


CHALK BLUFF DRAW PROSPECT 

I l l i n o i s Camp "20" State #1 Well 
N/2, Section 20, T18S-R28E 
Eddy County, New Mexico 

Case 4 10944 

ARCO - 18.7500% 

Mr. John Lodge 

10-22-93 Well proposal and AFE sent. 
10- 26-93 Per Steve Cobb's breakfast meeting w i t h John Lodge, ARCO 

w i l l farmout i t s i n t e r e s t . C u r r e n t l y r e - o r g a n i z i n g the 
company. 

11- 10-93 Sent N.M.O.C.D. l e t t e r . 
12- 01-93 Sent advance n o t i c e of hearing l e t t e r . 
12-08-93 Breakfast meeting w i t h Steve Cobb. 
12-16-93 L e t t e r to Mr. Lodge c o n f i r m i n g previous conversations 

w i t h Steve Cobb. 
12-30-93 Per Steve Cobb, ARCO w i l l send L e t t e r Agreement. 
01-20-94 Advised John of our amended l o c a t i o n . 
01-20-94 Sent l e t t e r amended AFE and w e l l proposal. 
01-21-94 Lunch w/Steve Cobb. 
01-24-94 Per meeting w/John Lodge, ARCO can not commit i t s acreage 

at t h i s time as i t i s subject t o an Amoco-ARCO exp l . 
agreement c u r r e n t l y being negotiated. 

01-27-94 Lunch w/Steve Cobb. 
01- 28-94 Spoke w i t h John on the phone, also sent l e t t e r o u t l i n i n g 

terms of our verbal communications about how ARCO w i l l 
commit t h e i r acreage. 

02- 04-94 Sent N.M.O.C.D. L e t t e r . 
02-17-94 Steve had breakfast w i t h John, discussed our proposal. 
02- 24-94 Steve spoke w i t h John we should know something t h i s week. 
03- 02-94 Per Steve's conversation w i t h John we w i l l have a signed 

agreement before our p o o l i n g hearing. 
03-03-94 Per Steve's conversation w/John he confirmed we would 

have a signed agreement before the hearing. 
03-08-94 Submitted John lease i n f o r m a t i o n i n regard to ARCO's 

pre p a r a t i o n of the farmout agreement to us. 

Mrs. Margaret Nichols - 12.5000% 

Mrs. Nichols: 

09- 23-93 Sent l e t t e r o f f e r i n g to purchase t h e i r i n t e r e s t . 
10- 18-93 Follow up c a l l , l e f t message. 
10-20-93 Sent l e t t e r regarding our o f f e r s t a t i n g our i n t e r e s t i n 

a farmout i n l i e u of s e l l i n g t h e i r i n t e r e s t . 
10-22-93 Sent w e l l proposal, Called and l e f t a message. 
10-25-93 Follow up c a l l , l e f t a message. 
10- 29-93 Follow up c a l l , l e f t a message at 3:18 p.m. 
11- 01-93 Mrs. Nichols advised me her husband died t h i s summer and 

she's t r y i n g to administer h i s Estate. She doesn't want 
to make any decisions r i g h t now. I advised her of 
pool i n g . She's to t a l k w i t h someone Thursday. Advised 
us to c a l l back Monday f o r an appointment. 

11-04-93 Per Mrs. Nichols she doesn't want to do anything 
regarding our proposal. Advised us to c a l l back November 
8, to set up meeting f o r next week. 

11-08-93 Per Mrs. Nichols she i s not i n t e r e s t e d i n me meeting w i t h 
her i n Dallas to discuss our proposal. She simply i s 
not i n t e r e s t e d i n n e g o t i a t i n g a trade at t h i s time 
probably a f t e r Christmas. 

11-08-93 Sent l e t t e r a d v i s i n g again our proposal and the 
consequences of having to be force pooled. Requested she 
reconsider and e i t h e r s e l l or farmout her i n t e r e s t . 



11-10-93 Sent advance n o t i c e hearing l e t t e r . 
11-17-93 Received a fax from Mrs. Nichols a d v i s i n g of the terms 

she wanted f o r a farmout agreement. 
11-19-93 Sent l e t t e r to Mrs. Nichols s t a t i n g what we would agree 

to f o r a farmout agreement. 
11- 23-93 Went to see her i n D a l l a s , she was s t i l l undecided. 
12- 01-93 Sent advance n o t i c e hearing l e t t e r . 
12-13-93 Spoke w i t h her on the phone she made a counter o f f e r 

wanting 1/4 r o y a l t y , w i l l d e l i v e r a 73% NRI and she also 
wanted cash. 

12-22-93 She w i l l give us a (3) year term assignment, no cash, 
d e l i v e r us a 73% NRI. Paul Haden w i l l go to Dallas a f t e r 
Christmas t o discuss. 

12-28-93 Received unclaimed c e r t i f i e d advance n o t i c e hearing 
l e t t e r . 

01-11-94 Met w i t h Mrs. Nichols regarding our proposed term 
assignment, discussed the terms. She i s to review t h i s 
w i t h her Attorney, i f approved she w i l l sign and r e t u r n . 

01-13-94 L e t t e r from Mrs. Nichols where we are agreeing to her 
terms f o r a F/O/A. signed January 1 1, 1994 by Paul 
Haden. 

01-19-94 Sent l e t t e r to Mrs. Nichols g i v i n g her i n f o r m a t i o n about 
a probate proceeding and how to go about g e t t i n g t h i s 
done as soon as p o s s i b l e . 

01-20-94 Sent her the r e v i s e d AFE and w e l l proposal. 
01- 27-94 Follow up c a l l , she has not had time to review our 

assignment as she has had a toothache. 
02- 07-94 Follow up c a l l , she wanted to s t r i k e the warranty 

p r o v i s i o n , we s a i d ok. She would sign and send i n a 
couple of days. 

02-17-94 Paul c a l l e d and advised t h a t he would be i n Dallas would 
she l i k e to meet regarding any questions. She said no 
t h a t she would sign our assignment and send i t t h i s date. 

02- 28-94 Received executed assignment from Mrs. Nichols, she 
revised some of the terms. 

03- 01-94 Advised Mrs. Nichols we named her husbands' Estate as a 
respondent i n our p o o l i n g hearing as the Estate hasn't 
been probated y e t . 

03-03-94 Advised Mrs. Nichols t h a t the paragraph she revised was 
not acceptable to us. I advised her how we would revise 
the paragraph t o f i t her needs plus adding her land i n 
Sec. 29. She agreed. 

03-04-94 Mailed r e v i s e d assignment to Mrs. Nichols f o r execution 
again advised Mrs. Nichols we had to name her husband's 
Estate i n the p o o l i n g since the Estate was not yet 
probated. 



