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KELLAHIN, KELLAHIN AND AUBREY 
Attorneys at Law 

El Patio - 117 North Guadalupe 
Post Office Box 2265 

Santa Fe, New Mexico 87504-2265 

A p r i l 3 0 , 1 9 8 8 

Telephone 982-42*5 
Area Code 505 

; D V E D 

Mr. William J. LeMay 
Oil Conservation Division 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 "Hand Delivered" 

Re: Merchant State 1-30 Well 
Application of Foran O i l Company 
For Compulsory Pooling and Q ^^J^ 
Non-Standard Proration and O ,• /±Jl ' ' 
Spacing Unit, Lea County L ^° 
New Mexico. 

Dear Mr. LeMay: 

Please find enclosed our application on behalf of 
Foran O i l Company for a compulsory pooling order. We 
request that t h i s application be set on the examiner's 
docket now scheduled for May 25, 1988. 

We suggest the following for an advertisement for 
the newspaper and for the docket: 

Application of Foran Oil Company for compulsory 
pooling, Lea County, New Mexico. Applicant, in the 
above-styled cause, seeks an order pooling a l l 
mineral interests from the surface to either the 
base of the Morrow formation or to a depth of 13,000 
feet, whichever is deeper, underlying the S/2 of 
Section 30, T21S, R35E, Lea County, New Mexico, 
forming a 312.05-acre, more or less, non-standard 
gas spacing and proration unit for any and a l l 
formations and/or pools developed on 320-acre 
spacing, to be dedicated to a well to be d r i l l e d at 
a standard gas well location thereon and underlying 
the SE/4 of said Section forming a 160 acre gas 
spacing and proration unit for any and a l l 
formations and or pools within said v e r t i c a l l i m i t s 
developed on 160 acre gas well spacing. Also to be 
considered w i l l be the cost of d r i l l i n g and 
completing said well and the allocation of the cost 
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thereof as w e l l as actual operating costs and 
charges f o r supervision, designation of applicant as 
operator of the w e l l and a charge f o r r i s k involved 
i n d r i l l i n g said w e l l . Said u n i t i s located on 

By copy of t h i s l e t t e r t o a l l p a r t i e s t o be pooled, 
we are n o t i f y i n g them by c e r t i f i e d m a i l - r e t u r n r e c e i p t , 
t h a t they have the r i g h t to appear at the hearing, t o 
make a statement to the D i v i s i o n , t o present evidence and 
cross-examine witnesses e i t h e r i n support of or i n 
opposition to the a p p l i c a t i o n . Those p a r t i e s are 
di r e c t e d t o contact the D i v i s i o n or the applicant's 
attorney to determine what a d d i t i o n a l r i g h t s they may 
have. I n a d d i t i o n , they are advised t h a t the entry of a 
compulsory pooling order w i l l a f f e c t t h e i r r i g h t s to 
share i n the production from the subject w e l l . 

WTK:ca 
Enc. 

cc: Mr. Joe Foran 
Foran O i l Company 
8340 Meadow Road 
Dallas, Texas 75231 

" C e r t i f i e d Return-Receipt Requested" 
A l l Parties l i s t e d i n A p p l i c a t i o n 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
OF FORAN OIL COMPANY FOR 
COMPULSORY POOLING AND NON-STANDARD 
SPACING AND PRORATION UNIT 
LEA COUNTY, NEW MEXICO. CASE: 

. \ 

A . P P L I £ A T I Q _ U 

COMES NOW, FORAN OIL COMPANY, by and through i t s 

attorneys, Kellahin, Kellahin & Aubrey and i n accordance 

with Section 7-2-17(c) NMSA (1978) applies to the New 

Mexico Oil Conservation Division for an order pooling a l l 

mineral interests underlying the following described 

acreage in Section 30, T21S, R35E, Lea County, New 

Mexico, in the following described manner: 

S/2 to form a 312.05 acre, more or less, gas spacing 
and proration unit for any and a l l formations and/or 
pools within said v e r t i c a l l i m i t s developed on 320-
acre gas well spacing. 

SE/4 to form a 160 acre, more or less, gas spacing 
and proration unit for any and a l l formations and/or 
pools within said v e r t i c a l l i m i t s developed on 320-
acre gas well spacing. 

The above described unit i s to be dedicated to i t s 

Merchant State 1-30 Well to be d r i l l e d to a depth of 

approximately 13,000 feet at standard well location in 

said Section 30. 
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1. Applicant is a working interest owner in the S/2 

of Section 30 as shown on Exhibit "A" and nB". 

2. Applicant desires to d r i l l a well at a standard 

location as shown on Exhibit "B" and "C". 

3. Applicant, has sought a voluntary agreement with 

a l l those parties shown on Exhibit "D" for the formation 

of a S/2 section unit for the d r i l l i n g of the subject 

well but has been unable to obtain a voluntary agreement. 

4. Pursuant to the Division notice requirements, 

applicant has n o t i f i e d a l l those parties shown on Exhibit 

"C" of t h i s application for compulsory pooling and the 

applicant's request for a hearing before the Division to 

be set on May 25, 1988. 

5. In order to obtain i t s just and equitable share 

of the potential production underlying the above t r a c t , 

applicant needs an order pooling the mineral interests 

involved in order to protect applicant's correlative 

rights and prevent waste. 

WHEREFORE, applicant prays that t h i s application be 

set for hearing before the Division's duly appointed 

examiner, and that after notice and hearing as required 

by law, the Division enter i t s order pooling the mineral 

interest described herein. Applicant further prays that 

i t be named operator of the wel l , and that the order make 

provisions for applicant to recover out of production i t s 
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costs of d r i l l i n g , completing and equipping the subject 

we l l , costs of operation, including costs of supervision, 

and a risk factor in the amount of 200% for the d r i l l i n g 

and completing of the well, for such other and further 

r e l i e f as may be proper. 

