e o

' CASE 5277: Appli. of PIERCE & e

DEHLINGER FOR THE AMENDMENT OF
ORDER NO. R-4560, LEA COUNTY.




CASE Do
- 5277

4Pp li¢ q\-\m\,

g [ cans T P*S

Sh'w\\ = Y hibls

T — C




BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
July 24, 1974

EXAMINER HEARING
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IN THE MATTER OF:

)
)
)
Application of Pierce & Dehlinger ) Case No,
for the amendment of Order No. R-4560 ) 5277
Lea County, New Mexico. )

)

)
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BEFORE: Richard L. Stamets, Examiner.

TRANSCRIPT OF HEARING

APPEARANCES

— e et e e e e e e e e

For the Mew Mexico 0Oil William Carr, Esq.
Conservation Commission: Legal Counsel for the
Commission

State Land Office Bldg.
Santa Fe, New Mexico
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CASE 5277

L

‘MR, STAMETS: Call the next Case, 5277.
MR, CARR: Case 5277. Application of Pierce &

Dehlinger for the amendment of Order No. R-4560, Lea

County, New Mexico,

MR, STAMETS: The testimony to be offered in
Case 5277 was heard in Case 5251 on June 19, 1974, and if
there are no objections, the record in Case 5251 will be
‘incorporated in Case 5277. 1If there are no objections

the record will so be incorporated.
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CASE 5277

STATE OF NEW MEXICO )
SS.

Nt N

COUNTY OF SANTA FE

I, RICHARD L, NYE, Court Reporter, do hereby certify
that the foregoing and attached Transcript of Hearing
before the New Mexico (Uil Conservation Commission was
reported by me, and the same is a true and correct record
of the said proceedings, to the best of my knowledge,

skill and ability.

ARD L, NYE “Court Reporter

I do hereby certify that the foregoing 1ﬁ
a complete record of the proceedings in

the Examiner hearjng of Case N045;7¢7€7

.......................... o M xami
New exico 011 Conservation Commissiou
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; ; BEFORE THE
, NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
June 19, 1974
EXAMINER HEARING
D
IN THE MATTER OF: )
)
Application of Pierce & Dehlinger ) Case No.
for the Amendment of Order No. ) 5251
R-4560, Lea County, New Mexico. )
| )
D e e )
BEFORE: Richard L. Stamets, Examiner,
h TRANSCRIPT OF HEARING
APPEARANCES
For the Commission: Thomas Derryberry, Esq.
Legal Counsel for the
Commission

State Land Office Bldg.
) Santa Fe, New Mexico

For the Applicant: Owen M. Lopez, Esq.
Montgomery, Federici,
Andrews, Hannahs & Buell
350 E. Palace Avenue
Santa Fe, New Mexico
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DEHLINGER-DIRECT CASE 5251

MR. STAMETS: Call the next case, Case 5251.

MR. DERRYBERRY: Case 5251. Application of
Pierce & Dehlinger for the Amendment of Order No. R-4560,
Lea County, New Mexico.

MR, LOPEZ: Mr. Examiney, my name is Owen Lopez,
I am a member of the firm Montgomery, Federici, Andrews,
Hannahs & Buell, Santa Fe, and I have one witness.

MR. STAMETS: The Witness will stand and be
sworn, please.

(Witness sworn.)

MARTIN E. DEHLINGER

called as a witness., having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR, LOPEZ:

Q Would ycu please state your name and occupation
for the record?

A My name is Martin E. Dehlinger, I'm a partner

in Pierce & Dehlinger of Midland, Texas.

Q And are you familiar with the Application in
Case 52517
A Yes, sir.

Q And what do you seck by this Application, Mr,
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DEHLINGER-DIRECT CASE 5251
P 4
AGC. .k e
Dehlingex?
A We seek to get an extension of time to complete

the fulfillment of drilling of a third well, which we ob-
tained in a New Mexico 0il Conservation Order No. R-45-60.

Q Mr. Dehlinger, have vou previously testified
before the 0il and Gas Commission and had your qualifica-
tions made a matter of record?

A Yes, sir.

MR, LOPEZ: Are the Witness' qualifications
acceptable?

MR. STAMETS: They are.
BY MR, LOPEZ:

‘Q Now, turning to the previous Order you just
mentioned, Order 45-60, it is my understanding that this
Order was entered in three other cases which consolidated
for hearing, Cases Nos. 4955, 4956, 4957, is that correct?

A Yes, sir.

Q And what did, essentially, without going into
all the details, did Order R-45-60 accomplish, and I believg
when you answer this question it would be well to turn to
Exhibit No. 1.

A Exhibit No, 1 is centered on Section 13, 9

South, 33 East, Lea County, New Mexico, New Mexico 0il
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DEHLINGER-DIRECT CASE 5251

Conservation Order No. R-45-60 set out three 160-acre
force-pooled units consisting of the northwest 160 acres
of Section 13, the southeast 160 acres of Section 13 and
the‘northeast of Section 24, 9 South, 33 East.

Q And your Application in those cases to force

pool and the appointed operators was granted, is that

correct?
A Yes, sir.
Q Since the Order was entered -- and I would

request, Mr, Examiner, that you take additional notice

of the Order in those Cases, Order R-45-60 -- there was
a schedule of drilling to which you were to adhere to,

is that not correct?

A Yes, sir. We had to start the first well by
September the 30th, 1973. We did start our first well in
the southeast corner of Section 13 on August 18, 1973;
we reached TD September the 19&h, 1%73; thec well was
ready to produce November the 8th, 1973, We drilled the
second well in the northeast quarter of Section 13; it
was spudded November l4th, 1973; reached TD December the
16th, 1973; ready to produce February 5th, 1974, We have
one location to drill remaining which will be in the
southeast of the northeast of Section 24.
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DEHLINGER-DIRECT PAGE..orrs o b.......

Q Then it is quite apparent that you are in all
respects in compliance with the original Order R-45-60
in that you completed both the wells in the northeast and
southeast of 13 within 120 days of commencement, and
coﬁmenced the second well within 90 daysvpf the completion
of the first well?

A Yes, sir.

Q Now, turning to the well you propose to drill
in the southeast of the northeast of Section 24, what are
the problems that you have encountered there?

A Our problem at the minute is lack of tubular

ods to put in this well. We have access to about 600

£00GSs

feet of 5/8ths intermediate, but we need about 4000 feet.

We have two alternate sources of 5-%-inch casing, or
4-%, for the oil string, one from a 13,000 foot well which
we may be plugging shortly, and also we were talking to a
man who is plugging a Bough C well about 6 wmiles to the
southwest of this area, in which case we would have our oil
string but we would still be looking for some more
intermediate casing.

Q In order to be in strict cowpliance with Order
45-60, I believe you stated that the last well was
completed in Section 13 on February 5th, 1974, therefore
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DEHLINGER-DIRECT CASE 5251

in order to be in compliance with the Order you would have
had to commence drilling of the well we are now discussing
on or before May 6, 1974, is that correct?

A Yes, sir.

Q And, is it true that at that time you made
efforts to contact the Commission to seek an extension of
time in which to commence the drilling of the well due to

your inability to obtain the necessary materials to drill

the well?
A Yes, sir.
Q Could you tell the Commission the approximate

depth of these wells and the cost: to complete them?

A These wells are drilled to 97C) feet TD and
it will cost $250,000 pumping , completed on the pump.

Q All right. Now that you have mentioned the
pump, have you been able to obtain a pump for this well in
the northeasé of Section 24, and if you have, when did
you obtain the pump?

A Yes, sir. We purchased a Lufkin 456
Uhit, Miller and Miller Auction, March 12th, 1974,Afor
$27,500,

Q So you had the pump well within the period in

which you could commence the drilling of the well but just
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DEHLINGER-DIRECT CASE 5251

were unable to obtain the other materials, is that correc;?

A Yes, sir.

Q Is this a common problem in the oil and gas
industry now, the acquiring of materials for drilling
purposes?

A Yes, sir. You better have everything you need
before you start.

Q How about the obtaining of rigs to drill the
_% wells, are you also encountering difficulties in this
area?

A Yes, sir. You have to get in line for one and
they won't give you a commitment of a date; take it when
you get it. :

Q However, you are eager to drill this well in

the northeast of 24, is that correct?

A Yes, sir.
Q Have you already staked this location?
A Yes, sir. This well has already been staked.

It was staked at the same time we staked the other two,

Q Then, is it your opinion that the granting of
your Application for an extension of time in which to
commence the drilling of this well will prevent waste and

protect correlative rights?

! THE NYE REPORTING SERVICE
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DEHLINGER-DIRECT CASE 5251
Page........ ... D
‘ A Yes, sir.
Q Now, Mr. Dehlinger, turning to another portion

of Order R-45-50, with respect to notifying other interest
owners of estimated well costs, although this was not
contained in your original Application, do you feel it
necessary to have that provision of the Order, Paragraph 4

of the Order, amended in some respect?

A Yes, sir, in that we're not able to move and get
rigs within the restricted time limit we need flexibility

? to get us a rig after the order is set out,

Q For the benefit of the Commission I feel I
should read that portion of the Order which states that:

(Reading) The operators shall furnish the Commission and

| each known working-interest owner in each separate unit

an itemized schedule of estimated well costs at least 30

days, but no more than 45 days, prior to the commencing

of said well on said unit. (End of reading.) 1s it

your opinion that once you have notified. the other interest
owners that it would be most difficult to comply with the
Order in commencing the well within two weeks after they

give notification of whether they intended to share in

the well cost?

% ’ A Yes, six, it would.

-
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DEHLINGER-DIRECT CASE 5251

Q Do you have a proposal that you feel would be
equitable to all parties which you would like the Commis-
sion to consider in amending this portion of the Order?

A Yes, sir, we would like to send out our AFE's
and they would have 30 days to make their decision.
After that time we would try to get us a rig and we would
probébly know within 10 days or two weeks of the date
we will actually get one, and at that time we could give
them a second notice that we have a rig and will be
dfilling in 10 days or 2 weeks, and at that point,
théy should either put up their money or go under the
penalty clause for the original cdonservation forced-
pooling order.

Q Is it true that all the working-interest owners
in Section 13 are also the same that are in the northeast
of 247

A Well, there is a little variation.but basically
they are the same, yes, sir.

Q And did all the interest owners agrce to share
in the two wells in 13?

A Yes, sir,

Q Is it also your opinion that after you gave the

30-day notice in which they would either have to decide

THE NYE REPORTING SERVICE
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DEHLINGER-DIRECT CASE 5251

to share or not to share in the well costs that you would
be willing to place a maximum date after that date, or
maximum period in which you would commence the drilling?

