol L. McKee
| o
A T L _BP.B Z—QE—Q ______ Regulatory Analyst

N 8822w

50‘ 28cw

B11479-22

B11479-20
0. 92 cx.

Mesa Ltd Partnership

Dute
4/27/90

SURVEYOR CERTIFICATION

I hersby certify that the well location shewm
on this plat was plotisd from field nows of]
actual neveye made by me or wunder
upervison, end thet the same s res
correct 10 (he bat of my Imewiedge




State of New Mexico

T

mit 3 Copies . Form C-103
04, Energy, Minerals and Natural Resources Department Reviead 1.1.89
pISTRICT . “OIL CONSERVATION DIVISION s
P.O. Bax 1980, Hotbs, NM 88240 P.O. Box 2088 30-045-27514
glémICLnDD NM w0, . Santa Fe, New Mexico 87504-2088 5 Indiome Type of Lows
T qo 8 9T statelX]  ree [
moonnsmnd,uu.,m 57410 6. Sute Ol & Gas Lease No.
B 11479-10
SUNDRY NOTICES AND REPORTS ON WELLS 20000
( DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACKTOA "3 L. Nae or Unit Agreement Name
DIFFERENT RESERVOIR. USE *APPLICATION FOR PERMIT"
(FORM C-101) FOR SUCH PROPOSALS.)
1. Type of Well: FC STATE COM
oL GAS
WELL wvar [X) OTHER
2. Name of Operator 8 Well No.
MESA OPERATING LIMITED PARTNERSHIP # 7
3. Address of Operator 9. Pool pame or Wildcat
P.0. BOX 2009, AMARILLO, TEXAS 79189 Basin Fruitland Coal
4 Well Location
Section ‘ownship 30N Range 9w NMPM San Juan
/ D000 e )
Check Appropriate Box to Indicate Nature of Notice, Report, or Other Data
NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
PERFORM REMEDIAL WORK D PLUG AND ABANDON D REMEDIAL WORK D ALTERING CASING D

TEMPORARILY ABANDON || CHANGE PLANS
PULL OR ALTER CASING O

OTHER:

L
[

COMMENCE DRILLING OPNS. D PLUG AND ABANDONMENT D
CASING TEST AND CEMENT JOB D

OTHER:___Location Moved @

12. Deacribe Proposed or Completed Operations (Clearly state all pertinent deiails, and give pertinent dates, including estimated date of 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.

REGEIVE@

APR3 01930

OIL CON. DIV,
OIST. 3

Xc: NM%D- (0+5), WF, Reg, Land, Expl., Drilling

1 beraby certify that ig sbove is my knowiedge and belief.

SONATURE f’%% rme Regulatory Analyst pate _4/27/90

TYPE OR PRINT NAME TELEPHONE NO.

(This space for State Use) 5’}/‘??,

CONDITIONS O AFPROVAL, IP ANY:

DEPUTY OIL & GAS INSPECTOR, DIST. #3 M
TITLE DA



-

' | - State of New Mexico +
Submit & Appropris, 0y 573 LT RN DlVI&}ON Form C-101

District Office - VI %v:gy, and Natural Resources Department R

Susts Laase — 6 copies RECLI Revised 1.1-89

Fos Loase — 5 copres

ERVATION DIVISION 550 (saigasd vy 0D o New Wells)

fﬂn’%NS
BB B, mondidellediod P.O. Box 2088 e
DISTRICT Santa Fe, New Mexico 87504-2088 . Indicate Type of Lease
P.O. Drawer DD, Artesia, NM 88210 STATE K] reE [
DISTRICT [ 6. Sute Oil & Gas Lease No.
1000 Rio Brazos Rd., Atec, NM 87410 B 11479-10
APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK [/, /77
Ta Type of Work: 7. Lease Name or Unit Agreement Name
DRILL RE-ENTER [ | DEEPEN [ ] PLUG BACK [ ]
b.gyl.pedWell:m ULTILE FC STATE COM
2 Name of Openior 8. Well No. . . '
Mesa Operating Limited Partnership » # 7 @/j ZC‘)
3. Address of Operator 9. Pool pame or Wildcat
P.0. Box 2009, Amarillo, Texas 79189 Basin Fruitland Coal
¢ w.nUnitl:mer K : 1405  Feet From The South Line and 2720 Feet From The West Line
Section 36 Townghi 30N Ran 9w NMPM San Juan
A
// / 10. Proposed Depth 11. Formaticn 12 Rotary or C.T.
/ 2580 Fruitland Coal Rotary
13, Elevations (Show whether DF, RT, GR, eic.) 14. Kind & Status Plug. Bond 1S. Drilling Contractor 16. Approx. Dete Work will start
5750' GR Blanket Not Yet Determined
17. PROPOSED CASING AND CEMENT PROGRAM
SIZE OF HOLE SIZE OF CASING | WEIGHT PER FOOT | SETTING DEPTH | SACKS OF CEMENT EST. TOP
12 1/4" 8 5/8" 243 200" 150 sx '"B'4+27%CC Surface
7 7/8" 51/2" 174# 2580 300 Poz/250 'B] Surface
2 5/8" 4.74# 2480"

Propose to spud well with 12 1/4" hole and drill to 200' and set 8 5/8"

surface casing. Will cement with 150 sx of Class "B'" and raise cement to

surface. Will nipple up 3000 psi BOP assembly and drill 7 7/8" hole to

TD of 2580' with fresh water mud system. Will then log well and evaluate

for possible commercial production. If successful, will then run 5 1/2"

casing to 2580' and cement with 300 sx Pozmix followed by 250 sx CES@ 'E"l v E
]
ES

cement. Will move off drilling rig and move in completion uni

/o
APPROVAL ExPiR=s LA~ 70

UNLESS DRILLING - (o 0CT1 61989
SPUD NCTICE..L.T (2L 705D
xc: NMOCD-Aztec (0+5), wﬂ",’”ﬁ“é'é,‘i&ﬁd"f Expl., Drilling 0"‘ CON' D'V

IN ABOVE SPACE DESCRIBE PROPOSED PROGRAM: Imummmmmummﬂmmmmmnﬂmm
ZONE. GIVE BLOWOUT PREVENTER PROGRAM, IF ANY.