Respectfully submitted, 

W. Thomas Kellahin 
Kellahin, Kellah'in & Aubrey 
P. 0. Box 2265 
Santa Fe, New Mexico 87504 

(505) 982-4285 
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E X H I B I T " B " 

OaHat. T s j ^ i 

PROPOSED LOCATION 

Merchant - State 1-30 
Section 30: C/SW/4SE/4 

660' FSL and 1930' FEL, T21S-R35E 
13,000' Morrow Test 

Lea County, New Mexico 

San Simon Prospect 

h- - -

30 

— I 

o 

1980' 



EXHIBIT "A1 

Omm, 

SECTION 30, T21S-R35E 

1 
35.94 

2 
35.94 

STATE 

Enron Oil & Gas Co. 100% 

7/1/88 

3 
36.01 

4 
36.04 

Phillips 
Petroleum1 

Merchant 67.63% 
Bank 16.185% 
Busserman 

16.185% 

OPEN 

Foran Oi1 



EXHIBIT m" 311 • .% I 

Suite 158 PECAN CREEK . 8340 Meadow Rond 
Dallas. T e . a a 7 5 ? 3 i 

Merchant-State 1-30 
Proposed 13,000' Morrow Test 

Section 30, T21S-R35E 
Lea County, New Mexico 



as Kellahin 
Karen AtifereE,^. 

Jason Kellahin t 
Of Counsel 

• DIVISION 

KELLAHIN, KELLAHIN and AUBREY 
Attorneys at L a w 

El Patio -117 North Guadalupe 

Post Office Box 2265 

Santa Fe, New Mexico 87504-2265 

J u l y 1 1 , 1988 

Telephone 982-4-285 
Area Code 505 

P h i l l i p s Petroleum Company " C e r t i f i e d " 
4001 Penbrook Street Return-Receipt Requested 
Odessa, Texas 797 62 

A t t n : Mr. Frank Hulse 

Re: Foran O i l Company 
T21S, R35E, NMPM, 
Section 30: SE/4, E/2SW/4 
Lea County, New Mexico 
Compuslory Pooling Order R-8671 

Dear Mr. Hulse: 

In accordance w i t h the terms of the enclosed New 
Mexico O i l Conservation D i v i s i o n Order R-8671, we are 
sending you a copy of t h i s order and copy of the 
estimated costs of the subject w e l l as set f o r t h on the 
AFE dated March 15, 1988. 

On behalf of Foran O i l Company, you are hereby 
n o t i f i e d t h a t pursuant to paragraph (4) of the order ycu 
have t h i r t y (30) days from r e c e i p t of t h i s l e t t e r to pay 
your share of the subject w e l l costs and avoid the 
penalty which w i l l apply i f your share of the costs i s 
taken out of production. 

Enc. 

cc: Foran O i l Company 
Suite 158, Pecan Creek 
8340 Meadow Road 
Dallas, Texas 75231 

O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, Mew Mexico 87 504 



KELLAHIN, KELLAHIN and AUBREY 
Attorneys at Law 

W. Thomas Kellahin El Patio -117 North Guadalupe Telephone 982-4285 
Karen Aubrey p o s t o f f i c e B o x 2 2 6 5 Area Code 505 

Jason Kellahin Santa Fe, New Mexico 87504-2265 

Of Counsel 

J u l y 1 1 , 1988 

The Merchant Livestock Co. " C e r t i f i e d " 
P. 0. Box 1166 Return-Receipt Requested 
Carlsbad, New Mexico 88220 

A t t n : Mr. J. D. Merchant 

Re: Foran O i l Company 
T21S, R35E, NMPM, 
Section 30: SE/4, E/2SW/4 
Lea County, New Mexico 
Compuslory Pooling Order R-8671 

Dear Mr. Merchant: 

I n accordance w i t h the terms of the enclosed New 
Mexico O i l Conservation D i v i s i o n Order R-8671, we are 
sending you a copy of t h i s order and copy of the 
estimated costs of the subject w e l l as set f o r t h on the 
AFE dated March 15, 19 88. 

On behalf of Foran O i l Company, you are hereby 
n o t i f i e d t h a t pursuant to paragraph (4) of the order you 
have t h i r t y (30) days from r e c e i p t of t h i s l e t t e r to pay 
your share of the subject w e l l costs and avoid the 
penalty which w i l l apply i f your share of the costs i s 
taker, out of production. 

W. Thomlrs K e l l a h i n 

WTK:ca / 
Enc. 

cc: Foran O i l Company 
Suite 158, Pecan Creek 
8340 Meadow Road 
Dallas, Texas 75231 

O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87 504 



KELLAHIN, KELLAHIN and AUBREY 
Attorneys at Law 

W. Thomas Kellahin E , P a t i o . m N o r t h G u a d a l u p e Telephone 982-4285 
Karen Aubrey P o s t o f f i c e B o x 2 2 6 5 Area Code 505 

Jason Kellahin Santa Fe, N e w Mexico 87504-2265 

0 f C o u n s e l J u l y 1 1 , 19 88 

F i r s t National Bank of America " C e r t i f i e d " 
P. 0. Box AA Return-Receipt Requested 
Ar t e s i a , New Mexico 88210 

A t t n : Mr. Brent Hammett 

Re: Foran O i l Company 
T21S, R35E, NMPM, 
Section 30: SE/4, E/2SW/4 
Lea County, New Mexico 
Compuslory Pooling Order R-8671 

Dear Mr. Hammett: 

I n accordance w i t h the terms of the enclosed New 
Mexico O i l Conservation D i v i s i o n Order R-8671, we are 
sending you a copy of t h i s order and copy of the 
estimated costs of the subject w e l l as set f o r t h on the 
AFE dated March 15, 19 88. 

On behalf of Foran O i l Company, you are hereby 
n o t i f i e d t h a t pursuant to paragraph (4) of the order you 
have t h i r t y (30) days from r e c e i p t of t h i s l e t t e r to pay 
your share of the subject w e l l costs and avoid the 
penalty which w i l l apply i f your share of the costs i s 
taken out of production. 

WTK:ca 
Enc. 

cc: Foran O i l Company 
Suite 158, Pecan Creek 
8340 Meadow Road 
Dallas, Texas 75231 

O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87504 



KELLAHIN, KELLAHIN and AUBREY 
Attorneys at Law 

W. Thomas Kellahin E I P a t i o . n 7 N o r t h Guadalupe Telephone 982-4285 
Karen Aubrey P o s t o f f i c e B o x 2 2 6 5 Area Code 505 

Jason Kellahin Santa Fe, New Mexico 87504-2265 

° f C o i , n , e l July 11, 19 88 

Mr. & Mrs. John E. Busserman " C e r t i f i e d " 
711 Beaman Street Return-Receipt Requested 
Oakley, Kansas 67748 

Re: Foran O i l Company 
T21S, R3 5E, NMPM, 
Section 30: SE/4, E/2SW/4 
Lea County, New Mexico 
Compuslory Pooling Order R-8671 

Dear Mr. & Mrs. Busserman: 

I n accordance w i t h the terms of the enclosed New 
Mexico O i l Conservation D i v i s i o n Order R-8671, we are 
sending you a copy of t h i s order and copy of the 
estimated costs of the subject w e l l as set f o r t h on the 
AFE dated March 15, 19 88. 