A Yes, sir.

Q What is that date; what is that time period?

A Well, we would have it within 30 or 45 days
we could be drilling after that second.

Q You mean the first notification, after the 30-
days notice --

A (Interrupting) We would like to have three
months.

Q 90 days?

A 90 days after that first notification.

Q Then, if I covld review this a little bit: The
interest owners would proceed as they are under the pre-
sent Order but they would be notified of the AFE and have
to decide whether or not to share within the 30 days, then,
rather than putting up the money at that time, you would
have three months after that period in which to obtain
the necesSary materials and the rig and they would already
have decided wnether to share or not share., But upon
obtaining a rig then you would give them 10 days, 2 weeks

notice to get their money in and you could go ahead and

THE NYE REPORTING SERVICE
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DEHLINGER-DIRECT CASE 5251
CROSS Page........ ..L&

proceed to drill, is that correct?
A Yes, sir.
Q And you feel that that is fair and equitable?
A Yes, sir.

MR, LOPEZ: At this time, Mr. Examiner, I would
like to introduce Exhibit No. 1, but first, was Exhibit
No. 1 prepared by you or under your direction?

MR. DEHLINGER: Yes, sir.

MR. LOPEZ: I would like to introduce Exhibit
No. 1.

MR, STAMETS: Exhibit No, 1 will be admitted
into evidence.

(Whereupon, Applicant's Exhibit No.

1 was admitted into evidence.)

MR, LOPEZ: That's all of this Witness.

CROSS EXAMINATION

BY MR, STAMETS:
Q Mr. Dehlinger, how long do you feel it will be

between today and the date you would reasonably figure to

get this well started?

A I1f we get a rig capable of drilling up in this
country, it takes about 30 days to drill it, and if we

got one that was -~ starting one right now -~ and he says,
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DEHLINGER-CROSS CASE 5251

'it would take a minimum of

'"Well, I'll move over to you,'
30 days. 1If somebody else was ahead of us, why it would
just depend on how many were ahead of us.

Q What I'm wondering is, how long should an Order

give you in which to commence the drilling of this well;

90 days, 120 days?

~on well cost is within the scope of this Hearing. However,

“we will discuss that with the legal staff subsequent tc thig

A I think actually if we give him 30-days notice
and if you can give us 90 days, that would giVe us 120
days to get that well started; I think we can do that,

Q You really need 120 days from the daie of the
order until you would actually have to start the well,
actually start deilling?

A Well, 120 days from this date right here.

Q Okay. Would it be possible *that you would need
some sort of administrative extension to that?

A Anything is poésible nowadays.

MR, LOPEZ: We would like to request such for
the record,
MR, STAMETS: Okay. I don't believe that

your proposal on changing the notification procedure

Hearing. If there is anything that can be done on that we

THE NYE REPORTING SERVICE
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CASE 5251

o

b may do it. However, it is possible that this would have

to be readvertised, a change to Section 4 of the Order,
Paragraph 4 of the Order, and if you would propose to re-
advertise this Case today, including that proposed change,
; then we could hold up writing an order on this until it was
readvertised and the time for thét case came and went,

MR, LOPEZ: That would be most agreeable ésdhtas I

! can get in an application and we can readvertise it, but

then I don't think we would need another hearing on it,
would we?
MR, STAMETS: No, and I would appreciate it if

¢ for the revised

an
o
[yH

you would submit some proposed iangi

Paragraph 4 of the original order.
Are there any other questions of the Witness?

If not he may be excused, Anything further in this Case?

We will take the Case under advisement.
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- STATE OF NEW MEXICO )
) SS.

COUNTY OF SANTA FE )

I, RICHARD L. NYE, Court Reporter, do hereby certify
that the foregoing and attached Transcript of Hearing be-
fore the New Mexico 0Oil Conservation Commission was
reported by me, and the same is a true and correct record
of the said proceedings, to the best of my knowledge,

skill and ability.

HARD L. NYE, C?;{rt Reporter

I do hereby certify that the Toregoing Sw
a complete racord of the proceedings in

the Sxaminer hearing of Case No.wl et A..,.,
heard b¥ me ON.... @ ppsn 19 L2

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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BEFORE THE _
NEW MEXICO OIL CONSERVATION COMMISSION

Santa Pe, New Mexico
June 5, 1974

EXAMINER HEARING

— et et e et e e At A Gt Mt e e e e dem e e e e mme e ——

)
)
IN THE MATTER OF: )
)
Application of Pierce and Dehlinger ) Case No.
for the amendment of Order No. R-4560, ) 5251
Lea County, New Mexico. )
)
_______________________ )
. BEFORE: Daniel S. Nutter, Examiner.
TRANSCRIPT CF HEARING |
APPEARANCES
For the New Mexico 0il Thomas Derryberry, Esq. ;
Consexvation Commission: Legal Counsel for the ;
Commission ﬁ
¢ State Land Office Bldg.

Santa Fe, New Mexico }

- THE NYE REPORTING SERVICE
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CASE 5251

MR. NUTTER: The Hearing will come to order,
please. The first Case we will take this morning will be
Case No. 5251.

MR. DERRYBERRY: Case No. 5251, application of
Pierce and Dehlinger for the amendment of Order No. R-4560,
Lea County, New Mexico. We have received a communication
from the attorney for the applicant which requested that
this Case be continued until June 19th.

MR. NUTTER: Case No. 5251 will be continued to
the Examiner Hearing scheduled to be held at this same place

9 o'clock A.M., June 19th, 1974,
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CASE 5251

STATE OF NEW MEXICO )}
) ss.

COUNTY OF SANTA FE )

I, RICHARD L. NYE, Court Reporter, do hereby certify
that the foregoing and attached Transcript of Hearing be-
fore the New Mexicc 0Oil Conservation Commission was
repoxted by me, and the same is a true and correct record
of the said proceedings to the best of my knowledge,

skill and ability.

;, Court Reporter

-

I do hereby certify that the foregoing is
a complete record of the proceedings 1_rlxl
the Examiner hearing Case No.w2% Ttd
lheard by me on/ .................. . 192 ....... .

................................................... , Bxaminer
New Mexlco 011 Conservation Commission
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TEL. {805} 982. 0388
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JAMES L. PIERCE
MASRTIN E DEFILINGER

PienceE & DEHLINGER
815 PETHROLEUM BUILDING
MIDLAND, TEXAS 79701

King Resources Company
P. 0. Box 9698, So. Denver Sta.
Denver, Colorado 80209

Mr. Alex Clarke, Jr.
Area Superintendent
Amoco Production Company
P. G. Box 367

Andrews, Texas 79714

Gentlemen:

TELEPHONE:
915 - GB2.5731

February 6, 1975

Pierce & Dehlinger
Exchange Qi1 & Gas "A"™ No. 1
Lea County, New Mexico

Attached is a copy of the drilling contract we have obtained from MGF
Drilling Company for dritling the Pierce & Dehlinger No. 1-A Exchange
0i1 & Gas well, Section 24, T-9-S, R-33-E, lLea County, New Mexico, which
is being drilled pursuant to New Mexico 0i1 Conservation Commission
Order No. R-4560-A, a copy of which is attached.

We anticipate commencement of this well within ten (10) days to two (2)

weeks and request an eariy indication of your intent to join in the
well. /

MED :mph S

Attachnents

cc:

New Mexico Oi]wponservatibn Commission
Hobbs; New Mexico 88240




Daywork Contract
Aparoved fuly, 1074
3M 1024

INTERNATIONAL ASSOCIATION OF DRILLING CONTHACTORS
ROTARY DRILLING BID PROPOSAL AND
DAYWORK DRILLING CONTRACT

Plcasc subinit bid on this drilling contract form for performing the work outlined below, upon the terms and for the consideration set forth, with the
understznding that if the bid is aceepted by

.M.

this instrument will constitute a contract between us. Your bid should be mailed or
on 3 to the following address:

delivered not later than

THIS AGREEMENT, made and entered into on the date hercinafter set forth by and betwcen the partics herein designated as “Operator” and
“Contractor”.

OPERATOR: v Pierce & Dehlinger
ADDRESS: 815 Petroleum Building

Midland, Texas 79701 ' )
CONTRACTOR: M-G-F Drilling Co., Inc.

405 N. Big Spring Street

ADDRESS:

Midland, Texas 79701 B

IN CONSIDERATION of the mutual promiscs, conditions and 2greements herein contained and the specifications and special provisions set forth in
Exhibit “A” and Exhibit “B” attached hercto and made a part hercof, Opcerator cngages Contractor as an Independent Contractor to furnish the

equipment and labor to drill the hereinafter designated well or wells on a daywork basis.

Contractor agrees to furnish equipment meeting the specifications designated hercin, and capable of drilling to the depth indicated herein, including
equipment capable of drilling in the water depths herein indicated if this Céntract involves 2 marine operation. Contractor further agrees, subject to all
other applicable clauses of this Contract, to provide any and all services requived according to the specifications stated herein. It is expressly understood
and agreed to by Opciator and Contractor that such services are performcﬁ at the appropricte daywork ratce, and the performance of such services by
Contractor in no way subjects him te liability for 2ny risk not clsewhere assumed by him under the terms of this Contract. Centractor agrecs to perform
all work to be conducted by him under the termis of this Contract in accordance with the ozders and ditections of Operator, with duc diligence and care
2n1 in 2 good and workmanlike manner, and agrees to provide competent supervision of the work performed hereunder.

1. LOCATION OF WELL:

Wellpame - Exchange Oil & Gas A-~1
- Parish/ Field
County: Lea Statc: New Mexico Name:
i d
}1’255‘2‘;‘.'.3‘2,22 Section 24, T-9-S, R-33-E

1.1 Additioral Well Locations or Arcas:

2. COMMENCEMENT DATE:
Contractor agrees to use best cfforts to commence operations for the drilling of well by the_] 5 day of

upon completion of Hanson Qil Amoco # 2.