MEWBOURNE O I L COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

M a r c h 8 , 1994 

Hand D e l i v e r e d 

ARCO O i l and Gas Company 
P. O. Box 1610 
Midland, Texas 79702 

A t t n : Mr. John E. Lodge 

Re: Chalk B l u f f Draw Prospect 
N/2 Sec. 20 and W/2 Sec. 21, 
f o r depths below 3000' beneath 
the surface, 
T18S, R28E 
Eddy County, New Mexico 

Dear John: 

As requested, enclosed f o r your i n f o r m a t i o n i s a copy of our 
Li m i t e d Leasehold T i t l e Opinion dated February 11, 1994 f o r the 
captioned Section 20. Regarding Section 21, we do not have a T i t l e 
Opinion t o date. However, our records i n d i c a t e the f o l l o w i n g ARCO 
ownership: 

W/2 Sec. 21 below 3000': 

W/2NW/4: ARCO owns a 50% i n t e r e s t 
Lease: State Lease E-1821-17 
Lessee: J. C. Vandeventer 
Lease Date: A p r i l 10, 1948 

E/2NW/4: ARCO owns a 50% i n t e r e s t 
Lease: State Lease 647 
Lessee: M a r t i n Yates, J r . 
Lease Date: November 14, 1922 

Should you r e q u i r e any f u r t h e r i n f o r m a t i o n i n regard t o the 
pre p a r a t i o n s of the Farmout Agreements, please advise. 



ARCO O i l and Gas Company-
March 8, 1994 
Page 2 

Your cooperation i n connection w i t h the above i s g r e a t l y 
appreciated. 

Sincerely, 

Landman 

DPH/klc 
Enclosure 
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MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

F e b r u a r y 4 , 1994 

(915) 682-3715 

FAX (915) 685-4170 

ARCO O i l and Gas Company 
P.O. Box 1610 
Midland, Texas 79702 

A t t n : Mr. John E. Lodge 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 
N/2, Sec. 20, T18S, R28E 
Eddy County, New Mexico 

Gentlemen: 

Mewbourne O i l Company (Mewbourne) p r e v i o u s l y proposed the d r i l l i n g 
of the captioned w e l l on October 22, 1993 as amended by our l e t t e r 
dated January 24, 1994 and i n v i t e d you to e i t h e r p a r t i c i p a t e i n the 
d r i l l i n g of the w e l l or s e l l or farmout your i n t e r e s t to Mewbourne. 

I t has become evident through our communications w i t h the i n t e r e s t 
owners i n the proposed p r o r a t i o n u n i t that we w i l l be unable to 
reach a v o l u n t a r y agreement w i t h a l l of the p a r t i e s involved. In 
order to d r i l l the w e l l i n a t i m e l y manner and to honor various 
commitments we have made, please be advised we intend to f i l e an 
a p p l i c a t i o n f o r po o l i n g before the New Mexico O i l Conservation 
D i v i s i o n i n approximately two (2) weeks. 

Mewbourne desires to avoid the necessity of a pooling hearing, 
t h e r e f o r we w i l l continue w i t h our e f f o r t s to reach a v o l u n t a r y 
agreement w i t h a l l i n t e r e s t owners. We r e s p e c t f u l l y request that 
you reconsider your p o s i t i o n and a s s i s t us i n avoiding the pooling 
of t h i s u n i t . 

Should you have any questions concerning t h i s matter, please do not 
h e s i t a t e to c a l l . We would be happy to arrange a meeting between 
our companies to discuss t h i s issue at your convenience i n the near 
f uture . 

Sinc e r e l y , 

DV Pau1 
Landman 

ompany 

PH:jls 



MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

January 28, 1994 

ARCO O i l and Gas Company 
P.O. Box 1610 
Midland, Texas 79702 

Attn: Mr. John E. Lodge 

Re: Chalk B l u f f Draw Prospect 
Sections 19, 20 & 21, T18S, R28E 
Eddy County, New Mexico 

Dear John: 

Per our recent discussions, the purpose of t h i s l e t t e r i s to 
outl i n e the general terms under which ARCO O i l and Gas Company 
(ARCO) w i l l commit i t s i n t e r e s t i n the captioned acreage to 
Mewbourne O i l Company (Mewbourne) f o r i t s continued development of 
said acreage. 

Pursuant to the above, ARCO agrees that w i t h i n t h i r t y (30) days 
from receipt of a well proposal from Mewbourne, ARCO w i l l commit 
i t s i n t e r e s t i n the captioned land to Mewbourne by electing one of 
the following options: 

1) Parti c i p a t e w i t h Mewbourne i n the d r i l l i n g , t e s t i n g and 
completion of the w e l l to the f u l l extent of i t s i n t e r e s t i n 
the spacing u n i t allocated to such w e l l . Our form of Joint 
Operating Agreement w i l l be provided under separate cover. 

2) Farmout a l l of i t s uncommitted i n t e r e s t to Mewbourne i n the 
applicable Section by adding said i n t e r e s t to t r a c t Number 3 
of that c e r t a i n Farmout Agreement dated March 1, 1992 as 
amended, by and between ARCO and Mewbourne. 

3) S e l l a l l of i t s uncommitted i n t e r e s t to Mewbourne i n said 
Section on the basis of $125.00 per net acre for a one (1) 
year term. 



I t i s agreed that Mewbourne w i l l not propose any well to ARCO u n t i l 
a f t e r the we l l completion form C-105 of a previous well subject to 
t h i s agreement has been f i l e d w i t h the proper governmental 
authority having j u r i s d i c t i o n . I t i s further agreed that Mewbourne 
w i l l not propose more than one we l l at a time as to acreage 
committed to t h i s agreement. 

Should the above properly express your understanding of our 
agreement, please so s i g n i f y i n the space provided and return an 
executed copy of t h i s l e t t e r to the undersigned at your e a r l i e s t 
convenience. 

Your cooperation i n t h i s matter i s greatly appreciated. 

Sincerely, 

MEWBOURNE OIL COMPANY 

Steve Cobb 
D i s t r i c t Landman 

DPH\SC:jls 

ARCO OIL AND GAS COMPANY 

By: 

T i t l e : 

Date: 

cc: Ken Waits 





MEWBOURNE OIL COMPANY 

FAX TRANSMITTAL COVER SHEET 

DATE: 

TO 

COMPANY 

FROM: 

•. Age® 

COMPANY: Mewbourne O i l Company - Midland 

2— 
PAGES TO FOLLOW: 
REMARKS: 

I f you have problems r e c e i v i n g t h i a fax, please c a l l (915) 682-3715. 

Thanks 1 



MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

January 20, 1994 

CERTIFIED MA 1L RETURN RECEIPT REQUESTED Pl75-142-706 

ARCO O i l and Gas Company 
P.O. Box 16 10 
Midland, Texas 79702 

A t t n : Mr. John Lodge 

Fax# (915) 688-5250 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 
N/2 Sec. 20, T18S, R28E 
Eddy County, New Mexico 

Gent 1emen: 

For reference, Mewbourne O i l Company (Mewbourne), as Operator 
proposed the d r i l l i n g of the captioned w e l l at a l o c a t i o n 660' FNL 
& 1115' FWL of the captioned Section 20. Mewbourne hereby amends 
the l o c a t i o n of the captioned w e l l to provide for the we l l to be 
d r i l l e d at a standard l o c a t i o n 660' FNL & 1980' FWL of the 
captioned Section 20. The spacing u n i t f o r said w e l l s h a l l remain 
as o r i g i n a l l y proposed, being the N/2 of said Section 20. 

