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BEFORFY THL
NEW MEXICO OT6L CONSERVATION COMMISSION
OIL, CONSFERVATION COMMISSION CONFERENCE ROOM
STATE TAND QOPFPIOT BUILDING
SANTA FF, NEW MVREXTICO
Wednesday, Octoher 31, 1973

IN THE MATTER OQOF:

Application of Gulf 0il Corporation

for compulsory pooling, Lea County,
Mew Mexico. Applicant, in the above-
styled cause,; seeks an order pooling
all mineral interests from the hase of
the Wolfcanp formation to the base of
the Morrow formation underlying the E/2
of Section 9, Tewnshin 16 South, Range
35 Tlast, Townsend-llorrow Gas Pool, Lea

County,

Hulda Townsend Well Mo, 2 located in Unit
I of said Section 9.

New Mexico, to bhe dedicated to its

Nt Nt et Tl Nl e Nl Nl ot sl il Nl el et Sl

BEFORE :

RICHARD T,. STAMRTS
Examiner

TRAMECRIDT OF NYAINER VMEARTNG

Case VYo,

5092
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A

uwpon his ocath testified as fol

"R, STAMETS: Call next Case 5092,
MR. DERRYRERRY: Case 5092, apolication of Gulf
Corporation for compulsory pcoling, Lea County, New

Mexico.

YR. STAME™S: Call for appearances in Case 5092,

MR. MCALLEN: I'm Mr. McAllen from Midland, Texas,

appearing on hehalf of Gulf 0il Corporation together
with James Sperling of Albuquerque, Mew Mexico, and I
have two witnesses to he sworn.

MR, STAMETS: Are there any other appearances

¥R. XELLAHIM: Tom ¥ellahin, Xellahin and Fox,
Santa Fe, Wew Mexico, appearing on behalf of V-F
Petroleum Company, T have one witness.

MR. MCALLEY: I call my first witness, Mr. C. F.
Raltever.

C. F. KALTEYER,

witness, having heen first duly sworn according to law,

Jnst

OWs

NIRECT ZMAMTIATION

BY MR. {cALLEM:

0

Yould vou state vour full name, pleasa?
Charles 7. Yaltaeyer.
Ny whom are you cemnloved, "ivr, Yaltever, and in what

canacity are vou employed?

RN |
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I anm emplovecd by Gulf 0il Corporation, and I am emploved

as the district proration engineer in Micdland, Texas.
Mr. Rallever, have you previously testified hefore the
New Mexico 0il Conservation Cormission and had your
aualifications as an exnert aceepted by that hody?
Yes, sir.

MR, McerLLREN:  Are there any questions about his
qualifications?

MR, OTAMETS: Uis qualifications are acceotahle.
(By Mr. “callen} ‘Mr. Xaltever, wvhat is Gulf seeking in
its apvlication?
Gulf is seeking compulsory pooling ~f all of the mineral
interests from the hase of the olfcamp
the Morrow formation underlying the Fast half of
Section 2, Townshin 16 South, Range 35 Tast, Lea County,
Yew Mexico, adjacent to the Townsend-Morrow Gas Pool
and directly offsetting it.
Do you have an exhihit or a nlat of the oronosed unit
and the surrnunding aresa?
Yes., Txhirit 1 Aelineates the proposzad standard 320-
acre unit outlined in the “ast half of Section 9 in
rod, Gulf hras a lerasa on the 140-acre Tulda Towngend
mract in the Sontheast aaarter of Section °, +hich is
outlined in yellow. TVxxon Cornoration has 21 acres in

the "Test half of the Clorthaast quarter »f Section 9,

Vo
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which is outlined in bilue, and V-F Peotroleum Carnoration
has the Tast half of the 'lortheast quarter of Section
9, which is outlined in green.

You will note five wells cirecled in green, which are
producing or have produced from the Tovmsend-Morrow
Gas Pool. These wells are located as follows:; in
Section 8, the Advance nil and Gas Company, Incorporated,
State WTA “umber 2 with an accummlative production
through August of 1973 of 3,379,269 Mcf, The average
daily rate of »nroduction for August of '73 was 2100
Mef oer davy.

In Section 9, V-F Petroleum, Incornorated, Humble

Tovnsend Mumber 1, adjacent to and directly offsetting

1
1

]
]

the proposed unit, has ¢ cunulative nroduction of

1, 592,142 Mcf., TIts averaqge daily production in August
of '73 was anproximately 3,000 Mcf P.D,

In Section & to the South of the V-F Well is Tom
Brown, Incorporated, flumble "A" State Mumher 1 with
a cunulative production of 93,140 “cf and an average
dailyv production of 440 *tef ner dav,

To the “lest in Seation 17, Great Western Nrilling
Company State Cormunitized Yell) “tumher 1 has a
cunulative production of 1,119,054 iecf., Tts August
daily averac> was 240N Mcf per day.

Tn Section 10 to thn Tast is J-T Potrol-un,
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Incorporated, Danglade Communitized Well Number 1 with
a cumulative of 48,216 Mcf, and is now indicated to be
off production. Cumulative production created to the
field as of August '73 is approximately 6.2 bhillion
cubié feet.

Mr., Xaltever, does Gulf have any operations on its
160-acre Hulda Townsend tract at present?

Yes, our Well Nunher 1 is nresently producing from the
Townsend-WNol fcamp Pool, and on the recent gas-oil ratio
test dated Octoher 8, 1973, the well produced at the
rate of 12 bharrels of oil per day. VWell Numher 2,
which is circled in red on Exhihit 1, is presently
closed-in as uneconomical to produce in the Townsend-
Wolfcamp 200l., The well last produced in March of '72.
Mr. Kaltever, what is the history of Gulf's Hulda
Tovnsend Mumber 2 Yell?

The “lumber 2 V12ll was Arilled and comnpleted in the
Violfcamp Dec mher 16, 1955, and notentialed for 188
barrels of oil per dav, four »arrels of water, and a
GOR of 1997 to 1. Cumulative oroduction is 83,052
barrels.

Mow, how dons Gl f nronose ke nroteat itg correlative
rithtas and insure recovervy of hvdrocarhons in this
area?

By Aenonening jts nida Toungend "hienboy 2 girmated at oA
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standard location 2310 feet from the South line and
660 feet from the Tast line in Unit ¥ of Section ©
Township 16 South, Range 35 Fast.
Do you have an exhihit reflecting that?
As Exhibit 2, T have a subsurface diagram of the
proposed deepening of this well, and as Fxhihit 2
I have a general plan of producing for the deepening.
5 and 1/2-inch casing has bheen set at the denth of
10,533. Gulf proposes to deepen from 10,650 to 11,900
with a 4 and 3/3-Inch hola. ' further pIop te
cement an OD flushline from a new total depnth of
11,900 up to approximately 10,000 feet. A permanent-
type nroduction packer will be set, and 2 and 3/8-inch
Lrubing run, and the well perforated
in the Pennsylivanian throwh a tubing gqun.
Are there any mineral-interest owners in the proposed
proration unit who have not aqreed to join or agreed to
pool?
Yes, sir, as %xhibit 4, vhich thev have three sets down
there, T 4did not have another seot of the letters, this
file contains corresnondence hetween fulf, Ixyon, and
V-F Potroleun,

3y letter dated June 1, 1372, V-F Petroleun asked
Al E ta gell or Farm npt Tl F introrests in the 16R0-acrn

Hiulda Tounsend tract in order that thev might form a

1 in caelecte’r intervals
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gtandard unit and reenzet sur Well Number 1 and deepen
it to the Atoka sand. BY l1etter of June s2a+h, Gulf
advised that ve were not interested in selling OT
£ayning out, rut would consider 2 proposal for joint
operations under our acreage 1in the latter part of '72.

By letter dated October 5, '72, V-F Petroleun
requested a farm out of the deep rights under the
Gulf l60-acre tiulda Townsend tract in order to form a
unit and reenter and deepen Gulf's Well Number 2. BY
lettex dated Movenber 2, 1972, Gulf advised that thev
were not interested in farming out the acreade. but were
still interested in considering the formation of & Uit
and jointly deepening our ell 'lumber 2 to the Atoka-
Morrow section.

Tn our letter of hpril 2 to rywon and V-F
Petroleun, Gulf proposed to communitize the Rast nal€
of Section 9 from the nase of the 110l fcamp to the hase
of the ’lorrow for the purpose of entering and deevening
Gulf's Humber 2 tuléa Tovmsend. culf furthed proposed
tnhat should Tixxon and V-F petroleun not Aesire tO
participatn, wn would be willinag tO neqgotiate a faym onk
with them covering their lease Hholdings.

py nny lettel of roril 5, 1073, an ALFP.T. was

suhmitted to myxon pronosing the Aecpening of Gulf's

‘fumber 2. An tavy 9, aftoyr BYMOD yad sleotad o

-

'\

SISl o

|

|
|
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P

particrpate in the deepening of Well Mumber 2, we also
submitted an A.F.E. to V-F Petroleun.

In our letter of July 17th to Txxon Corporation,
Gulf inquired as to Ixxon's willingness to carry one-
third of the proportionate share of the non-congsent
party's interest in deepening of Well Mumber 2, since
V-F was apparently not interested in the deepening of
this well. By a letter dated Auvgust 10, Fxxon Corporatioﬁ
approved entering into this deepering project with Gulf
and bearing & and 1/3 percent in adcdition “o work
interest as their share of the non-consenting pvarty's
interest.

v
.

v letter dated August 24, an invitation was again

Iy

—— e 3 e
N the communitizarion

jetv

stated to V-F Petroleur to join

v
"

(g

‘L

to ass:m2 their pranortionate share, and inquiry
vas alse made as to the salae of their interest in the
Iast half of the Tlecrtheast nguarter of Section 9 to Gulf.
V-F Patroleum, hy their letter of August 29, again

declined to »articipate in the reentry of Well Mumher 2.

They further advised they wvould entertain an offar by

Gulf and/or Txxon for the »urchase of their leasehold

interest. Gulf's lntter nf Seontembher 12 confirmed a

refuscal hy V-F Detrolewt of Gulf's offer to purchase

thoilr soven—-eicghtha working interest for $200 nev acre,

A invitation wran again ovbonded to VT Dotroleun to
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o

participate as a working interest awner in the YNumber
2 ¥Mulda Townsend.
In their letter of Sentenher 26, 1973, v--F

Petroleum offered to sell their leasehold rights helow

the Wolfcamp on either of two hases, a cash consideration

with an option to convert to 50 percent working interest

after payout, or straight cash consideration.

Gulf's letter of September 27th advised V-F that
they were not interested in acquiring said l2asehold
rights under the terms as set out in their letter.
Tz, Cr. ¥altever, are the Gulf offers exhibited
in these comnunications to V-F Petroleun still open for
acceptance by V-T Potroleum and will they remain onen
until we uqdertake our deevening operation?

Yes, sir.

No vou have a reasonahle estimate of the nresent value
of Vlell “luter 27

Yrs, as Ixhiibit 5, we have itenized certain major items
to he considerad in the nresent valun of ‘hbor 2,

Sulf nronoscs that a valuz of 39,777 ba g0t oe the
rrosent valus of the 'mlda Tounsend “hanhar 2, based on
a Class 3 valne.

ell-head and associatnd ecuinnent, €45090; 5 and
1/2 inch casing £o oA danth of 10,220 faet in the amount

of $27,479, thn 10,220 fant heing the denth to Ehe top
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of the present perfecrations in the Wolfcamp. The value
of usable tubing, 2 and 3/8 tubing, has bheen estimated
at $6800.

Gulf helieves this to ha a reasonable estimate of
the present value of Well Number 2, since no charge has
been made for the 13 and 3/8 surface casing or the 8
and 5/8 intermediate casing set at 4599, or the
intangihle drilling costs from the surface of the ground
to the total depth of 19,650.

Nkay. Mr. Xalteyer, do you have a reasocnable estimate
of the cost required to deepen the Wnmber 2 Hulda

Tovmsend?

3 " U T T S
Voe, air 5 Txh a reasonanie <oOsL estinaie

-~
£ Cass

r

(1)
4
.

i3
)

r

N

to deepen the Tumber Yell from its current depth,
10,650, to a propnsed total depth of 11,900. The
drilling cost has “een estimated at approximately
$142,099. Tt was a revised upward from our estimate

ol December 22, 1972, of $130,310, primarily Adue to the
increased drilling rig rates,

And will vou reveat once again the total drilling cost
for this deenening oneracion?

The deencning has heen cstinated as $142,000. Aur

nrimary figure was annyoximatelw 130,900,

How Ao these filaqures comnare to the cost of drillinag a

new oell freom the surface tn oan eauivalont total denth?

|
|
|
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We have estimated the cost of a new well to this depth

to be approximately $300,000. The cost to deepen Numbher
2 represents approximately 47 percent of the cost of a
new well. The cost of deepening Number 2, plus the
present value of the well, amounts to $180,700, or it's
approximately 60 percent of the cost of a new well or
savings of $120,000 by deepening.

What is your estimate of a reasonable, fixed fee charge
for supervision of the proposed well?

Gulf would propose that the property be handled under
COPAS 1968 accounting nrocedure feor joint operations.

For indirect charges under the combined rate well basis,
Gulf would nropose a figure of $1,639 per month drilling
well rate, Aduring the deepening and completion operations
and $182 per month nroduecing well rate. These figures
represent Gulf's current standard charges for indirect
overhead on joint operated properties,

In vour oninion, Mr. Xaltever, is this proposed
compulsorv nooling of the Tast half of Section 9,
Tovnship 16 South, Pance 35 Past, and the deepening of
the ulda "ell) ko a deptir of 11,900 feet, in the interest]
of nreventing waste and protecting correlative rights?

Yes, it is. Gulf has an offset obligation to itself

and to its rovalty owners £n fulfill, ana we halieve

this reaquest should he granted to allow us to recover
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BY MR, STIMETS

o

8]

hydrocarbons which would otherwise be left unrecovered
in the reservoir.
et me ask you whether Fxhibits 1 through 8 were
prepared by you or under vour suvervision?
Yes, sir, they were under my direction or prepared by
me.

MR, McALLEN: I move that Exhibits 1 through 6 he

- P T ] - - —
adnii tted 1nto €

<

idence in this case.

MR. STAMETS: Without objection, Applicant's
Exhibits 1 through 6 will be admitted.

MR. MCALLEN: T have no more direct testimonv of
Mr. Xalteyer. I have a geological witness to present,
but at this time we are cpen to any auestions.

MR, STNIFTS: Are there any questions of this
witness?

CPRNGS =R N ITNATTON

- tla 2225

My, Maltever, =hy does Gulf fee) that it should be
renunerated for the value of the well in raestion herve
in avcess of the cost of recomnlating the well as a
forrow lell?

In excess of the cost?

Riqht., ‘low, we are talkina about the cost vou have in

the ALF., here nf £1410,000,  Uhy §s 16 onlf'sg

contention thot on chniild alao hn reimharaed anothor
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A

A

$40,000 or you should have a value of $40,000 and bhe
reimbursed proportionately for that?

Becausa we feel we are offering something to this effort,
to any participant that would join in this project. We
feel like it's a rcaconahle request. 'le have a hole of
10,600 feet to offer.

Has Exxon agreed to this?

Yes, sir. They have not agreed to this figure, they
have agreed to enter in with a prior fiqure, or had
entered into a fiqure and we have had to revise the
figure.

Is it in this $40,000 range?

Yes, it is.

Is the figure that Gulf is eventually going to agrea to
with Fxxon the same one we are talking about here?
Pestate that, nlease.

Is Exxon going to agree that Gulf should receive a cdollar
amount out of production for the curraent value of the
well, hased on the fiqure that you have givan us here?
Mo, they have not seen this figure heve. In our
cnrresoondéancae, vou will see a figure hased on tofal
value of $18,000, which was erroneously calculated on

a 50 vercent Class D value rather than a 75 nercent

value.

So at this voint, vou don't know that they will or not?
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No, sir, we do not.

CROSS-EXAMINATION

It is indicated on Exhihit 5 the present well value of
$38,700. 1Is not this figure computed by taking 75

percent of the new cost under the COPAS accounting?

What, then, would be the present value of the well
itself? This, then, cannot reprecsent the present
value of the well, could it, the $38,700?

No, the Class B value —- this is the 75 percent value.

That's correct, of the new cost?

How would vou adjust this, now, to arrive at a fair
Tf vve were talking ahout salvaging the well at this
Yes, sir, ¥hat could vou qget out of thisg well if you
501d the well now?