3. DEPTH: ‘
3.1 Well Depth: The well(s) shall be dritled to depth of approximatcly____.._gé_qg__ feet, or to the Bough "C"

formation, whichever is decper, but Contractor shall not be required hercunder to drill said well(s) below a maximum depth of .. 10,000 feet,
unless Contractor and Operator mutually agrec to drill to a greater depth,

February L1975, or

4. DAYWORK RATES:
Contractor shall be paid at the following rates for the work performed hercunder.
4.1 Mobilization: Opecrator shall pay Contractor a mobilization fec of $
$ __Z.£>_§Q_-_QQ_.pcr 24 hour day. This sum shall be due and payable in full at the time the tig is rigged up oz positioned at the well site ready to

or a mobilization day rate of

spud. Mobilization shall include:

ot a demobilization day rate duting tear

4.2 Demobilization: O{;crator shall pay Contractor a demobilization foe of §
down of § ,.__2_9_5_.0_:.9._._ per 24 hour day, provided hiowever that no demobilization fec shall be payable if the contract is terminated due to the
totzl Joss or destruction of the rig. Demobilization shall include: . la Y“‘zsLdOWn d(_?f[‘i(‘.k . ——— e et e e e

4.3 Moving Rater During the time the g is in transit ¢ or from _a _diill site, or between drill sites, corepencing on

» Optator shall pay Conuractor a sum of $ ...2650.00 per twenty-four {24) hour day,

4.4 Operating Day Rates For work performed per twenty-four (24) howm day with e man crew the opcrating day rate shall be:
- Depth biavaly
— From SOSN X e Nithowt DrillVipe_ . e WDl e
e e e T T L U . 1t & § L} A ORI ITSURI & 3 & F 1
.......... 0 ... 1 12.- - $ ,_.__2'_(’.§_Q:.Ovod._-, per day $ ..___..-21.(.’.:5.(.)4.20 0. per day
SRR $ pee day S e Per day
Using Operator'sciill pipe S perday.

(Daswork Controct — PPage 1)




Approvid July, 1074

I under the shove colume "With Deill ipe’” no doy rates are speeified, the daywork rate per twenty-four fioar day when drill pipe is in use shall be-the
applicable daywork rate specifi=) in the colunm “Without Drifl Pipe” plus compensation for any drill pipe actually used at the rates specificd biclow,
computed on the basis of the mexinum drill pipe in use 1t any tmc during cach twenty-four hour day.

DRILL PIPE HATES PER 24 HOUR DAY

Directional or

Steaight Hele Sire Uncontrollahle Deviated Hole Size, Grade

$ per fi. i O s per ft. e
— e per fr [, P $ per ft.

$ - perft. — $ — e per ft,

Brifl pipe shall be considered in use not only when in actual use but also while it is being picked up or laid down. When diill pipe is standing in the
dertick, it shall not be considered in use, provided, however, that if Contractor furnishes special strings of drill pipe, drill collar, and handling tools as
provided for in Exhibit “A”, the same shall be considered in use at all times when on loca:“on or until released by Operator. In no event shall fractions of
an hour be considered in computing the amount of time diill pipe i+ in use but such time shall be computed to the neacest hour, with thirty minutes or
more being considered a full hour and less than thirty minutes not to be counted.

Operating rate will begin when the drilling unit is rigged up at the drilling location, or positioned over the location during marine work, and ready to
comence uperations; and will cease when the rig is ready to be moved off the tocation,

4.5 Repair Rate: In the event it is necessary to shut down Contractor’s rig for repairs, excluding routine rig servicing, while Contractor is petforming
daywork hereunder, Contractor shall be allowed compensation at the applicable daywork rate for cach perind of shutdown time up to 2 maximum of
hours for cach thirty (30) day period. Thereafter, Contractor shall be

hours for any one repair job and a total of
per twenty-four (24) hour day.
shall not be included in computing the number of hours of shutdown time.

4.6 Standby Time Rate with Crews: $ 2@9_«__0_9__ per twenty-four (24) hour day. Standby time shall be defined to include time when the
tig is shut down although in readiness to begin or resume opcerations but Contractor is waiting on orders of Opcerator or on materials, scrvices or other

items to be furnished by Qperator.

4.7 Force Majcure Rater $ 2650.00 per twenty-four (24) hour day for any continuous period that normal operations are suspended or
cannot be carricd on duc to conditions of force majeure as defined in Paragraph 16 hereof. It is, however, understood that Opcerator can release the rig in
accordance with Operator’s right to direct stoppage of the work, effective when conditions will permit the rig to be moved from the location.

4.8 Recimbursahle Costs: Operator shall reimburse Contractor for the costs of matcrial, equipment, work or services which are to be furnished by
~ percent for such

compensated at a rate of $

Opcrator as provided for herein but which for convenicnce are actually furnished by Contractor at Operator’s request, plus —
cost of handling.

4.9 Revision in Rates: The rates and/or payments hetein sct forth due to Contractor from Operator shall be revised to reflect the change in costs if
the costs of any of che items hercinafter listed shall vary by more than 2% percent from the costs thereof on the date of this Contract or by the
same percent after the date of any revision pursuant to this paragraph: -

(a) Labor costs, including all bencfits, of Contractor’s personncl;
{b) Contractor’s cost of insurance premiums;

(¢} Contractor’s cost of fuel, the cost per gallon/MCF being $ N

(d) Contractor’s cost of catering, when applicable; E

(c) 1f Operator requires Contractor to increase or decrease the number of Contractor’s personnel;

(f) Contractof’s cost of spare parts and supplics with the understanding that such spare parts and supplics constitute...______ pereent of
the Operating Rate and that the parties shall use the U. S. Burcau of Labor Statistics Oilfic!d Drilling Machinery and Equipment Wholesale Price Index
(Code No, 1191-02) to determine to what extent a price variance hes occurred in said spare parts and supplies.

5. TIME OF PAYMENT:
_ Subject to Operator’s right to require that Contractor furnish him with satisfactory evidence that Contractor has paid all labor and material claims
chargeable to Contractor, payment becomes due by Operator to Contractor as follows:

5.1 Paymcnit for mobilization, drilling and other work peiformed at applicable day rates, and all other applicable charges shall be duc Gpon
acceptance by Operator of the work performied in accordance with this Contract, upon presentation of invoice theretor upon completion of mobilization,
completion of the well, or at the end of the month in which such work was performed or other charges are incurred, whichever shall first occur. All
invoices may be mailed to Operator at address hereinabove shown, unless Operator docs heteby designate that such invoices shall e mailed as follows:

2

5.2 Any sum or sums not paid within 30 days after the date of invoice shall bear interest at the rate of 11 | percent per

. @nnuUm ___or the maximum legal rate, whichever is less, from such date until paid.

$.3 Attorney’s Fecs: If this Contract is placed in the hands of an attoracy for collection of 2ny sums due hercunder, or suit is brought on same, or
sums due hereundcer are collected through bankruptey or probate proceedings, then Operator agrees that there shall be added to the amount duc
reasonable attorncy’s fees and costs.

6. TERM:

6.1 Duration of Contract: This Contract shall remain in full force and effect until drilling opcrations are completed on the well or wells specified in
Pa:agraph t above, or for 2 term of , commencing on the date spzcified in Parageaph 2 above.

6.2 Extension  of Tero Operator may cxtend the term  of this Conteact’ for . wells) or for a period
of by giving notice to Contractor at least . ___days prior to completion of the well then being drilled or by

6.3 Early Termination:
_ (a) By Either Party: UEon giving of written notice, cither party may terminate this Contract when conditions of force taajcure, total loss or
destruction of the rig, or a mjaor breakdown with indcfinite repair time necessitate stopping operations hereunder.

(b) By Opcrator: Notwithslandiﬁlg the prcvisions of Paragraph 3 with respect to the depth to be drilled, Opcerator shall have the right to dircet
the stoppage of the work to be performed by Contractor hereundee at any time prior to reaching the specificd depth, and even though Contractar has
made no default hercunder. In such event Operator shall reimburse Contractor as sct forth in suh-paragraph 6.4 heecof.

() By Contractors Nctwithstanding the provision of Paragraph 3 with respect 1o the depth to be drilled, in the event Operator shall beceinc in-
solvent, or be adjudicated a bankrupt, or file, by way of petition or answer, a debtor's petition or other pleading secking adjustment of Operator's debts,
under any bankruptey or debtor’s relief laws now or hereafter prevailing, ot if any such be filed against Operator, or in ¢ase a receiver e appointed of
Opaiator or Operator's propeity, o1 any part thexeof, or Operator's affaits be placed in the hands of a Creditor's Cormittee, Contractor may, at his option,
elect 1o terminate further performance of any work under this Contract and Contractor's right to compensation shall be as set forth in subparagraph 6.4
hereof. In addition to Contractor's right to terminate performance hereunder, Opeeator hereby expressly agices to protect, indemnify and save Contractor
harmless from any <ldims, demands and causes of action, including all costs of defense, in ({mr of Opcrator, Operator's joint venturers, or other patties
arising out of any drilling cotnmitments or obligations contained in any lease, farmoat agrecment or other agecanent, which may be aflected by such
termination of performance heteunder.

6.4 (a) Il such tenuination occurs prior to the spudding of the weil, Operator shall pay to Contractor the sum of the following: (1) all expenses
reasonably and necessarily incurred and to be incurred by Contcactor by reason of the Contract and by reason of the premature termination of the waork,
including the expense of drilling or other crew meombers and supetvision dircetly assigned 10 the v, (2) Ten pereent (10:8) of the amount of such
reinibursable expenses; and (3) a sum calevlated at the standby rate (or alb timie from the date vpon which Contractor cominences any operitions
hereunder down to such date subsequent to the date of termination as will afford Contractor reasonable tinie to disnantle his rig and caquipment provided
howevey, if this Contract is for a term of more than one well or for a period of time, Opetator shall pay Contractor, in addition to the above, the fotee
majeure rate less any unnceessary labor from that date subsequent to tenmination upon which Contractor completes dismantling his eig wind cquipraent

unti} the end of the tarm or e e s+ o 1ot mm

(5} 3 such termination occurs after the spuddinli of the well, Operator shatl pay Contractor (1) the amonat for all applicable daywodk rates and
all other charges and reimbursements due to Contractor; but in no cvent shall such s, exclusive of reimbursements due, be less than viould

been catned Cor e days at the applicable day rate “Without Drill Fipe’® and the actual amount dhre for deill pipe uvred in aceordance with the
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above rates; or at the election of Contractor and in licu of the foregoing, Operaror shall pay Cantractor for 2l evpenses reasonably and necessanily
incureed and to be incurred by season of this Contract and by reason of such premature tennination plus a fump sum of $ .
provided, howevar, if this Contract is for a term of inoze than one well or for a periad of time, Operator shall pay Contractor, in addition 1o the above,

the force majeure rate less any unnecesary labor from the date of termination until the end of the termor . ——

7. CASING PRROGRAM:

Contractor shall drilt a well sufficicnt in size to set, at the approximate depths indicated, the size casing specified in the casing pro,l'::ram provisions of
Exhilit “A", Qperator shall have the right o designate the points at which casing will be set and the manner of setting, cementing and testing. Operator
niay modify the casing program, however, any such modification which matcrially inceeases Contractor'’s hazards or costs can only be made by matusl
consent of Opceeator and Contractor and upon zgrcement as to the additional compensation to be paid Contractor as a result thercef.