Regarding the above, enclosed f o r your infor m a t i o n and 
cons i d e r a t i o n is a copy of Mewbourne's AFE revised Janaury 18, 
1994. Should you have any questions regarding the above, please do 
not h e s i t a t e to c a l l the undersigned. 

D. Paul Haden 
Landman 

DPH:jls 
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MEWBOURNE O I L COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 

FAX (915) 685-4170 

December 16, 1993 

ARCO O i l & Gas Company 
P. O. Box 1610 
Midland, Texas 79702 
A t t n : Mr. John Lodge 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 Well 
N/2 of Section 20-18S-28E 
N/2 Pr o r a t i o n Unit 
Eddy County, New Mexico 

Dear John, 

This l e t t e r w i l l confirm our recent conversations concerning ARCO 
O i l & Gas Company's (ARCO) i n t e r e s t under the captioned w e l l . 

Within t h i r t y days from r e c e i p t of the logs on the Mewbourne O i l 
Company (Mewbourne) I l l i n o i s Camp "17" State #2 w e l l l o c ated i n the 
E/2 of Section 17-18S-28E, Eddy County, New Mexico, ARCO agrees t o 
el e c t one of the f o l l o w i n g options as t o a l l of i t s i n t e r e s t i n our 
proposed I l l i n o i s Camp "20" State #1 w e l l : 

1) P a r t i c i p a t e t o the f u l l extent of i t s i n t e r e s t i n the 
d r i l l i n g , t e s t i n g and completion of the captioned w e l l . 

2) Farmout a l l of i t s i n t e r e s t t o Mewbourne by adding the N/2 of 
Section 20-18S-28E t o t h a t c e r t a i n Farmout Agreement dated 
March 1, 1992 by and between ARCO and Mewbourne t o t r a c t 
number 3 of sai d agreement. 

I f the above p r o p e r l y expresses your understanding of our 
agreement, please so s i g n i f y by si g n i n g i n the space provided and 
r e t u r n i n g a copy of t h i s l e t t e r t o the undersigned at your e a r l i e s t 
convenience. 

Sincerely, 

Mewbourne O i l Company 

Steve Cobb 
D i s t r i c t Landman 

SC/klc 



ARCO O i l & Gas Company-
December 16, 1993 
Page 2 

AGREED TO AND ACCEPTED t h i s 
day of 199 

ARCO O i l & Gas Company 

By: 



MEWBOURNE O I L COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

December 1, 1993 

ARCO O i l and Gas Company 
P.O. Box 1610 
Midland, Texas 79702 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 Well 
Section 20, T18S, R28E 
Eddy County, New Mexico 

Attn: Mr. John Lodge 

Dear Mr. Lodge: 

Mewbourne O i l Company (Mewbourne) previously proposed the d r i l l i n g 
of the captioned well on October 22, 1993 and i n v i t e d you to either 
p a r t i c i p a t e i n the d r i l l i n g of the wel l or s e l l or farmout your 
i n t e r e s t to Mewbourne. 

I t has become evident through our communications with the in t e r e s t 
owners i n the proposed proration u n i t that we w i l l be unable to 
reach a voluntary agreement with a l l of the parties involved. In 
order to d r i l l the w e l l i n a timely manner and to honor various 
commitments we have made, please be advised we intend to f i l e an 
application for pooling before the New Mexico O i l Conservation 
Division i n approximately two (2) weeks. 

Mewbourne desires to avoid the necessity of a pooling hearing, 
therefore we w i l l continue with our e f f o r t s to reach a voluntary 
agreement with a l l i n t e r e s t owners. We re s p e c t f u l l y request that 
you reconsider your p o s i t i o n and assist us i n avoiding the pooling 
of t h i s u n i t . 



Should you have any questions concerning t h i s matter, please do not 
hesitate to c a l l . We would be happy to arrange a meeting between 
our companies to discuss t h i s issue at your convenience i n the near 
future. 

Landman 

PH:jls 
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SENDER: 
• Complete Itema 1 a<""or 2 for additional eervicea. 
• Complete Itema 3, le & b. 
• Print your noma ar*. . ,draaa on the reyerea of thla form ao that we can 
return thla card to you. *»» i;;, ..., • 
• Attach thla form to the front of the Hiajfpleca, or on the back If apace ?•'..' 
doea not permit. ?•<%.• ,- ,. ' , f jfjjr,- ,*';.*?.• 
• Write "Return Receipt Requested" on the mailpiece below the article number. 
• The Return Receipt will ahow to whom the article waa delivered and the date 
delivered. • •' '< : 

1 ale* wish to receive the 
follow' lervlces (for an extra 
fee): 

v 1 , • Addressee's Address 

)|; 2, i O Restricted Delivery 
Consult postmaster for fee. 

3. Article Addressed to: 
tr-

ARCO O i l a n d ^ a s Co. 
i A t t n : Mr . John Lodge 

MIO-30 
P.O. Box 1610 

i M i d l a n d , TX 79702 

4a. Article Number 3. Article Addressed to: 
tr-

ARCO O i l a n d ^ a s Co. 
i A t t n : Mr . John Lodge 

MIO-30 
P.O. Box 1610 

i M i d l a n d , TX 79702 

4b. Service Type 
P Registered • Insured 

C9 Certified - ' • COD 
• Express Mail • Return Receipt for 

Merchandise 

3. Article Addressed to: 
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ARCO O i l a n d ^ a s Co. 
i A t t n : Mr . John Lodge 

MIO-30 
P.O. Box 1610 

i M i d l a n d , TX 79702 7. Date of Delivery 

A nrp r- 5 1993 
5. Signature (Addressee) / 8. Addressee's WSdVfess (Only If requested 

and fee is paid) 

6. Signature (Agent) 

8. Addressee's WSdVfess (Only If requested 
and fee is paid) 
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• Complete items 1 and/or 2 for additional services. 
• Complete items 3. anc' \ b. 
• Print your name and ai. . ,s on the reverse of this form so that we can 
return this card to you. 
• At tach this form to the front of the mailpiece, or on the back if space 
does not permit. 
• Write "Return Receipt Requested" on the mailpiece below the article number. 
• The Return Receipt wil l show to whom the article was delivered and the date 
delivered. 
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Po. /3<MC „ . 
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5. Signature (Addressee) 8. Addressee's Address (Only if requested 
and fee is paid) 

6. Signature (Agent) 



MEWBOURNE O I L COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 

FAX (915) 685-4170 

November 10, 1993 

C e r t i f i e d M a i l - Return Receipt Reauested P 155 142 798 

ARCO O i l and Gas Company 
P. O. Box 1610 
Midland, Texas 79702 

A t t n : Mr. John Lodge 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 Well 
N/2 Sec. 20, T18S, R28E 
Eddy County, New Mexico 

Gentlemen: 

Mewbourne O i l Company (Mewbourne) p r e v i o u s l y proposed the d r i l l i n g 
of the captioned w e l l on October 22, 1993 and i n v i t e d you t o e i t h e r 
p a r t i c i p a t e i n the d r i l l i n g of the w e l l or s e l l or farmout your 
i n t e r e s t t o Mewbourne. 