Well, it would have to he negotiatad; but, if we were

selling it for junk, now, that would bo a different

Mell, what —wonld vou et for it if you sold it for junk,

A
BY MR, FELLAHIM:
Q
A Yes, sir.
0
A
Q
A Right.
0
salvage value?
A
time?
0
A
matter.
.
for salvage?
A

o wonld take Mids on the well to sne what it was. 'le

ered
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i don't know oxactly what it would be. ;wl
- 2| 0 Do you have any astimates at all as to what the value
; — 3 would be?
4 41 A No, sir, I don't believe I could give you an estimate
5 on as far as prices heing obtained on salvage casing
; 7 6 at this time or salvage tubing, as far as bids.
ab)
“ 3 - 3 »
Qo 7 0 what relevance, then, is this particular fiqure to us?
3 - 8
ccg 8 I+ appears to me that it's rather meaningless. Perhaps
© o s '
— od - you can explain it to me. T don't understand what
- Qe
2 10 relevance this figure has.
m .
E_ 1 A Well, we figure that we are actually going to use the
- -
- C = 12 pipe, it's not salvage pipe. e actually have plpe
&
- bd . . . >
% 02 13 from 10,533 feet, and it will he used in this well.
; X
. . iy 14| Q I want to refer to wvhat has been marked as Exhibit
ke w W
¥ o 15 4-1, it's a lette:r signed By R B criffith, District
1
- L3 16 Land ltan, and indicates in there a sentence that,
29 17 "Tn addition, the narticipating narties will he expected
s 0
aq
S 18 te pay thelr ~roportionate nart of the salvage value
3 <
w ¥ .
Zg 19 of the well, which 1s astimated at a1g 000"
]
i3
S 3 20 . That's corrnct, Fhat's what T rastified to.
<
.
2 2 21 8] imat other wells has Aule Arilled in this arca? |
X |
%E 22 -mat's the last well nulf drilled i this aren, Hr. |
3 li
aow
[+4 .r - 1
° 5 23 alknyny? |
Z o©
z 0 \
a 24 A rle have no INYrav comnlaotions in thils ared, andd T \
b i
|
t
\

25 wvould assiie that /o Vact —eil Jrilled wonld he the
L e T T e
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1 Number 2 Hulda. e might bhe able to develon that hetter
2 from our aeological witness.
3 MR, XELLAHIYM: ‘o further acuestions, thank vou.
4 MR. McALLEl: T have one question on redirect.
I
[ REDIRECT EXAMINATION
Co A 6 3Y MR. McALLEN:
=
b 2o o 7 0 Mr. Kalteyer, is there a difference between salvacge
- S
. N 8 value of a well and the value of this well as you now
S ] (7,]
4+ ] . . \
a o3 9 pronose to deeven it? that's in the hole now?
N frd . . . .
: D 10 A Yes, sir, we consider it different.
D
£ 11 0 That is that difference based on?
(3 | >‘~
(o)
\ B — - 12 A If there was no further use for the wellhore or for
S
o D o3 13 the nipe,; we wonld =alvaae it and it weould have a
- ;3
4 W o . - - - - . 1
zv 14 certain saleahle value -7 junk, or possibly Class B.
, zx . . . ;
| N 18 0 S0, hecause this wellhore is usable in its present
2%
p rou P PR 1 . -
: 3 16 condition, then it's worth more than salvage value,
3 1
S
3¢ is that right?
10 17 is that right?
e 0
a3 ) . .
S 18 A Yes, sir, that was another consideration,
z . nTCRNSS TN AMTMATTAY
oo lg N - . ! (-_
9
S
fx  g0| DY NR. STMIRTS:
. e .
a3 21 0 As a matter of information, if V-F Petroleum did join
¢ &
P 22 and Aid Hav thsir shara of the estimated well cost and
> < .
5y,
4 3 » . .
22 23 did pav vou their share of the value of the oxisting
° Vo
o 24 casing and well-head anad vhatnot, aad this well turned i
o
4 J
23 out tn he A Adrv hole, and the well wore olugaad hack and !
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: % ) ; . .
S 1 abandoned, would thev receive a portion of their money
i -
. 2 back from the salvage of this equivpment?
v 31 a I would bhelieve thev would.
4 MR, STAMETS: Are there any other questions of the
M e
_ 5 witness?
k-
e v 6 (Mo response.)
=
: sl
. B 7 MR. STAMETS: He may bhe excused. You may call
: [
(B ] o .
7 8 your next witness.
= (7]
© .
i od 9 MR. McALLEN: T call Mr. J., L. Hutchison.
- b
2 10 J. L. HUTCHISON,
QD
‘ E{ 11 a witness, having bheen first duly sworn according to law,
3
3 Y 12 upon his oath testified as follows:
: S5
‘ i _8 3§ 13 MR. STAMFETS: You may proceed, Mr., McAllen.
:
f I 14 DIRECT FXAMINATION
‘ - W w
z 32
¥ s 15 BY Mn, McALLEY:
::
w3 16 N Would you state your full name, please?
@
j% 17 A J. L. ilutchison.
- J
N .
e 18 0 Mr. futchison, bv whom are you employed and at what
3 <
W
%’d 19 canacity are you enploved?
9
» o . » -
g 20 A I am employed hy Gulf Nil Cornoration as a staff
3z
-
x @ .
S < 21 ageologist.
X
c:b; 22 0 v, Hutchison, have vou ever previouslv testified
ar
49 . - -
25 23 before the llew “Mexico Mil Conservation Cominsicen?
é" 24 A VYea, sir, T have,
25 n Pnd have vour qualifications heen accrptod by that hadu?
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k)

Yes, they have.

MR, McMALLFN: RAre there any questions regarding
the witness®s qualifications?

MR. STAMETS: The witness is qualified.
(By Mr. McAllen) Mr. Hutchison, do vou have a map
depicting tle structure of the deeper horizons in the
vicinity of the Gulf Hulda Townsend Numbher 22
Vec, siiv, I have,
and do you have that marked as an exhibit?
Yes, sir, that is marked as Fxhibit Number 7.
Will vou please explain your interpretation of that
exhibit to the examiner?
Exhibit Mumber 7 is a structure map in the Townsend-
Morrow field on the top of the Barnett Shale Sectinn;
or the bhase of the Pennsvylvanian Sand Sequence. The
contour interval on this varticular map is 190 feet,
and you can see the wells designated in yellow are wells
that are producing from the Morrow Section in the
Morrow-Tovmsend Pool, The only exception to that is
the ’lesa Mumbter 1 Skellv State in Section 14, and by the
Commission that is carried as an wndesignated “iorrow
as Pool.

There are five wells that are showing as being in
the movmsand-Morrow fiold,

The structurnss, as vou can see, we have outlinad
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e

U

there, is a Northwest-Southeast anticline, plunaing

to the llorthwest, the higher nortion being dovm in the
vicinity of Section 15, what I think was classed as the
01d& Shoeboard, 0ld bevonian, and Pennsylvanian Field,
and plunging Mortheastward to where the more recent
Morrow Gas Wells are completed. The well circled in
red there denotes Gulf's Mumher 2 Hulda Townsend, the
proposed wall to he deenened.

Do you also have an exhibit depicting a cross section
of the Pennsylvanian Section?

Yes, sir, I have. That is Exhibit “umber 2, and a
Cross Section A-A Prime is denoted on Txhihit “hwmber 7.
The well to the left on the cross section is the most
Westward well, and in Section § there, thn Advance Nil
and Gas “Tumber 2 State BTA, and it progresses throudh
the V- Petroleum Humble~Tormsend, through tho
nroposed dzeneninag of the Salf Nil “hwmber 2 Yalda
Tomsend, and dovn to the P “Tunber 3 Loa State T
located in the Southwest, Scuthwnst of Section 19,

An this cross section, we have the loga hero on o
Aatwm basis, along 2 sea level datum hasis, so it wonld
reflect structure at the too of the Strasm as we have
Aenntad on thr aross gection, ad the hntron of the
Barncott “hale, or the bhase of the Ponnsylvanian Gand

Senucncen, in ke arna,

PR —
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H NMow, referring to the Advance 0il and Gas Number 2
2 ETA State in the center column of the log, the drill
- 3 stem tests are marked and noted at the bottom of the
4 column there, and the perforations are colored in red
5 where the well is presentlv completed. 8S¢, as you can
_ %) 6 see in this particular cross section, they had gas on
2
s 7 Drill Stem Test Mumber 3, that interval was {rom 11,653
S
&N b to 722, gas surfaced in 12 minutes at the rate of 260,
N w
C .
. od 9 decreasing to 216 Mcf P.D. They recovered 270 feet of
A h I3 3
R 10 gas—cut mud. Then they had a drill stem test which
Q
E% 11 overlappned the perforated interval, an interval from
)
= - 12 11,653 to 795. The maximum gas rate on that drill stem
_— O
..... g : o -
= gz i3 tect was 14.2 Mcf P.D., and the perforations on the
; ©
w o
I 14 completion of the well, the well was perforated through
uw u
2z =
u 15 verforations from 11,770 feet to 11,78¢ feet. The well
4
o .
@ W
5a 16 was completed for a calculated onen flow of 6891 Mcf P.D.
Lo A4
oow
o e |
3 17 Now, moving eastward to the V-F Petroleum Humble
. @
- J
o ¢ . . .
2 18 Tunber 1 Townsend, our indications show there were no
M
uk
ga 19 drill stem tests in the well and that the well was
<0
i3
g 20 conpleted in the lower nortion through perforations
s
o2 21 from 11,800 to 11,810, This well had a calculated open
X
R flow of 2350 ‘lcf P.ND., and this well was complete, T
o
oFr
fg 23 think, started »orodneing, in “farch of 1273, if T am not
2 §5
. 24 mistaken,
25 | mhn nevt well s dnst the nll shouwing the total
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1 depth and where the well was originally completed on
2 the Gulf 0il Wumber 2 Mulda Townsend. A total depth
- 3 there indicates that, well, on the log there, it shows
) 4 a total depth of 10,647. I think our records indicate |
5 10,650. f
1
b - (%) 6 Now, progressing on down to the well in the
ot ;
4 et 1;
: ) 7 Southwvest, Scutnwest of Section 19, the TP 0il ‘1
L O |
o . . 1
R 7] 8 Corporation Lea J State Mumber 3, this well was drilled |
] g i
od 9 to a Devonian and the well drill stem tested one time
T )
% 10 in an interval from the hase c¢f the Wolfcamp down to the ‘
: g. i1 base of the Morrow Sequence in the interval that wo
3 - > -
' [ 12 propose to wmitize., They had a drill stem test from
o - -
. - Q =,
D o2 13 11,296 to 359, and on that narticular drill stem test
5o
> 14 they recovered 35 feet of gas-cut mud.
F
Y 15 These are the nearest wells to the pronosed
4
c?u' .
53 16 deevening. The nearest nroducer, by scaling off, is
- &
®© D -
3 17 4,000 feet Yest of the proposed location. The nearest
3
x or 18 nenctration of the section is 2,000 feet Southeast from
| 19
l w ¥
E Zo 19 the TP Well., T would likte to call note to the fact
18 .
¢ o
3% 20 that the top of the Darnett Shale Section there, and
T o
2 < 21 were the 121l, the »rdvance Nil and Gas “ell 1is
X
a ’
3 22 nerforated, where the V-F Petroleun Wlell is5 nerforated,
o~
Jw . |
o 23 And aoing over to the 0P Tan State T, notina there |
E" 24 dons not appaar to he any indicated nerosity in the
25L ceraivalont of cMarn thoy cye connloted in thet parvticular
-
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(!

A

well, we consider this a high rigk well.: hnt kn

the lenticular nature of the Morrow-Atoka Section, we

feel like for more deepening in this well, we should

evaluate our acisage due to the fact that we have a

direct West offset to it.

Mr. "Tutchison, you testified that vou thought the vV-F

Humble Well, the direct offset there in the "lest half

of the Section, went on string in March of '73. 1Is it

nossible that wes iorch of '722

March of '72, I'm sorry.

“hat is your recognition for the handling of well costs

involving non-consenting working interest ovners?

Any non-consenting working interest owner who does not

pmay his srare after 30 davs within the -comnlat

nave withheld from production his share of the

reasonable well cost, from an additional 150 rercent
TR T

thereof for the reasonabhle charage of the risk involved

in the deencninag of the well,

You testifie? a minute ajo as to vhy vou rogarded this

as a nhigh risk venture, Will vou clakorate on that

testinony adain for us?

-

¥Yes, sir, T will. "ecause the sand =ithin thoe Atnka-

“orrow Section is vorv erratic and lenticnlsr, and tha

nearast oroducoy, Bha Yo Potrelos Clarther 1 1 4 00N

foot romowed -rith onle one nroducing sand. Alan, the




- 1 ncarest penetration teo the nrornosed Gulf Mumher 2
2 fulda Townsend deenening, the T and P State J Numher
3 - _ 3 3, drilled through this section, was conly one drill
. 4 stem test, recovery of 35 feet of slightly gas mud.
¢ 5 From observing the electric logs, there appears to bhe
b -1 3 6 only one sand that might contain hvdrocarbons in the
.S 7 bhasal portion of the Pennsylvanian within this well.
- 8
: Cg 8 I think these facts, coupled with the well-known
m » -
od 9 industry knowledge of the lenticular nature of these
;2) 10 sands, make this deepening a very high risk project.
E ) = = 11 0 r. Hutchison, were Exhibits 7 and 8, testified to by
L 2
f E 3 12 you, prepared by you or under your direction and
L ] ® =,
. 2 g% 13 supervision?
: % 14 A Yes, sir, thev were.
H _
gu 15 MR, MCATLEN: I move that Txhibits 7 and 8 be
+
w . .
! 30 16 moved into evidence.
a5
i% 17 YR, STAMPTS:  Without objection, they will bhe so
g 3
} g 18 admitted.
o
59 19 MR, McALLEN: T have no more AdAirect testimony of
<32
3% 20 this witness.
e
s 2 CROSS-EXAMINATION
66 — T
qr
3 22 BY MP. STAMLTS:
o ”" -
3 . .
o i 23 N Hr. Mutchison, has thare heen any diaemssion as to ‘
: |
5— 24 whether the risy factor should apnly to the well value |
o |
25 or oaly to the actual cost involved in Arilling the
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vell deeper?

I would think the risk factor should only be incurred
as far as deepening the well, not as to the value of
the well at the present tine.

Were you present during the previous casé?

Yes,rsir, I was.

Would ycu rate the overall risk involved in this well
as greater or lesser than the well involved in the
last case. in vour opninion?

Well, T didn't have access to exhibits, I don't know
how far we were removed from other wells and so forth.
Cf course, I realize this isn't the highest risk
venture in the world in that we have a producing well
4,000 feet removed. L mean, L couldn’t sav like it was
i0 niles removed; but T do think that due to the nature
of the sands within it, any time vou driil a Morrow
Well with a well 2,000 feet from it anpearing to he a
dry hole or with varyv little indication that it would
nroduce, then, T consider this a high risk venture.
This is a typical situation in the 'lorrow?

Yes, sir.

and the sort of thing that hamens every time vou drill
a Morrow 'Mell?

That is correct.

R, STANTS 0 iy, Uellahin, do vou have sonme

B
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questions?

CROSS5-FAAMINATION

BY MR. KELLAHIN:

Q

Mr. Hutchison, I would like to have you clarify something
for me. I'm not sure I understand the correlation on
this TP lea State T Tumber 2. Your testimony with
regard to your basis of your opinion on the risk was
based in part upon this driil stem test tnac’'s labeled
as umber 47?

Yes., sir.

Howr does that correlate with the open interval in the
V-F Petroleun 'ell?

I didn't say that it did. See, I indicated that at that
int2rval where thev drill stem tested would be in the

interval that we are »nronosir * "mitize in the

ceepening of the 61 F Hulda Townsend Mumhr 2, See,
the pronors is from the base of the "lolfcamp down to

anything in the Pennsvlvanian Section encountared would
Ho inclurled in the pronosed ymitization,
TE's not, then, ecuivalent to the vroducing intervals

in the other two wells?

TF vt will nots on this Jeoag hare, riaght above vour
Al T

njiel At the ton nf the Tarnett, in thias tho 2one that

vou fenl tn o nroductive of hydrocarheng?

e s s TR ¢ it i 5
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o

T would say that zone has the best chance of producing.
Would you pick that interval for me, please?

The interval looks like it's ahout 11,738 to 58, that's
a gross interval.

ifas that interval ever bheen tested, to your knowledge?
No, sir, it has not.

Would you consider it “Morrow in age?

ell, the Commission considers this as being -- they
call it the Towvnsend-lMcrrnw Pool. Speaking of a certain

arnloaist and so forth, now, I've noticed on some

C
s

V-. cards and so forth they consider it as Atcka.

I would say that our general bhelief is that actually
there isn't actually Morrow deposition this high on

the ctructure and T wontd cav, reallv -- and vou noticed
I didn't make anv ‘lorrow calls on this section. Ve
feel that probhably it may he Atoka in age, but the
Commission has so designated it as “Morrow.

And it is the same interval that is open in these other
two intervals?

Unat interval?

Same age?

Same age, T Adon't think it's the same intervals.

T do not think that it falls in the same stratographic

ot

nosition as vhnse in the oroducing «wolls +o the .,

nuat in the same period of Pannsylvanian ange,
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ased upon Your analysis of this, refresh my memory,

what was your recommendation as to risk factor?

I would 1like to refer you to Exhihit 4-J, it's letter
from r, E. Griffith to y-p Petroleum. "In the event
You are not interesteq in joining the communitization
2f tle East half of Section 9, Dlease consider thig as
a final invitation as we expect to request a hearing
October 3, 1973, to consicder force Pooling and proceeqd
with a cost plus‘}OO percent Penaley "

T T T e -

Now, My, Mutchison, this lettey Was written on the

24th of August, 1973, Has the rigk factor of 199 rercant

increased Since then to now?
N0, it has not,.
MR, KELLAMTIN. Mo further fuestions,
MR, STAETS:  Te there are no further Questions, l
the witness May he excused, |
|
MR, STAuReg . Do vou 1 ave anything further te |
Dresaent? }
|
IR. Meary,rr. Yo, T have ne furthar testimonvy,
MRL STAMTEmG ., M, ¥21lahin, o you have a Withags
At this time?

M, VELLAT . Yos, sir,

Lo L. PIrrysynen

NLS5S, Baving tiaap i ray Ay qenrn reeording goea 1A,
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upon his oath testified as follows:

BY

DIPRCT FXAMINATION

MR, XELLAITIN :

0

-

A

3y

4

Would you please state your name, by whom vou are
employed, and in what capacity?
I'm J. M. Pullwinder, Vice President of V-F Petroleun,

Inc., Midland, Texas.

Mr. Fullwinder, have vyou vreviously testified hefore this
Commission?

Yes, sir.

YYhat is your educational hackground?