8. DRILLING MEYHODS AND PRACTICES:

8.1 Contractor shall maintain well contro! equipment in good condition at all times and shall use 2l reasonable means to control and prevent fires
and blow-outs and to protect the hole.

8.2 Subjcct to the terms hercof, and at Operator’s cost, at all times during the drilling of the well, Operator shall have the right to control the mud
program, and the drilling fluid must be of a type and have characteristics and be maintained by Contractor in accordance with the specifications shown in
Exhibit “A™. :

8.3 Contractor will conduct operations to comply with all laws, rules, orders, and regulations, Federal, State, and Local, which are applicable to
Contractor, Contractor's business, equipanent, and personnel engaged in operations covered by this Contract, including but not timited to those sct forth
in Exhibit “i3",

8.4 Contractor shall kecp and furnish to Opecator an accurate record of the work performed and formations drilled on the IADC-API Daily Drilling
Report Form or other form acceptable to Operator. A legitle copy of said form signed by CTonteactor’s representative shall be furnislicd by Contractor to
Opcerator.

8.5 If requested by Operator, Contractor shall furnish Operator with copy of delivery tickets covering any material or supplics provided by Opcrator
and receiveu Ly Contractor. :

9. INGRESS, EGRESS, AND LOCATION: .

Operator hereby assigns to Contractor all necessary rights of ingress and cgress with respect 16 the ‘tract on which the well is to be located for the
performance by Contractor of all work contemplated by this Contract. Should Contractor be denied free access to the location for any reason not
reasonably within Contractor’s control, any time lost by Contractor 3s 2 result of such denial shall be paid for at the applicable rate.

10. SOUND LOCATION:

Opcrator shall prepare a sound location capable of properly supporting the drilling rig, 2nd shall be responsible for a conductor pipe program
adequate to prevent soil and sub-soil wash out. It is recognized that Operator has supcerior knowledge of the location and access routes to the location,
and must advise Contractor of any sub-surface conditions, or obsiructions which Contractor might encounter while en route to the location or during
opctations hereunder. In the event sub-surface conditions cause a cratering or shifting of the location surfzce, or if scabed conditions prove unsatisfactory
to propeily support the rig during marine operations hetcunder, and loss or damage to the rig, its associated equipment or personnel results therefrom,
Operator shall, without regard to other provisions of this Contract, including Paragraph 14.3 hereof, reimburse Contractor to the extent not covered by
Contractor's insurance, for all such loss or damage including payment of force majeure rate during repair and/or demobilization if applicable.

11. EQUIPMENT CAPACITY:

If applicable hereunder, operations shall not be attempted where canal or water depths are in excess of feet, or under any other
conditions which exceced the capacity of the cquipment specified to be used hercunder. Contractor shall make final decision as to when an operation or

attempted opcration would exceed the capacity of specified cquipment.

12. TERMINATION OF LOCATION LIABILITY:

When Contractor has complicd with all obligations of the Contract regarding restoration of Operator's location, Operator shall thereafter he liable
for damage to propecty, personal injury or death of any person which occurs as result of condition of the location and Contractor shall be relieved of such
Tiability; provided, howcver, if Contractor shall subsequently reenter upon the location for any reason, including removal of the rig, any term of the
Contract relating to such rcentry activity shall become applicable duting such period.

13. INSURANCE: .

During the life of this Contract, Contractor shall at Contractor’s expense maintain, with an insurance company or companies authorized te do
business in the state where the work is to be performed or through 2 sclf-insurance program, insurance covecages of the kind and in the amounts set forth
in Exhibit “A". Contractor shall, if requested to do so by Operator, procure fromn the company or companics writing said insurance a certificate or
cerlificates that said insurance is in full force and ¢ffect and that the same shall not' be cancelled or materially changed without ten (10) days prior writica

notice to Operator.

14. RESPONSIBILITY FOR LOSS OR DAMAGE:

14.1 Contractor’s Surface Equipment: Contractor shall assume lability at all times, for daniage to or destruction of Contractor’s surface equipment,
including but not limited to 2l drilling tools, machinery, and appliances for use above the surface, regardless of when or how such damage or destruction
octurs, and Operator shall be under no liability to reimburse Contractor for any such loss except toss or damage under the provisions of Paragraphs 10 or
14.3.

14.2 Contractor’s In-l{ole Equipment: Operator shall assume Jiat .+ times for damage to or destruction of Contractor’s in-hole equipment,
including but not limited to, drill pipe, drill collars, and tool joints, and Opi.ator shall reimburse Contractor for the value of any such loss or damage; the

value to be determined by agreement between Contractor anu Operator as 2 XY perecet =0 eyrrent pew replacement cost of such equipment

delivered to the well site.

14.3 Contractor’s Equipment—Envitonmental Loss or Damage: Notwithstanding the provisions of Paragraph 14.1 above, Operator shall assume
tiability at all times for damage t+ : destruction of Contractor's cquipmient caused by exposure '0 highly corrosive or otherwise destructive clements,
including those introduced into tiie drilling fluid.

.. 14.4 Operator's Equipments Operator shall assume liability at all times for dainage to or destruction of Operator's c(‘uipmcnt. including but not
limited to casing, tubing, well head equipment, and platform if applicable, and Contractor shall be under no liability to reimburse Operator for any such
loss or damage,

14.5 The Hofe: In the event the hole should be lost or damaged, Operator shall be solely responsible for such damage or loss to the hole, including
the casing thercin.

14.6 Underground Damage: Opcrator agrees to defend and indemnify Contractor for any and all claims against Contractor resulting from operations
under this Contract on account of injuty to, destruction of, orloss or fimpsirment of any property right in or to oil, pas, or other mineral substance or
watcer, if at the time of the act or omission causing such injury, destiuction, loss, or tmpairment, said substance had not been reduced to physical
possession above the surface of the carth, and for any loss or damage to any formation, strata, or resaivoir beneath the sutface of the carth.

14.7 Inspection of Matcrials Furnished by Operator: Contractor agrees to visually inspect all materials furnished by Operator before using same and
to notity Operator of any apparcat defects therein, Contractor shall aot be liable for any loss or damape sesulting from the use of materials furnished Ly
Qperator.

14.8 Contractor’s Indemnification of Operators Subject to the provisions of Ardicle 12 hercof, Conteactor agrees to protect, defend, indemnify and
save Operator and its joint owners harmless from and ayainst afl claims, demands, and causes of action of every kind and character, without limit and
without regard to the cause or causes thereof or the ncglftgcnv:c of any panr, arising in connection herewith in favor of Conuactor’s cimployces,
Contractor's subcanteactors or their eployecs, on account of badily injury, death or damage to propeny.

_ 14.9 Operaror's Indemnification of Contractors  Operator ageees to proteet, defend, indemnify and save Conteactor hanmless from and against all
claims, demands and causes of action of every kind and character, withouc limit and without regard t0 the cause or causes thereof or the neglizenee of any
party, ansing in connection herewitl in favor of Operator’s employces, Operstor's contiactors or their employees, other than those identified in 14.8
above, on account of hodily injury, death or damage to property.

14.10 l.f:qui!?l)’ for Wild wells Operator shall be liable for the cost of ey {ning control of any wild well, as well as for cost of reaioval of any dehris,
and shall indenmify Contractor in this regand.

. 14,11 Pollution and Contaminaion: Nowwithstanding anything to the contrary contained herein, except the provisions of Patagraphs 10 and 12, it
is understoad and agreed Ly and between Conteactor and Operator that the responsibility for pollution and contamination shall be as follows:
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(a) Contractor shall assume all responsibility for, including control and removal of, and protect, defend and save harmless Opcerator from and
against all claims, demands and causes of action of every kind and character arising fiom pollution or contamination, which originates above the surface
of the Iand or water from <pills of fuels, tubricants, raator oits, noamal water hase drilling (I‘:nid and attendant cuttings, pipc dope, paints, solvents, ballast,
bilge and gatbage wholly in Cantractor’s possession and control arud directly associated with Contractor's cquipment and tacilities.

(b) Operator shall assume all rcgmnsibilily for, including control and remmovsl of, pro...: . defend and save Contractor hamiless from a‘n:i
against all claiins, demands, 2nd causes of action of every kind and character arising from all other poltation or contamination which may occur duting
the conduct of operations ercunder, including but ot timited to, that which may result from fire, bfowout, cratering, seepage or any other uncontrofled
flow of oil, gas, water or other substance, as well as, the use or disposition of ail emulsion, oif base or chemically treated drilling fluids, contaminated
cuttings or cavings, tost circulation and fish recovery materials and fluids,

(c) In che event a third party commits an act or ornission which results in pollution or contamination for which cither Contractor or
Operator, for whom such party is perfouming work, is held to be legally liable, the responsibility therefor shall be considered, as between Contractor and
Operator, to be the same as if the party for whom the work was performed had performed the same and all of the obligations respecting defense,
indemnity, holding harmless and limitation of responsibility and liability, as sct forth in (2) and (b) above, shall be specifically applied.

14.12 Conscquential Damages: Neitlier party shall be liable to the other for special, indirect or consequential damages resulting froni or arising out
of this Contract, including, without limitation, loss of profit or business interruptions, however same may be caused. .

15. NO WAIVER EXCEPT IN WRITING:
1¢ is fully understood and agreed that none of the requirements of this Contract shall be considered as waived by cither party unless the same is done
in writing, 2nd then only by the persons exccuting this Contract, or other duly authorized agent or representative of the party.

16. FORCE MAJEURE:

Neither Qperator nor Contractor shall be lable to the other for any delays or damage or any failure to act due, occasioned or caused by reason of
any laws, rules, regulations or orders promulgsted by any Federal, State or Local governmental body or the rules, regulations, or orders of any public
body or official purporting to cxercise authority or control respecting the operations covered hereby, including the procutance or use of tools and
equipment, or due, ocgasioned or caused by strikes, action of the clements, water conditions, inability to obtain fuel or other critical materials, or other
causes beyond the controt of the party affected thereby. In the cvent that either rarty hereto is rendered unable, wholly or in part, by any of these causes
to catry out its obligation under this Contract, it is agrced that such party shall give notice and details of Force Majeure in writinf; to tiic other party as
promptly as possible after its occurrence, In such cases, the obligations of the party giving the potice shall be suspended during the continuance of any
ALty 36 vausd ¢XCpi that Oparator shall be obligated o pay to Contractor the Foree Majeure Rate provided for in Paragraph 4.7 above.