I t has become evident through our communications w i t h the i n t e r e s t 
owners i n the proposed p r o r a t i o n u n i t t h a t we w i l l be unable t o 
reach a v o l u n t a r y agreement w i t h a l l of the p a r t i e s i n v o l v e d . I n 
order t o d r i l l the w e l l i n a t i m e l y manner and t o honor various 
commitments we have made, please be advised, we i n t e n d t o f i l e an 
a p p l i c a t i o n f o r p o o l i n g before the New Mexico O i l Conservation 
D i v i s i o n i n approximately two (2) weeks. 

Mewbourne de s i r e s t o avoid the neces s i t y of a p o o l i n g hearing, 
t h e r e f o r e we w i l l continue w i t h our e f f o r t s t o reach a v o l u n t a r y 
agreement w i t h a l l i n t e r e s t owners. We r e s p e c t f u l l y request t h a t 
you reconsider your p o s i t i o n and a s s i s t us i n a v o i d i n g the p o o l i n g 
of t h i s u n i t . 

Should you have any questions concerning t h i s matter, please do not 
h e s i t a t e t o c a l l . We would be happy t o arrange a meeting between 

data\paul\arco.nlO 



ARCO O i l and Gas Company 
November 10, 1993 
Page 2 

our companies t o discuss 
f u t u r e . 

t h i s issue at your convenience i n the near 

D.'Paul Haden, CPL 
Landman 

data\paul\arco.nlO 





MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 

FAX (915) 685-4170 

March 4 , 1994 

Margaret B. Nichols 
6900 Baltimore 
D a l l a s , Texas 75205 

Re: Term Assignment 
T18S, R28E 
Sec. 20: SW/4NE/4 and W/2 SE/4, 
below 3000' 
Sec. 29: NW/4NE/4 below 3000' 
Eddy County, New Mexico 

Dear Mrs. Nichols: 

I n reference t o our phone conversation of March 3, 1994, enclosed 
f o r your c o n s i d e r a t i o n and execution i s a re v i s e d Assignment of 
Operating Rights t o O i l and Gas Lease covering the captioned land. 

Regarding the above, I've added your land i n Section 29 described 
above t o the assignment as we discussed. Also, I've revised 
paragraph e i g h t (8) of the agreement t o r e f l e c t the warranty and 
indemnity language you d e s i r e . 

Except f o r the r e v i s i o n s referenced above, the enclosed agreement 
remains as o r i g i n a l l y w r i t t e n . At your e a r l y convenience, please 
execute the enclosed d u p l i c a t e assignments, have them n o t a r i z e d , 
and forward one (1) of such executed agreements t o me f o r f u r t h e r 
handling. Upon our r e c e i p t of same, I w i l l have the agreement 
executed on behalf of Mewbourne O i l Company and recorded i n the 
county records. When a recorded copy i s a v a i l a b l e , I w i l l forward 
you a copy f o r your f i l e s . 

Regarding the upcoming pool i n g hearing on March 17, 1994, please 
don't be concerned w i t h such hearing. The reason we named your 
husband's Estate f o r the hearing i s because said Estate has not yet 
been probated i n Nev/ Mexico and probably w i l l not be by the time we 
are ready to d r i l l our w e l l . At such time as your husband's Estate 
i s probated, we v / i l l dismiss the Estate's i n t e r e s t from forced 
p o o l i n g . 



Should you have nay questions regarding the above or should you 
need any further help i n regard to probating your husband's Estate 
i n New Mexico, please c a l l . Your cooperation i n connection with 
t h i s trade i s greatly appreciated. 

Sincerely, 

Landman 

:enci 

j?K:)is 
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MEWBOURNE O I L COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 

FAX (915) 685-4170 

J a n u a r y 2 0 , 1 9 9 4 

c r-; RT r F 11; D MA J L RETURN RECEIPT REQUESTED P175-142-709 

Margaret D. Nichols 
6900 Baltimore 
Da 1 1 as, Texas 75205 

lie: Chalk U l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 
N/2 vSec. 20. T18S, R28E 
Eddy County, New Mexico 

Mrs. Nichols: 

For reference, Mewbourne O i l Company (Mewbourne), as Operator 
proposed the d r i l l i n g of the captioned Ave 1 1 at a l o c a t i o n 660' FNL 
& 1115' FWL of the captioned Section 20. Mewbourne hereby amends 
the l o c a t i o n of the captioned w e l l to provide f o r the well to be 
d r i l l e d at a standard l o c a t i o n 660* FNL & 1980' FWL of the 
captioned Section 20. The spacing u n i t f o r said well s h a l l remain 
as o r i g i n a l l y proposed, being the N/2 of said Section 20. 

Regarding the above, enclosed f o r your i n f o r m a t i o n and 
cons i d e r a t i o n i s a copy of Mewbourne's AFE revised Janaury 18, 
1994. Should you have any questions regarding the above, please do 
not h e s i t a t e to c a l l the undersigned. 
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MEWBOURNE O I L COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

January 19, 1994 

Margaret B. Nichols 
6900 Baltimore 
D a l l a s , Texas 75205 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 
Section 20, T18S, R28E 
Eddy County, New Mexico 

Dear Mrs. Ni c h o l s : 

As discussed, our a t t o r n e y estimates t h a t i t w i l l cost $600.00 f o r 
a A n c i l l a r y Probate Proceeding f o r your husband's Estate i n New 
Mexico. This i s i f the Estate has already been probated i n Texas. 

I n the event your husband's Estate i s not probated i n Texas f i r s t , 
i t w i l l cost you approximately $2,500.00 f o r a Probate Proceeding 
i n New Mexico. 

Regarding the above, you requested some names of New Mexico 
l i c e n s e d a t t o r n e y s who could handle your husband's Estate i n New 
Mexico. I n t h i s regard, I recommend t h a t you use A l l e n G. Harvey, 
our a t t o r n e y , as he i s already f a m i l i a r w i t h the t i t l e t o your 
husband's Estate under the captioned land n o t w i t h s t a n d i n g the f a c t 
t h a t he i s an e x c e l l e n t a t t o r n e y and w i l l get the job done q u i c k l y . 
He als o i s l i c e n s e d i n Texas. You can reach him at the f o l l o w i n g 
address and phone number: 

Stubbeman, McRae, Sealy, Laughlin & 
Browder, Inc. 
P. O. Box 154 0 
Midland, Texas 79702 
(915)688-0290 

Regarding the above, i t o b v i o u s l y w i l l be more cost e f f e c t i v e f o r 
you t o have your husband's Estate probated i n Texas f i r s t . As we 
pl a n t o d r i l l our w e l l i n the subject Section 20 at the e a r l i e s t 
p o s s i b l e date, we request t h a t you have your husband's Estate 
probated as soon as p o s s i b l e . 



oz.il w. uoi LnwoaL ilw_y 
Suite C253E 

Dallas TX 75225 

January 11, 1994 

Mewbourne O i l Company 
D. Paul Haden, Landman 
500 W. Texas, Suite 1020 
Midland, Texas 79701 

RE: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 Well 
Section 20, T18S, R28E 
Eddy County, New Mexico 

Dear S i r : 

In view of the p r e v a i l i n g agreement by which the U. S. 
Government receives 12.50% r o y a l t i e s on a l l land i n New 
Mexico, I am r e s t a t i n g my previous farmout agreement to 
you w i t h the f o l l o w i n g change: 

1. You agree to pay me a r o y a l t y i n t e r e s t of 14.50% of 
100% of the lease, f r e e of any and a l l burdens and 
cla ims. 