On behalf of Foran O i l Company, you are hereby 
n o t i f i e d t h a t pursuant to paragraph (4) of the order you 
have t h i r t y (30) days from r e c e i p t of t h i s l e t t e r to pay 
your share of the subject w e l l costs and avoid the 
penalty which w i l l apply i f your share of the costs i s 
taken out of production. 

Very t r u l y yours, 

WTK:ca 
Enc. 

cc: Foran O i l Company 
Suite 158, Pecan Creek 
83 40 Meadow Road 
Dallas, Texas 75231 

O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87 504 



KELLAHIN, KELLAHIN and AUBREY 
Attorneys at Law 

W. Thomas Kellahin E , p a t i o . m N o r t h G u a d a l u p e Telephone 982-4285 
Karen Aubrey P o s t o f f i c e B o x 2 2 6 5 Area Code 505 

Jason Kellahin Santa Fe, New Mexico 87504-2265 
Of Counsel - r , - - , „ _ _ 

J u l y 1 1 , 1988 

Mr. J. W. Nichols 
DBA Nichols O i l & Gas 
3803 Carlton 
Amarillo, Texas 79109 

Re: Foran O i l Company 
T21S, R35E, NMPM, 
Section 30: SE/4, E/2SW/4 
Lea County, New Mexico 
Compuslory Pooling Order R-8671 

Dear Mr. Nichols: 

In accordance w i t h the terms of the enclosed New 
Mexico O i l Conservation D i v i s i o n Order R-8671, we are 
sending you a copy of t h i s order and copy of the 
estimated costs of the subject w e l l as set f o r t h on the 
AFE dated March 15, 1988. 

On behalf of Foran O i l Company, you are hereby 
n o t i f i e d t h a t pursuant to paragraph (4) of the order you 
have t h i r t y (30) days from r e c e i p t of t h i s l e t t e r to pay 
your share of the subject w e l l costs and avoid the 
penalty which w i l l apply i f your share of the costs i s 
taken out of production. 

Enc. 

cc: Foran O i l Company 
Suite 158, Pecan Creek 
8340 Meadow Road 
Dallas, Texas 75231 

" C e r t i f i e d " 
Return-Receipt Requested 

O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87 504 



KELLAHIN, KELLAHIN and AUBREY 
Attorneys at Law 

W. Thomas Kellahin E , P a t i o . m N o r t h G u a d a l u p e Telephone 982-4285 
Karen Aubrey p 0 9 t Q f f i c e B o x 2 2 6 5 Area Code 505 

Jason Kellahin Santa Fe, New Mexico 87504-2265 

° f C o u n , e ' Ju ly 11 , 19 88 

Mr. Whit Cline 
Marsh Operating Company 
P. 0. Box 1746 
Amarillo, Texas 79105 

Re: Foran O i l Company 
T21S, R35E, NMPM, 
Section 30: SE/4, E/2SW/4 
Lea County, Mew Mexico 
Compuslory Pooling Order R-8671 

Dear Mr. Cline: 

I n accordance w i t h the terms of the enclosed New 
Mexico O i l Conservation D i v i s i o n Order R-8671, we are 
sending you a copy of t h i s order and copy of the 
estimated costs of the subject w e l l as set f o r t h on the 
AFE dated March 15, 19 88. 

On behalf of Foran O i l Company, you are hereby 
n o t i f i e d t h a t pursuant to paragraph (4) of the order you 
have t h i r t y (30) days from r e c e i p t of t h i s l e t t e r to pay 
your share of the subject w e l l costs and avoid the 
penalty which w i l l apply i f your share of the costs i s 
taken out of production. 

Enc. 

cc: Foran O i l Company 
Suite 158, Pecan Creek 
8340 Meadow Road 
Dallas, Texas 75231 

" C e r t i f i e d " 
Return-Receipt Requested 

O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, Mew Mexico 87 504 



ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

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

CASE NO. 9392 
Order No. R-8671 

APPLICATION OF FORAN OIL COMPANY 
FOR COMPULSORY POOLING FOR A NON­
STANDARD GAS PRORATION UNIT, LEA 
COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: • 

This cause came on for hearing at 8:15 a.m. on June 8, 
1988, at Santa Fe, New Mexico, before Examiner David R. 
Catanach. 

NOW, on t h i s 24th day of June, 1988, the Division 
Director, having considered the testimony, the record, and 
the recommendations of the Examiner, and being f u l l y advised 
i n the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by 
law, the Division has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The applicant, Foran O i l Company, seeks an order 
pooling a l l mineral interests from the surface to either the 
base of the Morrow formation or to a depth of 13,000 feet , 
whichever i s deeper, underlying the SE/4, E/2 SW/4, and Lots 
3 and 4 of Section 30, Township 21 South, Range 35 East, 
NMPM, Lea County, New Mexico, forming a 312.05-acre, more or 
less, non-standard gas spacing and proration u n i t for any 
and a l l formations and/or pools w i t h i n said v e r t i c a l l i m i t s 
developed on 320-acre spacing, and the SE/4 of said Section 
30 forming a standard 160-acre gas spacing and proration 
u n i t for any and a l l formations and/or pools w i t h i n said 
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v e r t i c a l l i m i t s developed on 160-acre gas well spacing, both 
aforementioned units to be dedicated to a well to be d r i l l e d 
at a standard gas well location 660 feet from the South l i n e 
and 1980 feet from the East l i n e (Unit 0) of said Section 
30. 

(3) The evidence i n t h i s case indicates that the pro­
posed well location i s w i t h i n one mile of the East Grama 
Ridge-Morrow Gas Pool and the North Grama Ridge-Wolfcamp Gas 
Pool, both currently governed by 320-acre spacing. 

(4) The non-standard gas proration u n i t i s necessita­
ted by a v a r i a t i o n i n the U.S. Public Lands Survey. 

(5) The applicant has the r i g h t to d r i l l and proposes 
to d r i l l a wel l at a standard location described above. 

(6) There are int e r e s t owners i n the proposed prora­
t i o n units who have not agreed to pool t h e i r i n t e r e s t s . 

(7) To avoid the d r i l l i n g of unnecessary wells, to 
protect c o r r e l a t i v e r i g h t s , to avoid waste, and to afford to 
the owner of each interest i n said units the opportunity to 
recover or receive without unnecessary expense his j u s t and 
f a i r share of the production i n any pool completion r e s u l t ­
ing from t h i s order, the subject application should be ap­
proved by pooling a l l mineral i n t e r e s t s , whatever they may 
be, w i t h i n said proposed unit s . 