17. INFORMATION CONFIDENTIAL:

Upon written request by Operator, information obtained by the Contractor in the conduct of drilling operations on this well, including, but not
limited to, dcr‘th, formations pencirated, the tesults of coring, testing, and surveying, shall be considered confidential and shall not be divulged by
Contractor or his employecs, to any person, firm, or corporation other than Opcrator’s designated representatives.

18. SUBCONTRACTS BY OPERATOR:
Operator may employ other contrictars to perform any of the operations o1 sewvices to be provided or performed by it according to Exhibit “A™,

: 19. ASSIGNMENT:

_ Neither party may assign this Contract to anyone other than an affifiated company without the prior written consent of the other, and prompt
notice of any such intent to assign shall be given to the other party. In the event of such assignment, the assigning party shall remain liable to the other

; ?.zrty as a guarantor of the performance by the assignce of the -terms of this Contract. If any assignment is madc that materially alters Contractor's

i inancial burden, Contractor’s compensation shall be adjusted to give effect to any increase or decrease in Contractor’s operating costs.

) 20. NOTICES AND PLACE OF PAYMENT:

All notices to be given with respect to this Contract unless otherwise provided for shall be givén to the Contractor and to the Operator respectively
at the addresses hereinabove shown. All sums payzble hereunder to Contractor shall be payable at his address hercinabove shown uniless otherwise

specificd herein,

21. SPECIAL PROVISIONS:

22. ACCEPTANCE OF CONTRACT:
The foregoing Contract is agreed to and acecpted by Operator this day of , 19 —

Plerce & Dehlinger

OPERATOR:
By:
ACCEPTED by Contvactor this S day of Tites
February 19 15 which is the
effective date of this Contract.
CONTRACYOR: M-G-F _Drilling Co., Inc,
é By
‘ Titles Drilling__Superintendent -

é - (Daywork Contract -~ Page 4)
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EXHIBIT “A”

To Daywork Contract dated ___“__,_E{}b_f';’_i},_r_x_m_&_, e ey 19__2_5
Operator -_-_R'L(lrcc_,&_D(‘.hlinQCL__- e e e e e, CONMACtOr L Nl'(.:ull AI)” l”n(.l _(;:,(,‘,_l a 4.},!1.(_".;_ RS
Well Name and Rumber . Exchange O & Gas D= e e e et e e mm

SPECIFICATIONS AND SPECIAL PROVISIONS

1. CASING PROGRAM {Seo Par. 7}

Size Weight Approximate Sctilug Depth
Conductor - in, [SERUUUIURUIPSNI | 'Y 3 { { SOOI VOISR UIPURSVIS { 1
Surface 12 3/4 T — O | 13/ { S— .A..,.~..-,--,u.,.gg.gb,_-......_..--_‘-.-_. fe,
Protcction 8 5/8 in. . e 8.0, e eeee .,_.96,0.0“4_“..“....._..-_-... {¢,
0il String 41/2 or 51/2 in. . e Mt e IO
Liner in. rens ——— T | S NSRRI {
Tubing in. - [N | 3730 / | U USRI | 3
2. MUD CONTROL PROGRRAM (Sea P:r. 8.2)
Depth Interval
(fe.) Welght Viscosity Water Loss
From To Type Mud (Ibs./gal.) (Sccs) (c<)
PER MUD CO, -
Other mud specifications: — - —

3. INSURANCE (See Par. 13)

3.1 Adequate Workmen’s Compensation Insurance complying with State Laws applicable or Employers’ Liability Insurance with Jimits of
s 100,000,00 covering all of Contractor’s employccs working under this algrccmcm.

3.2 Comprehensive Public Liability Insurance or Public Liability Insurance with limnits of § L4 00.00
injury of any ore person and § 300,000.00 for cach accident,

3.3 Comprehensive Public Liability Property Damage Insurance or Public Liability Property Damage Insurance with limits of
s _100.,000.00 for cach accident and § ..._.L0.0—'_O.Q_O_A.Q_(I._—. aggregate per policy.

3.4 Automobile Public Liability Insurance with limits of $ 100,000, 00 for the death or injury of each person and
$ 100,000,000 _ for each accident; and Automobile Public Liability Property Damage Insurance with Jimits of
s_.100,000.00 for each accident, )

3.5 In the event operations arc over water, Contractor shall carry in addition to the Statutory Workmen's Compensation Insurance, endorsements
covering liability under the Longshoremen's & Harbor Workers' Compensation Act and Maritime lability including maintenance and cure with
for any one accident,

for the dcath or

limits of § for death or injury to onc person and $
3.6 Other Insurance:

4. EQUIPMENT, MATERIALS AND SERVICES TO BE FURNISHED BY CONTRACTOR:
uipment, tools, materials, supplics, instruments, services 2nd labor hercinafter listed, including 2ny transportation required for such

The machinery, eg
at the location at the expense of Contractor unless otherwise noted hereon,

items, shall be provide
4.1 Drilling Rigs
10

Complete drilling rig, designated by Contractor as his Rig No.
Continental Emsco M-58-B
Kt AND MODEL

{ma )
lLeroi 1.-3000 466 II P each

, the major items of equipment being:

Drawworks:

Bngines: Make, Mode}, and H.P.

No. on Rig 2
No. 1 Make, Size, and PowiaC1 450 Bethelehem 8" X 18"
N:.Z M:k:,s;z:.::dpzxu __FXQ_ Gardner - Denver 7 3/4" X 16" Driven by L-3000 engine,

Mud Mixing Pump: Make, Size, and Power
Boilers: Number, Make, H.P. and W.P.
Derrick or Mast: Make, Size, and Capacity

Pumps:

131' Lee C. Moore

Substructure: Size and Capacity 9' Subgtructure
Rotary Drive: Type :
Drill Pipe: Size 5__ in. 3950 fi.; Size 4 1/2 in. 9600 f.

25 -81/4", 32 -61/4"

Dt Collars: Number and Size
Blowout Preventers:

Size Scrics or Test Pr. hiakc & Modlel Number
) 10 . 900--6000 Test Schalfer Type ™ 397 2 "“
B.O.P. Closing Unit: —

B.O.P. Accumulator: [
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4.2 Derrick timbers.,

4.3 Normal strings of drilf pipe and dnill collars specificd above,

4.4  Conventionzl arift indicator,

4.5 Circulating mud pits.

4.6 Necessary pipe racks and ripying up iaterial,

4.7  Noninal storage for mud and chemicals.

4.8  SIXIFNEMX

4.9

4.10

4.11

4.12 — —
4.13

4.14

4.15 : —
4.16

4.17

B. EQUIPMENT, MATERIALS AND SERVICES TO BE FURNISHED 8Y OPERATOR:

The mzchinery, equipment, tools, raterials, «upplics, instruments, services and labor hereinafter listed, including any transportation required for such
items, shall be provided at the location at the exjs.nst of Operator unless otherwise noted hercon.

5.1 PFurnish and maintain adequate roadway and/or canal to location, right-of-wzy. including rights-of-way for fucl and water lines, river crossings,

highway crossings, gates and catde guards.
Etake location, clear and grade location, 2nd provide turnaround, including surfacing when necessary.

5.2

5.3 Test tanks with pipe and fittings

5.4 Mud storage tanks with pipe and fittings. '

5.5 Scparator with pipe and fittings.

5.6 Labor to connect and disconnect mud tank, test tank, and separator.

5.7 -Labor to disconnect and clean test tanks 2nd separator.

5.8 Drilling mud, chemicals, lost circulation niaterials and other additives.

5.9 Pipe and connections for oil circulating lines,

5.10 Labor to fay, bury and recover oil circulating lincs.

5.11 Drilling bits, reamezs, reanicr cutters, stabilizers and speciat tools.

5.12 Contract fishing tool services and too! reatal.

5.13 Wire linc core bits or heads and wire line core catchers if required.

5.14 Conventional core bits and core catchers,

5.15 Diamond core barre] with head.

5.16 Cement and cementing service. .

5.17 Blectrical and Gamma-Neutron and Micro logging services.

5.18 Directional, caliper, or other special services.

5.19 Gun or jet perforating services.

5.20 Explosives and shooting devices. .

5.21 Formation testing, hydraulic fracturing, acidizing and other related services.

5.22 Equipment for drill stem testing.

5.23 Mud logging services.

5.24 Sidewall coring service. .

5.25 Weldiog scrvice for welding bottom joints of casing, guide shoe, float shoe, float collar and in connection with instzlling of well hcad equipment
if required.

5.26 Casigg, tubing, lines, screen, float collars, guide and float shoes and associated equipment.

5.27 Casing scratchers and centralizers.

5.28 Well he::.df cor;?ccdons and all equipment to be installed in or on well or on the premises for use in connection with testing, completion and op-
eration of wel’.

5.29 Special or added storage for mud and chemicals.

$.30 Casinghead, API scries, 1o conform to that shown for the blowout preventers specified in Paragraph 4.1 2bove.
5.31 Blowout preventer testing packoff.