Graduated from Southern Methodist University in
accounting and law, minor in geology.

"That ewperience have vou had in Lea County, ew Mexico?
Imasings and seismnographic and drilling production over

-

he nast 15 or 20 vaars off and on, with various

ot

comnanies.

Toulad vou please rofer to hnnlicant's Txhihit lumher 1

and locate on that rlat thoe narticular «wrlls that V-F

Potrolow Company has in the area?

b > 3 P b1 - -
o hawve ~cither Arilled curnselves, decnened, or

narticinestoAd in; ab, in all eascs, wo have heen the

nrocenitoy af all dhe Jrilline and cnare latinon sotivition

S

Tor THue on2ls, "hoy oare cshewn oon this »lat in “rction
ﬁl VT by Y Ut A Tanrmenn TTA Y e a1 e U ey

—
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alluded to by a location, so 1 won't ao through that
again. Section 16, the T™on Brown Humble State ™ell in
which we have an interest. Section 15, the Tom Brown
State Gas Unit ¥ell, drv hole, on the “lest half in which
we had an interest. Section 15, the vV-F Petroleum
Danglade Wumber 1, which ig a producing well, and the
Harding 0il Company Munmber 1 Tdison vhich is located in
the “orthwest quarter of Section 15, and nrojected
1,600 feet Devonian test which is now drilling. A total
of five wells, four of ther have heen completed, three
as producers, one still ¢rilling.
Are vou familiaw with the facts surrownding this casa?
Yes.

MR, KELLAUIMN: e suhmit the qualifications of the
witness,

MR, STAMDTS . They are acceptahle.
(B Mr, Zellabin) r, Tullwinder, let me direct vyour
attention to several of the Anplicant's Fxhibits., Tet
again, by referring vou to Txhibit “tumber 5, show you a
copy of Vxhihit “Tuaher 5,
T would like to have JOUr comments concerning thisg
exhibit and the facts surroundinga it
Yell, from the testinony of the orevions ritness on

hehalf o€ Anl e nja Tornoration,

thia fignea A7 e TInn
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is developed under the »rovisions of a COPAS 1968
accounting exhibit, which provide for transfer by the
operator of lease equipment to a joint account and to be
charged to the joint account by a certain class. 1In
this class, they used Class R, which is used equipment
that may he utilized for its original intention without
any refurbishing or reconstruction. The COPAS 1968
provides for a 75 percent of new to be the value
attached in a case of equipment transferred to Class B
material. That's where this figure came from, according
to the previous witness.

0f course, there is no COPAS agreement covering
this property in existence, and so this is a fictitious
valua from that standpoint. The value of the well as it é
now stands is what can vou get for it? That's the hest
way to establish value of jt. There is no question bhut
what the well with the casing does have some value to the
forece nooling and to the ntilization of the borehole.
e are not contending that at all. That we are contesting
i

is that ¢€32,710 is an inappronriate valu~, it's a

fictitious valuc, derived under an instryument that

doesn't exist,
Nur astimate of the salvaqge valvue of tho well ig
S0 090, hnt wo ava willing to settle for the ersbtimate

that was nrovided ho Anl€'s Distyiat Tand “tan My, P, 7,
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Griffith of some months ago in whish Yz guoled 518,000,
That's Applicant's Exhibit 4-F?

Yes. We think it's twice as high, but we'll accept it.
Do you have any comments with regard to Fxhibit 67

It's an A.F.®E. that's furnished by the applicant.

No comment except we did the same thing on our reentry
of the V-F Petroleum Humble Townsend, exact same thing,
except our well had been plugged and it was full of
junk and we spent $45,000 just to get into the well and
we completed the whole well for $14n,000. So, vou know,
I would home that we could do it cheaper, but if that's
their best estimate, we'd hetter not criticize it.

Mr. Kalteyer provided testimony in the form of exhibits
marked 4 in all its narts that provides a chronology of
the efforts by Gulf Nil Cornoration to obtain a
vnluntary agreement vherehy this unit could be formed,
I Qould like for vou to qgo throurh that, vour
corresnondence, ans vour raccllaction of tha avonta

as thev transnired, and tell the exanincr, hriefly,

V-7 Petrolent’s position with regard to the force
nooling and «My theyv have not voluntaril ioined,

e accent and don't ohject at all to the exnhibita, 7
think thew rathaor acenrsately noytray the writton
corroasnondencs hintunen e tren oonaniaa,

CYNIY Y e , I N vy d I
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occurred, or verhal communications, I should sav, which
has not been alluded to and T think it would he helpful
to hring it out. Uas, of course.brought this up to Gulf

as early as early as -- our first letter was

1
}

May 23, 1971.

Yes, asking for a farm out in liere, which is the time

we were putting all these together and causing all this
activity to happen at the time. Thevy were not interested
in the farm out, winich is fine, and we continued to try
to put this tract together. We had talked to Humble,
now Txxon, concerning their acreage which Gulf has
already talked about in this unit, and ilumbhle told us
that we could hawve that on a farm out and we were trying
to aget the Gulf acreage on a farm out to put this deal
together and Arill a well or navhe reenter the Gulf
Mell; so this was our idea in the first nlace, and they
said this is the case.

Mow, this went on for two and a half vears, as a
matter of fact, and we never could get any definite
statemnent out of Gulf, or thev Aidn't want to do it at
the time, thev night want to join later. So we Jdecided
on workinag on anothar tract in the area, which we Jdid;
and we have several wells that have resulted, and we
wore also crorliing on the Tlngt half of Saction 16 to cot

this Nevonian teat drilling which is now drilled hy
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a

Harding 0il Company in the Northwest auarter. Now,

at the time that Gulf actuwally came back to us with

the firm proposal for this joint overation, we were at
that time in the middle of trving to see what would
havpen on this Devonian thing, and before we had a chance
to completely evaluate the Gulf request for us to jein,
our Devonian Adenl gelled. I went to Gulf 0il

Cornoration and visited with To» Griffith, their District
vand Man. T sat down with him with a map. I said,
"T,ook, Bok, we've got a Devonian deal. We are going to
drill a diagonal offset down through the South, it's

not going to cost Sulf a nickel to get this information.”
You are referring, now, to which well?

Harding Company 'Tumher 1 Tdison, which is located in

the Horthwest cuarter of Section 15 and now drilling.
That is the status of that well?

Tt's drilling, it's around 500 feet in deonth, and Yarding
N1l Company is running it.

Then do vou expact completion on it?

It denconds on when the big rig is available. Comnletion
of that, I woul”d estimate, would o approximately 1.2

davs plus, sav, six weeks. So we are talking about
roughly 7o months, mavbe nine weebs, bhefore that ol

is completed, 2nd we snggested to Dok, iy, Griffith,
ynr sb S0l othat 1€ e ooanlad just allaw 5o bn o anead

3

—— e




y, meier & associates

dearnle

NEW MEXI1CO 87103

200 S'Mwmo BLOG.eP.O. BOX 1092ePHONE 243-6001e¢ ALBUQUERQUE,

1216 FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEw MEX!I1CO 87308

10

11

13
14
15
16
17
18
19

20

22
23

24

PAGE 3 4

]

and get that Devonian test drilled, not only would we
give him all the information from the well, but
immediately upon completion of that well we would

either join in this reentry and pay our way or we would
make them an appropriate farm out commitment. !His
response to me was, “"That sounds fine, let me +allk +o

the boys here and see what they say."

Obhviously, the answer was no to that particular situation.
“lay 1 swwraraize vour wmestimony, and am I correct in

saying that bhecause of you drilling this offset well,

you were not in a position to voluntarily join Gulf at
this point?

Tell, T wouldn't say it's exactly true. Nf cours., we

I d0in Gulf at thias noint, huot we had a working
interest in thisg Devonian and wve've oot noney riding

on that marticular thing, and we would lile to see that
Jown before we cormit or not corvait on this new location.
't tell vou Mo many times T'yvo osoaen to Sulf o and
other rmajors to ane 17 they wonld join, and thev'? say
e tio ot soncthing olse in the araa and we can't join.”
Yell, we are in tho csane situation ard all w2 vanted ig

A littls vima,  T'us qona avery thin orirh them Tosan'e i

= y

L1l ron how any bl o #!

i

S owarting neonio writh

T oeonang e, and B s e N

) Tmoan Ay etiand o bt
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A

N

go ahead.”

You then have no ohjecction to Rulf Nil Cornoration
heing operator of this particular unit?

Yo, none wvhatsoecver.

Do you have any obhjections to the compulsorv »ooling
of the unit?

T ohjert to the fact that Gulf thinks thevy can't hold

their water until we complete this Devonian: bhut, from

the legalities,; the law itself. no, T don't ohiject to it.
Do vou have any corments with igjacd to the rislh facter

based upon your experience in this area, Mr. Fullwinder
Well, ve'lve caused five wells to he drilleld, four of
vhich have been completed, three as producers and one i
a drvy hole. That certainly savs there is scme risY in
the area, indeed there is.

Uhat, in vour oninion, would he an aporopriate risk
factor to he plavyed unon in the deepening of this
particular well?

That's »retty touchv. T've nevar seen this cross
section of Sulf's antil todav, and vou've got a
ornducer on one side and wn've got another sand fromn

an clectric log that aonpears to he a notential producer
of hvidrocarbong, most 1ikelw gran, nn the other sidae

T+ is a "orvow formation, or, as we havye already heard

from "l fla gnelogiat, it Ay he a had nama, it mav he

7

?
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Atoka; that's what we call it. But, there is a risk
here, we are not trving to say there isn't. MAs to what
the risk should he, our evverience so far is in the
area it has been a 25 percent risk. In other words,
risk of éry hole. I should say somewhere between 25
and 50 percent, somewvhere, the risk of a drv hole.

MR, RELLANIN: T have nothing further on direct
examination.

MR, STAMNTS: Are there guestions of this witness?

HMR. McALLFW: VYes, I hawe some questions, Mr.
Examiner.

CROSS-TXAMINATION

BY MR, MCALLEM:

0 Mr. Fullwinder, vou said that vou went in and deepened
one of your wells in this area and it cost vou
€140,000. "Mhich well was that, sir?

A That was the V-F Pecvroleum MTumble Townsend,

N Yhere is +hat?

r Tt's located in the Yeat half of Section 9.

0 “hon Aid von underktake those deapening oporations?

A Approxinateldy the first part of 1972, 7T think, or
verhans the latter nart of 71, right in thernm,

0 UToulad vou snagast £he Aryilling costs nav have increaased

since the first of '727?

A Vog, a3, fh(“‘, sy~ hoave
e e e o e s e p— - -
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Okay. What is the cumulative production from your

V-F Humble Townsend Humher 1?

Well, Gulf savs it's one and a half hillion cubic feet,
and I'm impressed with all the research you've done,

so I am going to take that figure.

That is a direct offset well, is it not?

Yes, sir.

Might that explain to you why we are in such a hurry to

driil one in the Tast half of that section?

i}

Well, I asked that same question to cne of vour
geologists. I said, "Vhy can't you wait until we get
down on this well hefore we make this reentry?”

And he said, "We are airaid vou are Joing to drain all
the das out from under us.,” And, if we are going to
drain all the gas from under there in three or four
months, we ain't got anv hasiness spending anv money on
a reentry. So, no, T can't sece what vour huryy is.

Then did vou start Arilling vour flarding Tdison Mumber 1
there?

It was comleted actually on the Z9th -- eovcouse me, thae

I th - of Seontemhor, 1773, !

No vou remenher when von Jot A rig contract for that wnl]L
!
T ATyt mabis bla rig o anntbract, Y, CieRlloan o an T ocantt

. .- . .
ookl €0t thet, If roag made Sy Sapding 017 Comeany

Nt o~ l\’-\]]’:—‘r- “.{

e i YT in Tarvaoration, |
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But it was sometime after numerous correspondence had
changed hands bhetween Gulf and V-F with redgard to the
deepening operations in the Tast half of Section 9:

is that right?

Well, I have already stated that I have nco knowledge

of the actual rig contract, if vouv are speaking of the
drilling contract. Mow, we had a deal with Harding

0il Companv whereby they would drill that well. They
have committed to drill that well, they have naid certai
monies to guarantee the drilling of that well, long
hefore the calling of this force w»nool hearing, and T
explained all that to Gulf in great detail.

I bhelieve vou testifiaed that on May 25, 1971, you asked
Gulf for a farm out of the Fast half of Saction 9: is
that correct?

Yes, sir.

nid von enter a riqg contract sometime after ‘tay 25, 1971,

to Arill vour Harding Tdison Mumber 1 in the Morthwest
aunarter?

Wnll, as T said, sir, wve haven't entered inte a rig
centract, 1f T know what vou are talking about there.
But, ves, we nade a deoal vith Yarding to drill that
well suhaecnant to yeouesting the farm ont from Anlf,

Y{)‘ g,

Yon toatifind that nlf ig gome wav Holitically
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section. 'Mhat do you mean?

That was probably a bad term, I'm sure it didn't have
anything to do with politics in the sense of government.
The point is, when I discussed this with your District
Land #an, Mr. Griffith, who I consider to be a topnotch
o1l waiz, he indicated £n me he imderstood our situation,
that we wouldn't want L0 have two things going at the
same time, and he would speak to his pecople. That was
kind@ of his phrase, "his peonle,” and he thought it
would work out. I said, "Fine, all we are askina wvou
to do is sit still until we finish this well."

He called me later and said, "I talked to the
production geoclogical department and said 'TI want vou
to call Mr. Fullwinder.' T *hink vou will find them
racentive to this asituation.” "ut, that wasn't the
story, thev wouldn't even coonearate in any wav, shane,

or form. Mnd, the sane thing haonnaened at himblo when T

)

talked to lir. Tivelyv, the nroduction geologist, and wh
I talled to the land man ower there, Hie pame escapes
me right now, hut it's somevhere in the file, iy,
Tively said to ne, "thy, we ars not going 10 join in
that reentye 1€ oon are going to Arill a Dovonian over
, that's all wo are asiing vrou o

thaova ™ 1 a3id, "Tinen

Ao, " fee) e e mabar of 211 Fhae caree Lo o hend

SIS
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t was, "¥¢ are goinv to furce pool you anyway.”
I said, "I thought vou were going to wait." He saidqd,
"Well, it's a nolitical deal, a commitment to Gulf

had already been made, and the brass thinks we ought
to go ahead." That's why I used the pnlitical, it's

a bad word, but vou maybe understand what I mean.

Do you dispute the communication dated Auqust 19, 1973,
from Exxon to Gulf, part of our Exhibit 4, wherein
Fxxon agreed to cormit their interest to this unit?
Sir, I have no way to dispute that, I didn't wfite the
letter and I didn't reccive the letter. How should T
dispute it, 'ir. 'tcAllen?

The point is, Exxon has agreed to go along with Gulf
even though vou did have a well dxilling in the
Northwest quarter of Section 157

This particular letter wasg written prior to my
conversation with “r, Tively, and Mr. Livelv, whoe had
a very responsihle nosition over there, he's hean
proaoted since to et Aricans, indicated that, in his

osinion, that Turen rould net joln in such a thinea,

they had no idea that o were going te drill the offsor.
iorr, as Tormentioned carlicor, thay changed theiry

mind atout coing o e Tine, T oo nate, Vr. et ion,

that Tunhleta oasproval in thig letter s contingent

woor ety obtainins o s enaley ~f DA0 sayeany, TTo,




jates

assocC

dearnley, meier &

14
15
16
17
18
19
20
21 |
22
23

24

)

that's the naxim
of the State of llew yexico and this cormission and,
frankly, it qeems rather & tenuous conmiitment on my
part to think that vou could gxpect a 200 percent
penalty when you are drilling an offset.

1 believc, My rullwinder, that suhsequent conversation
with TxXxon by Gulf has corrected that 200 percent.

mhat was 2 misundcrstanding on theilr part; cost plus
100 percent cane up to ther to he 200.

T was just reading what it says here.

Mr. rullwinder. 1et me ask you this., with reqard to
our ~orrespondence here and the ris¥ factor involved 1in
this well, refer tO our letter of Octoher 5, 1072, and
T helieve that's 4-C. on the second page thereof,

will you begin reading with "some” in that last
paraqraph?

naeme 0f our infornation iq not vetb available in normal
induwstry channe ls. rar oxamDlt the V-T petynlenun
Taabher 1 nangladn ©as tnit had 2 sotential nf 15 and
1/2 Hefa ney AV wyt, 2fter weing NN o sghrean Larlel
weeks ant prﬂﬂnninq anout 5N pfa, 1t nas ﬁoolete& and
sufferced A P Arop +hat w311 not allow it boO nroduce
against 1in~ pressre. 1,3 miend rasarvOivTs, ﬂ“?ﬂfﬁnf‘Y’"

“raa tRic -~nr‘mffni";i’-ﬁ_ yor ran ERAT thig was a hiagh risk

well?

25 L_r_-_g_ﬂ_ﬂ____,___ﬂ_____ﬂ”__ﬂ_,__ﬂ.____4

an allowed penalty anders ihe rules \
. 1

L

e
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A

No, sir. It was recognition by us of what happened

to the NDanglade Gas Mmit. Tt had nothing to do with this
location.

How far is the Harding MNumher 1 to the Danglade Gas

Unit?

Looking at the map, Mr. McAllen, I would guess about

1400 feet.

What is the distance hetween-the Harding Number 1 Fdison
and Gulf's Hulda Humber 2 Tormsend?

Again,; looking at the map, it looks like three-cquarters
of a mile, mayhbe a mile, Sav a mile, three-quarters
of a mile.

