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3
MR. STAMETS: Without cobjection we will
be calling the next two cases at the same time, and I would

ask that Cases 7694 and 7695 be called.

MR. PEARCE: Both cf those cases are on
the application of Depco, Inc., for compulsory pooling,

Chaves County, New Mexico.

MR. VANDIVER: Mr. Examiner, my name 1is
David Vandiver, and I'm with Losee, Carson, and Dickerson,

P. A., in Artesia, New Mexico.

And I'm appearing in these cases on be-
half of Depco, Inc,, and I have two witnesses, Mr. J. T.

Hutchison and Mr. J~c%x Ahlen.

MR. PEARCE: Could I have both witnesses

rise, please?
(Witnesses sworn.)

MR. VANDIVER: Call Mr. Hutchison first,

please,

J. T. HUTCHISON
being called as a witness and'being duly sworn upon his oath,

testified as follows, to-wit:

s et o o~ o
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DIRECT EXAMINATION

BY MR, VANDIVER:

0. Would you state your name, please?

A My name is J. T. Hutchison and I am
District Landman with Depco, Inc., in Midland, Texas.

Q. How long have you been so employed?

A ~ I've been employed with Depco for six

months.

MR. STAMETS: Excuse me, is that Hutchinsén

or Hutchison?

A H~U-T-C-H~I-5~0-N.

MR, STAMETS: Hutchison, thank you.

0 Mr. Hutchison, in your occupation with
Depco what do your duties include?

A Preparing operating agreements, farm out
agreements, title checking, and curing titles.

o ~ And are you familiar with the application
of the applicant before the Division?

A Yes, I am,

) Could you briefly state the nature of
these applicafions?

A - This is in the forced pooling?

Q Yes.
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A, We are endeavoring to force pool Corona

in two wells that we are trying to develop. And in one of the

wells we are also trying to force pool Mesa Petrcleum,

0. Is that Corona 0il Company?
A Yes, it is.
0. And are you also seeking to have Depco

designated as operator of your proposed wells?

A, Yes, we are,

o _ Have you compiled certain exhibits upon
which you intend to rely?

A Yes, sir, we have.

0. Would you please refer to the applicant's
Exhibit Number One and describe for the Examiner what that
shows?

A Exhibit Number One is an application to
for permit to drill the well deeper and to plug back the well

0 And which well is that?

A And this is going to be the Rose Federal .

Q. pid it originally have another name?

A Yes, sif, it was the Rose Federal:Com:.
No. 3. |

Q | ‘Why was the name dhanged?

1

i

A There was, I think at the time that they
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were -- the application was sent in that they were misnamed
and NMOCD requested that they change the numbers on them,
0. What's the location of your prcposed Rose

Federal Com No. 12?2

A 1980 from ~~ from the west line and 660
from the north line of Section 21, 5 South, Range 25 East.

0. What does the second page of Exhibit One

show?

A, The second page shows the dedication plat

and the: location of the particular well.

10} And what lands are to be dedicated to

your Rose Federal Com No. 12?

A This will be the northwest quarter of

Section 21.

0 Depco's acreage is outlined in red?
A Yes, it is,
Q On that plat. And you own a Federal 0il

and Gas Lease covering the north half of the northwest quarter

of Section 217?
A. Yes, we do.

0 Would you refer the Examiner to Exhibit

Number ~-- Applicant's Exhibit Number Two, and briefly describ%

what that is?

A ‘Page one is the application for permit

gt chinp R




to drill the Rose Federal Com No. 2, which waé later changed
to the Rose Federal Com No. 11.

Q. And the second page of that exhibit?

A, Page -~ page two shows the land plat,
dedication plat of the acreage that we're going to include in
the unit.

0 What is the acreage to be dedicated to
your Rose Federal Com No. 11?

A. This will be the northwest quarter of

Secticn 21. I'm sorry, the northeast corner.

0. Northeast quarter?

A Northeast~quatter, yes.

o) What is the location of that well?

A, 660 from the north line and 660 from the

east line.

Q. And Depco’s acreage is outlined in red?
A Yes, it is.
0 On the acreage dedication plat. And you

have a Federal lease covering the east half northeast gquarter
and northwest quarter northeast quarter?

A, Yes, we do,

o . With respect to Exhibits One and Two,

who owns the oil and gas leasehold estate covering the south

i
A —— — e ¢

half of the northwest quarter with respect to the Rose Federa
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A That is Mesa Petroleum. I believe they
are working as MTS Limited, and Corona Oil.

0. Mesa Petroleum Company is the general
partner of MTS Limited Partnership, is that correct?

A, ‘Yes, they are,

0 And with respect to your Rose Federal Com
No,., 11, who owns the o0il and gas leasehold estate covering
the southwest quarter northeast quarter?

A This is also MTS Limited and Corona 0Oil.

Q. 1'd like you to refer the Examiner to
Applicant's Exhibit Three and Four and briefly describe what
they are.

A Three is my initial written notification
to Mesa as a general partner for MTS that we are proposing
a well in the northeast quarter of Section 21, and also indi-

cating that we will forward an AFE very shortly.

0 What is an AFE?
A An Authorization for Expenditure.
Q And does that set forth the estimated

well costs? -
A, Yes, it certainly does.
0. And did you forward an AFE to Mesa on

behalf cf MTS Limited Partnership?

E
!
|
|
|
|
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2 A, Yes, we did. :
3 o 0 With respect to the Rose Federal Com No. §
4 12, did Mesa cxecute your AFE? E
S A, No, they have not.- i
6 Q With respect to your Rose Federal Com No.f
7 12, did MTS, Mesa on behalf of MYS Limited Partnership exe- :
) cute your AFE?

9 A. Would you ask your previous question,

19 please?

11 ; 0. My firs£ question was with respect to

12 your proposed Rose Federal Com No. 11 Well, did MTS Limited

- 13 Partnership sign your AFE?
14 A Yes, they did. |
15 0. With respect to your Rose Federal Com Nc.
16 12 did MTS sign your proposed AFE? i
17 A They did not. ‘
18 0. When you submitted your proposals for
19 these two wells to MTS Limited Partnership, was it your underr

. 20 standing that youlwere also submitting the proposals to

i 21 Corona 0il Company? )
22’ , A. Yes, it was.
23 o0 Is it yout understanding that Mesa is
24 authorized to act on behalf of Corong 0il Company with respedt

25 to their joint leasehold estate? 1
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2 A When I initially talked with them, that

3 |~ was my understanding.
4 0. Has Corona 0Oil Company been furnished
S copies of your proposed AFE's for these two wells? ;
6 ‘ A, No, they have not. z
7 0 Have you discussed your proposals with :
3 officers of Corona 0il Company? ;
9 A Yes, sir, I have,

i0 0. And have they ‘indicated whether or not

11 they would desire to join in the drilling of these two wells?
12 A Yes, sir, I have been in telephone con-

13 tact with the vice president of Corona 0Oil and they have indi+
14 cated by way of telegram that they will not participate in

15 the drilling of these wells, thz Rose Federal Com No. 1i or

16 Rose Federal Com No. 12.

By Q0 Do you know why they're not willing to

18 participate?