(8) The applicant should be designated the operator of 
the subject well and units . 

(9) Any non-consenting working i n t e r e s t owner should 
be afforded the opportunity to pay his share of estimated 
well costs to the operator i n l i e u of paying his share of 
reasonable well costs out of production. 

(10) Any non-consenting working i n t e r e s t owner who does 
not pay his share of estimated well costs should have with­
held from production his share of the reasonable well costs 
plus an additional 200 percent thereof as a reasonable 
charge for the r i s k involved i n the d r i l l i n g of the wel l . 
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(11) Any non-consenting i n t e r e s t owner should be 
afforded the opportunity to object to the actual w e l l costs 
but actual well costs should be adopted as the reasonable 
we l l costs i n the absence of such objection. 

(12) Following determination of reasonable well costs, 
any non-consenting working i n t e r e s t owner who has paid his 
share of estimated costs should pay to the operator any 
amount that reasonable w e l l costs exceed estimated w e l l 
costs and should receive from the operator any amount that 
paid estimated well costs exceed reasonable well costs. 

(13) $5000.00 per month while d r i l l i n g and $500.00 per 
month while producing should be f i x e d as reasonable charges 
for supervision (combined fi x e d r a t e s ) ; the operator should 
be authorized to withhold from production the proportionate 
share of such supervision charges a t t r i b u t a b l e to each non-
consenting working i n t e r e s t , and i n addition thereto, the 
operator should be authorized to withhold from production 
the proportionate share of actual expenditures required for 
operating the subject w e l l , not i n excess of what are rea­
sonable, a t t r i b u t a b l e to each non-consenting working 
i n t e r e s t . 

(14) A l l proceeds from production from the subject w e l l 
which are not disbursed f o r any reason should be placed i n 
escrow to be paid to the true owner thereof upon demand and 
proof of ownership. 

(15) Upon the f a i l u r e of the operator of said pooled 
units to commence the d r i l l i n g of the well to which said 
units are dedicated on or before September 15, 1988, the 
order pooling said units should become n u l l and void and of 
no e f f e c t whatsoever. 

(16) Should a l l the parties to t h i s forced pooling 
reach voluntary agreement subsequent to entry of t h i s order, 
t h i s order s h a l l thereafter be of no further e f f e c t . 

(17) The operator of the well and units s h a l l n o t i f y 
the Director of the Division i n w r i t i n g of the subsequent 
voluntary agreement of a l l parties subject to the forced 
pooling provisions of t h i s order. 
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(3) After the e f f e c t i v e date of t h i s order and w i t h i n 
90 days p r i o r to commencing said w e l l , the operator s h a l l 
furnish the Division and each known.working i n t e r e s t owner 
i n the subject units an itemized schedule of estimated well 
costs. 

(4) Within 30 days from the date the schedule of e s t i ­
mated well costs i s furnished to him, any non-consenting 
working i n t e r e s t owner s h a l l have the r i g h t to pay his share 
of estimated well costs to the operator i n l i e u of paying 
his share of reasonable w e l l costs out of production, and 
any such owner who pays his share of estimated well costs as 
provided above s h a l l remain l i a b l e for operating costs but 
s h a l l not be l i a b l e f o r r i s k charges. 

(5) The operator s h a l l furnish the Division and each 
known working i n t e r e s t owner an itemized schedule of actual 
well costs w i t h i n 90 days following completion of the w e l l ; 
i f no objection to the actual well costs i s received by the 
Division and the Division has not objected w i t h i n 45 days 
following receipt of said schedule, the actual w e l l costs 
s h a l l be the reasonable w e l l costs; provided however, i f 
there i s objection to actual well costs w i t h i n said 45-day 
period the Division w i l l determine reasonable w e l l costs 
a f t e r public notice and hearing. 

(6) Within 60 days following determination of rea­
sonable we l l costs, any non-consenting working i n t e r e s t 
owner who has paid his share of estimated well costs i n 
advance as provided above s h a l l pay to the operator his pro 
rata share of the amount that reasonable well costs exceed 
estimated well costs and s h a l l receive from the operator his 
pro rata share of the amount that estimated w e l l costs ex­
ceed reasonable well costs. 

(7) The operator i s hereby authorized to withhold the 
following costs and charges from production: 

(A) The pro rata share of reasonable well costs 
a t t r i b u t a b l e to each non-consenting working 
i n t e r e s t owner who has not paid his share of 
estimated w e l l costs w i t h i n 30 days from the 
date the schedule of estimated w e l l costs i s 
furnished to him. 
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(B) As a charge for the r i s k involved i n the 
d r i l l i n g of the w e l l , 200 percent of the pro 
rata share of reasonable well costs a t t r i b u ­
table to each non-consenting working in t e r e s t 
owner who has not paid his share of estimated 
well costs w i t h i n 30 days from the date the 
schedule of estimated well costs i s furnished 
to him. 

(8) The operator s h a l l d i s t r i b u t e said costs and 
charges withheld from production to the parties who advanced 
the well costs. 

(9) $5000.00 per month while d r i l l i n g and $500.00 per 
month while producing are hereby f i x e d as reasonable charges 
for supervision (combined f i x e d r a t e s ) ; the operator i s 
hereby authorized to withhold from production the propor­
tionate share of such supervision charges a t t r i b u t a b l e to 
each non-consenting working i n t e r e s t , and i n addition there­
to, the operator i s hereby authorized to withhold from pro­
duction the proportionate share of actual expenditures re­
quired for operating such w e l l , not i n excess of what are 
reasonable, a t t r i b u t a b l e to each non-consenting working 
i n t e r e s t . 

(10) Any unleased mineral i n t e r e s t s h a l l be considered 
a seven-eighths (7/8) working i n t e r e s t and a one-eighth 
(1/8) royalty i n t e r e s t for the purpose of a l l o c a t i n g costs 
and charges under the terms of t h i s order. 

(11) Any well costs or charges which are to be paid out 
of production s h a l l be withheld only from the working i n t e r ­
est's share of production, and no costs or charges s h a l l be 
withheld from production a t t r i b u t a b l e to royalty interests. 