Will vou tell me what the relationship is between the
Harding Tumber 1, the !larding Edison Numher 1 there
that veu are drilling in the Northwest nuarter of

15, and Gulf's pnronosed deenening operations in the
Fast half of 97

Yes, sir, T surely will, Tf von will refer to vour
'xhibit Mumber 7, von will notice the structural
confirmation of this »nroducing area prepared hy your
geological denartnent.

Roth vour nrononsed reentry and

the current drilling Tarding Mumber 1 Tdison arce located

riqnt on the structural auis of this man that your neonle
i
havae prenarnd, and cortainlv any well drilled on this ‘
|

strnectural avis ia gning to haye a aoed deal of

h——_-———
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N Md vou =aid that is not sonlicanle here, T wonder i

information for the next tract or the next two tracts

or anvthing alce., There is no guestion about chat.
0 Okay. TIf the V-F Petroleum Bumble Townsend there in

the West half, the producing well in Section 9, on that

same structural axis or approximately that same structure

A Tt is, ves, sir.

0 It is. If a well, *r. Fullwinder, can go had in a

distance of approximately 1,000 feet, that is between
your Danglade there in the Scutheast quarter of 15,
and the well you are drilling in the MNorthwest quarter
of that section, is it not also true that e well can

be bad 5,000 feet away?

A Yes, sir, it sure can,

0 From the Southeast anarter ~f 9 to the NMorth guarier of
1572

A With God, all things are possible,

MR, YMceATILEN: That's all 1 have.
MR, KELTAYTM:  Nothing on redirect, if the
examiner nlease.

CRNCC-TNAMTIATTION

) Mr. Fullwinder, T believe vou statad that Sulf'sg fiagure
of $38,79N wea bhasad on this COPAS bhook, ragnlations?

A Vns, =

[N

r
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you cculd expand on that a little bit?

The COPAS 1968 accounting exhibit is an exhihit that
is normally in the industry zattached to an overating
%s«,«.ﬂf

it between parties that plan to develop property
jointly. It is a part of an agreement that is
accepted voluntarily between the parties and it provides
for many things, one of which is the transfer of
materials and tubular goods bv the operator from cne
lease to another ané charging the joint account under
a certain schedule. Mow, mv comments were that there
npresently exists no such onerating agrzement between
Gulf and V-F Petroleun. iTherofore, no COPAS 1968
thaeroto and s the une ¢f ¢hat v come un
with some kind of figure is comnletely fictitious,

How, had ve entered into an agreement with Gulf
and agraeed to have thias, then, ves, that agreament
would he in effect and this is thy wav Sulf could
transfer this pipe, is what it anownts to, to this
nroperty. ilowever, I might add, "lr. Txaminer, that T
don't have a COPAS, hut T +hink it night bhe gJuite
inproner £95 fransfor nine in a well that has honn
submitted and thorafore is not usahle again at least
in the 9amn Foryn that ik wng Aariginalls suhmit ted in
MaArr thn torma of that agroanent . T omean, there g

Syetahly o aenme valge Bt csr b etk e ant ot neaal o
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this is talking about tubular ané material gooeds that
are transferred from operator stocks. Mow, these are
the exact words of the COPAS 1968, this is obviously

not operator stocks, this stuff is submitted in an

11,000 foot hole in the ground and you cannot get it out

of the ground, and vou can hardly call that operator

stock.

Now, I might question the propriety cf Gulf trying

to transfer that long string of casing under the

auspicaes of the COPAS account, specifically. MYow, the

transfer of the well-head and tihe itranster ol ihne

loose tubular goods that can bhe reccverad under the well,

under that exhihit, if such exhibit was in force, and

isn’t, T think would be »nroper.

You are seying this is a voluntary agreement hetween the

parties?

Which we dor’t have between us, That's 1i}

Al

v

¢ saving,
My, Txaminer, T might have an aureement with Gulf to
say that they can charae ua $27 n foob for nine they
nut in oo owell, and it's worth €29 a4 foot; but we don't
have any such agraemant,

Tould this he sinilar to the Dlue "ond that the aaed
car d2alers uase in avaluating anktomobiles?

ot renllv, iy, brcause the 2lun Bank Fluacinates with

the date and e aondition and the marvet nf o the

J—— SV
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1 automohiles whereas the COPAS agreement says Condition
2 B equipment may be transferred at 75 percent of current
- 3 new cost, whatever they may he. The Blue Book actually
4 sets a new cost, you see, so it's kind of like apples
5 and oranges.
v 6 MR. STAMETS: Any other questions of this witness?
QO
r +- »
.o 7 {No response.)
]
7] 8 MR. STAMETS: e may be excused. Do you have
72 ,
o . . .
ol 9 anything further, Mr. Xellahin?
L
. 10 MR, McALLEN: I'd like to make a statement.
ob
E_ 11 I'd like to say at the outset that communications
" > b
: > . o
c o 12 have been carried out between Mr. Fullwinder and Gulf
} . -
c s, L
% 22 13 Corporation since approximnately ™May 25, 1971. One vear
t 5
! ::o .
:e 14 later, a2 firm pronosal was made to him with regard to
23
N Y 15 pooling his interest. e told hinm immediataly thet we
37 '
x u . . - L] - A e
‘ ) 16 wrore not interested in farming out and as¥ed him to join
} os
a2 . . . . ¥ .
S 17 in the deepening operations, which he has consistently
i3
s 18 refused to do, and T wonld subnit that vhen he has a
. 3
oy .
| 59 19 diract offaei 1mll pradncing 3 nillion auhic fert of gas
33
g% 20 ner dav that a continued Jdalay on his nork ie obviously
Lo
8‘2’ 21 to hig advantace, ~nd that ia oy o are hero today,
90
EE 22 to seo to it Bhat Chat o dndantioos 1o vectifies
o *
3w
> = 23 Tr guoming his tastinone, T oeant so o seins out Ehnt
Il i N - ) - . .
>
5” 24 Tothipl oour arder rovegoat i £ o1l s 0l dnter gt
4 Yyer el e o) Cags ramer g syt o T O S RN L
23 e e . ]
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I fail to see the relevance of the facfs that he is
drilling a well in the ‘lorthwesit quartcy of Section
15, and therefore is not interested in committing his
interest. As a matter of fact, the pronosals to

commit his interest to this unit were made long before
he ever had a rig contract to drill a well in the
Morthwest quarter of Section 15. 'le contend that we
have a right to deepen our hole in the Hulda “Townsernd
Well, that it is a standard location 2310 feet from the
South liﬁe and 467 fcnt from the Tast line in Unit

I, Section @, that the 20l-acre tract controlled bhv Mr.

Fullwinder, V-F Petroleun, is the only interest that

fmete

S
not committed to this unit,

e teel 1t is nacesnary to oavoid the drilling of

unnecessary nlls and to rrotect the correlative richts
of evervoire, and in viey of the fact that he has an
opportunity to recoversy and receive his falr share of
the agas in this nrojoct, we foal that this annlication

ahanid e aranto? and we haliaygn that e shonld hno

Aesignated the onorator of this subisat well and unit.

Ve are agresanle that any non-onnsenting intarest

)

ooy ghnalAd ha affardad the amnortunity o ohjnct to

actual o1l costs o fanl), also, that the actaal wal)

-

oyt reaantod ahyoald Yo adembad A ropgonath e and

v

qenro o and Toannld o aas fhnt dn Tion of an NOC ordnss
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resulting from this hearing, Gulf is agreeahle to

actually inventorying the usable tubing and the well-head

equipment at the time of the deepeninag operations and
placing a Class B 75 percent of new value on it and the

5 and 1/2 1.0.D. casing to a denth of 15,020 feet.

6%
It is our position that the €832 per month should

he fixed as a reasonahle charge, comhined fixed rate
during the deepening and comrnletion of this well, ang
that $187 should be fixed as a reasonahle characo for
supervision of the nroducing w»ll, and in addition
thereto, the operator should he aunthorized to withhold
from profuction the proportionate share of nroduction
recquired for onerating the subhject well, not in oxcess
of vhat ig reascrarhly oattrihuted to each of the non--
censenting workinag intorest owners, And, those are
uncontested fiqures,

MR, FRLTLATTY . Tust a brief statemant, 31F the
oxaniner ersn,  Nruinusly, wo have varyv fow issuns
in which we ave al disarrenment, nost of the teostinony
with reqard to the nacoriations wirh the marties is
really irrelevant,

™ Comiasion hac seen from bhe Foatimony bhar
v ara anahle to Agqree, e aro againe ta have ta Sarven
Dol T Mavye an nestion in ane woinad fhat Tal 0 §a
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certify tha

a competent operator. 110 ohiect to very few things.

One is the 75 percent of the new value used on the

equipment in the hole: that's a noint in issue. another

point in jssue is the risk factor toO ve charqged

aqgainst ary non—consentinq participant, and I think

those are the only real issues yolu would have to decicde,

and we sunmit the evidence as presented.
MR. STAMETS: 1f there is nothing further in this

case, We will take it under advisement.
*****
1, JOHN p¥ TA TOEN, A court Reporter. in and fov

county of pernalillo. state of Hew ‘texico, do herehy

afore the e lexico nil Conservation Ccommission was

reported hy me;

record of the sald proceodinq% to ™

and that rhe samne is a true and correct

e hest of N vaowrleddge,

4

skill and abhility.
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Direct Fxamination hy “Mr. McAllen
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Cross-Examination by Mr., ¥Wellahin
J. . FULLVINDER
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LEwWIS p, BURLEsON JACK HUFF

BURLESON g HUFF

o PROPERTIES
BQX 2479 . PHONE 683.272>
MIDLAND, TEXAS 79701

- August 6, 197¢
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~ e
Ve 4
i
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o
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VT ey !
Mr. Dan Nutter 3wnfa?VC°dw_
Chief Engineer ot
New Mexico 0i1 Conservation Commission
P. 0. Box 2088
Santa re, New Mexico R7501

gyt

Dear Dan:

Enclosed ig transcript of hearing in Case No. 51092 which you
sent to me. Thank youy very much for Toaning this to me. It
wWas very helpfy] in getting & settlement of our differences.

Sincere]y yours,
BURLESQM ¢ HUFF
Jack Huff

? JH/sw

Enc:
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OlIL CONSERVATION COMMISSION
F. O. BOX 2088

SANTA FE, NEW MEXICO 87501

February 11, 1974

Gulf 0il Company
P. O. Drawer 1150
Midland, Texas 79701

Attention: Mr. J. L. Pike

Re: Case No. 5092, Order No.
R~-4669

Dear Mr. Pike:

Referring to your letter of February 5, 1974, the com-
mencement of operations on the Hulda Townsend Well Ro. 2,
tnit I, Section 9, Township 16 South, Range 35 East, by a
well servicing unit cn or before February 15, 1974, will
satisfy the initial activity requirements of the subject
Commission Order.

Please note the further reguirement cof the ordar
that “"should said well not be drilled to completioh, or
abandonment, within 120 days after commencement thereof,"
the operator, Gulf 0il Company, will be required to appear
ana show cause why the compulscry pooling order should not
be rescinded.

Very truly vours,

A, L. PORTER, Jr.
Secraetary-Director

ALP/RLS/dr
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Gl @il Companyy =U.S.

FPRODUCTION DEPARTMENT
MIDLAND DISTRICT
February 5,1974

W. B. Hopkins

.

RISTRICT PROCUCTION MANAGER

DISTRICT OPERATIONS MANAGER

M. 8. Moseley

A

J.

DISTRICT SERVICES MAMAGER

J. Evans, Jr.

DISTRICT ENVIRCNMENTFAL & SAFETY MANAGER
C. Howard

OISTRICT EMPLOYEZ RELATIONS MANAGER

Mr. A. L. Porter

New Mexico 0il Conservation Commission
P. 0. Box 2088
Santa Fe, New Mexico 87501

Re: Case No. 5092
Qrder No. R-4669

Dear Mr. Porter:

On Nevember 16, 1273, ihe Commission in the above case ordered the
pooling of the E/2 of Section 9,T16-8, R-35E MMM  Townsend-Morrow Gas

Pool, Lea County with a 320 acre proration unit to be dedicated to

Gulf 0il Corporation's Hulda Townsend Well No. 2 located in Unit I. The
order further provided that Gulf shall commence the deepening of said
well on or before the 15th day of February 1974.

Due to the acute shortage of drilling rigs, we have been unzablc (5
obtain a firm commitment for a drilling rig suitable for deepening this
well before February 15, 1974, We do, however, have a firm commitment
for one near the end of Februury. We do pian to move in a well servic-
1ag unit prior to February 15 to cement squeeze the present perfora-
tions prepa~~tory to actual deepening operations, There may be some

lapse in time, however, in well work between using the service uni* and
the drilling rig.

We believe that the above plan conforms to the intent of the 0il
Conservation Commission's Order No. R-4669, Case No. 5092,

Gulf 0il Corporation respectfully requests that the Commission
advise by letter of your approval of this plan or in the alternative
extend the compliance date for commeucement of deepening of the Hulda
Townsend Well Wo., 2 to March 15, 1974,

Yours very truly,

, J. L. PIRE ¢

ort; a1 ey L fZ LA

W

cc: Exxon Company - U.S.A,
V-F Petroleum Inc.

LTIREDRATION

/20 duy S

P. Q. Drawer 1150
Midiand, Texas 79701
L. Pike




L CONSERVATION COMMISSION
P. O. BOX 2088
SANTA FE, NEW MEXICO 87501

Pebruary 5, 1974

W. Thomas Kellahin, Esq.
P. O. Box 1769
Santa Fe, New Mexicoc 87501

Ra: Commission Case No. R-5092
Ordexr No. F—-4669

Dear Tom:

Your letter of January 14, 1974, concerning amendment of
Ordar No. R-4469 hag been referred tc me for rasponse.

In my opinion, this is not a proper situation for a nunc
pre tunc since there appears to be nothing in the record to
support changing the risk factor from 150% to 1008%.

This case file includes copies of letters from you for
V-F Petroleum and Daniel W. McAllen for Gulf which note the
agreemant between the parties and request this amendment.
Even after the 0il Conservation Comuission hag established
a risk factor in a Commission order, I believe the partiecs
may agree between themselves to a different figure. Should
a dispute arise at a later date as to the risk factor, the
parties may enforce their agreement.

It is, therefore, our intention to not issue a nurc pro
tunc in this case. If you have any questions, please let mwe
know.

Very truly yours,

WILI.IAM £, CARR
Generl Counsel

WFC/dr

cc: Daniel W. McAllen IIX
P. O. Box 1150
Midland, Texas 79701




A BIVI=ION OF GULF OIL CORPORATICN
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GQuilf ©il Company =U.S. ,£
PRODUCTION DEPARTMENT ?
MIDLAND DISTRICT f

DISTRICT PROGUCTION MANAGER January 2, 1974 i P O. Drawer 1150
J. L. Pire Midiand, Texas 79709
DISTRICT OPERATIONS MANAGER
M. B. Moseley
DISTRICT SERVICES MANAGER
A.J. Evans, Jr.
OISTRICT ENVIRONMENTAL & SAFETY MANAGER
J. C. Howard
DISTRICT EMPLOYEE RELATIONS MANAGER

A. L. Porter, Jr.

New Mexico 0il Conservation Commission
P, 0. Box 2088

Santa Fe, New Mexico 87501

Re: Case Nc. 5052, Order No. R-4669
E/2, Section §, T-103, R-35E,
Townsend Morrow Gas Pool
lea County, New Mexico

Gentlemen:

Under the above referenced case, the 0il Conservation Commission directed "that
after thce cffective date of this order and within 30 days prior to commencing
said well, the operator shall furnish the Commission and each working interest
owner in the subject unit an itemized schedule of estimated well cost, and an
itemized schedule of the used value, independently determined by third party,
all of salvageable surface and subsurface equipment and casing extant which are
in the subject well which is to be utilized in the completion of the well as a
Morrow Gas Producer',

Transmitted herewith is: 1) An updated itemized schedule of estimated well cost
for deepening the subject well and, 2) An itemized schedule from the Bovaird
Supply Company of the used value on all salvageable surface and subsurface equip-
ment and casing extant in the subject well down to the top of present perforations
in the 5-1/2% casing at 10,220' which is to be used in the completion of the well
as a Morrow gas producer,

For your convenience, tabulated below is the extension of the per unit value of
the used equipment to be utilized in completion of this well which amounts to a
total used value of $38,515.12,




P

3

A. L. Porter, Jr.
January 2, 1974

Page 2
9,500 2-3/8" OD 4.70# J-55 EUE 8=-RT Tubing $ .86/ft.
15' 5-1/2" OD 20# N-80 8=RT Casing 3.78/ft.
4,406 5-1/2" OD 17# N~80 8-RT Casing 3.15/f¢.
2,492  5-1/2" OD 17# J-55 8-RT Casing 2,70/ ft.
3,306' 5-1/2% OD 15.50# J-55 8-RT Casing 2,52/ft.
RE
1 Well head consisting of: 13-3/8" OD 8-RT
x 8-5/8" x 5-1/2" National Type B Series
500 well neau, with 8=>/8% x 5=1/2% slips
with 1-2" #3607-X Crane gate valve and
1-2" #2344 Nordstrom plug valve; with
Series %00~700 Netional Type E tubing head
complete with studs, nuts and ring gaskets
TOTAL
Yours v, truly,
J. L, PIKE
CFK: jm
Attachment

cc: Exxon Company = U.S.A,
Attn: .Tohn K. Folks

P.