19 A Yes, sir, it's my understanding that they
20 are currently out of drilling funds.
21 O I will hand you what has been marked as

22 Applicant'-s Exhibit Number Five and ask you to explain this

&

for the Examiner,

4 A Exhibit Number Five is a letter from Mesa

25 Petroleum to me at Depco, indicating that they will not partir :
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cipate in the drilling of the Rrse Federal Com Ho. 12 and that

they are in fact desirous of being the operators and have ex-

‘tended an AFE for our examination.

0. So the situation is that Mesa on behalf
of MTS Limited Partnership has executed your AFE and agreed
to participate in drilling the Rose Federal Com No. 11 but
Corona 0il Company has not agreed to participate in your No.
11 Well, and MTS Limited Partnership has not agreed nor has
Corona 0il Company to participate in the drilling of your
proposed Rose Federal Com No. 12, is that correct?

A That is cofrect.

0. When you submitted your AFEs to MTS

Limited Partnership, did you also submit an operating agreement?

A. No, we did not.

0 But they have agreed to sign and join in
an operating agreement covering your No. 11 Well?

A Yes, they have.

0 . Is that on -- what sort of operating
agreement is that?

a. It is a 1977 operating agreement with
the COPAS accounting procedures attached to it.

Q In your proposed No. 11 well what super-
vision rates does your propoéed operating agreement allow?r

A, I am not sure what the price is. It is
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.-the name has been changed to Rose Federal Com No. 11.

12

currently being revised right now and I have not seen the --
seen what price they have set on there. :

0 In your experience what are the customary |
|

charges for drilling and producing well supervision rates? :

i

A Well ~-

Q. For wells of this type in the area?

A I believe the rate is roughly around $300(
0. For a drilling well?

A Yes, it is.

0. And for a producing well?

A It is around $300 per day -- or per

month, I'm sorry.
0. Does your proposed operating agreement on
the No. 11 have a penalty for uonconsenting parties?

A Yes, sir, it does and it's 300 percent.

0 You mean return of your iavestmant plus

200 percent?

A Yes, it is.

T

Q. . I1'11 hand you what's been marked as Appli

cantts Exhibit Number Six and ask you what that is.

A , Exhibit Number Six is my letter to Mesa

Petroieum indicafing that the Rose Federal Com No. 2, that

Q And I'll hand you what’s been marked as
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i
134,

Applicant's bkxhibits Seven and Eight and ask you to describe |
. : !
those documents, what they are? f

!
A Exhibil{ Number Seven and Eight are revised

Authorities for Expenditures on the Rose Federal Com No. 11

0. » And that's, I believe you testified earlier
these are estimated costs?

A Yes, they are.

0. But you will keep up with the actual costs
incurred in connection with drilling these wells?

A, Yes, we will.

0 I hand you what's been marked as Appli-
cant's Exhibit Number Nine and ask you to describe what that
is,

A This is a telegram from Western Union
from Don Williams, the Vice President of Corona 0il Company,
indicating that they will not agree to pool 1its interest;
in the northeast quarter or the northwest quarter of Section
21, 5 south, 25 East, for the drilling of the Rose Federal
Com No. 11 or 12. -

o] And each of these exhibits were prepared
by you or under your supervision or authority or correspon-

dence whicnh you received in the regular course of business?

A Yes; they were,
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MR. VANDIVER: Mr. Examiner, I would movef

the admission of Exhibits One through Nine at this time, and
I have no further questions,

MR. STAMETS: These exhibits will be ad-
mitted.

Are there any questions of the witness?

MR. PEARCE: If I may briefly.

CROSS EXAMINATION

BY MR. PEARCE:

0 I may have missed, Mr. Hutchison, I apol-

ogize, the AFEs which were sent to Mesa MTS on these two
wells --

A Yes,

Q When were those AFEs sent? I notice twoﬂ
Depco letters saying we're preparing them and we're going to

send them, and I notice that the revised is dated September

the 28th.

A, Yes. The revised has not in fact been’
sent.

Q. Okay .

A, They were -«

Q. A When did. the initial go? Dn you have

something there which indicates?

7

i

3
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MR. PEARCE: We'll just atke one minute

s S e,

off the record, Sally.

(Thereupon a discussion was

had off the record.)

MR. PEARCE: If we could go back on the
record.

0. Mr, Hutchison, do you now have information
thch indicates either the date on which the initial AFEs were
sent to Mesa Petroleum?

A Yes, sir, that was July the 26th, 1982.

Q Okay. Thank you, fir.

MR. PEARCE: One other thing, Mr. Exa-
miner, if I might, I would like the record to reflect that
in the application filed on Cases 7694 and 7695 there are
affidavits of mailing, which indicate that copies of the ap-

plication fbr compulsory pooling and the docket for this

hearing in the case of Case 7694 was mailed on September 20th
to MTS Limited Partnership and Corona 0il Company, and that
in Case 7695 a copy of the compulsory pooling application and
the docket of this hgaring was mailed to Corona 0il Company

on September the 20th, 1982.

I have nothing further, sir.
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MR. STAMETS: Any other gquestions of the

witness? He may be excused.

MR. VANDIVER: Mr. Examiner, the applicant

will call Mr. Jack Ahlen at this time.

JACK AHLEN
being called as a witness and being previously sworn uponr his

oath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. VANDIVER:

0 You are Mr. Jack Ahlen?

A That is correct,

0. How do you spell your last name, sir?

A I spell my last name A-H-L-E-N.

) Where do you reside, Mr. Ahlen?

a I reside in Roswell,‘New Mexico.

Q What's your occupation?

A I am a consulting geologist.

Qo And have you previously testified before

the Division and are your credentials a matter of record?
A ’ Yes, sir.
MR. VANDIVER: I would tender Mr. Ahlen

as an expert in geology.

1
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MR. STAME®S: The witness is considerced

qualified.

0. What is your connection with the applicant,

Depco, in these cases?

A I am a consulting geologist for Depco,
Incorporated, and I have been working with Depco in this par-
ticular area for several years and they requested that I re-
present them at this particular hearing for this purpose.

Q Mr. Ahlen, hdve you made a‘study to ascer-
tain the facts upcn which you will express an opinion regardixJ

the proposed risk penalty to be imposed on these force pooled

interests?
A Yes, sir.
0 Mr. Ahlen, I'd ask you to refer the Exa-

miner to what's been marked as Applicant's Exhibit Number Ten
and ask you to describe what that shows.