(12) A l l proceeds from production from the subject well 
which are not disbursed f o r any reason s h a l l immediately be 
placed i n escrow i n Lea County, New Mexico, to be paid to 
the true owner thereof upon demand and proof of ownership; 
the operator s h a l l n o t i f y the Division of the name and 
address of said escrow agent w i t h i n 3 0 days from the date of 
f i r s t deposit with said escrow agent. 
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(13) Should a l l parties to t h i s forced-pooling order 
reach voluntary agreement subsequent to entry of t h i s order, 
t h i s order s h a l l thereafter be of no further e f f e c t . 

(14) The operator of the we l l and u n i t s h a l l n o t i f y the 
Director of the Division i n w r i t i n g of the subsequent volun­
tary agreement of a l l parties subject to the forced-pooling 
provisions of t h i s order. 

(15) J u r i s d i c t i o n of t h i s cause i s retained for the 
entry of such further orders as the Division may deem neces­
sary. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION/BlVISION 

WILLIAM J. LÊ AY 
Director 



FORAN O I L COMPANY 

sum: ox. riXAN CRHI'.K 

KUM MILAIX1W KUAl) 

DALLAS. TEXAS 

(214) 37.VK792 

BEFORE EXAMINER CATANACH 

— OIL CONSERVATION DIVISION 

f ~ r ) f t A / i . EXHIBIT NO. - J j £ 

-ftftSE NO. 

ESTIMATE OF COSTS AND AUTHORIZATION FOR EXPENDITURE 

AFE NO. .LEASE NAME 

DATE March 15, 1988 

PROSPECT 
NAME. San Simon 

DESCRIPTION _ 

COUNTY T.P* 

D r i l l and Equip a 13.000' Morrow rP.gr 

STATE New Mexico LOCATION SE/4 Sec 30, T21S-R3 

OPERATOR Foran Oil Company 

DRY HOLE 
WITHOUT PIPE COMPLETED WELL 

LOCATION 8 OAMAGES 2 0 , 0 0 0 2 1 , 5 0 0 

FOOTACE/MI-RU-T0 1 3 . 0 0 0 ' P S 2 1 . 0 0 / F t . 2 7 3 . 0 0 0 2 7 3 . 0 0 0 
CONTRACT DRILLING DAY WORK $4 f 200 /Day 1 2 . 6 0 0 1 6 . 8 0 0 
C CMC NT ING a SERVICES 2 0 . 0 0 0 3 1 . 0 0 0 
DRILL STEM TEST a CORING 1 1 . 2 0 0 U .200 
LOGGING 25 r 0 0 0 2 5 . 0 0 0 
GEOLOGICAL $ 4 n n / n a y f o r 9 4 n a y s q r f i n n q , f i nn 
MUO MATERIALS 3s,nnn 35,nnn 
TRUCKING a LABOR , e s q . Crew & Y e l l o w J a c k e t 1 7 r R n n I f i ,snn 
SUPERVISION $350 /Dav f o r 50 Davs 1 4 . 0 0 0 1 7 . 5 0 0 
BITS a EOUIPMENT RENTAL P V T f Mud C l e a n e r , e t c . R r 2 n n 1 3 r 7(10 
FUEL/WATER 1 5 , 0 0 0 1 8 , 5 0 0 
COMBINED FIXEO RATE 5 , 0 0 0 7 , 5 0 0 
PLUGGING a ABANDONMENT - -

WELL S U R V E Y S / T E S T SERVICES R H P s n r v p y - 2 . 5 0 0 
COMPLETION UNIT $ 1 4 n n / n * y f o r i n n ^ y s - 1 4 . 0 0 0 
CENTRALIZERS a SCRATCHERS 1 .000 4 . 5 0 0 
PERFORATING/LOGGING C B L / P e r f 8 . 6 0 0 
FRAC AN0/0R ACIO ss,nnn 
OTHER __ 
CONTINGENCY fin,nnn 7 4 , n n n 

TOTAL INTANGIBLE 5 2 2 , 4 0 0 6 5 5 , 4 0 0 

DRY HOLE 
WITHOUT PIPE COMPLETED WELL 

CASING-CONOUCTOR - -

CASING-SURFACE 5 0 0 ' 1 3 - 3 / 8 " @ $ 2 5 . 0 0 / F t . 1 2 , 5 0 0 1 2 , 5 0 0 
CASINGMNTERMEOIATE 5 4 5 0 ' 8 - 5 / 8 * @ $ 1 8 . 0 0 / F t . 9 8 , 1 0 0 9 8 , 1 0 0 
LINER-DRILLING - -

CASING-PROOUCTION 1 3 0 0 0 ' 5 - 1 / 2 " @ $ 9 . 0 0 / F t . - 1 1 7 . 0 0 0 
LINER-PRODUCTION -

TUBING 1 2 9 0 0 ' 2 - 3 / 8 " 0 S ? 9 S / F r 
WELL HEAD 4 rnnn 9 .nnn 
OTHER SUB SURFACE EQUIP - -
TANKS - 4,000 
SEPARATORS 6 HEATERS - 1 4 , 5 0 0 
FLOW LINES - 4 , 0 0 0 
Roos/Downhole Pkr & P r o f i l e w/On O f f - 5 , 5 0 0 
PUMP UNIT a ENGINE - -
INSTALLATION COSTS 2 . 5 0 0 1 2 , 5 0 0 
NON-CONTROLLABLE EOUIP _ 5 .nnn 

TOTAL EQUIPMENT 1 1 7 , 1 0 0 320 ,155 

TOTAL WELL COSTS 639 ,500 9 7 5 , 5 5 5 

APPROVALS 

FORAN OIL COMPANY 

WORKNG INTEREST % &Y 

The hirst National Bank 
NON-OPERATOR• of Ar tes ia. N.A. 

2.022 
wOA KI'iC INT C AC ST 7. t>, 

3/15/88 



MARSH OPERATING COMPANY 

P.O. Box 1746 
AMARILLO, TEXAS 79105-1746 

'•-,,!>-" " ' il (806) 372-2381 
% \\\ : ' 

$ ^ 2 9 ! j h ; j u l y 18, 1988 

The Merchant Livestock Co. 
P. 0. Box 1166 
Carlsbad, New Mexico 88220 

A t t n : Mr. J. D. Merchant 

RE: Compulsory Pooling Order 
R-8671 
S/2 Section 30-21S-35E 
Lea County, New Mexico 

Gentlemen: 

We understand t h a t you have received the captioned order. 
As you know, we have leased your i n t e r e s t i n the southwest quarter 
of the captioned section and as t o the leased i n t e r e s t we are 
obligated t o make any e l e c t i o n pursuant t o the order. By copy 
of t h i s l e t t e r t o Foran O i l Company, who we advised i n May 1988 
of our lease, and t o other i n t e r e s t e d p a r t i e s we are confirming 
t h i s f a c t i n w r i t i n g . 