0. Box 1600

Midland, Texas 79701

V=F Petroleum Inc.
1212 vaughn Building
Midland, Texas 79701

$ 8,170.00
56.70
13,878.90
6, 728,40
8,331.12
37,165.12




December 26, 1973

Mr. C. F. Kalteyer

P Gulf Oil Company - U.5.
' ; Post Office Box 1150
Midland, Texas
Dear Sir:
The Bovaird Supply Company is pleased to submit the salvage appraisal
values to the following equipment:
9,500 23/ ar OD 4.70% J-55 EUE 8-RT Tubing $ .86/ft
: 150 5-1/2" 0D 50#% N-80 8-RT Casing $ 3.78/f¢
. L 4,406  5-1/2" OD 17# N-80 8-RT Casing $ 3.15/ft
’ o 2,492' 5.1/2" OD 17# J-55 8-RT Casing $ 2.70/ft
3,3060 5 1/2v OD 15.50#% 1-55 8-RT Casing $ 2.52/ft
1 Well head consisting 0f! 13-3/8" OD 8-RT X
| 3-5/8" x 5%" National type B Series 900 well
| head, with g-5/8" x 5%" slips with 1-2" #3607-X
Crane gate valve and 1-2" #2344 Nordstror? plug
: valve; with Series 600-900 National type E tubing
head, complete with studs, auts and ring gaskets. $1,350.00
saction.

|
Please accept

cc: Mr,

Gulf Oil Company = U.S.
P, O. Box 670
Hobbs, New Mexico

jc

our apology for the delay in handling this tran

Yours very truly,
I <37 ¢ 27 ,/7
%, J FT 5 et
Jerry W. McLelland. Coordinator
Used Equipraent

K. J. Breazeale



GULF_OIL COMPANY - U. S.

AREA HObbs

DRILL & COMP

LOCATED

1ETE Hulda Townsend No. 2 — LEEPEN 1250t

DATE

12-12-73

2310t FSL and 660! FEL Section 9-165-35E, Lea County, N.M.

INTANGIBLE

ELEMENT ITEM

101
102
i03

104

105
111 - 106
106
107
108
109
110
11
111
111
122
123

164
252

124

125
111 - 126
126
127
128
123
130
13
192
193
1¢5
196
128

Location & Access
Rig Contract ,
Rig Contract - Footage -
'@ __per ft.

Rig Contract ~ Day Work day

33 days @ $_ 1800.00
Rig Contract - Rig Up & Down
Fuel (Gas)
Drilling Fluids
Rentals -~ Equipment & Toocls
Cement & Cementing Service
Logging, Perforating & Testing
Formation Treating

per fxx

‘Miscellaneous Items

Bits & Reawmers

Water Well, Tay Water Lines, etec.

Rig Contract ’

Rig Contract -~ Footage
'@s$

Rig Contract - Day Work

— 7 days @9 500,00 Per &hi day

Rig Contract = Rig Up & Down

Fuel (Gas) )

Drilling & Fluids

Rentals - Equipment & Tools

Cement & Cementing Service

Logging, Perforating & Testing

Formation Treating

Miscellaneous ltems

Allocation of FOE - Other

Billings to Outsiders

Billings from Outsiders

Tangible Material for Temp. Use

Transfer between AFEs

per ft.

Miscellaneous-COPAS 1908 Accounting
Procedure drilling well
rate @ $1639/ro,

TOTAL INTANGIBLE DRILLING COSTS

GRAND TOTAL INTANGIBLE DRILLING COSTS

DRILL

COMPLETE

EXPENDED

OVER/
UNDER

2,000

59,400

15,000

8,000

12,100

2,200

%,,000

1,800

116,230 14

403

830

- 131,060




TANGIBLE PRODUCING EQUIPMENT

Page 2 - Hulda Townsend No., 2-dril)l deeper

ESTIMATED COSTS

- ouen /
ELRCVT ITEM DRI1LL COMPLETE EXPENDED UNDER
21X Casing
: Surface ' of "
Intermediate ' of "
22X Casing (Oil String)
1900 ' of __ 4 " @ $3.10/f¢ 2,900
23X Other Subsurface Prod. Eqpt. 1,350
Tubing 2300 'of 2-3/8 " 2.650
24X Subsurface Artificial Lift Eqpt. -

25X Surface Producing Equipment

26X Christmas Tree 2.000
Miscellaneous
TOTAL TANGIBLE FRODUCING EQUIPT. 11,940

INTANGIBLE COSTS CAPITALIZED

27X Billing to Outsiders

28X Billings from Outsiders

29X Misc'l. Items, Transfers &
Other Expense

TOTAL INTANGIBLE & TANGIBLE COSTS

CAPITALIZED
TOTAL ESTIMATE 116,230 26,770
GRAND TOTAL . $143,000

AREA PRODUCTION MANAGER ™

APPROVED:

BY

DATE
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L AW OEPARTMENT
Daniet W sacaten il p. O. Box 1150
ATTORNEY January 10, 1974 sigland, Texas 79701
Mr. J. M. Fullinwider IR 3\“\
y - F Petroleum, Inc. BEIRY
1212 Vaughn Building Hil
Midland, Texas 79701 AV )
ey ;}{!}fzi‘:{;({ coN i
Re:  New Mexico oil Cé?x‘keri’ra'tmc&ymmlssion
Case No, 5092, Order No. R-4662
ation for CompulsstY Pooling

Application of Gulf Oil Corpor
E/2, Section 9, T-16-5, ®-35-E,
Townsend Morrow Gas Pool L.ea

County, New Mexico

n Guif Oil Corporation

Dear Mr. Fullinwider:
4 to accept 2 T'€”

ttiement betwee

negotiated se
—-he Gulf has agree

This will confirm the
and V-F Petroleum in the captioned case wher &5y
o foom 150% to 100% for all non-consenting working interest
-nd tangible values in re-

imated cosis 22S 2 7S
igs fie appiicaticn

risk faciot
V-¥'s promise to disuisss

owners that do not paYy their share of est
completing the well in consideration for

for a hearing de novo.
Oil Corporation

gard this ietter 22 authority from Gulf
ico Oil Conservation Commission {0 amecnd 8 Order
our agreement.

You may re

st the New Mex

to reque
to the terms of

R-4669 tO conform

Very trtly yours,

ahin

v, Thomas Kell
¥ rancisce St

54-1/2 East San
p. O. BOX 1768
santa Fe, N. M,

cc:

37501

GunF Ot conDﬁnAYv(;-.
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KELLAHIN AND FOX

ATTORNEYS AT LAW
500 DON GASPAR AVENUE
POST OFFICE BOX 1769

JASON W.KELLAHIN Pl : ;
ROBERT E.FOX SANTA FFE, NEW MEXICO 87501 . RS S
AT k TELEPHONE 9824315

W.THOMAS KELLAHIN N
Januvary 14, 1974

S “\AREA'CODE 505

Mr. A. L. Porter
New Mexico 9il Conservation Commission

P. O. Box 2008
Santa Fe, New Mexico 87501

Rae: Commission Case No. 5092
Order No. R-4669

Dear Mr. Porter:

On December 14, 1973, V-F Petroleum filed an applica-~
tion fur a hearing de novo in the above referenced case
which was an application by Gulf Oil Company for compulsory

pooling.

As indicated in the Gulf 0Oil Company letter of January
10, 1974, a copy of which is enclosed, Gulf and V-F Petroleum
have entered into an agreement whereby Gulf accepted a re-
dnction in the risk factor from 150% to 100% in return for
V-F Petroleum's promise to dismiss its hearing de novo
application.

On behalf of V-F Petroleum, I am withdrawing their applica-
tion for a hearing de novo.

I would appreciate the Commission amending its order
R-4669 to conform to the terms of the V-F Petroleum-Gulf agree-

ment, —
Very truly yours,
'
\( (P
W. Thomas Kellahin
WTK : ks
Enclosure

cc: V-F Petroleum
Gulf 0il Company




GOVERKOR

e BRUCE KING
O1IL LU SERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO LAND COMMISSIONER
ALEX ). ARMUO
MEMBER

A
A3s = T—

A.L PORTER.JR.
SECRETARY - DIRECTOR

Mr. Dan McAllen
Gulf Oil Corporation
Post Office Box 1150
Midland, Texas

pear Sir:

Enclosed her
commigsion OX

ALP/irx

copy of ord

X

ewith are twe copies of
der recently entered i

November 16, 1973

Ra: Case No. 5092
Order NO. R-4669
Applicant:

Gul< Oil Corporation

the above-referenced
n the subject case.

A. L. PORTER, Jr.
Secretary-Director il

er also gent to:

Hobbs OCC

Artesia OCC

JE—
Aztec 0OCC
e —

Mr. Tom Kellahin

other
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

© IN TUE HMATTER OF THE HEARING

" CALLED BY THE OII, CONSERVATIOL
- COMMISSION OF NEW MEXICO FOR

- THE PURPOSE OF CONSIDERING:

—— - -

TALE WO, U5«

Oxder Wo. R-4669

- -—-

| APPLICATION OF GULF OIL CORPORATICH
CCLING, LEA LUUNL;,

3
TRAR ANMDITI . OANY nAan
pASR St e et T oA -

- NEW MEXICO.

ORDER OF THE COMMISSION

- BY THE COMMISSION:

; This cause came on for hearing at 9 a.m. on October 31, 1973,
f at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

, NOW, on this 16th day of November, 1973, the Commission,

i a quorum being present, having considered the testimony, the
,record, and the recormmendations of the Examiner, and being fully
:advised in the premises,

; FINDS:
i (1) That due public notice having been given as required by

1aw, the Commission has jurisdiction of this cause and the oﬂDjGC»i
.matter thereof.

, (2) That the applicant, Gulf 0Oil Corporation, seeks an order
.pooling all mineral interests from the base of the Wolfcamp
;formation to the base of the Morrow formation underlying the
“B/2 of Section 9, Township 16 South, Range 35 East, NMPM,
“Towngend-Morrow Gas Pool, Lea County, New Mexico.

H {(3) That the akowve-dosceribed acizayge is to be dedicated to

}aoplicant 8 Hulda Townsend Well No. 2 located in Unit I of said
‘Section 9 which is to be deepened to test the Morrow formation.

(4} That there are interest owners in the proposed proration
unit who have not agraeaed to pool their interests,

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to affoxrd to the owner of eacn
interest in sald unit the opportunity to recover or receive
without unnecessary expense hils just and fairx share of the gas
in gaid pool, the subject application shouvld be approved by
pooling all mineval interasts, whatever thaey may be, wvithin said
unit.

LR - g . A M oy e . PR P - ya
{6}  That tha applicani s5hovida be demignacea thoe oneraice of

AUy
the subject well and unit
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Case No. 5092
Order No. R-4669

(7) That the used value «f all salvageable surface and
subsurface equipment and casing extant at or in the subject
well, which is utilized in the completion of the well as a

ul

L Morrow oagaa n—nAu‘.e:’ shoi .

gaa produc d be independantly determined by
" a third party.

{8) That any non-consenting working interest owner should

o he affordad the opportuniily ©o pay his share of estimated well
- recompletion costs and his share of casing and equipment value,
- as deternined under Finding No. (7) above, to the cperator in
lieu of paying his share of reascnable recompletion costs and
tangible values out of production.

{9) That any non-consenting working interest owner that
"does not pay his share of estimated well recompletion costs

" and tangible values should have withheld from production his
share of the reasonable well recompletion costs plus an addi-

i tional 150 percent thereof as & reasonable charge for the risk

- involved in the drilling of the well and his share of the

i tangible values as determined in accordance with Finding No. (7)
" ahove.

‘ (16) That any non-consanting interest owner should be
"afforded the oppurtunity to object to the actual well recomple-
_tion costs and casinag and emirment valus Lut that actual well
reconpletion costs and tangible valuss should be adopted as
'the reasonable well costs and values in the aksence of such
objection.

{(11) That following Adetermination of reasonable wall recomple-
tion costs and tangible values, any non-consenting working
interest owner that has paid his share of estimated costs and
tangible values should pay to the operator any amount that
_reasonable well recompletion costs and tangible values exceed
regtimated wall costs Gl values and should receive from the
operator any amount that paid estimated well costs exceed
reasonable well costs and values.

(12} That $182.00 per month should he fixed as a reasorable
charge for supervision {cmmbined Tixed rates); that the
oparaktor should be anthorized to withhold from production the
proportionate share of such supervision charge attributable to
each non-consenting working interest, and in addition thereto,
the operator should be auathorized to witbhold from production
the proportionate share of actual expenditures required for
operating the gsubject well, not in excess of what are veagonabie,
attributainlas to coch non-consenting workdag incerest.

{13} That all proceeds from nroduction from the subjout well
wnich are not disbursed for any reason should be placea in
escrow to be paid to the true owacr thereof upon demand and
procf of ownership.
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Case No. 5092
Order No. R-4669%

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

~unit to commence deepening of the well to which said unit is
" dedicated on or before February 15, 1974, the order pooling
‘fsai& unit should become nuli and void and of no effect whatsoaver..

IT IS THEREFORE ORDERED:

(1) That all mineral interest, whatever they may be, from the
base of the Wolfcamp formation to the base of the Morrow forma-
tion underlying the E/2 of Section 9, Township 16 South, Range
35 East, NMPM, Townsend-Morrow Gas Pool, Lea County, New Mexico,

“are hereby pooled to form a standard 320 acre gas spacing and
.proration unit to be dedicated to applicant‘s Hulda Townsend
.Well No. 2 located in Unit I of said Section 9.

PROVIDED HOWEVER, that the operator of said unit shall
commence the deenening of sald well on or before the 15th day

~of February, 1974, and shall thereafter continue the drilling
of said well with due diligence to a depth sufficient to test

.the Morrocw f¥cormation;

A e v~ > e T over

PRCVIDED FURTIIER, that in thie event said operator does not

' commence the deepening of said well on or before the 15th dav
'of February, 1974, Order (1) of this order shall be null and
‘void and of no effect whatsoever;

PROVIDED FURTHER, that should said well not bhe adrilled to

oomnlatian. or abhandonment . within 120 davs after commenc:ment
‘thereof, said operator shall appear before the Commission and

Y

‘show cause why Oider (i) of this order should not be rescindeqd.

(2) That Gulf 0il Corporation is hereby designated the

operator of the subject well and unit.

{3) “hac atter the efrective date or this order and witnin
30 days prior to commencing said well, the operator shall furnish
the Commission and ecach known working interest owner in the sub-
ject unit an itemized schedule of estimated well costs, and an
itemized schedule of the usaed vaiue, independently determined by
a third partv, of all salvageable surface and supsurface equip-
ment and casing extant at or in the subject well which is to be
utilized in the completion of the well as a HMorrow gas producer.

{4) 7what within 30 days from the date the schedule oOf
petimated well costs, recoapletion costs and tangible egquipnent
value iz furnishad to him, any non-corsoniing worklng interest
owner shall have the right to pay his shave off sadd ostlmated
well costs and tanclble values to the operator in lieu o¥f paving
nis share of veasonable well yraconpletion costs and tangibiio
eguiprent valae oul of production, and thrat any such Gwinexr who
pava his share of estinated well costs and tangible values ag
provided atove shall ronain liable for overating costs but sholl
not be liable for riazk chavgeoes.
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; (5) That the operator shall furnisih the Commission and each
-known working interest owner an itemized schedule of actual well
recompletion costs and salvageable tungible eqguipment value
‘within 90 days following completion of the well; that if no

[ . obiection to the actual well costs and values is received by

' the Commission and the Cormission has not objected within 45

days following raceipt of said schedule, the actual well costs
.and values shall be the reasonable well costs and values;

. provided however, that if there is an objection to actual well
'costs and values within said 45-day period the Commission will
 determine reasonable well costs and values after public notice
and hearing.

(6) That within 697 days following determination of reason-
~able well costs and values, any non-consenting working interest
-owner that has paid his share of estimated costs and values in
" advance as provided above shall pay to the operator his pro rata
"share of the amount that reasonable well costs and values exceed
‘estimated well costs and values and shall receive from the
'operator his pro rata share of the amount that estimated well
r _ - icosts and values exceed reasonable well costs.

: (7) That the operator is hereby authorized to wichhold
the following costs and charges from production:

(A) The pro rata share of reasonable well costs and
. salvageable tangible equipment values attributable
g to each non-censenting working interest owner who
E , has not paid his share of estimated well costs
and values within 30 days from the date ihe
schedule of astimated well costs and itemized
well equipment and casing values schedule are
furnished to him.

(B) As a charge for tha xrisk invc ed in the
recompletion of the well, 159 percent of the
‘ pro rata share of rzasonable well recompletion
! costs attributable to each non-consenting
working interest owner who has not paid his
share of estimated well costs and salvageable
tangible squipment values within 30 days from
i tha date the schedule of estimated well costs
| is furnished to hirn,

i (8) That the operator shall Sigiyibuls sald cosis and
‘ charges withheld from production to the partisgs who advancad
| the well costs.

! (9) That ¢1382.00 poar month is hereby fixed as a reasonable
charge for suvervision {conbined fixzed vates); that the operator
is hWereby authorized bo withhold Ivom vroductlion the proportionate
share of such supervision charge attributable to each non-consenting
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jworking interest, and in adéition thereto, the operator is
‘hersby aunthorized to withhmnld from production the proportionate

share of actual expenditures required for operating such well,

.not in excess of what are reasonable, attributable to each non-

' consenting working intersst.

(10) That any unsavered mineral intereat shall be considered

a seven~eighths (7/8) working interest and a one-eighth (1/8)
- royalty interest for the purpcsse of allocating costs and charges

‘under the terms of this order.

(11) That any well costs or charges which are to be paid

éout of production shall be withheld only from the working

"interests share of production, and no costs or charges shall

ﬁbe withheld from production attributable to royalty interests.

(12) That all proceeds from production from the subject well

gwhich are not disbursed for anv reason shall be placed in escrow
“in Lea County, Wew Mexico, to be paid to the true owner thereof
‘upon demand and proof of ownership; that the operator shall

A otify the Commission of the name and address of said escrow
ragent within 90 days from the date of this order.