A Exhibit Number Ten is a structure map on
the top of the Abo formation in the vicinity of the acreage
in Section 21 of Township 5 South, Raynge 25 East. It shows
regional structure contours on the top of the Abo. It show.
that the top of the Abo varies from a subsea datum of appro-
ximately 200 feet in the northwest to approximately 100 feet

in the southeast, relatively normal regional southeast dip.

J—

g

0 What pertinent information is reflected
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by this exhibit that bears on the risk involved in drilling
these two wells?

N The -- no apparent -~ there's no apparent
indication of the risk in this -~ on this particular map, in
that structural configuration has very little influence as to
the location of gas in the Abo formation,

0 And was that Exhibit Ten prepared by you
or under your supervision?

A, Yes, it was.

Q. I1'11 hand you what's been marked as Ap-~
plicant's Exhibit Number Eleven in these cases and ask you
what that is,

A In the same vicinity this is what I call
a net-sand Isopach. It reflects the estimated thickness of
those sands within the Abo section that could be producable.
This is a summation of several sands taken from well log in-
formation on all of the surrounding wells. It considers both
the shaliness of the formation as well as permeability.ﬂ

0 And what pertinent information on this
exhibit bears on the risk involved in drilling these two
wells?

A ﬁ’The information on this wells -- on this
map suggests that the sand is qontinuous over the prospect‘

area; however, just being continuous does not necessarily
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mean that the wells will be productive.
In this particular area of Chaves County

the success ratio of wells being completed as producers is

approximately 95 percent; however, the probability of comple-|

tion is not necessarily a reflection as to whether the well
is a commercial well or not. The Abo Gas Field is so youth-
ful, in an early stage of development, that it is still dif-
ficult to tell the payout life of a well, the final cumulativg
productive nature of a particular well, so there is some risk
there as to the length of the well, the life of the well, as
well as the productive rate. Scmwe of the wells in this area
produce at very low rates and are non~commercial. Some of
the wells in this area are extremely good producers and pay
out in just a very few months.

So this is a primary element of the risk
involved with these wells and I have not yet found a good way
of mapping and determining which wells to drill, those wells

that will pay out in three months and those wells that will

take three years, and I do not know of anyone in the industry|.

who does know before a well is drilled.

0 And I take it from your testimony that
there's a fairly good chance that a producing well will be

drilled but it's unknown whether, when you speak of commer-

|

cial, whether they will ever pay out?
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very dramatic decrease in drilling of gas wells recently,
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A That 1s correct.

C From your study of wells in the area,

what percentage of wells drilled in this area will pay out?

Or you will expect will pay out?
A Okay. One of the great unknowns in
whether a well will pay out in this area is the price that

the operator will get for the gas, and at this particular

moment thare is a great deal of concern throughout the countr¥

as to the price paid for natural gas, and there has been a

especially in deep basins and in the tight gas area because
the customers for natural gas obkject tc paying very high
prices for the product.

Therefor, the tight ¢as designation that
we have for the Abo Sand does not necessarily mean that you
will get the tight gas price, the full tight gas price. A

So that is a variable as well.

Under the tight gas price system, pay
out would occur much earlier in the life of a well and at
that time I was -- I had the feeling that perhaps 50 to 75
percent of the wells would indeed pay out within three years.

If the price is diminished from the full

tight gas price, it is -- it will extend the pay out period

for most wells to beyond a three year limit, making some of
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- pletely nonpermeable, and it has -~ it's additional informa-

21
those wells noncommercial., I would say it would be close to :
the 50 percent of the wells will -- will pay out within the

Y

§

three year life now with the gignificant decrease in the pr‘cé
of gas,. ?

0 1'11 refer you now to what's been marked
as Applicant's Exhibit Numbér Twelve and ask you to describe
what that is.

A, This is a map I prepared which is an indi-
cation of the gross sand Isopach. It is perhaps a less dis-
tinctive map than the net sand map is. It shows that there
are —-- it includes the total thickness of everything that I
thought was a sand on the electric log.

Discounting any shaliness or any perme-

ability, all sands were incladed, even those that were com-

tion to help drill a well but very little indication as to
the quality of the well.

0 Mr. Ahlen, based on your study of this
area and‘your review of the applicant's exhibits, Ten through

Twelve, have you formed an opinion as tc the risk that you

.

recommend the Division impose upon the interests to be pooled;
A Yes, I have formed an opinion and I think
the penalty should be allowed in this instance, the full

penalty of 200 percent.




1 | 22
2 Q. In your professional opinion, Mr, Ahlen, ;
3 would the granting of these applications be in the interest |
4 of conservation, the prevention of waste, and the protection
5 of correlative rights?
6 A Yes, sir, I do.
7 MR. VANDIVER: Mr., Examiner, i'd move |
8 admission of the Applicant's Exﬁibits Ten through Twelve.
9 MR. STAMETS: These exhibits will be ad-
10 mitted,
11 MR. VANDIVER: I have no more guestions
12 at this point.
a— 13 MR. STAMETS: Are there any questions of
14 - this witness? He may be excused.
15 Anything further in these cases?
16 They will be taken‘under adﬁisement.
n | ' MR. VANDIVER: Thanks,
18
19 (Hearing‘éoncluded.)
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APR 11 1981
OIL CONSERVATION BVISTON
DEPCO, Ine.
PRODUCTION & EXPLORATION
April 7, 1983

New Mexico 0i1 Conservation Division
PO Box 2088
Sante Fe, NM 87501

Dear Sirs:
Please find enclosed the required schedule due you covering the well

costs incurred on the Rose Federal Com. #12 lease and a Tetter advising us

of this requirement.

Very truly yours,

Carolyn Béss

Joint Interest Supervisor
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JOLL M CAMSON JOO AMERICAN HOME DUILDING AREA CoDE 0%
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ELIZARETH LOSEL

13 October 1982

Mr. J. T. Hutchison
Depco, Inc.

Suite 875, Empire Plaza
Midland, Texas 79701

Dear J. T.:

Enclosed herewith are Orders No. R-7100 in Case No. 7694 and No.
R-7101 in Case No. 7695, entered by the New Mexico 0il Conserva-
ticn Division on October 7 and pooling all mineral interests from
surface down through the Abo formation underlying the N%/4 and NE/4
of Section 21, Township 5 South, Range 25 East, N.M.P.,M., Chaves
County, New Mexico. Please note that the Orders require Depco to
conmence drilling operations on or before January 1, 1983, unless an
extension of time 1is obtained. You are further requireé to furnish
the Division, Mesa and Corona with an itemized schedule of estimated .
well costs, allowing the non-consenting owners the right to pay
their respective shares of the estimated well costs.