5.32
5.33
5.34
5.35
5.36
5.37
5.38
5.39
5.40
5.41
B . 6. EQUIPMENT, MATERIALS AND SERVICES TO BE FURNISHED BY DESIGNATED PARTY:

' The machinery, equipment, tools, inaterials, supplics, instruments, services, and labor listed as the following numbered items inciuding any transpor-
tation required for such items unjess otherwise specified, shall be provided at the location and at the expense of the party hercto as designated by an X
mark in the appropriate column. ‘To Be Provided By and

At The Expense Of
Teem Opecator Contractor

6.1 Cellarandrunways........ e e et e e X

6.2 Fuel (located at X

6.3 Fuel Lines (Jength ) SR X

6.4 Water at source .. ... ..., e e e e e e X
; 6.5 Water well . . .. ... i it e e e e C et e e X
‘ 6.6 Waterdines ....... RN e et e, D S
: 6.7 Water storage (anks__igg____ CAPACIEY &t v it e it it e e e X

6.8 Labor to operate water well or water pump . ... ... ... e e e X

6.9 Maintenance of water well, if required ... oL L. S .. X
‘ 6.10 Mats for engincs and boilers, or motors and mud pumps .. ....... Ch e e e X
' 6.11 Transportation of Contractor’s property:
i Movein . ......c0venvnnns e et e _____X_______. ——— e
| MOVE QUL v i i it i h vt e e s s e in s e ans N/A —_—
g 6.12 Materials for “lLoxing in*" tig and derrick . . . . . e e e e X

6.13 Special strings of drill pipe and drill collars as follows:

N/A

l ! {Daywork Contract — Exhibit “A’ — Page 2}
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To Be Provided By And
At The Expense Of

Itein {Continucd) Opcrator Contractor

N/A

6.14 Kelly joints, subs, cievators and slips for use with special deill pipe ... o o000 L.
6.15 Diill pipe protectors for Kelly joint and each joint of drill pipe running inside of
Surface Casing as required, for use with normal stringsof dsill pipe . . oo 0o oo, N/A -
6.16 Drill pipe pmtccloré for Kelly joint and deifl pipe sunning inside of Frotection Casing o o o . . . . N,A
; 6.17 Coring reel with wirc line of sufficient length for coring at maximum depth specified in
L, T4 T . N/A
» 6.18 Wire line core barrel . . . .. L L e e e e N/A_
6.19 Conventional core bareel . . . . . ... L e e i e e e e, _N/A
6.20 Ratc of penetration recordiag device . oo oo it i oo i e e e _— X
6.21 Extra lzhor for running and comenting €asing . . .. vt . i e n e i i e e e X
6,22 Casing toOIS . . .t v it i et et e i i et X
6,23 Power casing tongs . ... ... e e e et e h e e e e e e X
6.24 Tubing tools . . .. . .. . it e e e e e, [ N/A
2 6.25 Power tubing tong . .. ... e e e e e it et N/A —
i ) 6.26 Swabbing unit with swabbing line . ... ..... ... .. . i iiilii L N/A
627 Swab ... ...aiiiaaa.. PP N/A
6.28 Swab lubricator L. . . ... i i i e e e e e e e N/A
6.29 Swab rubbErs ... i ceee e N/A
6.30 Crew Boals, NUMbeT o . i it ittt s e N/A

631 Service Barge .. . i . i i it e et et e,
6.32 Sctvice TUE BOat | | L . L. ...t e e et e e e .___.N&__ e

6.33 Helicopter service . . v v v i vt it et i e e e e e et e e e N/A
: 639 RAt HOIC & v v ittt aen e e oot a e et te e et e e e e e e X
6.35 Mousc Hole ..... e X =
‘ 6.36 RescTve PilS . . . it it i it i h e e e e e e [N - X
w 6.37 Frect and Dismantle Derrick . . . . 0 o it ittt ittt et e i e e e e e . X
: 6.38 UpperKellyCock .. .. .t ii ittt eenas SRR NZA
; 6.39 ‘
j' 6.40
. 6.41 .
6.42
6.43 —

7. OTHER PROVISIGNS:

For Contractor

For Operator

- ! Signed hy the
Partics as corrects

{Daywork Contract — Exhibit “A’" — Page 3)
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EXHIBIT “B'"

{Sce Paragraph 8.3)

1. EQUAL CMPLOYMENT OPPORTUNITY
A. Operator is an Equal Opportunity Employer. Ttis agreed 25 a condition of this Conteact thae unless any or all work performed hereunder is exempt
under dsecutive Order 11246 (30 Fodd, Reg. 12319) as amended, or under the rules and regulations issued thercunder, during the performance of
this Contract, the Contractor agrees as fallows:
1. The Contractor wil! nat discriminate zpainst any employce or applicant for entployment because of rzee, telizion, color, sex or naticnad origin,
The Contiactor will 1ake affiranative wction 1o ensnre that applicants are employed, 2nd that employees are treated duting employment,
without regard to their race, religion, color, sex or national oxigin, Such action thall include, but nat be limited to the following: Employment,
upgrading, demotion, or transfer; recruitnient or gecruitient advertising; layoff o1 tenmination; tates of pay or other forms of compensation;
and selection for training, including apprenticeship. The Contractor 2grees ta post in conspicuous places, available to cmrloyccs and applicants
for employm.ent, notices to be provided by the conteacting offic. « sstting fordh the provisions of this nondiscrimination clause. .

2. The Contractor will, in all solicitations or advertisements for employees placed by or on behalf of the Contractor, state that all qualified
applicants will receive consideration for employment without regard to race, refigion, color, sex or national erigin.

3. The Contractor will scnd to cach tabor union or representative of workers with which he has a collective bargaining agreeient or other contract
or understanding, a notice to be provided by the agency contracting officer, advising the labor union or workers’ representative of the
Contractor’s commitments under Scction 202 of Executive Order 11246 of September 24, 1965, and shall post copics of the notice in
conspicuous places available to employecs and applicants for employment.

4. The Contractor will comply with all provisions of Exccutive Order 11246 of September 24, 1965, and of the qules, regulations, and relevant
ordars of the Sccretary of Lzbor.

5. The Contractor will furnish all information and reports required by Executive Order 11246 of September 24, 1965, and by the rules,
regulations, and orders of the Scerctary of Labor, or pursuant theteto, and will permit access to his books, records, and accounts by the
contracting agency and the Secietary of Labor for purposes of investigation to ascertain compliance with such rules, regulations, and orders.

6. In the cvent of the Contractor’'s noncompliance with the nondiscrimination clauses of this Contract or with any of such rules, regulations, or
orders, this Contract may be cancelled, terminated, or suspended in whole or in part and the Contractor may be declared ineligible for further
Government centracts in accordance with procedures authorized in Executive Order 11246 of September 24, 1965, and such other s2nctions
may be imposed and remcedies invoked as provided in Exccutive Qrder 11246 of Scptember 24, 1965, or by rule, regulation, or erder of the
Sccretary of L.abos, or as otherwise provided by law.

7. The Contractor will include the provisions of Paragraphs 1 through 7 in every subcontract or purchase order unless exempted by rules,
regulations, or orders of Sceretary of Labor issucd pursuant to Section 2G4 of Exceutive Order 11246 of Scptember 24, 1965, so that such
provisions will be binding upoa cach subcontractor or vendor. The Contractor wilt take such action with respect to any subcontract or Eulchase
order as the contracting agency may dircct as a means of enforcing such provisions including sanctions for nencompliance; Provided, however,
That in the cvent the Contractor becomes involved in, or is threatened with litigation with a subcontractor or vendor as a result of such
direction by the contracting agency, the Contractor may request the United States to enter into such litigation to protect the interests of the

United States,

=

Filing Standard Form 100 (EEC-1) and Development of Affirmative Action Progran.

1. Contractor acknowledges that he may be required to file Standard Form 100 (EEO-1) promulgated jointly by the Office of Federal Contract
Compliance, the liqua% Employment Opportunity Commission ‘and Plans for Progress within thirty (30) dzys of contract award, if such report
has not been filed for the current year and otherwise comply with or file such other compliance reports as may be required under Exccutive
Otrder 11246, as amended and Rules and Regulations adopted thereunder.

2. Contractor further acknowledges that he niay be requited to develop a written affirmative action compliance program as requited by the Rules
and Regulations approved by the Sccretary of Labor under authority of Executive Urder 11246 and supply Operator with a2 copy of such

program if Operator so requests.

C. Nonscgregated Facilities.
Contractor certifics that he does not maintain or provide for his employees any segregated facilities at any of his establishments, and that he does
not permit his cmployees to perform their services at any location, under his control, where segregated facilities are maintained. He certifics further
that he will not maintain or provide for his cmployces any segregated facilities at 2ny of his establishments, and that he will not permit his
cmiloyecs to perform their seevices at any location, under his control, where segregated facilities are maintained. Contractor agrees that a breech
of his certification is 2 violation of the Equal Opportunity Clause in this Contract. As used in this certification, the term “‘segregated facilities”
means any waiting rooms, work areas, rest rooms and wash rooms, restaurants and other cating areas, time clocks, locker reoms and other storage
or dressing arcas, parking lots, drinking fountains, recreation or entertainment areas, transportation and housing facilities provided for employees
which are segregated by explicit directive or ar¢ in fact scgregated on the basis of race, color, religion, sex, age or national origin, because of habit,
local custom or otherwise; Contractor's policies and practices must assare appropriate physical facilities to both sexes. He further agrees that
(except where he has obtained identical certifications from roposed subcontractors for specific time periods) he will obtain identical certifications
rom proposed subcontractors prior to the award of schontracts exceeding $10,000 which are not exempt from the provisions of Equal
Ogorlumty Clause; that he will retain such certifications in his files; and that he will forward the foliowing notice to such proposed
subcontractors (except where the proposzd subcontractors have submitted identical certifications for specific time periods): “NOTICE TO
PROSPECTIVE SUBCONTRACTORS OF REQUIREMENT FOR CERTIFICATIONS OF NONSEGREGATED FACILITIES. A Certification of
Nonscgregated Facilities as tequired by the May 21, 1968, order on Elimination of Segregated Facilities, by the Secretary of Labor (33 Fed. Req.
7804, May 28, 1968), must be submitted prior to the award of a subcontvact exceeding $10,000 which is not exempt from the provisions of the
Equal Opportunity Clause. The certification may be submitted cither for each subcontract or for all subcontracts during 2 period (i.c., quarterly,
scrniannually, or annually).”

D. Penaltics
Contractor fucther understands and agrees that 2 breach of the assurance contained in Paragraphs A through C above subjects it to the provisions of
the Order at 41 CEFR Chapter 60 of the Sceretary of Labor datcd May 21, 1968. In the event of Contractor’s noncompliance with the
nondiscrimination clauscs of this Contract or with any of such sules, regulations, or orders, such noncompliance shall constitute sufficient
grounds, and the parties hercto agree to immediate cancellation of this Contract on the basis of such noncompliance with no further obligation
whatsoever on the part of the Operator.

2. LISTING OF EMPLOYMENT QPENINGS
The undersigned Contractor further agrecs, if the value of any contract or purchase order is $2,500 or more, that it will be bound by the following
provisions contained in 41 CFR 50-250 promuluated pursuant to Exccutive Order No. 11701:

A. The Contrsctor, to -provide special cmpha<is to the employment of ‘Jualified disabled veterans and veterans of the Victuam era, agrees that all
suitable employment openings of the Contractor which exist at the time of the exccution of this Contract and those which occur during the
performance of this Contract, including those not gencrated by this Conuact and including those occurring 2t an establishment of the Contractor
other than the one wherein the Contract is being performed but excluding those of independently operated corporate affiliates, shall be offered for
listing at an appropriate local office of the State employment service system whercin the opening occurs and to provide such reports to such local
officc regarding cny; luyment openings and hires 25 imay bic required; Provided, That this provision shall not apply to openings which the Contractor
fills fromn within the Contractor's organization or are (illed pursiant to 2 customary and traditional ecinployer-union hiring arrangement.