{(12) That jurisdiction of this cause is retained for the

fentry of such further orders as the Commissgsion may <¢eem necessary.

DONE at Santa Fe, New Mexico, or the day and vear hereinabove

idesignated.

i

STATE OF NEW MEXICO
OoTL CONPERVATION COMMISSION

e
e /C.—-/ . -&—\fh-*'v'b a

I/’R TRUJILLO, Chairman

RMIJO, Momber




Docket No. 31-73

DOCKET: EXAMINER HEARING - WEDNESDAY - OCTOBER 31, 1973

9 A.M. -~ OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFIiCE BUTLDINC - SANTA FE. NEW MEXICO

The following cases will be heard before Richard L. Stamets, kExaminer, or Daniel S.
Nutter, Alternate Examiner:

CASE 5076: (Continued from the October 17, 1973, Examiner Hearing)

Application of David Fasken for an unorthodox gas well location, Eddy
County, New Mexico. Applicant, in the above~styled cause, seeks
authority to drill a well at an unorthodox lccation 1980 feet from
the North line and 660 feet from the West line of Section 7, Township
18 South, Range 26 East, West Atoka-Morrow Gas Pool, Eddy County,

New Mexico, the N/2 of said Section 7 to be dedicated to the well.

CASE 5086: Application of Skelly 0il Company for a unit agreement, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks approval for
the Myers Langlie-Mattix Unit Area comprising 9924 acres, more or less,
of Federal, State, and Fee lands in Townships 23 and 24 South, Ranges
36 and 37 East, Lea County, New Mexico.

CASE 5087: Application of Skelly 0il Company for a waterflood project, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks authority to
institute a waterflood project in its Myers Langlie-Mattix Unit Ares,
Langlie~Mattix Pool, Lea County, New Mexico, by the injection of
water into the Queen formation through 84 injection wells in said
unit area.

CASE 5088: Application of Amini 01l Company for compulsory pooling, Lea County, New
Mexico. Applicant, in the above~styled cause, seeks an order pooling
all mineral interests from the surface of the ground down to and
including the Pennsylvanian formation underlying the S/2 of Section
32, Township 20 Souih, Range 32 East, South Salt Lake-Morrow Gas Pool,
Lea County, New Mexico, to be dedicated to a well to be drilled at a
standard location in Unit N of said Section 32. Also to be considered
will be the cost of drilling and completing said well and the allocation
of such costs, as well as actual operating costs and charges for super-
vision. Also to be considered 1s the designation of applicant as
operator of the well and a charge for risk involved in drilling said
well,

CASE 5089: (This case will be dismissed)

Application of Coquina 0il Corporation for an unorthodox oil well loca-
tion, Lea County, New Mexico. Applicant, in the above-styled cause,
seeks authority to drill its proposed Citles Service State Well KHo. 3,
at an unorthcdex iocation 1325 feet from the South line and 660 feet
from the East line of Section 27, Township 14 South, Range 34 East,
High Plains-Pennsylvanian Pool, Lea County, New Mexico.



Examiner Hearing - Wednesday - October 31, 1973 Docket No. 31-73

CASE 5090:

CASE 5091:

CASE 5092:

CASE 5093:

CASE_5094:

CASE 5095:

2 N

-~

Application of Atlantic Richfield Company for lease commingling, Lea
County, New Mexico. Applicant, in the above~ctyled cause, seeks an
exception to Commission Rule 309-A to permit the commingling of
unitized and non-unitized production within applicant's Seven Rivers-
Queen Unit Area, Langlie-Mattix Pool, Lea County, New Mexico.

Application of Superior 0il Company for compulsory pooling, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks an order pooling
all mineral interests urnderlying the E/2 of Section 2, Township 18
South, Range 25 East, West Atoka-Morrow Gas Pool, Eddy County, New
Mexico, to be dedicated to a well presently being drilled at a point
2080 feet from the South line and 660 feei from the East line of said
Section 2. Also to be considered will be the cost of drilling and
completing said well and the allocation of such costs, as well as actual
operating costs and charges for supervision. Also to be comsidered is
the designation of applicant as operator of the well and a charge for
risk involved in drilling said well.

Application of Gulf 01l Corporation for compulsory pooling, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks an order
pooling all mineral interests from the base of the Wolfcamp formation

to the base of the Morrow formation underlying the E/2 of Section 9,
Township 16 South, Range 35 East, Townsend-Morrow Gas Pool, Lea County,
New Mexico, to be dedicated to its Hulda Townsend Well No. 2 located in
Unit 1 of said Section 9. Also to be considered will be the present
value of said well and the cost of deepening and completing same and

the allocation of such values and costs, as well as actual operating
costs and charges for supervision. Also to be considered is the designa-
tion of applicant as operator of the well and a charge for risk involved
in deepening said well.

Application of Morris R. Antweil for compulsory pooling, Eddy County,
New Mexico. Applicant, in the above-stvled cause, ceeks an orvder
pooling all mineral interests underlying the N/2 of Section 17, Town-
ship 22 Scuth, Range 27 East, South Carlsbad Field, Eddy County, New
Mexico, to be dedicated to a well to be drilled at a standard location
in Unit B of said Section 17. Also to be considered will be the cost

of drilling and completing said well and the aliocation of such costs,
as well as actual operating costs and charges for supervision. Also

to be considered is the designation cf applicant as operator of the well
and a charge for risk involved in drilling said well.

Application of Cities Service 0ii Company for a unit agreement, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks approval
of the Azotea Mesa Unit Area comprising 5686 acres, more or less, of
Federal and State lands in Township 23 South, Range 24 East, Eddy County,
New Mexico.

Application of Cities Service 0il Company for a unit agreement, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks
approval of the Loafer Draw Unit Ar=2a comprising 5844 acres, more or
less, of Federal, Fee, and State lands in Township 21 South, Kanges 21
and 22 East, Eddy County, New Mexico.
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CASE 5096:

CASE 5097:

CASE 5073:

-3-

Application of H. L. Brown, Jr. for a non-standard gas proration unit
and unorthodox gas well location, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks approval for a 320-acre non-standard
gas proration unit comprising the SE/4 of Section 15 and the E/2 NE/4,
SW/& NE/4, and NE/4 SE/4 of Section 22, all in Township 17 South,
Range 29 East, Grayburg-Morrow Gas Pool, Eddy County, New Mexico, to
be dedicated to a well to be drilled at an unorthodox gas well loca-
tion 330 feet from the South and East lines of said Section 15.

Application of Dorchester Exploration Company for pool creation and
special pool rules, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks the creation of a new gas pool for Wolfcamp produc-
tion for its well located in Unit F of Section 35, Township 19 South,
Range 28 East, and the promulgation of special rules therefor including
a provision for 320-acre spacing and standard 320-acre well locations.

(Continued and Readvertised)

Application of Belco Petroleum Corporation for a non~standard gas
proration unit and unorthodox gas well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for a 320-acre
non-standard gas proration unit comprising the E/2 SW/4 and SE/4 of
Section 30 and the N/2 NE/4 of Section 31, all in Township 20 South,
Range 33 East, South Salt Lake Field, Lea County, New Mexico, to be
dedicated to a well to be drilled at an unorthodox location 660 feet
from thie South linz and 1300 feet from the East line of said Section 30.
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J-R.MODRALL

JAMES E. SPERLING
JOREPH . ROEML
GEORGE T. HARRIS, JRm,
VANIEL A. SISK

LELAND 3. SEDBERRY, JR.
ALLEN C.DEWEY, JR.
FRANK #H. ALLEN, JR.
JAMES P. SAUNDERS, JR.
JAMES A PARKER

JOMN R.COONEY
KENNETH L. HARRIGAN
PETER J. ADANG

DALE W, ER

DENNIS U, FALK
ARTHUR D. MELENDRES
BRUCE D. BLACK
CHARLES J. NCYA

Mr.

LAW OFFICES QF

Mobrall, SPERLIVG, ROEHL, HARRIS & Sisx

PLUSBLIC SERVICE BUILDING

JOHMN F. SIMMS IaAR.10x4)
ALUGUSTUS T. SEYMOUR
(i907-196%)
P. 0. BOX 2168

ALBUQUERQUE, N.Ew MEXICO aneo3 TELEPHONE 243-4%1

AREA CODE 505

October 3, 1973 _
@J/_,/&/ f:,S*o' ? 2—’

A. L. Porter

Secretary-Director

0il

Conservation Commission

P. O. Box 2088
Santa Fe, New Yexico 87501

Re:

Dear

Application of Gulf 0il Cornoration
for an Crdar Poolinc All Mineral
Interests from the Base of the
Wolfcamp Formation to the Base of
the Morrow Formation, E/2 of Sec. 9,
T 16 S, R 35 E, Lea County, New
Mexico

Mr. Porter:

Enclosed is Entry of 2ppearance on bzhalf of the Apnli-

cant, Gulf 0il Coronration, 1In the above-captloned an-

prlication, which has been

requested for docksting at

the Examiner's Hearino on October 31, 1973.
Verv truly vours,

N

B e !
N N QZ,;\(_\ { -
James F. Sperlina | E

JES:3v f}

Enclosura

cc: Yr., J. L, Pike, w/2ncl.
District Operations anager

ulf 0Ll Companv - U.S,

P, 0O, Draver 1150

vidland, Texas 79701
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BEFORY 1ML OIL CONSERVATION COANISSIOV S

STAYTE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF GULF OIL CORPORATION FOR AN

ORDER POOLING ALL MINERAL INTEPESTS

FROM THE BASE OF THE WOLFCAMP

FORMATION TO THE BASE OF THE

MORROW FORMATION, E/2 of SECTION 9,

TOWNSEIP 16 SOUTH, RANGE 35 EAST, 5 —
LEA COUNTY, NEW MEXICO Case No. (e PP 7 2

ENTRY OF APPEARANCE

The undersigned, Modrall, Sverling, Roehl, Farris & Sisk,
of Albuquerque, New Mexico, hereby enter their appearance here-
in for the Applicant, Gulf 0il Corporation, with its house

counsel of Midland, Texas.

MOMRATL SPERLING ROEHI HARRIS & SISK

Byj!+{L/\J\/\k§ gf)/zlgwi)“‘ o

, Attorneys for fult I[ uornordglon
e

P; 0. Box 2168

{ j}huquerqu New fexico 87183

J
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— Proposed Completion —
HULDA TOWNSEND WELL NG. 2
2310 FSL 8 660" FEL, UnitI, Sec. 9, T-16-S, R-35-E
Townsend { Morrow) Gos Pool
Lea County, New Mexico
Gr. Elev. 4009’ Tbg. H. = 7.51

1 k.._B?s" 0D 484, S-40 Csg.

ot 374" «/ 375 Sus. Cm? Ciec.

‘ ka_ 8%s" 0.D. 32#, J-55 Csq.

at 4599’ w/ 2650 Sxs. Cmt. Circ.

| 2¥%" 0.0 EUE J-55 4.70# -
y 8 RT Tubing.

_,____%0,0001 - Anorox Ton of a"on
N / FJd Liner

Wolrcomp Perfs. 10,220'- 10,357

: ) Y Cad
SQd_p,‘ li-——uqu.
|
|
I

i
B . 5715504174 820#J-55 8 N-80 Csq I

Bal

[ ol 10,533' /150 Sxs,, TSITC 10,060’
|

Orig. Wolfcamp Open Hole tO,533‘-lO,650'%

L |

10,650 - Bottom of 7¥a" Hole
11,695 % Prop. Siceve Valve
= 11.698"F Pran. 0n/OFF Cannactor
| . 0p. Cn/OfF Connachy

II,?OO'i Prop. Permanent Type

;F Production Packer
1,700" - 1,900" Prop. Completion J ___Prop 4" 0D FJ Liner Set on Bottom
Interval in Morrow Gas Pool. ) 8 Cemented,
' A A
BRSNS L . Prop T.D. 11,900'%
B S T 2
A Y EXHIBIT NO._£
RN [",’l,_,, . ( S gL
. , . CASE NO. 5092

OCTOBER 31,1973
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PLAN OF PROCEDURE
DRILL DEEPER

HULDA TOWNSEND WELL NO. 2
2310' FSL & 660' FEL
UNIT I- SEC. 9 - T-165 - R-35E
TOWNSEND MORROW (GAS) POOL
LEA COUNTY, NEW MEXICO

Fﬁg&_ﬂ"f@' may ey y
..M%n“%
Wi g |,

I,
R aten "2
Wi,

F 1. Move in rotary tools and rig up.
: ; 2., Clean out to 10,650".
£ .
. b 3. Deepen well by driiling with 4-5/8" GD rock bit from 10,650’

to 11,900,
! 4, Run open hole logs as required.

5. Run, set and cement 4" OD flush joint liner from 11,900°'
up to 10,000' + .

6. Rig dowm ond move out rotary tools.

7. Move-in pulling unit and rig up.

8. Run cased hole logs as required.

P 9. Run and set permanent type production packer at 11,700'4i .

5 A 10. Run tubing and nipple up tree.

11, Run thru-tubing gun and perforate selected intervals in the
Pennsylvanian formation.

12. Clean up and place well on production.
13, Rig down and move out pulling unit.

14, Conduct and report well tests as required.

EXHIBIT NO, -~
GULF OIL CORPORATION
, CASE NO. 5092
s OCTOBER 31, 1973




V. F. VASICEK

MIDLAND. TEXAS 797
918 883.3344

June 1, 1972

V-F PETROLEUM

1212 VAUGHN SULDING : LI

END, TENag
".‘-.-_-‘ s ’

\nfEC’?WE

Gulf Oil Company 32;%‘)"’ ¢ (\\X _-‘;."l v “UN 2 197
: P. O. Box 1150 N ! b”
C Midland, Texas I n‘ﬂ.ouno"
B %%oLogy
Attention: Mr. Robert €, Griffith
' Townsend Area
- ; SE /4 Section 9

T16SR35E
Lea County, New Mexico

Gentlemen:

> -”L':‘l""‘“

B R FULI.INWIDER

B

A/M
Foae Lo

We understand that Gulf has one marginal oil well in the Townsend

pay located on the subject 16G-acre tract.

.We own or control the

balance of the acreage in Section 9 and would like to make some kind
of a deal with Gulf on the subject 160-acre tract,

;o

Ve

PR I

We would be willing to purchase for cash the old oil well and equipment
the leasehold rights, Our

figures would indicute that the lease is barely profitable, if at all, and
since Gulf has no nther production or acreage in the immediate area, a

and thereby gain an outright assignment of

sale might be attractive to you,

If Gulf does not wish to sell the lease, then we would like to make some
sort of farmout arrangement whereby we could re-ente~ the #1 Townsend
11, 900", We plan to unitize

and drill deeper to the Atoka Sand at about
your tract with the acreage in the NE/4 of
spacing regulations,

Section ¢ to satisfy the

NMOCC

If you could give us some indication of which route you would ra.ther pursue -
submit to yoa é firrr* pt“g)'pomhoﬁ :

a 'sale or farmout - we shall be pleased to
right away,

Thank you for your atteniion to this regu

AT <
est. R G2
Yours very truly, /
R (T 7

oy /%/7.;/,/ A///

N L7 -
P S I D e o N e Lol s S o e

-~

IMF§w e 4 e g 77 0T i RS Z R
o T
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V F I‘ . TROLEUM and

R AL /"'("/’/"/’"“’-»/ 7 //c Lec. /\

TOM BROWN, INC,

o

LT 0
oS

5!4//// Ab,
2. Ya.
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June 29, 1972

Re: Townsend Area
SE/4 Section 9,
T-16S, R-35E,
LEA COUNTY, New Mexico
Gulf lease No._Q:QQQQS:A__

v-F Petroleum

1212 Vaughn Building
Midland, TX 79701

seantian: Mr. J. M. Fullinwider

etter of June 1, 1572 in which you
n a sublease of

d and drilling it

Thank you for your 1
requested to purchase the captioned acreage or obtal
same for the purpose of reentering the XNo. 1 Townsen

to the Atoka Sand at about 11,900 feet.

Culf ic not interested in selling or subleasing its acreage
in this area at this time. We would, however, consider a proposal
for joint operations on our acreage in the latter part of this year.

Yours very truly,

R. B. GRIFFITH
pistrict Landman

- 888/dch

Z4




V-F wretrclewmmmm Inc.

S o:lbgosoperohons 1212 vaughn bullding  midiand, texas 79761 615

/”“’

Lo
/ M October 5, 1977
A |

£53-33:4d

v
_ RECHR VD

Gulf 0il Corporation ;jfg

P. 0, Drawer 1150 ' 003 51972
Midland, Texas 79701

Lesi) s3gnicys
Attention: Mr. Robert E., Griffith MIDLAND, TS :
Sen Mo La9-7% Your No.0-33509-4-

L»‘;d;" 'g ¢ SE/4 Section 9
, T-16~S, R-35-E
Lea County, New Mexico

Gentlemen:

Further to our correspondence on this area, we are writing
to request a farmout on the deen rights under this 160-acre
tract for the re-entry and deepening of the Guif #2 Townszend
(an abandoned oil well in the Townsend Field) to the Atoka-
Morrow sand &t about 11,900 teet.

We propose that Gulf retain 1/16 x 8/8 ORRI until we have
recovered from the proceeds of production 1007% of the costs
of drilling, testing, completing, equipping aud opcrating -

said well, at which time Gulf would have the option to convert

its ORRI to a 1/4 WI,

We own leases in the NE/4 Section 9 and would propose to
unitize the E/2 of said section to comply with NMOCC spacing
regulations, We already have a favorable contract with
Northern Natural Gas covering our acreage in this section

providing for a price of 31¢ per mcf, which with BTU adjustment

brings the price currently being received for gas from our #1
Humble~Townsend (W/2 Section 9) to 34¢ per mcf. We think
there are certain obvious benefits to be derived by Gulf in
working with us on this acreage as we could bring it under
our gas contract at a price which Gulf, as a large producer,
could not negotiate and receive by itself.