Please read these Orders carefully and comply with their provisions.
If you have any aquestions, please let me know.

Very truly yours,

LOS

E, CARSGN & DICKERSCHMN, P.A.

Vandive

DRV:bjm
Enclosures
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MAR 21 1983

LOr thAH(‘N DIVILIOLN
nEPcd Ine.

\/\()T PRODUCTION & EXPLORATION
L~ March 16, 1983

New Mexico 011 Conservation Division
PO Box.2088
Sante Fe, NM 87501

Dear Sirs:

Please find enclosed the required schedule due you covering the well
costs incurred on the Rose Federal Com. #11 lease and a letter advising us
of this requirement.

Very truly yours,

(radyro Busd

Carolyn Buss
Joint Interest Supervisor

..~ 1000 PETROLEUM BUILDING « DENVER, COLORADO 80202 - PHONE 303/292-0880




LAY QFFICES

A J.LOSER LOSEE, CARSON & DICKERSON,

JOEL M. CARSON I00C AMERICAN HOME BUILDING
CHAD GICKERSOMN P O.DRAWER 239
DAVID . vANIDIVER ARTESIA, NEW MEXICO 882110239

ELIZABETH LOSEE

(.
G ' CONSERVATIGN Dl‘/‘&;-!Of
SAMTA £

13 Octobier 1982

Mr. J. T. Hutchison
Depco, Inc,

Suite 875, Empire P
Midland, Texas 7

Pla
Y

[

S7

Dear J. T.:

Enclosed herewith are Orders No. R-7100 in Case Ho. 7694 and No.
R-7101 in Case No. 7695, entered by the New Mexico 0il Conserva-

ticn Division on October 7 and pooling all mineral interests from
surface down through the Abo formation underlying the NW/4 and NE/4
of Section 21, Township 5 South, Range 25 East, N.M.P.M., Chaves
County, New Mexico. Please note that the Orders require Depco to
commelice drilling operations on or before January 1, 1983, unless an
extension of time is obtained. You are further required to furnish
the Division, Mesa and Corona with an itemized schedule of estimated .
well costs, allowing the non-consenting owners the right to pay

their respective shares of the estimated well costs.

Please read these Orders carefully and comply with their provisions.
If you have any questions, please let me know.

Very truly yours,

LOSEE, CARSGN & DICKERSON, P.A.

Vandlde

R.

DRV:bjm
Enclosures
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DEPCO, Inc.

PRODUCTION & EXPLORATION

October 15, 1982

State of New Mosico

Eneray & Minerals Deparanent h“ HizL &
0il Conservation Division (5
P.O. Box 2088 i e

Santa l'e, New Mexico 87501

Attn: Joc D. Ramey

Re: Order #R 7100
Case #7694

Dear Mr, Ramey:

By order of the Division, on October 7, 1982, all
mineral interest underlying the NW/4 of Section 21

of Township 5 South, Range 25 East, were force pocled.
In compliance with the pooling order, DEPCO, Inc., as
operator, is required to furnish the Division with an
itemized schedule of estimated well cost. Therefore,
enclosed, please find an AFE covering the cost of
drilling the Rose Fed Cam #12.

Sincerely yours,
Joe Tom Hutchison

JTH:clp
Enclosure

SUITE 875, EMPIRE PLAZA ¢ MIDLAND, TEXAS 79701 » PHONE 915/682-6308
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/ . REVISED AUTHORITY FOR EXPENDITURE

e scriptitm __* __DRILL_& COMPLETE_

ense and Well Mo ROSE FEDERAL CQH #4122 “Dote SEVIEMBER 78, 1982

-...;.'...L

ototion _______ . 660" L4 J9B0FWL, TSEC 21, T.5-8, R-25-E. Centocter ___ ..
ounty ond Store . CHAYES COUNTY. NEW MEXICO___ . Spudded _.__

cose No — e Releosed

ield : ~__m-:fzﬁs S1LOPE_ ARD — - Tofol Dcmh ..W_!.zaa__w

e e e et e s L e e it e 4 e e T T e e e e e e e e

[ ESTIMATED COST |
CODE DESCRIPTION DRYHOLE | PRODUCER | ACTUAL .COS‘.T_J

I I I I I I T S

r. T T T L T T T T T L T I I I T I T I T LI IR ST 3o

INT ANGIBLES _ |
23) Survcymg ond Right-of- Wgy 2.000 e ..2,000 |

2327| Teost ond Rood Constvuction AT 00 | 4000
gﬂ " Duilling - Footoge e sBLt90 ) 88490l

241 | . Daywork o e8s0_ 4 " s8so. Yl
242 | Qdwr _ PIT LINER . -1 2,000.. 2,000 Yl
243 | HMud - Moteriols R e 372 000 )17 000 ]

248 | Woter e 6,500} 5,300 e ]

249 Oil __ S0 150
244 | EguipmentRentods o W 2000 _J ____4Looo M ]
245 | Logging S _— 17,000 L 17 000 | -
246 | Coring Equipment ond Service . . o
247 | Feshoadoxiorx  HAULING — 2,000 —— 3,580
250 | Cemenling ond Services — e 7,500} 22 000 —
251 Perforoting e - 4,500
252 Stimulotion _ — 42500 M0 ]
r2‘53 Completion Doy Work 1 10,000 _ ]
254 | SUucr XX ____LIASING_CREL__,_, — 1,250 4,000 ]
| 255 | Completion Miscelloneous 4 13,000 |
258 Abondonment 8,000
260 Supervision - Geological 4,000 4,000
261 Engineering 4,000 ) 4,000

263 Communication ] | ‘ :
265 Miscelloneous 3,000 . 5.000

266 Qverheod
TOTAL INTANGIBLES 147 .840 227 170

- TANGIBLES

309 | Suroce Cosing 100Q* - 10 _3/4" 20,000 20,000
31 | jewedisisoringy  CONDUCTOR _PIPE - - 2,500 ] 2,500
310 | Production Cosing ;980 . 4 172" : 25,500
320 Tubing - 4200' - 2 3/8" 12000
321 Wellheod Equipment 2650
322 F’O\V'iﬂts . N 'qgn “
324 | Pumping Unit . . -
325 Motor

326 Sucker Rods

327 Other

328 | Equipment Instollotion

330 {inepipe, Volves B Fittings - 5 000
333 | Seporotors, Heoters, Teeaters ) . - E)
334 | Tonks ‘ 3,600
Meters . $

Building

Rood ond Locotions ‘
'338. | Bottery Instollation 5.000
Disposol Focilities I

Miscelloncous : :ﬂ___z_mm_,___am
TOTAL TANGIBLES o . 24.500 |~ 67,250

FOTAL WELL COST | _ﬂ 122.340 - 326,420
—= . . Cost ' :
Compoany Working Int. Dry Hole Producer oved B

NN




BRUCE KING
GOVERNOR

LAHRY KEMOE
SECRETARY

STATE OF NEW MEXICO

ENERGY AND MINERALS DEPARTMENT .