A l l other terms remain the same, to w i t : 

2. I bear no r e s p o n s i b i l i t y as to other i n t e r e s t s or claims. 

3. I w i l l not warranty any t i t l e expressed or i m p l i e d . 

4. I w i l l grant a three year lease, unless i t i s held by 
commercial production of e i t h e r o i l or gas, or both. 

5. Under no circumstances w i l l I be responsible f o r the 
operating expenses of Mewbourne, expenses of a dry hole, 
or t i t l e search expenses. 

Sincerely, 

BY: 
MARGARET B. NICHOLS 



6211 W. Northwest; Hwy. 
Suite C253E 

Dallas TX 75225 

JAN 1 7 TO 

January 13, 1994 

Paul Haden, Landman 
Mewbourne O i l Company 
500 W. Texas, Suite 1020 
Midland, Texas 79701 

Dear Paul: 

Enclosed please f i n d your copy of the l e t t e r from 
Mrs. Nichols i n which you agree to the terms of her 
farmout agreement w i t h Mewbourne O i l Company. 

Sinc e r e l y , 

Carolyn Cardinal 
Accoun tan t 
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MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

November 10, 1993 

C e r t i f i e d M a i l - Return Receipt Reauested P 155 142 799 

Margaret B. Nichols 
6900 Baltimore 
D a l l a s , Texas 75205 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 Well 
N/2 Sec. 20, T18S, R28E 
Eddy County, New Mexico 

Dear Mrs. N i c h o l s : 

Mewbourne O i l Company (Mewbourne) p r e v i o u s l y proposed the d r i l l i n g 
of the captioned w e l l on October 22, 1993 and i n v i t e d , you t o e i t h e r 
p a r t i c i p a t e i n the d r i l l i n g of the w e l l or s e l l or farmout your 
i n t e r e s t t o Mewbourne. 

I t has become evident through our communications w i t h the i n t e r e s t 
owners i n the proposed p r o r a t i o n u n i t t h a t we w i l l be unable t o 
reach a v o l u n t a r y agreement w i t h a l l of the p a r t i e s i n v o l v e d . I n 
order t o d r i l l the w e l l i n a t i m e l y manner and t o honor various 
commitments we have made, please be advised, we i n t e n d t o f i l e an 
a p p l i c a t i o n f o r p o o l i n g before the New Mexico O i l Conservation 
D i v i s i o n i n approximately two (2) weeks. 

Mewbourne de s i r e s t o avoid the neces s i t y of a p o o l i n g hearing, 
t h e r e f o r e we w i l l continue w i t h our e f f o r t s t o reach a v o l u n t a r y 
agreement w i t h a l l i n t e r e s t owners. We r e s p e c t f u l l y request t h a t 
you reconsider your p o s i t i o n and a s s i s t us i n avoiding the p o o l i n g 
of t h i s u n i t . 

Should you have any questions concerning t h i s matter, please do not 
h e s i t a t e t o c a l l . We would be happy t o arrange a meeting w i t h you 
t o discuss t h i s issue a t your convenience i n the near f u t u r e . 

Landman 
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MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

December 1, 1993 

Mrs. Margaret B. Nichols 
6900 Baltimore 
Dallas, Texas 75205 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 Well 
Section 20, T18S, R28E 
Eddy County, New Mexico 

Dear Mrs. Nichols: 

Mewbourne O i l Company (Mewbourne) previously proposed the d r i l l i n g 
of the captioned w e l l on October 22, 1993 and i n v i t e d you to either 
p a r t i c i p a t e i n the d r i l l i n g of the w e l l or s e l l or farmout your 
i n t e r e s t to Mewbourne. 

I t has become evident through our communications with the i n t e r e s t 
owners i n the proposed proration u n i t that we w i l l be unable to 
reach a voluntary agreement with a l l of the parties involved. In 
order to d r i l l the w e l l i n a timely manner and to honor various 
commitments we have madef please be advised we intend to f i l e an 
application f o r pooling before the New Mexico O i l Conservation 
Division i n approximately two (2) weeks. 

Mewbourne desires to avoid the necessity of a pooling hearing, 
therefore we w i l l continue with our e f f o r t s to reach a voluntary 
agreement with a l l i n t e r e s t owners. We re s p e c t f u l l y request that 
you reconsider your p o s i t i o n and assist us i n avoiding the pooling 
of t h i s u n i t . 



Should you have any questions concerning this matter, please do not 
hesitate to c a l l . We would be happy to arrange a meeting between 
our companies to discuss this issue at your convenience in the near 
future. 

Sincerely, 

W, Paul Haden 
Landman 

PH:jls 



MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

November 19, 1993 

Via Federal Express 

Mrs. Margaret B. Nichols 
6900 Balti m o r e 
D a l l a s , Texas 75205 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp ''20" State #1 Well 
N/2 Section 20-18S-R28E 
Eddy County, New Mexico 

Dear Mrs. N i c h o l s , 

Thank you f o r your l e t t e r of November 17, 1993 covering the 
captioned. 

A f t e r c a r e f u l review, we would be w i l l i n g t o accept the terms of 
your o f f e r s u b j e c t t o the f o l l o w i n g amendments t h e r e t o : 

1. As the lease i s c u r r e n t l y burdened by a l / 8 t h r o y a l t y or 
12.50%, t h a t leaves you w i t h an 87.50% net revenue i n t e r e s t t o 
begin w i t h . We would request t h a t you d e l i v e r an 81.25% net 
revenue i n t e r e s t t o Mewbourne thereby r e t a i n i n g a 6.25% 
o v e r r i d i n g r o y a l t y i n t e r e s t , which would equal a 3/16ths 
i n t e r e s t as s t a t e d i n your l e t t e r . 

2. Our o f f e r i s contingent upon approval of t i t l e . 

3. Our agreement would provide f o r a 180 day continuous d r i l l i n g 
o p t i o n . 

4. The bonus w i l l be $200.00 per acre. 

Our Mr. Paul Haden w i l l be i n contact w i t h you i n the near f u t u r e 
t o discuss t h i s proposal and answer any questions you may have. 



Mrs. Margaret B. Nichols 
November 19, 1993 
Page 2 

We appre c i a t e your e f f o r t s t o reach an agreement i n t h i s matter and 
are l o o k i n g forward t o f i n a l i z i n g t h i s trade i n the near f u t u r e . 

S incerely, 

Mewbourne O i l Company 

Steve Cobb 
D i s t r i c t Landman 

SC/klc 



MARGARET B. NICHOLS 
6900 Baltimore Drive 
Dallas, Texas 75205 

November 17, 1993 

Mewbourne O i l Company 
D. Paul Haden, Landman 
500 W. Texas, Suite 1020 
Midland, Texas 79701 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp M20" State #1 Well 
Section 20, T18S, R28E 
Eddy County, New Mexico 

Dear S i r : 

In reference to your l e t t e r of November 8, 1993, I have stated 
th a t I would propose a farmout agreement that would be consis
tent w i t h what the average person would expect and t h a t I would 
ask f o r the going r a t e which a r o y a l t y i n t e r e s t owner could ex
pect to r e c e i v e . 