Very t r u l y yours, 

MARSH OPERATING COMPANY 

William W. Cline 
Attorney-in-Fact 

WWC/dlw 

cc: Foran O i l Company 
(w/copy of lease) 
Suite 158, Pecan Road 
8340 Meadows Road 
Dallas, Texas 75231 
A t t n : Mr. Joe Foran 

Mr. W. Thomas K e l l a h i n 
(w/copy of lease) 
P. 0. Box 2265 
Santa Fe, NM 87504-2265 

O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Santa Fe, New Mexico 87 504 

Mr. John Caraway 
P. 0. Box 17 
Carlsbad, New Mexico 88220 

Mr. Jim Bruce 
Hinkle Law Firm 
P. 0. Box 2068 
Santa Fe, NM 87504-2068 



Producer** rf*—Producer's Revised 1981 N< Mexico Form 342P, Paid-up Printed and I il* by Hall-Poorbaugh Preaa, Roswell, N.M. 

K«°424 v.i 500 OIL & GAS LEASE 

g£-
Merchant Livestock Company 

THI J AQP.EEMENT IMM thl* 2 n d oty ot M a y t ( 8 8 t between . 

»tP. Q. Box 116 f i r 

herein tailed IMW (wh*th*f en* ot mon) and NlChOlS bnefCfV ^ mutt. 
1. t**sor. In consideration ol TEN ANO OTHER DOLLARS In hand paid, receipt of which il htm acknowledged. *nd of tho royaltlaa herein provided md of tho agreements of tn* K N H 

herein contained, hereby grants, leases ond Kit exclusively unto loo*** tor tho purpose of Investigating* nptoflng, proepectlng, drMNng, and oporattng for and producing oU and oaa. injec­
ting ga*. water*, othor fluids, and air into subsurface mala, laying pi pa llnoa. atoring oil. building tanka, roadway*, t*t*phon* llnaa. and othor structure* and thing* thoraon to produce. a M . 

taM earn of, treat, procaaa. More and transport aaid minorala. tha following daacrlbod land In L e j 3 County. Ne* Mexico, to-wit: 

NW/4 S E / 4 S e c t i o n 3 0 - 2 1 S - 3 5 E 

Said land la estimated to r-r>»pri«* 4 0 . 0 0 acres whathar It actually comprlaaa mora or loaa. / 

2. Subloct to tha other provlalona herein contalnod, thia loaaa ahall remain In fore* for a I arm of t h r e e ( 3 ) y*u* from thl* d*l* (callad "primary term") and a* 
long thereafter aa oil or gaa la producad Irom aaid land or Irom land with which aaid land la pooled. • 

3. Tha royaltlaa lo ba paid by laiaa* ara: (a) on on, and othar liquid hydrocarbon* saved at tha wait 3 / 1 6 of that producad and aavad Irom taM land. 
aam* to ba delivered at tha walla or to th* credit ol laaaor In th* pipeline to which th* wells may b* connected: (bl on gas, including caalnghaad gat or othor gaaoou* aubatanc* producad 

from said land and uaad oft th* premlt** or us*d in lh* manufacture ol gasollna or othe- iroducts. th* mark*! valu* al lh* wall of_ 1 olth*g*au**d, 

provided that on gaa sold on or off tha premla**, th* royaltl** shall b* 3 / 1 6 of th* amount realized trom auch aat*; (O endat any time whan thia lease ra 
nol validated by other provlalona hereof and th*r* la a gas and/or condensate well on said land, or land pooled therewith, but gaa or condenaate la nol being ao aoM or uaad and such well la 
shut in. allher btlor* or *ft*r production therefrom, than on or belora 90 day* after said well ia shut In. and thereafter at annual interval*, leasee may pay or tender an advance shut-In royalty 

• equal to $1 JO per net acre of lessor's gaa acreag* than held under thla Ie*** by lh* party making such payment or tender, and ao long aa aaid shut-in royalty la paM or tendered, this leaae 
ahall not terminal* *nd It *h*ll b* conatdor*d under all eiauaee hereof that gaa la being producad from th* l*a**d premiees in paying quantities. Each auch payment ahall ba paid or tendered 
to the party or piriiea who at the time of such payment would be entitled to receive th* royaltlaa which would b* paid under thla lease If the well were In fact producing. Tha payment or 
tender of royalties and shut-In royalties may be made by check or draft Any timely payment or tender of shut-in royalty which I* mad* in * bona fid* attempt to make proper payment, but 

> which ts erroneous In whole or In part as to parties or amounts, ahall nevertheless be sufficient to prevent termination of thia lease in the same manner aa though a proper payment had bean 
made If lessee shall correct such error within 30 flays after lessee has received written notice thereof by certified mail trom tha party or parties entitled to receive payment together with such 
written instruments (or certified copies thereof) as are necessary to enable lessee to make proper payment The (mount realized from the sal* of gaa on or off tha premise* shall be the price 
eatabll*n*d by the gaa sales contract entered into in good faith by lessee and gaa purchaser tor auch term and under such conditions as ar* customary In tha industry. "Pric*" shall mean Ihe 
net amount received by lessee after giving effect to applicable regulatory orders and after application of any applicable price *d|ustm*nts specified In such contract or regulatory orders. In 
the event lessee compresses, treets, purifies, or dehydrstes such gaa (whether on or off the leesed premises) or transports gas off the leased premises, lessee In computing royalty 
hereunder may deduct Irom auch price a reasonable charge tor each of auch functions performed. 