OIL CONSERVATION DIVISION

October 8, 188

Re:

ir. bDavid Vandiver

Los¢e, Carson & Dickerson
attorneys at L.aw

Post Ofiice Box 239
Artesia, New Mexico 88210

Dear Sir:

POST OFFICE BOX 2088
STATE LANO OFFAICE BUJILDING
SANTA FE, NEW MEXICD 87501

2 [50%) 8272434

CASE NO. 7624
ORDER NO, — '-“V

Applicant:

Depco, Inc,

Enclosed herewith are two copies of the above~referenced
Division order recently entered in the subject case.

Director

JDR/£fd

Copy of order also sent to:

Hobbs 0OCD X
Artesia OCD X
Aztec OCD

Other




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 7694
Order No. R-7100

APPLICATION OF DEPCO, INC. FOR
ICOMPULSORY POOLING, CHAVES COUNTY,
INEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on September 29,
1982, at Santa Fe, New Mexico, before Examiner Richard L.

Stamets.

NOW, on this 7th day of October, 1982, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS:

(1) That due public notice having been given as required
by law, the Division has Jjurisdiction of this cauvse and the
subject matter thereof.

{2) That the applicant, Depco, Inc., seeks an order N
pooling all mineral interests from the surface down through the
Abo formation underlying the NW/4 of Section 21, Township 5
South, Range 25 East, NMPM, Chaves County, New Mexico.

(3} That the applicant-has the right to drill and proposes
to drill a well at a standard location thereon.

(4) That there are interest owners in the proposed
proration unit who have not agreed to pool their interests.

- (5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, within said
unit. ’
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Case No. 7694
Order No. R-7100

(6) That the applicant should be designated the operator
of the subject well and unit,

(7) That any ncn-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of. reasonable
well costs out of production.

(8) That any non~consenting working interest owner who
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional 200 percent thereof as a reasonable charge
for the risk involved in the drilling of the well.

(9) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection.

{(10) That following determination of reasonable well costs,
any non-consenting working interest owner who has paid his sharse
of estimated costs should pay to the operator any amount that
reasonable well costs exceed estimated well costs and should
receive from the operator any amount that paid estimated well
costs exceed rearonable well costs.

(11) That $3000.00 per month while drilling and $300.00 peX
month while producing should be fixed as reasonable charges for
supervision (combined fixed rates); that the operator should be
authorized to withhecld from production the proportionate share
of such supervision charges attributable to each non-consenting
working interest, and in addition thereto, the operator should
be authorized to withhold from production the proportionate
share of actual expenditures required for operating the subject
well, not in excess of what are reasonable, attributable to each
non-consenting working interest.

{12) That all proceeds from production from the subject
well which are not disbursed for any reason should be placed in
escrow to be paid to the true owner thereof upon demand and
proof of ownership.

(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated’ on.or before January 1, 1983, the order pooling said
unit should become null and void and of no effect whatsoever.
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Case No. 7694
Order No. R-~7100

IT IS THEREFORE ORDWRED:

(1) That all mineral interests, whatever they may b=, from
the zsarface down throcugh the Abo formation underlying the NW/4
of Section 21, Township 5 South, Range 25 East, NMFM, Chaves
County, New Mexico, arc hereby pooled to form a standard
l160~acre gas spacing and proration unit to be dedicated to a
well to be drilled at a standard location thereon.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the 1lst day of
January, 1983, and shall thereafter continue the drilling of
said well with due diligence to a depth sufficient to test the
Abo formation;

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the 1lst day of
January, 1983, Order (1) of this order shall be null and void
and of no effect whatsoever, unless said operator obtains a tlme
extension from the Division for good cause shown.

PROVIDED FURTHER, that should said well not be drilled to
conmpletion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Dbivision Director
and show cause why Order (1) of this order should not be
rescinded.

(2) That Depco, Inc. is hereby designated the operator of
the subject well and unit.

(3) That after the effective date of this order and within
90 days prior to commencing said well, the operator shall
furnish the Division and each known working interest owner in
the subject unit an itemized schedule of estimated well costs.

(4) That within 30 days frcoem the date the. schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share of
estimated well costs to the operator in lieu of paying his share
of reasonable well costs out of production, and that any such
owner who pays his share of estimated well cousts as provided
above shall remain liable for operating costs but shail not be
liable for risk charges..

(5) That the operator shall furnish the Division and each
known working interest owner an itemized schedule of actual well
costs within 90 days following completlon of the well; that if
no objection to the actual well costs ‘is recéived by the
pivision® and the Division has not objected within 45 days

following receipt of said schedule, the actual well costs shall

\r
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Drder No. R-7100

be the reasonable well costs; provided however, that if there is
an objection to actual well costs within ~aid 45-~day period the
Pivision will determine reasonable well costs after public
fiotice and hearing,

(6) That within 60 days following determination of
easonable well costs, any non-consenting working interest owner
Wwho has paid his share of estimated costs in advance as provided
above shall pay to the operator his pro rata share of the amount
-hat reasonable well costs exceed estimated well costs and shall
Eecelve from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

following costs and charges from production:

(A} The pro rata share of reasonable well
costs attributable to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him.

(B) As a charge for tne risk involved in the
drilling of the well, 200 percent of the
pro rata share of reasonable well costs
attributable  to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him.

(8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced
the well costs.

{2) . That $3000.00 per month while drilling and $300.00
per month while producing are hereby fixed as reasonable
charges for supervision (combined fixed rates); that the
operator is hereby authorized to w1thhold from production the
proportionate share of such supervision charges attributable
to each ‘non-consenting working interest, and in addition
thereto, the operator is hereby authorized to withhold from
production the- proportionate share of actual expenditures
required for cperating such well, not in excess of what are
reasonable, attributable to each non-consenting working
interest. ‘ _

. (10) That any unsevered mineral interest shall be
considered a -seven-eighths (7/8) working interest and a

(7) That the operator is hereby authorized to withhold the
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Order No. R-7100

one-eighth (1/8) royalty interest for the purpose of
allocating costs and charges under the terms of this order.

{(11) That any well costs cr charges which are to be paid
out of production shall b= withheld only frcm’ the working
interest's share of production, and no costs or charges shall
be withheld from production attributable to royalty
interests.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Chaves County, New Mexico, to be paid
to the true owner therecf upon demand and proof of ownership;
that the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the date of
first deposit with said escrow agent.