FL S Thaa a5 20867 - L% U7
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Gulf 0il Corporation -2 - October 5, 1972

We have ali of the com

pletion and production informatiovn on
the nearby wells and w

ould welcome the opportunity to sit
down with your personnel and g0 over ‘this data in detail.

Some of our information is not yet available in normal in-
dustry channels; e.g. the V-F Petroleum #1 Danglade Gas Unit
(E/2 Section 15) had a potential of 15.5 mmcfgpd, but after
being on stream 2 weeks and producing about 60 mmcfg, it has
depleted and suffered a BHP drop that will not allow it to
produce against line pressure, Limited reservoir, apparently,

We shall look forward to heari

ng from you at your earliest
convenience, :

Yours very truly,
(/ﬂ

(7‘\’ [ Ty
¥ o 5?_‘/,
/4' LT Ey

J. M. Fullinwider
Vice President
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November 2, 1972

Re: SE/4 Section 9-16S-35E
LEA COUNTY, New Mexico

£-2a.

V-F Petroleum Inc.
1212 Vaughn Building
Midland, ITX 79701

Attention: Mr. J. M. Fullinwider
Gentlemen:

Reference is made to your letter dated October 5, 1972, in
which you regucsted a2 farmout of the deep rights covering the captioned
acreage for the purpose of reentering and deepening the Gulf uo, 2
Townsend to the Atoka~Morrow sand.

We have carefully considered your proposal and it has been
decided that we would not be interested in subleasing this acreage.
We would, however, be willing to consider the formation of a umit
covering the Ef2 of Section 9 and jointly deepen subject well to the

Atoka~Morrow section.

Tf aur proposal for foint operations is acceptable, please
let ug know and we will proccde with working out the necessary details.

Yours very truly,

R. E. GRIFFITH
District Landman

§58/dch
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April 2, 1973

Rea: E/2 Section 9, T-16-S, B-35-E
LEA COUNTY, New Mexico

Exxon Company, U.S.A.
P. 0. Box 1600
Midland, TX 79701
Attention: Mr. William H. Leifaste

V-F Petroleum, Inc.
1212 Vaughn Building
Midland, TX 79701
Attention: Mr. J. M. Fullinwider

Gantlemen:

Gulf 0%1 Corporation proposes to communitirze the E/2 of ,
Section 9, T-16-S, R-35-E, from the base of the Wolfcamp to the base of
the Morrow formation for the purpose of reentering and deepening the
Gulf No. 2 Townsend, located in NEf4 SE/4 Section 9, from a depth of
10,650 feet to the Morrow Sand at approximately 11,900 feet. The re-
entry and completion cost is estimated to be $132,000.00. In addition
the participating parties will be expected to pay their proporiiocuite
part of the salvage value of the well, which is estimated at $18,000.00.

According to our records the ownership of this unit would be
as follows:

Company Acreapge Percentage
Gulf 04l Corporation 16C Ac. (Sk/4) T r50.00%
Exxon Company, U.S.4. B0 Ac. (W/2 NE/&) 25.002
V-F Petroleum, inc. 80 Ac. (B/2 NE/&) 25,00%

320 100,00%

Please consider the above proposal and advise as to vhether
or not you will participate. If you do not desire to participate, Gulf
would be willing to negotiata farmout terms cvovering your leasehold.

Tours very truly,
R. E. GRIFFITH

vistrict Landman

§8s/dch




April 5, 1973

Re: E/2 Sectfon 9, T-16-S, R~35-E,
LEA COUNTY, New Mexico

Exxon Company, U.S.A. -
P. 0. Box 1600
Midland, TX 79701

¢ : Attention: Mr. William H. Leifeste

Gentlenen:

In connection with our proposed reentry operation of the ©
No. 2 Townsend Well, we are enclosing two copies of our AFE for your
consideration. Should you elect io join with us in this project, we
request that you execute and return ome copy to us.

g ey

We plan to commence operations on this well as soon as
possible after receiving favorable responses from you. and V-F
Petroleur, Inc. We would estimate commencing within 30 to 60 days
from the date of our coutract or agreement.

Youre very truly,

R. B. GRIFFITH
District Landman

Enclosure
§88/dch

f . o /
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May 9, 1973

Re: K/2 Section 9, T-168, R-35E,
LEA COUNTY, New Mexico

V-F Petroleum, Inc.
1212 Vaugho Building
Midland, X 79701

Attantion: Mr. J. ¥. Fullinwider

Gentienen:

By letter dated April 2, 1972, Gulf proposed to comatmitize

the E/2 Section 9, T-168, R-35E, from the base of the Wolfcamp to the
base of the Morrow formation for the purpose of reantering aud duepen—~
-ing the C€nlf 15, 2 Townsend to test the Morrow Sand,

Considerable time has nov elapsed and we would appreciate
being advised as to vhether or sot you will participate in our opera-
tions or desire to fa~m out your acresge. Ve wish to advise that Exxon
Company, U.S.A. has elected to participate in our operations,

We are enclosing two coples $f our AFE and should you elect
to join, we request that you execute and return ane 22py o us. wWe
nlan to cosmeince operations as soor as poassible and would appreciate
receiviag an early reply.

Yours very truly,

R. E, GRIFFITH
District Landman

Enclousures
$85/dceh

cct  Exxon Company, U.S.A.
P. 0. Box 100
Midland, TX 79701
Attention: Mr, William H, leifeste

":\,i (R N1
MARY Wieezy 0 !

RPTE Y3 )
§ e U oo Conteck
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NIPIPE o : GULF_OLL COMPANY - U. S.
- AREA__Hotbs o DATE__ 12-22-72
DRILL & COMPLETE Hulda Townsend No, 2

LOCATED 2310t FSL and 660t FEL Section 9-165-35F, ilca County, New Mexd co

OVER/

* INTANGIBLE DRILL COMPLETE  EXPENDED UNDER

.
.

“ E1EMENT ITEM

5
hi)

< 101 Location & Access .o 2000 .
: 102 Rig Contract v e -
103 Rig Contract - Footage
3 ‘@3 per ft, -
< 104 Rig Contract - Day Work day
P 31 days @ $_1500 perxfitx 46,500
% 105 Rig Contract - Rig Up & Down : 15,000
3 111 - 106 Fuel (Gas) -
& 106 Drilling Fluids 8,000
F 107 Rentals -~ Equipment & Tools 11,100
‘ 108 Cement & Cementing Service 2,200
i 109 Logging, Perforating & Testing ‘ -
110 Formation Treating -
111 Miscellaneous Items : 3,500
164 - 111 Bits & Reamers ' 8,730
232 - 111 Water Well, Lay Water Lines, etc. 2,000
122 Rig Contract - ‘ -
. 123 Rig Contract - Footage
'@ per ft. -
124 Rig Contract - Day Work day ‘
' 7 days @ $ 4C0 per &L 2,800
125 Rig Coniraci - Rig Up & Down -
211 - 126 Fuel (Gas) . -
126 Drilling & Fluids ' -
127 Rentals - Equipment & Tools 130
128 Cement & Cementing Service 3,500
129 Logging, Perforating & Testing 4,600
130 Formation Treating 500
131 Miscellaneous Items 1,500
192 Allocation of FOE - Cther 1,500
193 Billings to Outsiders -
195 Billings from Outsiders -
196 Tangible Material for Temp. Use ‘ -
198 Transfer between AFEs -
Miscellaneous
TOTAL INTANGIBLE DRILLING COSTS $9,030 14,530

GRARD TOTAL INTANGIBLE DRILLING COSTS 13,500



" ESTIMATED CGSTS

- TANGIBLE PRODUCING EQUIFMENT

OVER/
CBLERMENT ITEM ‘ DRILL COMPLETE  EXPENDED UNDER

21X Casing
Surface . of "
Intermediate ' of "
22X Casing (Oir String)
1900 ! of 4" " @ $3.10/ft. S,
f 23X Other Subsurface Prod. Eqpt. 1
; Tubing__ 2300 ''of 2-3/8 " 2
24X Subsurface Artificial Lift Eqpt.
; ‘ 25X Surface Producing Equipment 5,
i 26X Christmas Tree 2

i - . Miscellaneous

TOTAL TANGIBLE PRODUCING EQUIPT. 16,750

: INTANGIBLE COSTS CAPITALIZED

: 27X Billing to Outsiders
H 28X Billings from Qutsiders
29X Misc'l. Items, Transfers &

e

Other Expensc

TOTAL INTANGIBLE & TANGIBLE COSTS
CAPITALIZED

E TOTAL ESTIMATE 99,030 31,230

GRAND TOTAL 130,310

| Gati N

b AREA PRODUCT oy mmcm

L APPROVED:

BY

~ DAIE




July 17, 1973

Re: E/2 Section 9, T-16-S
R-35-E, LEA COUKTY,
New Mexico

Exxon Company, U.S.A.
P. 0. Box 1600
Midland, TX 79701

Attention: Mr. Marvin Wigley

Gentlemeh:

For your immediate observation, attached are letters dated
April 2nd and 5th, 1973 concerning the proposed deepening operation

to test the Morrow Sand in Gulf's Hulda Townsend Well No. 2, Lea
County, New Mexico. .

_ Due to V-P Petroleuw, Iuc.'s apparent lack of interest in
this project, Gulf is considering forced pooling procedure which would
result in expenses of 2/3rds to Culf and 1/3rd to Exxon to carry the

proportionate share of the non-consenting party's interest in this
proposed test. -

Zour prompt consideration in this matter will be greatly
appreciated,

Yours very truly,

R. E. GRIFFITH
Distrfct Landman

Attachments
FWT/dch
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EXON COMPANY, USA. __;
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August 10, 1973

In Re: Townsend Area
E/2 Section 9-16S-35E
Lea County, New Mexico

Gulf 0il Company
Post Office Box 1150
Midland, Texas 79701

Attention: Mr. R. E. Griffith
Gentlemen:

Exxon's management has approved bearing 8-1/3 percent additional working interest
in deepening the Gulf No. 2 Holda Townsend. It is understood that this is necessitated
by virtue of V-F Petroleum Inc. refusal to join. The approval is contingent upon

your obtaining a penalty of not less than 200 percent from the New Mexico il Conservationm
Commission or by direct negotiation with V, F. Petroleum Inc.

Cot + ?oo ?_,) crne sl boc Yours very truly,
. . / ) x
©, for ~tin wWeld Touret, Q 4 2
ﬂﬁujzz it we ’
L0 ;/)1, John H. Folks
ng\/‘*“ / / _ LAND-UNITIZATION

JHF :msl

B ) o
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A DIVISION OF GULF O1L CLIPORATION

Qulé @il Ceompany =U.S

EXPLORATION DEPARTMENT
MIDLAND OISTRICT

-
-

P. O. Drawer 1150

J. A. Hord | . August 24, 1973 Midland, Texas 79701

DISTRICT EXPLORATION MAMAGER

R. & .@rittith
OISTRICY LANOMAN

Y, 8. Newsom
QISTAICT EXPLORATION GEOLOGIST

Re: Hulds Towngend Conm No. 2
E/2 Section 9, T-16-S, R-35-E,

.6;///’ LEA COUNTY, New Mexico
v-F ?attol Inc. )

fo Building

Refarence i3 made to pravious correaspondence pertaining to the
reentry and deepening from 10,650 to the Morrow Sand at spproximately

11,900 feet in Guif Oil Corporation’s Hulda Towmsend Well Yo. 2. Initial
letter of invitation to join communitization was written June 29, 1572,

Since you havé Lad scversl moanthe to think about this project,
we siacerely hope you are ready to enter this vanture and assume yonxr
proportionate share of expeanditures. If not, are you interestad in

e .. AVl m &
serring iuis Iintorest.

. In the event you are not interested in joining communitization
of the Ef2 Section 9, please consider this as & final invitation as we
expect to request a Hearing October 3, 1973 to consider forced pooling

procedure with & cost plus 1007 penalty.

Yours very truly,

///j/’“ /}J”'/;//.) 45;7
%‘1. oRIFFITR A

Mstrict Landman

FWT/dch

¢cc: Exxon Company, U.S.A.
P. 0. Box 1600
Midland, TX 79701
Attention: Mr. John H. Folks

bee: L. L. Fuller
C. F. Kalteyer




V- KFFeits ,lvum Nune .

ol & gasoperations 1212 vaughn bullding  mudland, texas 79701 15 422714
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Gulf 0il Company
P. O. Drawer 1150
Midland, Texas 79701

Attention: Mr. R. E. G;iffith i
District Landman L

Proposed Morrow Test
E/2 Sec. 9 16-S 35-E
Lea County, New Mexico

Gentlemen:

Thank you for your letter of August 24, 1973, proposing that
we join in the re-entry and deepening of your #2 H. Townsend.

As we have discussed several times with Messrs. Griffith and

"Fuller at Gulf, and Messrs. Lively and Wigley at Exxon, we are

presently planning to drill a 12,600 foot Devonian wildcat well,
a diagonal SE offset to your proposed re-entry. As we do not
like to have two deals going in the same area at the same time,
we have declinedand do again decline to part:.c:.pate at this time
in the proposed re-entry.

In answer to your further inguiry, we would be interested in
selling this leasehold interest and would be pleased to entertain
an offer from Gulf and/or Exxcn.

Yours very truly,

V-r PETRCLEUM INC.

ool
/>\ - o
A ,
4 U
/[/ Ll et
‘4. M. Fullinwider
Yise Draacideont

JME : jw

cc - Exxon Company, USA
P. O. Box 160Q
Midland, Texas 79701
Attention: Mr. John H. Folks §/j<£




@ 13 @il Company =.So

EXPLORATION DEPARTMENT
MIDLAND DISTRICT

J. A, sep ther 12’ 1973 P. O. drawer 1150
. Mo
DHATAICT LXPLORATI'N MARAGER Midland, Texan 79701

N T .Griftith

OISTRMICY LANGMAN
Y. 8. Newsom

DISTAICT IPLORATION GEOLOWIST

Re: Hulda Townsend Com

Well No. 2, E/2 Section 9,
T~16-S, R-35-E,
Lea County. Ne- Vo' o

" V., F. Petroleum, Inc.
1212 Vaughn Building
Miiland, X 79701

At-ention: Mr. J. M, Fullinwicer
Gentlemen:

Reference is made to your telephone conversation on Sep ser 1°
1973, with our Mr. Floyd Thompson concerning the purchase  your .-
acre lease located in the £/2 of Section 9, T-16-S, R-35-.. 2a Councv,
New Mexico. You have refused an ofiei 0y Gulf to purchase —wur 7/8
working interest as to all rights below tie Wolfcamp on the captioned
land for $250.00 per acre.

Your reconsideration of our offer to purchase this property
would certainly be appreciated. If after reconsideration you still desire
not to sell, we would pgreatly appreciate your entering this venture with
Gulf and assume your proportionate share of the expenditures. As you
_are aware, under existing rules and regulations of the New Mexico 0il
Conservation Commission the risk facror has been increased from 50% to
200% for a non-consenting working in.erest owner's pro rata share of the
costs involved in drilling and completing such a well.

Again, you are invited to participate as & wourking .nter-
owner in the deepening of the Hulda Townsend Com Weii No. 2.

Yours very truly,

7 (L
R. Z. GRIFFI’LH:/

District Lan&%én

FWT/tll

cc: Exxon Company, USA
P. 0. Box 1600 .
Micland, TX
Attn: Mr. John H. Folks

A DIWVISION OF GU'F OfL CORPORATION
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September 26, 1973

q-21-73
& 4 RECEIVED
Gulf O0il Compazny - U.S. .
P. O. Drawer 1150 SEP 27 1
Midland, Texas 7970} LAND S>tECTION
MIDLAND, TEXAS

Attention: Mr. R. E. Griffith

E/2 NE/4 Section 9
T-16-S R-35-E
Lea County, New Mexico

Gentlemen:

Further to your incuiry of September 12, 1973, we wculd be

willing to sell our leasehold rights below the Wolfcamp

formation on either of the following basis: N
1. $20,.000 cash consideration to V-F, with assignment

to Gulf of an 87.5% income interest and 100% expense interest

during payout period, after which V-F would have option to

come in for 43.75% income lnierest and 50% expensc intercect,

(with proportionate reduction, of course). e

2. $75,000 cash consideration to V-F, with assignment to
Gulf of all of V-F leasehold rights - no reservations or reversions.

The offer to sell contained herein shall be held open for 12
days from the date hereof unless sooner accepted or rejected
by Gulf.

- Yours very truly,
/\/,//‘

V-F PETROLEUM INC.