With respect to the acreage and t i t l e , I believe I hold between 
120 and 160 acres, but w i l l not be sure u n t i l you run the t i t l e . 
The t i t l e expenses w i l l be your r e s p o n s i b i l i t y , not mine. I 
w i l l not warranty a t i t l e expressed or implied. 

I w i l l grant a three year lease, unless i t i s held by commercial 
production of o i l and gas, or both. I w i l l not be responsible 
f o r the expenses of a dry hole or f o r any expenses i n connection 
w i t h your o p e r a t i o n . 

I am asking 3/16ths of 100% of t h i s lease, which i s what the 
average r o y a l t y holder gets. This 3/16ths w i l l be given to me 
w i t h no other burden or claim. Any and a l l claims on the pro
duction from t h i s lease s h a l l be your r e s p o n s i b i l i t y and none 
s h a l l be held against the 3/16ths o v e r r i d i n g r o y a l t y due to me. 

Upon acceptance of the terms of t h i s farmout, you w i l l agree to 
pay me a lease bonus of $250 per acre, to be paid i n cash upon 
my s i g n i n g t h i s agreement. 

Under no c o n d i t i o n s w i l l I accept r e s p o n s i b i l i t y f o r d r i l l i n g 
expenses or f o r the expenses of a dry hole. That r i s k i s a l l 
yours. 



Page 2 

The terms as described above and which are agreeable to me 
are as f o l l o w s : 

1. I bear no r e s p o n s i b i l i t y as to other i n t e r e s t s or claims. 

2. You agree to pay me a r o y a l t y i n t e r e s t of 3/16ths of 100% 
of t h i s lease. 

3. In co n s i d e r a t i o n of my g r a n t i n g t h i s lease, you agree to 
pay me, i n cash, a lease bonus of $250 per acre. 

4. I w i l l not warranty any t i t l e expressed or im p l i e d . 

Please i n d i c a t e your acceptance of the above terms by signing 
i n the space provided and r e t u r n i n g a duly executed copy of 
t h i s l e t t e r to me, Upon r e c e i p t of said document, together 
w i t h payment of the lease bonus, I w i l l sign the agreement. 

Si n c e r e l y , 

AGREED to and accepted t h i s day of 1993 . 

By: 
MARGARET B. NICHOLS 

11 

By: 
MEWBOURNE OIL COMPANY 

WITNESS WITNESS 
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6900 Baltimore Drive 
Dallas, Texas 75205 

November 17, 1993 

>\4 / 3M 

Mewbourne O i l Company 
D, Paul Haden, Landman 
500 W. Texas, Suite 1020 
Midland, Texas 79701 

Kei Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 Well 
Section 20, TIBS, R28E 
Eddy County, New Mexico 

Dear S i r : 

In reference to your l e t t e r of November 8, 1993, T have stated 
that I would propose a farmout agreement tha t would be consis
tent w i t h what the average person would expect and t h a t I would 
ask f o r the going r a t e which a r o y a l t y interest: owner could ex
pect to r e c e i v e . 

With respect to the acreage and t i t l e , I b e lieve I hold between 
120 and 160 acres, but w i l l not be sure u n t i l you run the t i t l e . 
The t i t l e expenses w i l l be your r e s p o n s i b i l i t y , not mine. I 
w i l l not warranty a t i t l e expressed or implied, 

I w i l l grant a three year lease, unless i t i s held by commercial 
production of o i l and gas, or both. I w i l l not bo responsible 
f o r the expenses of a dry hole or f o r any expenses i n connection 
w i t h your o p e r a t i o n . 

I am asking 3/16ths of 100% of t h i s lease, which i s what the 
average r o y a l t y holder gets. This 3/16ths w i l l bo given to me 
wit h no other burden or c l a i m . Any and a l l c l a i m * on the pro
duction from t h i s lease s h a l l be your r e s p o n s i b i l i t y and none 
shall, be held against the 3/16ths o v e r r i d i n g r o y a l t y due to me. 

Upon acceptance of the terms of t h i s farmout, you w i l l , agree to 
pay me a lease bonus of $250 per acre, to be paid i n cash upon 
my signing t h i s agreement. 

Under no c o n d i t i o n s w i l l I accept r e s p o n s i b i l i t y f o r d r i l l i n g 
expenses or for, the expenses of a dry hole. Thai: rl.slc 1 R a l ). 
yours. 
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Pago 2 

The terms as described above and which are agreeable to me 
are as f o l l o w s : 

1. I bear no r e s p o n s i b i l i t y as to other i n t e r e s t s or claims. 

2. You agree to pay me a r o y a l t y i n t e r e s t of 3/16ths of 100% 
of t h i s lease. 

3. In c o n s i d e r a t i o n of my g r a n t i n g t h i s lease, you agree to 
pay me, i n cash, a lease bonus of $250 per acre. 

A. I w i l l not warranty any t i t l e expressed or i m p l i e d . 

Please i n d i c a t e your acceptance of the above terms by si g n i n g 
i n the space provided and r e t u r n i n g a duly executed copy of 
t h i s l e t t e r to me. Upon r e c e i p t of said document, together 
w i t h payment of the lease bonus, I w i l l sign the agreement. 

Si n c e r e l y , 

AGREED to and accepted t h i s day of 1993 . 

By: 
MARGARET B. NICHOLS 

> i 

By: 
MEWROURNE OIL COMPANY 

WITNESS WITNESS 
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MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

November 10, 1993 

C e r t i f i e d M a l l - Return Receipt Requested P 155 142 799 

Margaret B. Nicho l s 
6900 Baltimore 
D a l l a s , Texas 75205 

Re Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 Well 
N/2 Sec. 20, T18S, R28E 
Eddy County, New Mexico 

Dear Mrs. N i c h o l s : 

Mewbourne O i l Company (Mewbourne) p r e v i o u s l y proposed the d r i l l i n g 
of the captioned w e l l on October 22, 1993 and i n v i t e d you t o e i t h e r 
p a r t i c i p a t e i n the d r i l l i n g of the w e l l or s e l l or farmout your 
i n t e r e s t t o Mewbourne. 

I t has become evident through our communications w i t h the i n t e r e s t 
owners i n the proposed p r o r a t i o n u n i t t h a t we w i l l be unable t o 
reach a v o l u n t a r y agreement w i t h a l l of the p a r t i e s i n v o l v e d . I n 
order t o d r i l l the w e l l i n a t i m e l y manner and t o honor various 
commitments we have made, please be advised, we i n t e n d t o f i l e an 
a p p l i c a t i o n f o r p o o l i n g before the New Mexico O i l Conservation 
D i v i s i o n i n approximately two (2) weeks. 

Mewbourne d e s i r e s t o avoid the necessity of a p o o l i n g hearing, 
t h e r e f o r e we w i l l continue w i t h our e f f o r t s t o reach a v o l u n t a r y 
agreement w i t h a l l i n t e r e s t owners. We r e s p e c t f u l l y request t h a t 
you reconsider your p o s i t i o n and a s s i s t us i n a v o i d i n g the p o o l i n g 
of t h i s u n i t . 