(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem
necessary.

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

herei designated.

STATE OF NEW MEXICO

o

II, CONSERVATIQON DIVISION
N i .

y %:%/,_ -
. RAMEY

Director




R. L. STAMETS
Technical
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caSE 7687:

CASE 7588:

CASE 768Y:

CASE 7690:

CASE 7679:

CASE 7680:

CASE 7691:

tter, A.ternals I

2 cases will Se heard tefor2 R

In rthe zatter of the hearing called by nhe Cil Conservatlion Division on [ts 2wn =oticn £ pernit
Energzetics Corporation, Unired States Fidelicy and Guaranty Coumpany, and a1l other interested
tc appear and show cause why the Hanes Corporatieon well No. 1, located ip Unit F of Secticn 3
24 Soutl, Range ) East, Don ara County, should not be plugged and sbandoned in accordance wit
approved plugging program.

Y, New Mexicn. .

Application of Amoco Preoduction Cempany for salt water disposal, Union Countg

Applicant, in the above-styled cause, seeks authority to Jispose of produced salt water into the
Glorieta formation in the perforated interval frem 1713 feet to 1787 feet irn its fou tate I Well
No. 2 {2034 362P) located H60 feet from the South line and 1320 feet from the fast f Secrion 36,

Township 20 Norch, Range 34 East.

Application of Mountain States Petroleun Corperation for an unorthodox zas well locaticn, Chaves County,
New Mexico. applicant, in the above-styled cause, seeks zpproval for the unorthcdox locaticn of a well
to be drilled 990 feet from the North and East lines of Section 19. Township 15 Scuth, Range 28 Easc,
Buffalo Yalley-Fenn Gas Pool, the N/2 of said Section 19 to be dedicated to the well.

Application of Tesore Petroleum Corporation for a tertiary oil recovery project, McKinley County,
New Mexico. Applicant, in ¢ e above-styled cause, seeks authority tc convert its Hospah Sand Unit
Waterflood Project to a polyrer-augmented waterflcod and, pursuant to Section 212,78 of the U. S.

Departrent of Znergy Regulations and Section 4993 of the Internal Revenue Code, seexs certification
of said project as a qualified rertiary oil recovery prciect.

Application of € & K Petroleum, Inc. for compulsory pooling, Lea County, New Mexico,

Abplicant. in the above-styled cause, seeks an order poeling all mineral interests in the Peansylvanian
formations underlying the £/2 $W/4 of Section 27, Townsnip 16 South, Range 37 East, Casey-Strawn Pcol,
to be dedicated to a well to be drilled at a standard location thereon. Also to De considerved will

be the cost of drilling and completing said well and the allocarion of the cost thereof as well as
actual operating costs and charges for supervision, designation of applicant as operator of the well
and a charge for risk involved in drilling said well,

(Continued from Seprezber 15, 1982, Examiner Hearing)

Apolication of C & X Petrc.eum, Inc., for the amendment of Order No. R-4857-A and for compulsory
pooling, Lea County, New Mexico. Applicant, in the a2bove-styled cause, seeks the amendment of
Division Order No. R-4857-3 to provide that the lands pooled by said order. shall be che W/2 SE/%

of Seccion 27, Township 16 South, Range 37 Zast, dedicated to its Shipp 27 Well No. 2 located in
Cnit O in said Section 27. Applicant, further seeks an order pooling all mineral interests in the
Pennsylvanian formation underlying the E£/2 SE/4 of the aforesaid Section 27, to be dedicated to 2
well to be drilled in Uait P of said Section 27, Also to be considered will be the cost of drilling
and completing said well and the 2ilocation of the tost thereof as well as actual operatiag costs
and charges for supervision, designation of applicant as operator of the well end 3 charge for risk
involved in drilling said well.

(Continued and Readvertised)

application of Unichem International, Inc. for an exception to Order No. R-3221, Eddy County, New Mexicc.
Applicant, in the above-styled cause, seeks an exception to Order No. R-3221 to pernmit the ccmmercial
disposal of produced brine into several unlined surface pits located in Sectien 2, Township 23 South,
Range 29 East,

Application of Dugan Productica Corporation for compulsory pooling, San Juan County, MNew Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the 3asin-Dakota
Pool underiying the W/2 »f Section 5, Township 2% North, Range 9 West, to be dedicated to a well to be
drilled at a2 standard location thereon. Alsc to be considerad will be the cost of drilling snd completing
said well and the 3liccation of the cost thereof as well as actual operacing costs and charges for super-
vision, designation of applicant as operator of the well and a charge for risk involved in drilling said
well. '




; a New ESES-I
A 4 interests io the Southeast
z i fange 31 Zast, to S
dedi ed & 2 1 to ze considered will
he the cost of drilling and c¢o cost thereor 3s well
as actual operating costs and pplicant, as Sperator
of che well 3nd a charge for risk
Application ¢ bola Znergy Corpcraticn for an uncrthedox gas well iccarion, Chaves Zounty, New Hexico.
Applicanct, Ir the above-strled cause, sceks approval feov the uncrthodox location of an Ordovician gas
well to be drilled 330 feer from the North lice snd 990 feer fzom the Fast line of Sectien i3, Towmnship
@ Zouth, Range 27 Easc, the £/2 of said Section 13 o be Zedicated to the well,

CASE 7632 (Continued from 3epremder 15, 1982, ZIxaminer Hearing)
Applicac*’on of Cipola Erergy Corporacion for an unorthodox gas well locar_ion, Chaves County, New Memico.
Applicanct, in the above-styled cause, seeks approval for zhe unorthodox lozation of a Mississippizn zas
well drilled 330 feet from the Norcth line and 3]0 feet from the West line of Seczion 34, Township il

Scuth, Renge 28 East, the W/2 of said Section 34 to be dedicated to the well.

CASES 7634 and 7695: Application of Depco, Inc. for compulsory pnoling, Chaves County, New Mexico.

Applicant, in ee~h of the following two cases, seeks an order pcoling all mineral terests
from <ne surface down chrough the Abo formation underlying the lands specified in each case,
each tc form a standzrd 1£0-zcre gas spacing and proration unit te be dedicated to 3 well

to be drilled at 2 standard location thereon. Also to be considered in each case will ba th
cost of drilling and completing said wells and the allccation of the cost thereof 3s well 3s

actual operating costs and charges for supervision, desigaation of applicant as operater of
the wells and a2 charge for risk involved in drilling said wells:

in

/c;(ss 7694: NW/4 Section 21; and

CASE 7€95: NE/4 Section 21

Both in Township S5 South, Range 25 East.