4. This ia a paid-up leaae and lessee shall not be obligated during the primary term hereof lo commence or continue any operations of whatsoever character or to make any payments 
• hereunder hi order to maintain thia lease in force during the primary term; however, thla provision is nol Intended to relieve lessee ol the obligation to pay royalties on actual production pur-

• auant to the provisions or Paragraph 3 hereof. 
' 1 lot*** It hereby granted the right and power, from time to time, to pool or combine thia lease, tha land covered by it or any part or horizon thereof with any othar land, leases, mineral 
' ettatet or pans thereof for the production of oil or gav Units pooled hereunder shall nol exceed the standard proration unit tiled by law or by tne Oil Conservation Division ot the Energy and 

Uinem* r i -nn»»n ni th. $t*>* * ' M«W Mexico or by any otner lawful authority for tn* pool or area in which said land Is situated, plus a tolerance of ten percent Less** shaiiwuitari 
unit deaignatlona In the county in which the premises.are located and auch units may be designated from time to lime and either before or efter the completion of wells. Drilling operations 
on or production trom any pan of any such unit snail be considered for all purpoaes, except the payment of royalty, as operatlona conducted upon or production Irom the land described in 
that leue. There ahall ba allocated to the land covered by thia leaae included in any auch unit that portion of the total production of pooled minerala from walla in the unit, after deducting any 
uaad in Mat* or unit operatlona. which the net oil or gaa acreag* in tha land covered by this lease Included In tha unit beers to tha total numbar of aurtece acres m th* unit Tha production ao 
allocated ahall ba considered for all purpoaes. Including the payment or delivery of royalty, to be the entire production ol pooled minerala trom th* portion of aaid land covered hereby and in­
cluded In aaid unit In tha um* manner aa though producad Irom said land under the term* ot thl* lease. Any pooled unit designated by lessee, a* provided herein, may be dissolved by 
leasee by recording an appropriate Instrument In the County where the land la situated at any time attar th* completion of s dry hole or th* cessation of produetion on Mid unit 

I. If at th* expiration of tha primary term there It no wall upon aaid land capable of producing oU or gaa, but leasee has commenced operation* for drilling or reworking thereon, ttua leaae 
ahall remain In force ao long aa operatlona ara protacuted with no cassation of more than 60 consecutive day*, whether auch operatlona ba on the same wen or en a different or additional 
wen or wellt, and If they result In tha production of oil or gaa, ao long the ratter aa oil or gaa la producad Irom aaid land. It. after th* expiration of th* primary term, all walla upon aaid land 
ahouM become Incapable of producing for any cause, thla leaae ahall not terminate If lease* commences operatlona tor additional drilling or tor reworking within 60 days thereafter. If any 
drilling, additional drilling, or reworking operations Hereunder result In production, than ttua lease ahall remain In full force to long thereafter aa oH or gaa ia producad hereunder. 

T. Lessee shall have free uaa of oil, ga* and waler from aaid land, except water from lessor's wells and tanka. for all operatlona hereunder, and th* royalty ahall b* computed after deduc­
ting any ao used. Lesaee shall have the right at any time during or alter the expiration of IM* leaae to remove ail property end fixtures placed by lesaee on aaid land, including the right to 
drew and remove all casing. When required by lenor. lessee will bury ell pipe line* on cultivated lands below ordinary plow depth, and no wall ahall ba drilled within two hundred feet (300 It) 
ef any residence or bam now on said land without lessor'I consent. Lessor shall hav* th* privilege, al hi* rtak and expenaa, of using gaa from any gaa wall on aaid land for stoves and Inside 
eghta In tM principal dwelling thereon, out of any surplus gaa not needed tor operations hereunder. 

6. The rights of either party hereunder may be assigned In whole or In part and the provisions hereof ahall extend to their heirs, executors, administrators, successors and assigns; but no 
change In the ownership of the land or In the ownership of, or right* to receive, royeltles or shut-in royaltlaa, however accompliahed shall operate to enlarge the obligations or diminish the 
rights of lesaee: and no such change or division shall ba binding upon lessee for any purpose until 30 days after lessee has been tumiahed by certilied mall at lessee's principal place cf 
business with acceptable Instruments or certified copies thereof constituting the chain ot title from the original lessor. If any such change In ownership occurs through the death of the 
owner, leasee may, at lta option, pay or tender any royeltles or shut-in royelties In the name of the deceesed or to his estate or to hie heirs, executor or administrator until such time es lessee 
has been furnished with evidence satisfactory to laesee aa to Ihe persons entitled to such sums. An assignment of this leese in whole or in part ahall. to the extent ol auch assignment, 
relieve and dlteharge lessee of any obligations hereunder end, If leasee or assignee of part or parts hereof snail tall or make default In tne payment of tha proportionate part of royalty or shut-
in royalty due trom auch leaae* or assignee or fall to comply wilh any of tha provisions of this lease, such default shall not affect thle lease insofar as it covers a pan of aaid lends upon which 
leteee or eny essignee therof shall property comply or make auch payments. 

6. Should lessee be prevented from complying with any express or Implied covenant of this lease, or from conducting drilling or reworking operations hereunder, or from producing oil or 
gaa hereunder by reason of scarcity or Inability to obtain or ute eauipment or material, or by operation of force majeure, or by any Federal or atate law oc any order, rule or regulation ol 
govermentmental authority, than while so prevented, lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewith; and thla leaae ahall be extended while 
and ao long aa ieaaaa la prevented by any auch causa from conducting drilling or reworking operation* or Irom producing oil or gas hereunder end th* tim* whll* lessee It so prevented than 
not ba counted against Lessee, anything In this lease to the contrary notwithstanding. 

10. Lessor hereby warrant* and eg reel to defend the title to aaid land and agrees that lessee at lta option may discharge any tax, mortgage or other lien upon aaid land, and In th* event 
lessee does ao It ahall be subrogated to auch lien wIMUhe right to enforce aam* and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without Impairment of 
kitaaa'a rights under th* warranty, If thla lease covers! less Interest In tha oil or gaa In all or any part of aaid land than tha entire and undivided fee simple estate (whether lessor's interest is 
herein specified or not) then the royaltlaa. shut-in royalty, and other payments. If eny, accruing from any part as to which this lesse covers less than auch full Interest shall be paid only in the 
proportion when the Interest therein. If any. covered by this lease, sears to the whole and undlvWsd fee simple eetete therein. Should «n> one or more wl tne parties named above as lessors 
fail lo execute thla leeae. It ahall nevertheless be binding upon the party or parties executing the same. 

II. Lessee, It* or hi* successors, heirs end essigns, shall have the right at any time to surrender thle leeae. In whole or In pen, to lessor or nis hairs, successors, end aaalgna by delivering 
or mailing a release thereof to the lessor, or by piecing e release thereof ol record in the county in which seid land Is situated; thereupon lessee shall be relieved from ell obligations, express­
ed or implied, ol this agreement es lo acreage so surrendered, and tnerafter the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduc­
ed by said release or releases 

Notwithstanding any of the provisions of th i s lease, Lessee agrees 
not to u t i l i z e the leased premises as a d r i l l s i te , but may unitize 
or pool a l l or any part of the leased lands for proration unit 
purposes. 

reeuted the)d*y end yeer Hret above wrltten.^-^ / executed \ r 

J MERCHANT LIVESTOCK COMPANY 

Bv: Qjbh/fis^cA £Ur-Cf-
J/)D. Merchant, Presid 

-tv TT This Lease s h a l l supersede and take the place of that certain 
u n\s A i r o t — — — . - . - - - -

• Sh.— 
idj^ht 



The foregoing instrument wa3 acknowledged before me this day of. 