WL(/;..J,( (( U'C/C/ ¢)’¢( 24( é . /
V} %7 / /J'%& (ot
See Vice President -
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September 27, 1973

Re: Hulda Townsend Com Well No. 2,

o . E/2 Section 9, T-16-S, R-35-E,

LEA COUNTY, New Mexico

V-F Petroleum Inc. . N ‘
1212 Veughn Building : N A A
Midland, TX 79701 A S T

Attention: Mr. J. M. Fullinwider

Gentlemen:

Reference is made to your letter of September 26, 1973, in
vhich you state you are willing to sell your leasehold rights below

the Wolfcamp formation in the E/ZvNEIA Section 9-16S-35FE, Lea County,
New Mexico. : L Lo :

Gulf {3 not interested in acquiring saild leaschold rights
under the terms as stated in your letter,

Yours very truly,'

R. E. GRIFPITH
FUT/dch
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PRESENT WELL VALUE

HULDA TOWNSEND WELL NO. 2

2310' FSL and 660" FEL
UNIT | SECTION ¢ - T16S - R35E

LEA COUNTY, NEW MEXICO -

ITEM

Well Head - 133/8 X 8 5/8 X 5 1/2 Natl. Type '8’

wr/nnloec . IEANT. . LY D~
YW/ 2 9/ 0 IETIES 10UV Tubing Bonnctt

CLASS "B" VALUE

and associated equipment $4,500
Casing - 5 /2" OD8RT 15.5%, 17# and 20% J-55 and
N-80 SS CF&I - 10220 27,400
Tubing - 2 3/8" ODEUE 8RT 4.70 J-55 and
N-80 S5 Naticnal
Estimated Usable pipe 9500 6,800
TOTAL $ 38,700
’f -
o L
.’v
4 S
ol S
\u’f 0
{0 J 0"/‘/
L IRE EXARINLK e EXHIBIT NO. 3
AR LOTLT R ST GULT OIL CORPGRATION
: - CASE NO, 5092
T OCTOBER 31, 1973
L e
<7 /,/ 4/., i
s
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GULF OIL COMPANY - U. S.

-

AREA_Hobbs _ ' ~ DATE___10-25-73

DRILL & COMPLETE_ Hulda Townsend No, 2 =~ UEEPEN 1250¢

LOCATED 2310' FSL and 660! FEL Section 9-16S-35E, lea County, New Mexico

OVER/
INTANGIBRLE _ DRILL COMPLETE EXPENDED UNDER

E1EMENT 1ITEM
101 Location & Access : 2 000

102 Rig Contract

-

. ' 103 Rig Contract - Footage

E ) ‘@s per ft. -
= b3 104 Rig Contract - Day Work day
33 days @ $ 1,800 per xt.
. » ~ 105 Rig Contract =- Rig Up & Down 15,000
- - 111 - 106 Fuel (Gas) -
106 Drilling Fluids __ 8,000
107 Rentals - Equipment & Tools 12,100
108 Cement & Cementing Setvice 2,200
. 109 Logging, Perforating & Testing -
” 110 Formation Treating -
5 111 Miscellanecus Items 4,000
: 164 - 111 Bits & Reamers 9,730
é 232 - 11). Water Well, Lay Water Lines, etc. 2,000
i2Zz Rig Contiact -
123 Rig Contract - Footage o -
'@ s per ft, -
124 Rig Contract - Day Work day
7 days @ $__ 500 per it 3,500
125 Rig Contract - Rig Up & Down -
111 - 126 TFuel (Gag) } -
126 Drilling & Fluids ) -
127 Rentals - Equipment & Tools . 130
128 Cement & Cementing Service 3,500
129 Logging, Perforating & Testing %,b600
130 Formation Treating 500
} 131 Miscellaneous Items 1.500
192 Allocation of FOE - Other 1,500
193 Billings to Outsiders . -
135 Billings from Outsiders -
196 Tangitle Material for Temp. Use . -
198 Transfer betwecen AFEs _ - ~ 3
~ Miscellaneous
S50 9T
o o L7
R p P /7)?
“"TOTAL TNTANGIBLE DRILLING COSTS 114,430 15,230
GRAND TOTAL INTANGIBLE DRILLING COSIS 129,660 ‘ y
Extby/ Ne &




-_"Hulqa Townsend No, 2 = 10-25-73

4

TANGIBLE PRODIMTNG FRNUTPMENT

N e — e ntas

ITEM

ELZEIT -

21X Casing
Surface ' of
Intermediate ' of

ESTIMATED COSTS

22X Casing (0il String)
of __ L " @ $3.10/ft

T

23X Other Subsurface Prod. Egpt.

Tubing 2300

24X Subsurface Artificial Lift Eqpt.

of o_

25X Surface Producing Equipment

26X Christmas Tree

-

Miscellaneous

t

TOTAL TANGIBLE PRODUCING EQUIPT.

INTANGIBLE COSTS CAPITALIZED

APPROVED:

27X Billing'to Outsiders
28X Billings from Outsiders

»

29X Misc'l., Items, Transfers &

Other Expense

TOTAL INTANGIBLIE & TANGIBLE COSTS

CAPITALIZED

TOTAL ESTIMATE

GRAND TOTAL

BY

DATE

OVER/
DRILL COMPLETE  EXPENDED UNDER
5,900
G
2,650
—2,000
11,940
114,430 27,170
144,600

(g222}égiiz,éif1,hag;}

AREA PRODUCTION MANAGER ™

PSP T T,
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CASE No. 5092 OCT. 31, 1973

EXHIBIT No. 2

TOWNSEND (MORROW) FIELD
STRUCTURE MAP~TOP BARNETT

SCALE: "= 3000’ C.l. =100

O PROPOSED OWDD
O MORROW PRODUCER

Gulf Qil Corp. Midlond District




W. B. Hopkins
DISTRICY PRODULTION MANACER
J. L. Pike
PISTRICT OPERATIONS MANAGER
M. B. Moseley
DISTRITY SERVICFS MANAGER
A.J. Evans, Jr.
DIZTRICT ENVIRONMENTAL & SAFETY MANASER
J. C. Howard
DISTRICT EMPIDYEE SELATIONS MaNAGER

0il Conservation Commission
F ‘ . ; P. 0. Box 2088
; Santa Fe, New Mexico 88501

Attention: Mr. A. L. Porter, Jr,

Gentlemen:

October 1, 1973

Gl ©il Company =W, S,

PRODUCTION DEPARTMENT
MIDLAND ODISTRICT

P. O. Drawer 1150
Midland, Texas 79701

Gulf 0il Corporatiomn respectfully requests that a hearing be scheduled on your
docket for the October 31, 1973, Examiner®s Hearing to consider an order pooling
all wineral interests from the base of the Wolfcamp formation to the base of

the Morrow formation underlying the E/2, Section 9, T-16S, R-35E, Lea Couuiy.

Said standard 3.0 acre unit is to be dedicated to the Gulf 0il Corporation Hulda

Townsend Well No. 2 located in Unit I at a standard location 2310" FSL & 660!

FEL of Section 9, Lea County, which is to be drilled deeper £rom 10,650' to

approximately 11,900' to evaluate the Pennsylvanian formation. To be considered are
2llocations of present well value as well as drilled deeper, supervisory and oper-
ating cost together with a consideration of a charge for risk iucurred in deepering

the well,

CFK: jm

cc:  Exxon Corporation
Atin: Marvin Wigley
P. 0. Box 1600
Midland, Texas 79701

e —

|
V-F Petroleum Inc. i
Attn: J. M, Fullinwider

!
1212 vaughn Building |

Midland, Texas 79701

James E. Sperling
P, 0. Box 21&8

Albuquerque, New Mexico 87100

AU GN OF GiuF QL CORPORATION

A1

Yours very truly,

A
%m";

o

781973



AT A
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JASON W.KELLAHIN
ROBERYT E.FOX

W.THOMAS KELLAHIN

KELLAHIN AND FOX
ATTORNEYS AT LAW
SO0 DON GASPAR AVENUE

POST UFFICE BOK i739

SANTA FE, NEW MEXICO 87501
TELEPHONE 982-43(5

AREA CODE 505

December 12, 1973

ln—\l'ﬁf’\hl“ '1\‘.!“' \\ , |r V‘} l

]u l' B IR
;" .'.‘-a RS,

‘f

OIL CONSIRVATION COMM

Sanfa te

Mr. A. L. Porter

New Mexico 0il Conservation Commission
P. 0. Box 20868

Santa Fe, New Mexico 87501

Re: Gulf 0il Application

Compulsory Pooling, Lea County
0CC No. 5092, Order No. R-4669

Dear Mr. Porter:
In behalf of V-F Petroleum please find encloscd
a

an original and three copies of an application for
hearing de novo in the above referenced cause.

ERSL AR P Y A

Very tr

W Thomas Kellahln
WTK: ks
Enc losure
ce: V-F Petroleum

Gulf 0il Corporation
w/ encls.




T — et
T e
. ;

BEFORE THE

OIL CONSERVATION COMMISSION OF NEW MEXICQ", ! Tt

poN L P €, AR ER ) B
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ARV W R I U *

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSION QF NEW MEXICO FOR Case No. 5092
THE PURPOSE OF CONSIDERING: Order No. R-4669

APPLICATION OF GULF OIL CORPORATION

FOR AN UNORTHODOX WELL LOCATION,
LEA COUNTY, NEW MEXICO

APPLICATION FOR HEARING DE NOVO

COMES NOW, V-F PETROLEUM, an interested party adversely
affected by the order entered in the above captioned case,
and pursuant to the provisions of Rule 1220 of the Rules and
Regulations of the New Mexico Cil Conservation Commission
applies to the 011 Conservation Commission of New Mexlco
for a Hearing De Novo of the above captioned Case No. 50952,

and Order No. R-4669 issued pursuant thereto.

Respeectfully submitted,

V-F PETROLEUM,

S n /
NI ST

KELLAHIN & FOX
P, 0. Box 1769

Santa Fe, lew ilexico




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING K
CALLED BY THE OIL CONSERVATION A\
N J i

COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5092

Order No. R=--~ -/

/
ij APPLICATION OF GULF OIL CORPORATION
'\/ FOR COMPULSORY POOLING, LEA COUNTY,
\ NEW MEXICO.
— I~ \ /}
< 14,
/\/\(/ V’VA/
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ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on October 31 s 1973
at Santa Fe, New Mexico, before Examiner Richard L. Stamets .
NOW, on this day of , 19 , the Commission,

a quorum being present, having considered the testimony, the record,
and the recommendations of the Examinerv, and being fully advised

in the premises,

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject

matter thereoi.

(2} That the applicant, Gulf 0il Corporation ’

seeks an order pooling all mineral interests from the base of the Wolfcamp

formation to the base of the Morrow formation underlying the E/2
of Section ? , Township 16 South , Range 3> East ,
NMDM, Tevmsend-Morrow Gas Pool , Lea County, New
Mexico.

{Yf
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Order No. R- 7”,

gabove-described acreage is to be dedicated to #» Hulda
T
{(3) That th

ownsend Well No. 2 located in Unit I of said Section 9 .
app-l-xcafrt--ha-s"the--r:ght-to--drxi-l--an&-p'ropcses—

\,_Mﬁ““ edinbi dirined Yo Vool Vo s forumotion,

(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

IR

interest in said unit the opportunity to recover or receive

without unnecessary expense his just and fair share of the gas

bt e

in said pool, the subject appllcatlon should be approved by

peoling all mineral interests, whatever theymayv be, within said

unit.

(6) That the applicant should be designated the operator

of the subject well and unit.

Pt b R 2 bt ek

S .a 71- 'Z. ” u:e‘cljlc /4. /g// R

;‘ ‘ __,.,_;__-,m-_ .S‘Qé’afe, o ‘é ) J“P'CC{ ©n 49 | J S & "Q_’f‘iﬁg

;,_M.;-__ S -m%#!!?:’!‘: “J Cesrag e ”‘ =Y @ ’Lorw

Ve sy s, whid . 2B
pvl/xe a( g‘v‘ ”«_ c,o-c,a//a-s 7/ p%b

wet/ as e DTerrew

ey rdc/uttr'

that reasonable h%ﬂJFLQG£SA8\C ed estimated well costsaand

o - 6’4‘4/ L /4 J ,avna/e«v a/P erhoé
| é‘, a third Party R .

T AN P ; ) ) ;,
’\|/a (L 54{ any non-consenting workln ELQL ownex tnat has paid his .

| u-J N ¢

H share of getlmated costsAgboulg pay to the operator any amount

i: well vecompledion coste avdvilues ~dvifusg

i

N

should receive from the operator any amount that paid estimated

well costs exceed roasonable well costs-4~’*4‘9
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(1} That per month should be fixed as a reason-

able charge for supervision (combined fixed rates); that the

[P QU P ——

operator should be authorized to withhold from production the

o A e =

proportionate share of such supervision charge attributable to

each non-consenting working interest, and in addition thereto,

i it s e

-

perat wrized to withhoid from produvction
the proportionate share of actual expenditures required for
operating the subject well, not in excess of what are reasonablz,
attributable to each non-consenting working interest.

(%’) That all proceeds from production from the subject
well which are not disbursed for any reason should be placed

in escrow to ke paid tc the true owner thereof upon demand and

proof of ownership.

AN . (uy) That upon the failure of the operator of said pooled

clco i i
unit to commence } > of the well to which said unit is R
dedicated on or before F;‘mcr} /~5T ”&, the order j

pocling said unit should become null and veid ard of no effect

;i whatsoever.

IT IS THEREFORE ORDERED:

I (1} That all mineral interests, whatever they may be, Ero ”"—

b.“’. o/m w’/‘t.‘"f ﬁruu\ﬁh * “‘ beosa 9} < ?rhrroau 3!
Sl e—rCat) {

formation underlying the E/2

of Section 9 , Township 16 South , Range 35 East , NMPM,

Townsend-Morrow Gas Pool ' Lea County, New Mexico,

re hereby pooled to form a standard ‘320 acre gas spacing

v

\ . )
; QPP e iy ime Hulda T d_Well No. 2:
! and proration unit to be dedicated to B~ e —té-ﬂ—'b%:-‘tgggiﬁ.?ed ell Yo

located in Unit I of said Section 9

PROVIDED HOWEVER, that the opesrator of said unit shall

dce .I.u . :
commence the dsaﬁinfg,of said well on or before the l;_ﬂ day i

/ !

L’,
of Fc ‘mqr? , 1973, and shall thereafter continue the

drilling of said well with duc diligence to a depth sufficient to

Morrow

test the formaktion;

!

i

! PROVIDED FURTEDRR, that in th=z event said operator does not
i =

d'.' "'l’!' . an— i
commence the of said well on cr before the /& Aday '

of B éruo.;y , 1973, Order (1)} of this order shall be null and ;
7

ey 3o vl o Sy n":;r\r"vt r."v'\'l‘--ﬂr)mv\r‘»,»—.
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PROVIDED FURTHER,that should said well not be drilled to

completion, or abandonment, within 120 days after commencement

thereof, said operator shall appear before the Commission and

4

show cause why Order (1) of this order should not be rescinded. j

(2) That  Gulf 0il Corporation is hereby designated

""" the operator of the subiject wcll and unit. g
11)17'?14;1
(3) That after the effective date of this order and -at-teast

30 days prior to commencing said well, the operator shall furnish

. ..
the Commission and each known working interest owner in the subject

unit an itemized schedule of estimated well costs.

fﬁ,__._‘__gg._m(_, . e
oo _ used ::3 Jlﬁz‘%:! _ sartece

e Vf e ve/f as o _Mq_r"” 'd . /eu e

BVE TSR S
i, no objection to the actual well costsnis received by the Com-—

itission and the Commission has not objected within 45 days
GhJU‘ ""'-?

. following receipt of said schedule, the actual well costspshall

i .ndl"""")

i! be the reasonable well costs} provided however, that if there

it ae LLE—N 1

;i is an objection to actual well costsnwwthln said 45-day period

f evdyslues

%! the Commission will deterrniine reasonable well cos tspafter public

§

{

H

}

|

{

notice and hearing.

(6) That within 60 days following determination of reason- {
ondvelues, :
able well costs, any non-consenting working interest owner that
i gndvelue s
i; has paid his share of estimated costsnin advance as provided
t
i
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above shall pay to the operator his pro rata share of the amount
gnd veluas aod volued
that reasonable well costspexceed estimated well costspand shall |

receive from the operator his pro rata share of the amount that
aadvalec s !
estimated well cosuspexceed reasonable well costs.

(7) That the operator is hereby authorized to withhold

from production:

ui

TR

the following costs and cihwarige

(2) The pro rata share of reasonable well costs oed

»
)N
1737

i . . .
3#'“1‘#"”"\ f,,“fy.igu attributable to each non-consenting working ‘1

romm

interest owner who has not paid his share of
acd vabues
estimated well costspwithin 30 days from the

§ .ni

L Sate the schedule of estimated well costi_i'!‘)

g ' . fia-'mcl wel C’“"MO'O' ond coso(‘l Unlaeps o/bka
- | % are. furnished to him.

(B) As a charge for the risk involved in the '
YQCG“ l“;m — ?"‘“r— {
) 3 i of the well, ‘52 of .the pro rata

reoomiplt% L
share of reasonable wellxcos s attributable

to each non-consenting working interest

! owner who has not paid his share. of estimated
2ud) SAJVT le Yo ble e,-q'm-l- vl s
thiln

well costs wi 30 days irom the date the

[PPUpE—,

schedule ¢ timatad well costs is furnished
it to him.

1? (8) That the operator shall distribute said costs and

T e e e+ el

o EANRaed e e ey

A
T g

arges withheld from production to the parties who advanced

=)

i the well costs.

(9) That 2/7® ver month is hereby fixed as a reasonable

charge for supervision (combined fixed rates): chat the operator

- an e A

)

i
is hereby authorized o withhold from production the proportionate:
Y L prop

e e - n A s g At o - a

PO

shares of such supervision charge attributable to each non- :

L)

consenting working interest, and in additior thereto, the operator:
{

is hereby authorized to withhold from production the proportionate’

share of actual expenditures required for operating such well,
not in excess of what are reasonable, attributable to each non-

consanting working interest.
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{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 production shall be withheld only from the working.

interests 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 be placed in

escrow in Lea County, New Mexico, to be paid to the true owner

thereof upon demand and proof of ownership; that the operator

shall notify the Commission of the name and address of said

escrow agent within 90 days from the date of this order.

Lo

(13) That jurisdiction of this cause is retained for the

R

entry of such further orders as the Commission may deem necessary.
DONE at Santa Fe, New Mexico, on the -day and year hereinabove

designated.
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