CASE 7696: Appicaction of Arco Cil and Gas Company for coopulsory pooling, lLea County, Yew Mexico.
Applicant, in the above-styled cause, seeks an ~rder pcoling all aineral interests in the Mississippian
through Ellenburger formations uuderlying the 22 of Section 31, Township 20 South, Range 36 East,
to be dedicated to a well to be drilled at a scandard location thereon. Also to be considered will
be the cost of drilling and completing said well and the allocyticn of the cost thereof as well as actual
operating costs and charges for supervision, designation of applicant as sperator of the well and a chargze
for risk involved in drilling said well.

CASES 7528 and 7529: (Continued and Readvertised)

Applicacion of JJ-CC, Limirzed for cocpulsory pooling, Chaves County, New Mexico.

Applicant, in each of the following twe cases, seexs an 9rder pcoling all xineral interests
down through the aAbo formation underlying the lands specified in each case, each to form

a standard 160-acre gas spacing and proration unit to be dedicated to a well to be drilled

at a standard lecation thereon. Also to be considered in each case will be the cost of drilling
and completing said wells and the allccation of the zost thereof as well as actual operatin
costs and charges for supecvvision, designation of applicant as operator of the wells and a
charge for risk involved in drilling said wells:

CASE 7528: NW/4 Section &, Township 5 South, Range 24 East

CASE 7329: NE/4 Section 4, Townshlp 3 Scuch, Range 74 fast

CASE 7697: application of Oxcco Production Corp. for desiznation of a tight formation, San Juan Couaty, New Mexico.
Applicant, in the above-styled csuse, seeks the desiznation of the Mesaverde formation underlying Sections

7, 8, 17, 138, 'i9 and 20, Township 32 North, Range 3 West, containing 3160 acres, morz or less, as a cigh
formation pursuant tc Section 107 of the Natural $as Policy Act and 18 CFR Sectican 271.701-705.




LAW OFFICES
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OIL CONSEr .. 7,

Mr., Joe D. Ramey, Director SANTA 4o
Energy and Minerals Department  et—

0il Conservation Division

P. O. Box 2088

Santa Fe, New Mexico 87501

Re: Case Nos. 7694 and 7695
DEPCO, Inc. Applications
for Compulsory Pooling
Chaves County, New Mexico

Dear Mr. Ramey:

Enclocsed for filing in the captioned cases, please find  Affi-
davits of Mailing reflecting the mailing of copies of the perti-
nent applications and the docket to MTS Limited Partnership and
Corona 0il Company.

Thank you,
Very truly yours,
CARSON & DICKERSON, P.A.
David R. Vandiver
DRV:pvm

Enclosures
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STATE OF NEW MEXTCO )
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counTy oy nRDY )
The unders “wned, heing first Qduly wworn, upen cath,
| . .
states that on the 20th day of September, 1982, the undersign-
ed did mail in the United States Post Office at Artesia, New
| Mexico, true copies of the follcwing instruments:
1, Application for Compulsory Pocling of min-
eral interests in the Rose Federal Com.
No. 12 Well; located in NW/4 Section 21,
Township 5 South, Range 25 East, N.M.P.M,,
Chaves Countv, New Mexico; and
2. Docket reflecting hearing on such Applica-

tion at the 0il Conservation Divisien in
Santa Fe, New Mexico, on the 29th day of
September, 1982; ’ '

following named parties:
NAME

MTS Limited Partnership

Corona 0Qil Company

SUBSCRIBED AND SWORN

1982.

September,

in securely sealed postage prepaid envelopes addressed to the

ADDRESS

c/o Mesa Petroleum Co,
Vaughn Building, Suite
Midland, Texas 79701

1000

Suite 635
75234

4835 LBJ Freeway,
Dallas, Texas

Patti Menefee 7

TO hefore me this 20th day of
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1N THE MATTER OF PHE APPLICATION OF A
DEPCO, TNC. FOR COMPULSORY POOLING, CASE NO. > {9y
CHAVES COUNTY, NEW MEX1CO :

s

APPLICAT [ON

COMES NOGW DEPCC, Inc., by its attorneys, and in sup-

port hereof, respectfully states:

1. Applicant has the right to drill its Rose Fed-
crol Tom. No. 12 Well as a gas well, to a depth suificient to

test the Abo formation, hich is to be located at a lawful
location in NW/4 Section 21, Township 5 South, Range 25 Eést,
N.M.P.M,, Chaves County, New Mexico.

2. The applicant intends to dedicate the NW/4 of
said section to this well, and there are interest owners in
the proration unit who have not agreed to pool their inter-
ests. The parties who have not agreed to pool their inter-

ests, and their addresses :dare as follows:

NAME ADDRESS
MTS Limited Partnership c/o Mesa Petroleum Co.

Vaughn Building, Suite 1000
Midland, Texas 79701

Corona 01l Company 4835 LRBRJ Freeway, Suite 635
Dallas, Texas 75234

3. Applicant should bhe designated the operator of
the well and the proration unit,

4. To avoid the drilling of unnecessary wells, to
protect éorrelative»rights and to afford to the cowner of each
interest in sgid unit the opportunity to recover or feceive_L

without unnecessary expense, its just and fair share of the

gas in said unit, all mineral interests, whatever they may be;
from the sugfacé to the base of’the Abo forﬁation, underlying
the NW/4 of said Section 21, shouid be pooled.

5. That any non-consenting working intereét owner

that does not pay its share of estimated well costs should
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have withiield from production ita share of the vroasonable woel
costs, plus an additviona) 200% Lhernof as a rveaaonable chargoe
for the risk invelved in the Aridling of the well,

SN Applicant should he authorized to withhold from

production the proportionate share of a reasonable supervision

5 o each

charge for drilling and producing wells attributable

non-cousenting working interest owner.

WHEREFORE, applicant pravs:

A, That this application be set for hecaring before

an examiner and that notice of said hearing bz given as re

gquired Ly law,

B. That upon hearing the Division enter its order

pooling all mineral interests, whatever they may be, from the

surface to the base of the Abo formation, underlying the NW/4
of said Section 21, Township 5 Souﬁh, Range 25 East, N.M.P.M.,
to form a 160-acre spacing unit

Chaves County, New Mexico,

dedicated to applicant's well,
C. And for such other and further relief as may be

just in the premises.

INC.

DEPCO,

David R. Vandiver
LOSEE, CARSON & DICKERSON, P.A.
P. Q. Drawer 239

Artesia, New Mexico 88210

Attorneys for Applicant
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STATI: OF NEW MEXICO -
INERGY AND MINERALS DEPARTMENT

OI1, CONSIERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSLERVATION
DIVISION FOR THE PURPOSE OF

CONSIDERING:

W Vi

CASE NO. 7654
A - >/00
& Order No. R—

'APPLICATION OF DEPCO, INC. FOR

G\ COMPULSORY POCOLING, CHAVES COUNTY, Mj‘

NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on September 29,

1982, at Santa Fe, New Mexico, before Examiner Richard L.