Should you have any questions concerning t h i s matter, please do not 
h e s i t a t e t o c a l l . We would be happy t o arrange a meeting w i t h you 
to discuss t h i s issue a t your convenience i n the near f u t u r e . 

data\paul\nichola.nlO 
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MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

November 8, 19 93 

Margaret B. Nichols 
6900 Baltimore 
D a l l a s , Texas 75205 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 Well 
T18S, R28E 
Section 20: SW/4NE/4 and W/2SE/4 
below a depth of 3000' 
Eddy County, New Mexico 

Dear Mrs. N i c h o l s : 

This i s i n f o l l o w up of our recent phone conversation regarding 
your i n t e r e s t i n the captioned land and our proposed Morrow t e s t 
w e l l t o be d r i l l e d t o a depth of approximately 10,600'. For 
reference, Mewbourne O i l Company p r e v i o u s l y o f f e r e d t o purchase 
your i n t e r e s t i n the captioned 120 acre t r a c t of land or 
a l t e r n a t i v e l y we o f f e r e d t o acquire your i n t e r e s t by farmout or i f 
you d e s i r e d , you could j o i n Mewbourne i n d r i l l i n g Mewbourne's 
proposed w e l l t o the extent of your i n t e r e s t i n the spacing u n i t 
dedicated t o the w e l l (the N/2 of the captioned Section 20). 

You advised me t h a t you were not i n t e r e s t e d i n s e l l i n g your 
i n t e r e s t t o Mewbourne, nor were you i n t e r e s t e d i n farming your 
i n t e r e s t out t o Mewbourne nor were you i n t e r e s t e d i n p a r t i c i p a t i n g 
w i t h Mewbourne i n the d r i l l i n g of the proposed w e l l . 

As we discussed, i n the event you do not e l e c t t o choose any of the 
above o f f e r e d three (3) o p t i o n s , your i n t e r e s t i n the spacing u n i t 
of the proposed w e l l would be subject t o forced p o o l i n g under the 
r u l e s and r e g u l a t i o n s administered by the New Mexico O i l 
Conservation D i v i s i o n (the " D i v i s i o n " ) i n Santa Fe, New Mexico. 

I n the event your i n t e r e s t i s forced pooled, you would not receive 
any monetary b e n e f i t u n t i l such time as Mewbourne recovered i t s 
t o t a l investment i n the d r i l l i n g and completion of the w e l l and 
op e r a t i o n charges. Furthermore, the D i v i s i o n would allow us t o 
recover an a d d i t i o n a l 200% of such w e l l and operations costs as a 
r i s k p e n a l t y against you as t o your p r o p o r t i o n a t e i n t e r e s t i n the 
d r i l l i n g u n i t associated w i t h the w e l l . At such time as we recover 
the 300% of the w e l l and o p e r a t i o n a l costs associated w i t h the 
proposed w e l l , you w i l l become a working i n t e r e s t owner. When 



Margaret B. N i c h o l s 
November 8, 1993 
Page 2 

and i f such event occurs, you w i l l be o b l i g a t e d t o pay your 
p r o p o r t i o n a t e p a r t of the expenses associated w i t h such w e l l 
i n c l u d i n g p l u g g i n g and abandonment costs when the w e l l i s no longer 
economical t o continue t o produce. Generally speaking, a l l we hope 
t o get out o f a w e l l i s a 3 t o 1 r e t u r n on investment which 
corresponds w i t h the 3 00% p e n a l t y assessed against you as t o your 
p r o p o r t i o n a t e i n t e r e s t i n the w e l l . 

Regarding the above, I am requesting you t o reconsider your 
p o s i t i o n r e g a r d i n g our w e l l proposal. I n l i g h t of the f a c t t h a t 
you have i n d i c a t e d t h a t you do not wish t o p a r t i c i p a t e i n t h i s 
w e l l , we ask t h a t you e i t h e r s e l l o r farmout your i n t e r e s t t o 
Mewbourne as p r e v i o u s l y o f f e r e d . 

Time i s of the essence i n t h i s matter as we w i l l be f i l i n g an 
a p p l i c a t i o n f o r compulsory p o o l i n g w i t h i n the next t h i r t y (30) 
days. As we would l i k e t o avoid the n e c e s s i t y of having t o 
compulsory pool the above land, we would appreciate r e c e i v i n g a 
w r i t t e n commitment from you p r i o r t o December 1, 19 93. As I have 
discussed w i t h you p r e v i o u s l y , I would be glad t o meet w i t h you 
anytime t o discuss our proposal. 

Your k i n d c o n s i d e r a t i o n regarding t h i s matter i s g r e a t l y 
appreciated. 

2). Paul Haden, CPL 
Landman 

DPH/klc 
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MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

October 22, 1993 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 
• 't 

Leonard and Margaret Nichols 
6900 Baltimore 
D a l l a s , Texas 75205 

Re: Chalk B l u f f Draw Prospect 
I l l i n o i s Camp "20" State #1 Well 
Section 20, T18S, R28E 
Eddy County, New Mexico 

Ladies and Gentlemen: 

Subject t o f i n a l management approval, Mewbourne O i l Company 
(Mewbourne) hereby proposes the d r i l l i n g of a w e l l t o a depth 
s u f f i c i e n t t o adequately t e s t the Morrow formation, a n t i c i p a t e d 
t o t a l depth being 10,600'. Furthermore, Mewbourne s h a l l evaluate 
t o i t s s a t i s f a c t i o n , a l l other formations encountered a t les s e r 
depths i n the d r i l l i n g of sa i d w e l l , The N/2 of the captioned 
Section 20 w i l l be dedicated as the p r o r a t i o n u n i t f o r the w e l l . 

This w e l l w i l l be lo c a t e d approximately 660' FNL & 1115' FWL of 
Section 20, T18S, R28E, Eddy County, New Mexico. Our AFE dated 
October 20, 1993 i s enclosed f o r your review. Should you d e s i r e t o 
p a r t i c i p a t e t o the f u l l e xtent of your i n t e r e s t i n the d r i l l i n g , 
t e s t i n g and completion of t h i s proposed w e l l , please r e t u r n an 
executed copy of the AFE t o the undersigned a t your e a r l i e s t 
convenience. 

Upon r e c e i p t of your executed AFE or by p r i o r w r i t t e n request we 
w i l l forward our J o i n t Operating Agreement f o r your review and 
execution. 

I n the event you do not wish t o p a r t i c i p a t e , Mewbourne r e s p e c t f u l l y 
requests you e l e c t one of the f o l l o w i n g options as t o your 
i n t e r e s t : 

1) Farmout a l l of your i n t e r e s t i n Section 20 f o r a p e r i o d of 180 
days t o Mewbourne under the f o l l o w i n g general terms: 

paul\wellprop.ltr 



Leonard and Margaret Nichols 
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Page 2 

(A) I f any w e l l d r i l l e d , deepened, completed or recompleted 
under the terms of our farmout agreement r e s u l t s i n o i l 
and/or gas p r o d u c t i o n on a p r o r a t i o n u n i t t h a t includes 
your acreage, Mewbourne w i l l earn an assignment of 100% 
of your r i g h t s and i n t e r e s t , f r e e of any l i e n s or 
encumbrances, i n the p r o r a t i o n u n i t assigned t o each w e l l 
t o a depth of 100' below the t o t a l depth d r i l l e d f o r each 
w e l l . 