B. Listing of employincnt openings with the employmient service system pursuant to this clause shall be made at least concutrenty with the use of
any other recruitnient service or effort and shall involve the nonmal obligations which attach to the placing of a bopafide job order, including the

acceptance of referrals of veterans and nonveterans, The listing of employment openings docs not require the hiring of any patticulsr job applicant
or from any particular group of job applicants, and nothing herein is intended to relieve the Contractor from any requircments in any Executive

Orders or regulations regarding nondiscrimination in employment.

{Daywork Contract — Exhibit ‘B’ — Page 1}
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BET"RE THE OXL CONSERVATION CC™™MISSION
. OF THE STATE OF NEW MEX. D

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OFF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5251
CASE NO. 5277

Order No. R—-4560-A

APPLICATION OF PIERCE & DEHLINGER
FOR THE AMENDMENT OF ORDER NO.
R~4560, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on July 24, 1974,
at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this 13th day of August, 1974, the Commission,
a quorum being present, having considered the testimony, the
record, and the recormendations of the Examiner, and belng
fully advised in the prenises,

FINDS:

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

matter thereof.

(2) That Order No. R-4560, dated June 25, 1973, compulsorily
pooled all mineral interests in the Vada-Pennsylvanian Pool under-
lying three standard 160-acre spacing and proration units con-
sisting of the NE/4 of Section 13, the SE/4 of Section 13, and
the NE/4 of Section 24, all in Township ¢ South, Range 33 East,
NMPM, Lea County, New Mexico, and set forth a schedule for the
drilling of wells on the pooled units and deadlines for the sub-
mission of estimated well costs to the Commission and to working
interest owners in the respective units. .

(3) That the applicant, Pierce & Dehlingex, in Case No.
5251 and Case No. 5277, consolidated, seaks an extension of time
of 120 days fron the date of this order in which to commence the
drilling of the third well covered by Orxder No. R-4560, to be
drilled in the NE/4 of said Section 24.
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Cases Nos. L..31 and 5277
Order No. R—-4560-A

(4) . That the applicant has further requested an administra-
tive procedure provided whereby additioncl extensions of time
beyond the 120-day period herein requested may be granted
without the necegsity of notice and hearing.

(5) That the applicant has further requested the amendment
of Order No. R-4560 to alter the method whereby working interest
owners are informed of estimated well costs and given the
opportunity to contribute their proportionate share of such
costs to the operator of the pooled unit.

(6) That the applicant has made a good faith effort to
comply with the drilling schedule set forth in Order No. R-4560,
but has been prevented from complying by reason of its inability
to obtain well casing and the services of a drilling rig.

(7) 7That in view of the past and probable future difficulty
of the applicant in this regard, its request for an extension
of time should be approved; that a procedure should be estab-
lished whereby additional extensions of time for the drilling
of the third well beyond the extension herein granted may be
approved without the necessity for notice and hearing; and that
Ordex No. R~4560 should be amended to change the method whereby
working interest owners are informed of estimated well costs and
given the opportunity to contribute their share of the same.

IT IS THEREFORE ORDERED:

(1) That the applicant, Pierce & Dehlinger is hereby
granted an extension of time to December 1, 1974, to commence
the drilling of the third well specified in Ordexr No. R-4560,
which well is to be drilled in the NE/4 of Section 24, Township
9 South, Range 33 East, NMPM, Vada-Pennsylvanian Pool, Lea

County, New Mexico.

(2) That the Secretary-Director may grant further such
extensions of time for good cause shown, upon proof of notifica-
tion of the request to all known working interest owners con-
cerned and if no objection to the request is received by the
Commission within 15 days of receipt of the request. The 15-day
waiting period may be waived by the Secretary-Director if waivers
of ohjection to the extension are given by all known working

interest owners in the pooled unit.

(3) That Order (4) on Page 4 of Order No. R-4560 is hereby
anended to read as follows:

"(4) That the operator shall furnish to the
Commission and to each known working inteiest
owner in each separate unit an itemized schedule
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Cases Nos. 451 and 5277
Ordex No. R~4560-A

of estimated well costs at least 30 but no more
than 120 days prior to commencing said well on
said unit."”

(4) That Order (5) on Page 4 of Order No. R-4560 is hereby
amended to read as follows:

"(5) That within 30 days from the date the
schedule of estimated well costs is furnished

to him, any non-consenting working interest
owner shall notify the operator whether or not
he elects to pay his share of estimated well
costs to the operator in lieu of paying his
share of reasonable well costs out of production,
and that any such owner who so elects shall
remain liable for operating costs but shall not
be liable for risk charges; that such working
interest owner who elects to pay his pro rata
share of well costs shall pay the same to the
operator no more than 14 days arfter such working
interest owner is notified by the operator that
the operator has a drilling rig available and
intends to commence drilling.

"PROVIDED HOWEVER, that the operator shall commence
.drilling operations no later than 90 days after
the termination of the 30-~day period in which the
working interest owner must elect whether or not
to pay his share of estimated well costs;

"PROVIDED FURTHER, that failure of a working interest
owner to notify the operator of his election to pay
his share of reasonable well costs within the period
herein prescribed, ox his failure to pay his share
of estimated well costs within the period for pay-
ment herein prescribed shall be deemed an election
by that working interest owner to pay his share of
reasonable well costs, together with the risk

charge specified hexein, out of production.”

{4) That jurisdiction of these causes is retained for the
entry of such further orders as the Commission may deem neces-
sary.
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, Cases Nos. 451 and 5277
f Order No. R-4560-A
% DONE at Santa Fe, New Mexico, on the day and year hereinabove
g designated. ‘
!
; , STATE OF NEW MEXICO
. R OIL CONSERVATION COMMISSION
fjﬁéi{ii;zl‘*ﬂ"L*“‘ %
' ' I.'R. TRUJILLO, Chairman
ALEY J. ARNIJO,dember , |
WAL AN i
- NI/ 4 > /// j
// NIV A el . s
A. L. PORTER, Jr., Member & Secretary
SEAL | j
;
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OlIL CONSERVATION COMMISSION
P. O. BOX 2088

SANTA FE NEW MEXICO 87501

January 20, 1978

Montgomery, Federici, Andrews,
Hannahs & Buell

Attorneys and Counselors at Law

350 East Palace Avenue

Santa Fe, New Mexico 87501

Attention: Owen M. Lopez

Re: Case No. 5251 and 5277 e
and Order No. R-4560-A

Dear Mr. Lopez:

Your requaest on the behalf of the applicants in
the above-relferenced casas, Pierce and Delinger, for
an extension of time until April 1, 1975, in which
to conmence the drilling of the third well pooled
under Commission Order No. R-4560 has been recaived.

As it appears that tubular goods have been obtained
for the well, that the applicants have contacted a
drilling contractor for the drilling of the well,
and that no objection has been received from any
working interest owner, the request for the extension
of time is hereby granted in accordance with the
provisions of Commission Order No. R~4560-~A.

Very truly yours,

A. L. PORVER, Jr.
Secretary-Director

ALP/RL8/dx
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MONTGOMERY, FEDERICI, ANDREWS, HANNAHS & BUELL . * 111
yoe- 'Y

,,
- | : AR
J. O.SETH {1883-1963) ATTORMNEYS AND COUNSELORS AT LAW, Ly Wi

' A
A. K. MONTGOMERY 350 EAST PALACE AVENUE i CORR
T R EAT SRS

WM, R. FEDERICI ‘
FRANK ANOREWS Santa fe, New Mexico s7s01 - 'POST OFFICE BOX 2307
FRED C. HANNAHS o - AREA CODE S0S

SUMNER G.BUELL TELEPHONE 982-3876
SETH D. MONTGOMERY January 3, 1975

FRANK ANDREWS I1L

OWEN M. LOPEZ

JEFFREY R. BRANNEN
JOHN BENNETT POUND

Mr. A, L, Porter, Jr.
Secretary-Director

0il Conservation Commission
P.0. Box 2088

Santa Fe, New Mexico 87501

le: Case No. 5251
Case No. 5277

Order No. R-4560-A

Dear Mr. Porter:

! On behalf of our client Pierce & Dehlinger whom we repre-

i sented in the above referenced cases, and in accordance
with paragraph 2 of the above referenced Order, we
respectfully request an administrative extension of time
in which to commence the drilling of the third well
specified in Order No. R-4560, which well is to be drilled
in the NE 1/4 of Section 24, Township 9 South, Range 33
East, N.M.P.M., Vada-Pennsylvanian Pool, Lea County,

New Mexico. In support of our request, please be advised
that our client Pierce & Dehlinger has purchased all the
surface pipe necessary for the drilling of said well
together with 4,000 feet of intermediate piping, together

with 9,700 feet of 5 1/2-inch production casing. Our

! client also has all of the tanﬁs and other equipment

i necessary for the drilling of the well.

Please be further advised that our client has its name on
.the list of Hondo Drilling Company and MGF Drilling

Company for the purposes of having the well drilled at

the earliest possible time and is making diligent efforts

to follow all leads with respect to other drilling companies
who might be able to perform the necessary services at an
earlier date. '

As'the result of our client's inability to obtain a driller
to commence drilling of the above well, Pierce & Dehlinger
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Page 2
January 3, 1975

was unable to commence the drilling as of December 1, 1974,
and respectfully requests an administrative extension of
time until April 1, 1975 in which to commence drilling of

the aforegaid well,

A copy of this request has been sent to all known working
interest owners concerned as of this date, as shown on the
enclosed copy of a letter to them, and their names and
addresses are listed immediately following:

The Midland National Bank
Trust Department (B. R. Greathouse Estate)

Midland, Texas 79701

Mrs. Helen L. Greathouse
105 Gihls Tower East
Midland, Texas

King Resources Company
P.0. Box 9698, South Denver Station

Denver, Colorado 80209

.Mrs. Lynelle Kestler
105 Gihls Tower East
Midland, Texas 79701

In accordance with the order of the Commission, if no objec-
tion to our reguest is received by the Commission within
fifteen days of receipt of this request, the Secretary-
Director may grant such further extension of time for good

cause shown.

Thank you for your cooperation in this matter.