Stamets.

NOW, on this day of October,; 1982, the Division

Director, having considered the testimony, the record,'and the

recommendatiqns,@ﬁifhe Examiner, and being fully advised in the
4:’ /'
T

premises,

FINDS:.
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(1) “That due public notice having been given as‘rcqhiréa”'”
by law, the Division has jurisdiction of this cause and the

subject matter thereof.

(2) That the applicant, Depco, Inc., seeks an order
pooling all mineral interests -from the surface down through the
Abo formation underlying the RNW/4 of Section 21, Township 5

South, Range 25 East, NMPM, Chaves County, New Mexico.

(3) That the applicant has the right to drill and proposes

to drill a well at a standard location thereon.

(4) That there are interest owners in the proposed

proration unit who have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each ?
interest in said unit the opportunity to recover or receive

without unnecessary expense his just and fair share of the gas

in said pool, the subject application should be approved by

pooling all mineral interests, whatever they may be, within said

unit.

(6) That the applicant should be designated the operator

of the subject well and unit.

{7} That any non-ccnsenting working interest owner shoul
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reasonable

well costs out of production.

ideiaitie




(8) That any norn-consenting working interest owner who

does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs

plus an additional ;2(}@ percent thereof as a rcasonable

charge for the risk involved in the drilling of the well.

(9) That any non-consenting interest owner should be
afforded the opportuhity to object to the actual well costs bhut
that actual well costs should be adopted as the reasonable well

costs in the absence of such objection.

(10} That following determination of reasonable well costs,
any non-consenting working interest owner whc has paid his share
of estimated costs should pay to the operator any amount that
reasonable well costs exceed estimated wall cost\s and should
receive from the operator any amount that paid estimated well

costs exceed reasonable well costs.

L2 '
(11) That $ 30‘9'0 per month while drilling and

$ 130-0/02 per month while producing should be fixed

as reasonable charges for supervision (combined fixed rates);
that the operator should be authorized to withhold from
production the proportionat;e share of such supervision charges
attributable to each non-consenting working interest, and in
addition thereto, the operator should be authorized to withhold
from production the proportionate share of actual expenditures
required_for Qperéting the subject well, not in excess of what
are reasc;nable, attributable to each non-consenting working
interest.

(12) That all proceeds from prOdu';gi?ii‘:.":‘;ﬁ;om the subject

well which are not disbursed for any reason’ should be placed in




escrow to be pald to the true owaner thereo! upon demund and

proof of ownership,

(13) That upon the failure of the operator of said pooled

unit to commence drilling of the well. to which said unit is

dedicated on or before 1 __/4_/?5{3 , the order

pooling said unit should become null and void and of no effect

whatsoecver.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, from
the surface down through the Abo formation underlying the NW/4
of Section 21, Township 5 South, Range 25 East, NMPM, Chaves

County, New Mexico, are hereby pooled to form a standard

1442 -acre gas spacing and proration unit to be dedicated to a

well to be drilled at a standard location thereon.

PROVIDED ﬁOWEVER, that the Operator of said unit shall

commence the drilling of said well on or before the‘_/é/lzl‘ '

wapy , /243 ) ) '
day of , and shall thereafter continue the drilling

of said well with due diligence to a depth sufficient to test

the Abo formation;

PROVIDED FURTHER, that in the event said operator does not

commence the driliing of said well on or before the [JsV

day of , Order (1} of this order shall be null ana

void and of no effect whatsoever, uriless said operator obtains a

time extension from the Division for good cause shown.

PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencement




Liicroor, said operator shall appear before the bivision Director

and show cause why Order (1) of this ordcr should not be

rescinded.

(2) That Depco, Inc. is hereby designated the operator of

the subject well and unit.

(3) That after the effective date of this order and within
90 days prior to commencing said well, the operator shall
furnish the Division and each known working irterest owner in

the subject unit an itemized schedunle of estimated well costs.

(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share of
estihated well costs to the operacor in lieu of paying his share
of reasonable well costs out of productibn, and that any such
owner who pays his share of estimated well costs as provided
above shall remain liable for operating costs but shall not be

liable for risk charges.

(5) That the operator shall furnish the Division and each
known working interest owner an itemized schedule of actual well
costs within 9C days following completion of the well; that if
no objection to the actual well costs 1is received by the
Division and the Division has not objected within 45 days
following receipt of said schedule, the actual well costs shall
be:the reasonable well costs} provided however, that if there is
an objection to actual well costs within said 45;day period the
Division will determine reasonable well costs after public

notice and hearing.




(6) That within 60 days following determination of
reasonable well custs;‘any non-consenting working interest ownerxr
who has paid his share of estimated costs in advance as provided
above shall pay to the operator his pro rata share of the amount
that reazonable well costs exceed estimaped well costs and shall
receive from the operator his pro rata share of the amount that

estimated well costs exceed reasonable well costs,

{7} That the operator is hereby authorized to withhold the

following costs and charges from production:

{A) The pro rata share of reasonable well
costs attributable to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him.

(B) As a charge for the risk involved in the
driiling of the well,
percent of the pro rata shere of
reasonable well costs attributable to each
non-consenting working interesy owner who
has not paid his share of estimated well
costs within 30 days from the date the
schedule o©f estimated well costs is
furnished to him.

(8) ‘That the operator shall distribute said costs and
charges withheld from production tc the parties who advanced
the well costs.

o ]

(9) . That $ _2/5304 per month while drilling and
$_Bpp% per month while producing are hereby fixed
as reasonable charges for supervision (combined fixed rates);
that the operator is hereby authorized to withhold from
production the proportionate share of such supervision
charges attributable to each ncn~consenting working interest,
and in addition thereto, the operator is hereby authorized to
withhold from production the proportionate share of actual
expenditures required for operating such well, not in excess
cf what are reasonable, attributable to each non-consenting
working interest. :

(10) That any unsevered mineral interest shall be
considered a seven-eighths (7/8) working interest and a
one-eighth (1/8) royalty interest for ‘the purpose of
allocating costs and charges under the terms of this order.

’ (11) That any well costs or charges which are to be paid'
out of preduction shall be withheld only from the working
interest's share of production, and no costs or charges shall




be withheld from production attributable to royalty
interests, :

(12} That all proceeds from production from the subject
well which are not dishursed for any reason shell iwmediately
be placed in escrow in Chaves County, New Mexico, to be paid
to the true owner thereof upon demand and procf of ownership;
that the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the date of
first deposit with said escrow agent.

(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem
necessary.

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

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

JOE D. RAMEY,
Director
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