' i 

(B) Upon completion of the i n i t i a l t e s t w e l l as a producer or 
dry h o l e , Mewbourne would have the r e c u r r i n g o p t i o n , but 
not the o b l i g a t i o n , t o commence a d d i t i o n a l w e l l s on New 
Mexico O i l Conservation D i v i s i o n approved p r o r a t i o n u n i t s 
t h a t i n c l u d e your acreage t o e s t a b l i s h o i l and/or gas 
p r o d u c t i o n under the captioned lands. I f any such o p t i o n 
i s e xercised by Mewbourne, Mewbourne agrees t o a l l o w not 
more than 180 days t o elapse between the completion of 
one w e l l and the commencement of operations f o r any next 
w e l l . i 

(C) You w i l l r e t a i n an o v e r r i d i n g r o y a l t y i n t e r e s t equal t o 
the d i f f e r e n c e , i f any, between 25% of a l l o i l and gas 
produced and the t o t a l of a l l r o y a l t y i n t e r e s t s , 
o v e r r i d i n g r o y a l t y i n t e r e s t s and other burdens or l a w f u l 
claims upon pr o d u c t i o n t o which your leases may be 
c u r r e n t l y s u b j e c t , so t h a t Mewbourne w i l l be assigned a 
75% net revenue i n t e r e s t i n your lease (s) . Such 
o v e r r i d i n g r o y a l t y i n t e r e s t r e t a i n e d by you s h a l l be 
subject t o p r o p o r t i o n a t e r e d u c t i o n . 

(D) Upon acceptance of our farmout proposal you agree t o 
f u r n i s h at no cost t o Mewbourne, t i t l e i n f o r m a t i o n such 
as copies of the leases covering the captioned lands, 
t i t l e opinions c u r r e n t l y i n your possession, t i t l e 
c u r a t i v e , l e t t e r agreements and any c o n t r a c t s c u r r e n t l y 
i n e f f e c t , e t c . 

Should the above general terms be acceptable t o you our formal 
Farmout Agreement w i l l be provided under separate cover. 

2) S e l l a l l of your r i g h t , t i t l e and i n t e r e s t i n t h i s Section 
s u b j e c t t o t i t l e approval, f o r $250.00 per net acre d e l i v e r i n g 
an 87.5% net revenue i n t e r e s t t o Mewbourne. 

As we a n t i c i p a t e d r i l l i n g the captioned w e l l i n the f i r s t q u a r t e r 
of 1994 your e a r l i e s t response t o t h i s proposal would be g r e a t l y 
a ppreciated. 

paul\wellprop.Itr 



and m r g a r a t 

October 22, 
Leonard 1993 

..... do not hesitate to a.U 

h w e any queationa, 
Should you have s l n c a r e l y , 

MEWB 

Paul Haden, CPL 
Landman 

PH/klc 

p a u l \ w e l l p * o p . l 
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MEWBOURNE O I L COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

October 20, 1993 

C e r t i f i e d M a i l - Return Receipt Reauested P 155 142 857 

Leonard and Margaret Nichols 
6900 Balti m o r e 
D a l l a s , Texas 75205 

Re; State Lease 647 
Chalk B l u f f Draw Prospect 
T18S, R28E 
Section 20: SW/4NE/4 and 
W/2SE/4 below the base of 
the San Andres fp r m a t i o n 
Eddy County, New Mexico 

Dear Mr. & Mrs. N i c h o l s : 

To date, we have not received a response from you regarding our 
o f f e r t o purchase your i n t e r e s t under the captioned land as 
referenced i n our l e t t e r dated September 23, 1993 (see copy 
enclosed). 

I n the event you are not i n t e r e s t e d i n s e l l i n g your i n t e r e s t under 
the terms o f f e r e d by Mewbourne, please advise the undersigned as t o 
the terms t h a t would be acceptable t o you. A l t e r n a t i v e l y , 
Mewbourne would be i n t e r e s t e d i n a c q u i r i n g a farmout of your r i g h t s 
on m u t u a l l y acceptable terms wherein you would d e l i v e r Mewbourne a 
75% net revenue i n t e r e s t i n your lease. 

Regarding the above, please c a l l the undersigned at your e a r l y 
convenience. Your cooperation i n connection w i t h the above land 
w i l l be g r e a t l y appreciated. 

S i n c e r e l y 

P. Paul Haden, CPL 
Landman 

DPH/klc 



MEWBOURNE OIL COMPANY 
500 W, TEXAS, SUITE 1020 

MIDLAND, TEXAS 79701 

(915) 682-3715 
FAX (915) 685-4170 

September 23, 1993 

Leonard and Margaret 
B. N i c h o l s 
1700 Commerce, S u i t e 1005 
Dal l a s , Texas 75201 

Re: State Lease 647 
Chalk B l u f f Draw Prospect 
T18S, R28E 
Section 20: SW/4NE/4 and W/2SE/4 
below the base of the San Andres 
formation 
Eddy County, New, Mexico 

Dear Mr. and Mrs. N i c h o l s ; 

Mewbourne O i l Company (Mewbourne) desires t o cons o l i d a t e i t s 
i n t e r e s t i n those areas i n which i t conducts operations. 

Records a v a i l a b l e t o us i n d i c a t e you own 120 net acres under the 
captioned lands w i t h a 87.5% net revenue i n t e r e s t . 

Mewbourne hereby o f f e r s you $150.00 per acre f o r a l l of your r i g h t , 
t i t l e and i n t e r e s t i n the captioned lands and depths subject t o the 
f o l l o w i n g general terms? 

1. Leonard Nichols and w i f e , Margaret B. Nichols (Nichols) t o 
d e l i v e r a 100% working i n t e r e s t and a 87.5%% net revenue 
i n t e r e s t t o Mewbourne. 

2. Ni c h o l s agrees t o f u r n i s h t o Mewbourne f r e e of any cost 
whatsoever, copies of a l l records and f i l e s i n t h e i r 
possession covering the captioned lands. 

3. This o f f e r i s contingent upon Mewbourne's approval of t i t l e 
and form o f Assignment. 

4. The e f f e c t i v e date of t h i s sale w i l l be October 1, 1993, 

5. Nic h o l s agrees t o convey i t s i n t e r e s t i n the captioned lands 
t o Mewbourne f r e e and c l e a r of a l l l i e n s , mortgages or 
encumbrances whatsoever. 

d a t a \ p a u l \ o f f e r . I t r 
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Should the above terms meet w i t h your approval, please so s i g n i f y 
by s i g n i n g i n the space provided and r e t u r n an executed copy of 
t h i s l e t t e r t o the undersigned w i t h i n t h i r t y days from r e c e i p t . 

F a i l u r e t o respond w i t h i n t h i r t y days s h a l l render t h i s o f f e r 
v o i d a b l e a t Mewbourne's sole d i s c r e t i o n . 

S i n c e r e l y , 

DPH/kls 

AGREED t o and accepted t h i s day of 1993 . 

By: 

Leonard Ni c h o l s Margaret B. Nichols 

d a t a \ p a u l \ o f f e r . I t r 
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