10 by 

My Commission expires , 19 

STATE OF 

County of 

The foregoing instrument was acknowledged before ne this 

19 by 

Notary Public 

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form) 

day of : : , 

My Commission expires , 19 . Notary Public 

STATE OF 
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form) 

County of 

The foregoing instrument was acknowledged before me this day of : , 

19 by : : 

My Commission expires , 19 Notary Public 

STATE OF 
INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form) 

County of 

The foregoing instrument was acknowledged before me this day of '. _ , 

19 by L 

My Commission expires , IS Notary Public 

STATE OF NEW MEXICO.. 

County . o f ^ f l S 
CORPORATION ACKNOWLEDGMENT (New Mexico Short Form) 

AV i H i i F s 3 r d 
_vvTUe foi'egoin'fj.nnstrument was acknowledged before me this 

^ ^ ^ ^ g A N T y f J R -
~ f c j ? H I E . f l E R C H A N l r L I V E S T O C K CO 
on behalf of said c 

.day of. 
May 

., 19. 
88 

\ 
.President 

New Mexico 
on benalf of said cf>rp'oratibn 

'vj'mmission E>s£i^£sr J 

^corporation 

1-0 D P r . '1 q f l f l 

STATE OF 

County of 

C o n n i e B i c k e r s f a f f / / v . 7-Notary Public 

CORPORATION ACKNOWLEDGMENT (New Mexico Short Form) 
1 I 

The foregoing instrument was acknowledged before Tie this. .day of . 19. 

by- .President 
of 

on behalf of suld corporation. 

My Commission Expires: 

.corporation 

Notary Public 

Jf 



MCCORMICK, FORBES, CARAWAY AND TABOR 

D O N G. M S C O R M I C K ( 1 9 0 7 - 1 9 8 6 ) 
J A Y W. F O R B E S 

J O H N M . C A R A W A Y 

C A S T A B O R 

A T T O R N E Y S A T L A W 

B U J A C B U I L D I N G , 112 N O R T H C A N Y O N 

P. O . B O X I 7 I S 

CUCSTJS&A.D, N E W M E X I C O 8 8 8 2 1 - 1 7 1 8 
T E L E P H O N E 8 8 5 - 4 1 7 1 

A R E A C O D E 5 0 5 

Tttaeopj* (505) 885-1963 M I C H A E L E. D A R G E L 

D E N I S E A . M A D R I D 

J u l y 19, 1988 

W. Thomas Ke l l a h i n 
KELLAHIN, KELLAHIN & AUBREY 
P.O. BOX 2265 
Santa Fe, New Mexico 87504-2265 

Re: Foran O i l Company 
T21S, R35E, NMPM, 
Section 30: SE/4, E/2SW/4 
Lea County, New Mexico 
Compulsory Pooling.Order R-8671 

Dear Mr. K e l l a h i n : 

I represent the Merchant Livestock Company of Carlsbad and 
t h i s l e t t e r i s i n response t o your l e t t e r dated J u l y 11, 1988 
addressed t o Merchant Livestock Company, w i t h a copy of the force 
Pooling Order No. R-8671 from the New Mexico O i l Conservation 
D i v i s i o n attached. 

Please be informed t h a t Merchant L i v e s t o c k Company has 
executed a corrected O i l and Gas Lease t o Nichols Energy under 
date of May 2, 1988, and recorded on June 6, 1988 i n Book 424, 
Page 500 of the Records of Lea County, New Mexico. I enclose a 
copy of t h a t lease f o r your convenient reference. This lease 
corrected an e a r l i e r lease under the same date, recorded on May 
26, 1988 i n Book 424, Page 229 of the Records of Lea County, New 
Mexico. 

Please note t h a t t h e s u b j e c t lease p r o v i d e s f o r a 3/16 
r o y a l t y on o i l and gas reserved t o Merchant Livestock Company. I 
tender t h i s lease t o you f o r you and your c l i e n t ' s r e c o g n i t i o n . 
Please be advised t h a t N i c h o l s Energy, as Lessee, or t h e i r 
Assignee w i l l be the working i n t e r e s t owner f o r the acreage so 
leased. I understand t h a t e i t h e r N i c h o l s Energy or t h e i r 
assignee w i l l be i n contact w i t h you or your c l i e n t d i r e c t l y f o r 
appropriate arrangements t o pay the proportionate d r i l l i n g costs. 
Since Merchant Livestock Company has leased t o Nichols Energy, 
Merchant has no present i n t e n t t o pay t h e i r share of t h e 
requested d r i l l i n g costs. 

Paragraph 10 of t h e O i l Conservation D i v i s i o n Order 
p e r t a i n i n g t o unleased mineral i n t e r e s t should not come i n t o play 
concerning t h i s acreage as Merchant Livestock Company i s now the 
b e n e f i c i a r y of a reserved 3/16 r o y a l t y i n t e r e s t under the lease. 



W. Thomas Kellahin 2 July 19, 1988 

I f there be any d i f f i c u l t y w i t h you and/or your c l i e n t 
recognizing t h i s lease and Merchant's reserved 3/16 r o y a l t y , 
please contact me r i g h t away. 

JMC:eds 
Enclosure 
cc Merchant Livestock Co. 

Foran O i l Company 
Oil Conservation Division 
Nichols Energy Co. 
Marsh Operating Co. 



STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

GARREY CARRUTHERS 
GOVERNOR 

POST OFFICE BOX 208a 
STATE LAND OFFICE BUILDING 

SANTA FE. NEW MEXICO S7501 
(505) 827-5800 

Mr. Tho.nas K e l l a h i n 
K e l l a h i n , K e l l a h i n & Aubrey 
Attorney a at Law* 
Po3t Of Sice Box 2265 
Santa Fo, liew Mexico 

Dear S i r : 

Enclosed herewith are two copies of the above-referenced 
D i v i s i o n order r e c e n t l y entered i n the subject case. 

Sincerely, 

FLORENE DAVIDSON 
OC S t a f f S p e c i a l i s t 

Re: CASE NO. ajg2 
ORDER NO. I 

Appl i c a n t : 

Foran O i l Companv 

Copy of order also sent t o : 

Hobbs OCD -.: 
Ar t e s i a OCD x 
Aztec OCD 

Other 