1 hereby cartify that the information sbove it true,and complete to the best of my inowledge and belief.

conATURE )éf}/'[ 240 s Regulatory Agent DATE 10/12/89
TYPE OR FRINT NAME TELEPHONE NO.
(This space for Stais Use) AN

= . ¢ AS INSPECTOR, DIST. )
= /@ ¢ __DEPUTY GIL& G #3 00T 24 1909

CONDITIONS OF VAL, IF ANY:




78 .8/cn.

2°35 w

4

. . State of New Mexico .
-t Energy, Minerals and Namral Rasources Departmant “iie
© g
OIL CONSERVATION DIVISION
P.O. Box 2088
Hobbe, NM 85240
Santa Fe, New Mexico 87504-2088
P‘E%E..‘m Amia, NM 18210
DISTRICTIN WELL LOCATION AND ACREAGE DEDICATION PLAT
1000 Rio Brazos Rd., Azac. NM #7410 Al Distances must be from the outer boundaries of the section
. Taan L
MESA QOPRRATING LIMIT®D PARTNERSHIP FC STATE COM 7
Usat Laster Section Towaship Raage Cousty
K 36 30 N 9w _NMPM San Juan
Actual Foatage Location of Well:
1405 feet from the South tine aad 2720 foet from the West E
5750 Fruitland Coal Basin Fruitland Coal S/2 320 e

1. Outiine the acreage dedicated o the subject well by colored pescil or hachure marks aa the plat below.
2 If mose than ome lease is dadicated 10 the well, outline sech aad ideatify the ownership thereof (both a3 1o working isterest and royalty).

1. If more thaa owe lease of differeat ownership is dedicated (o the wail, have the intarest of all owaers beea consolidated by comnmnitization,
unitizstion, force-pooling, ete.?

, Yes 0O M If answer is “yes” type of consclidstion Communitization
If snwwer is "n0” list the owners aad tract descriptions which heve actually bess comsolidsied. (Use reverss sids of
this form if aeccessary.

&wmumuMnnwmmhummmmmmwmuM)
or until 8 son-standard unit, eliminating such istsredt, has bees approved by the Divisioa.

330 6860 990 1320

1650 1960 2310 2840 1500 1000 8500 [+

OPERATOR CERTIFICATION
Notr Te LE

1 hareby cemtify tham the information
Fd.RM.

contained herein in trus and compleis ta the
bast of my inowdedge and belisf.

R E Mathis
Poskios
Regulatory Agent -

e

Mesa Operating Ltd Ptnrshp

50.28c»

SURVEYOR CERTIFICATION

I haveby certify that the well location shewn

Amoco et al

P

B-11479-21 B-11479-1
N B8°22 'w

B-11479-20

[

' Dus

I 10/12/89
l

I

|

B- 11479 22

on this plat was plotisd from fisld nates of




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION
/ 7 / 70

IN THE MATTER OF THE HEARING 1l 54 DRAFT
CALLED BY THE OIL CONSERVATION ¢
DIVISION FOR THE PURPOSE OF ﬂ

CONSIDERING: K T
CASE NO. 9983

SX\N\ A\° ORDER NO. R-9229

A
APPLICATION OF MESA OPERATING \,7\0\ >
LIMITED PARTNERSHIP FOR COMPULSORY 1
POOLING, SAN JUAN COUNTY, NEW MEXICO.

7/i0

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)  Atthe time of the hearing, this case was consolidated with Case No. 74%7 for
the purpose of testimony.

(3) The apphcant Mesa Operating Limited Partnershqe, 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, /”mx-«; « shaidbret
?Zﬂ—a_('( 9‘4: S/o‘pg‘/—v} 4«///4’/3&/#-’1 s, /4/ f'.v/a//av/

/—g) There are interest owners in the proposed proration unit who have not agreed

(‘/) /’% d//“""//d.’} //t’ //'f//é é////ﬁ ‘v(// s .549// (/",'/4,’/
7,
//\J/r&!zf / ﬁ/// S F( ,C){/ /m %// /{/’ 7 &~ 4 _('//4«//»/

Py S - VR P -~ 7z 77 >



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)  Anynon-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 /57, 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) $ 283, per month while drilling and $§ 3 &2 % 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.



Case No. 9983
Order No. R-
Page No. 3

(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 247 /5. /90 » 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: M/

(1)  All mineral interests, whatever they may beAn 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 her ;by pooled to form a 320-acre gas spacing and proration
unit to be dedicated to fﬁe-’&éﬁ‘ng"F c" State Com Well No. 7 loam:a'———_:_feot—frmhc

e . > o (U fstSeRen36. 4 4 ko Vi
ay 4 {/fzr;d/‘/zaa/;df M///;ﬁr«/m—, s /,7// 5(4//7 ’/ gord $Secriom PE.

PROVIDED HOWEVER THAT the operator of said unit shall commence the
drilling of said well on or before the Lg_-—day of (244 , 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 _ L% , 1990, Decretory Paragraph No.
(1) of this order shall be null and void a.nd 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.



Case No. 9983
Order No. R-
Page No. 4

(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, /s percent of the pro rata share of
reasonable well costs attributable to each non-



Case No. 9983
Order No. R-
Page No. §

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%3/ % per month while drilling and $ 35222 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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