5086-73-1




MONTGOMERY, FEDERICI, ANDREWS, HANNAHS & BUELL
J. 0. SETH (1883-1963) ATTORNEYS AND COUNSELORS AT LAW

A K. MONTGOMERY 350 EAST PALACE AVENUE

AN SANTA Fg, NEw MeXIco 87501 POST OFFICE BOX 2307
FRED C.HANNAHS AREA CODE 505
SUMNER G. BUELL TELEPHONE, 982-3876
SETH D, MONTGOMERY January 3, 1975

FRANK ANOREWS IfL
OWEN M., LOPEZ

JEFFREY R. BRANNEN
JOHN BENNETT POUND

The Midland National Bank
Trust Department (B. R. Greathouse Estate)
‘Midland, Texas 79701

Mrs. Helen L. Greathouse
105 Gihls Tower East
Midland, Texas

King Resources Company
P.0. Box 9698, South Denver Station

Denver, Colorado 80209

Mrs. Lynelle Kestler
105 Gihls Tower East
Midland, Texas 79701

Re: Our File No. 5086-73~-1

Gentlemnen:

Please find enclosed a copy of the letter addressed to
the Secretary-Director of the New Mexico 011l Conservation
Commission which is self-explanatory. If you have any
objections to the request for an extension of time in
which to commence drilling by Pierce & Dehlinger, please
address your comments directly to the Secretary-Director
within fifteen days. As you are no doubt aware,

Pierce & Dehlinger has been making every diligent effort
to drill the subject well but has encountered substantial
difficulties in obtaining the necessary materials and

personnel.

Very truly yours,

OML : rmb




| L R. TRUJILLO
OIL CONSERVATION COMMISSION CHAIRMAN

LAND COMMISSIONER
STATE OF NEW MEXICO ALEX J. ARMIJO
P. 0. BOX 2088 - SANTA FE MEMBER

0
87501 STATE GEOLOGIST

A. L. PORTER, JR.
August 13, 1974 SECRETARY - DIRECTOR

5251
Re: CASE NO. 5277

ORDER NO._ _R-4560-A

Mr. Owen Lopez
Montgomery, Federici, Andrews, Hannahgpllcant.
& Buell

Attorneys at Law Pierce & Dehlinger
Post Office Box 2307 :

Santa Fe, New Mexico
Dear Sir:

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

Very truly yours,

. Z. (/)/a,;}

A. L. PORTER, Jr,
Secretary-Director

ALP/ir
Copy of order alsoc sent to:
Hobbs OCC X 4

Artesia 0OCC
Aztec OCC

Other




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

. IN THE MATTER OF THE HEARING

- CALLED BY THE OIL CONSERVATION
., COMMISSION OF NEW MEXICO FOR

. THE PURPOSE OF CONSIDERING:

| CASE NO. 5251
| CASE NO. 5277

|
t Order No. R-4560-A

| APPLICATION OF PIERCE & DEHLINGER

{ FOR THE AMENDMENT OF ORDER NO.
| R-4560, LEA COUNTY, NEW MEXICO.

K
il
il

! ORDER OF THE COMMISSION

'BY THE COMMISSION:

{
i
!

{

i This cause came on for hearing at 9 a.m. on July 24, 1974,

at Santa Fe, New Mexico, before Examiner Richard L. Stamets.
NOW, on this day of August, 1974, the Commission,

a quorum being present, having conzidered the testimony, the

record, and the recommendations of the Examiner, and being

fully advised in the premises,

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

law, the Commission hags jurisdiction of this cause and the subject
jmatter thereof.
i

; (2) That Order No. R-4560, dated June 25, 1973, compulsorily
pooled all mineral interests in the Vada-Pennsylvanian Pool under-
lying three standard l60-acre spacing and proration units con-
i8isting of the NE/4 of Section 13, the SE/4 of Section 13, and
ithe NE/4 of Section 24, all in Township 9 South, Range 33 East,
NMPM, Lea County, New Mexico, and set forth a schedule for the
drilling of wells on the pooled units and deadlines for the sub~
mission of estimated well costs to the Commission and to working
interest owners in the respective units.

{3) That the applicant, Pierce & Dehlinger, in Case No.
5251 and Case No. 5277, consolidated, seeks an extension of time
‘ of 120 days from the date. of this order in which to commence the
' §drilling of the third well covered by Order No. R-4560, to be
drilled in the NE/4 of said Section 24.

4
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(4) That the applicant has further requested an administra-

: tive procedure provided whereby additional extensions of time
" beyond the 120~day period herein requested may be granted

without the necessity of notice and hearing.

(5) That the applicant has further requested the amendment
of Order No. R-4560 to alter the method whereby working interest

" owners are informed of estimated well costs and given the

opportunity to contribute their proportionate share of such
costs to the operator of the pooled unit.

{(6) That the applicant has made a good faith effort to
comply with the drilling schedule set forth in Order No. R-4560,
but has been prevented from complying by reason of its inabi.ity
to obtain well casing and the services of a drilling rig.

{(7) That in view of the past and probable future difficulty
of the applicant in this regard, its request for an extension
of time should be approved; that a procedure should be estab-
lished whereby additional extensions of time for the drilling
of the third well beyond the extension herein granted may be
approved without the necessity for notice and hearing; and that
Order No. R-4560 should be amended to change the method whereby
working interest owners are informed of estimated well costs and
given the opportunity to contribute their share of the same.

IT IS THEREFORE ORDERED:

(1) That the applicant, Plerce & Dehlinger is hereby
granted an extension of time to December 1, 1974, to commence
the drilling of the third well specified in Order No. R-4560,
which well is to be drilled in the NE/4 of Section 24, Township
9 south, Range 33 East, NMPM, Vada-Pennsylvarnian Pool, Lea

County, New Mexico.

(2) That the Secretary-Director may grant further such
extensions cf time for good cause shown, upon proof of notifica-
tion of the request to all known working interest owners con-
cerned and if no objection to the request is received by the
Commission within 15 days of receipt of the request. The l5-day
waiting period may be waived by the Secretary-Director if waivers

| of objection to the extension are given by all known working

interest owners in the pooled unit.

(3) That Order (4) on Page 4 of Order No. R-4560 is hereby
amended to read as follows:

"{4) That the operator shall furnish to the
Commission and to each known working interest
owner in each separate unit an itemized schedule
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of estimated well costs at least 30 but no more
than 120 days prior to commencing said well on

said unit."

N (4) That Order (5) on Page 4 of Order No. R-4560 is hereby
iamended to read as follows:

) "(5) That within 30 days from the date the
schedule of estimated well costs is furnished

to him, any non-consenting working interest
owner shall notify the operator whether or not

: he elects to pay his share of estimated well

t costs to the operator in lieu of paying his

; share of reasonable well costs out of production,
and that any such owner who so elects shall

, remain liable for operating costs but shall not
I be liable for risk charges; that such working

! interest owner who elects to pay his pro rata

’ share of well costs shall pay the same to the
operator n¢ more than 14 days after such working
interest owner is notified by the operator that
the operator has a drilling rig available and
intends to commence drilling.

"PROVIDED HOWEVER, that the operator shall ccmmence
drilling operations no later than 90 days after
the termination of the 30-day period in which the
working interest owner must elect whether or not
to pay his share of estimated well costs;

"PROVIDED FURTHER, that failure of a working interest
owner to notify the operator of his election to pay
his share of reasonable well costs within the period
herein prescribed, or his fallure to pay his share
of estimated well costs within the period for pay-
ment herein prescribed shall be deemed an election
by that working interest owner to pay his share of
reasonable well costs, together with the risk

charge specified herein, out of production."

(4) That jurisdiction of these causes is retained for the
Pntry of such further ordars as the Commission may deem neces-
Saxl
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. . BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSFRVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NOS. 4955, 4956 and 4957
Order No. R-4560

APPLICATION OF PIERCE AND DEHLINGER
FOR NON~STANDARD UNITS GR IN THE
ALTERNATIVE COMPULSORY POOLING,
VADA~PENNSYLVANIAN POOL, LEA
COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 é:m.’on April 25, 1973,
at Santa Fe, New Mexico, before Examine.' Pichard I,. Stamets.

NOW, on this 25th day of June, 1973, the Commission, a
quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being

fully advised in the premises,

FINDS:

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

snubject matter thereof.

(2) That the applicant seeks approval of a 1l60-acre
non-standard oil proration unit comprising the SW/4 NE/4 and
S/2 NW/4 of Section 13, and the SE/4 NE/4 of Section 14, Town-
ship 9 South, Range 33 East, Vada-Pennsylvanian Pool, Lea
County, New Mexico, to be dedicated to a well to be drilled
in Unit G of said Section 13, or in the alternative, applicant
seeks approval of a 1l20-acre non-standard unit comprising only

the above-described lands in Section 13, to be dedicated to the
aforesaid proposed well., As an alternative to ceither of the
above~described non-standard units, applicant seeks an order
pooling all mineral interests in the Vada-Pennsylvanian Pool
underlying the NE/4 of the aforesaid Section 13 to be dedicated

+to a well which would be drilled in Unit H of said Section 13.

(3) That the applicant seeks approval of a lé60-acre
non-standard oil proration unit comprising the S/2 S/2 of
Section 13, Township 9 South, Range 33 East, Vada-Pennsylvanian
Pool, Lea County, New Mexico, to be dedicated to its Sheridan
Well No. 1, located in Unit M of said Section 13. 1In the
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alternative, applicant seeks an order pooling all mineral
interests in the Vada-Pennsylvanian Pocl underlying the SW/4
of said Section 13 to be dedicated to said well; and also
pooling all said mineral interests underlying the SE/4 of said
Section 13 to be dedicated to a well which would be drilled in
Unit P of said Section 13.

(4) That the applicant seeks approval of a l60-acre
non-standard oil proration unit comprising the S/2 N/2 of
Section 24, Township 9 South, Range 33 East, Vada~Pennsylvanian
Pool, Lea County, New Mexico, to be dedicated to a well to he
drilled in Unit H of said Section 24. 1In the alternative,
applicant seeks an order pooling all mineral interests in the
Vada-Pennsylvanian Pool underlying the NE/4 of said Section 24
to be dedicated to the aforesaid proposed well.

(5) That should any or all of the proposed compulsory
poolings be approved, the applicant seeks to be named the
operator of such well or wells, adoption of a formula for the
allocation of well costs and charges for operation, charges
for supervision and the establishment of a 200 percent risk

factor.

(6) That the operator has the right to drill and proposes
to drill the wells which are the subject of this oxder.

(7) That the approval of either the proposed 160-acre
or 120 acre non-standard unit described in Finding (2) above
would result in the necessity for the formation of from 1 to 3
additional non-standard units in the N/2 of Section 13 and the
NE/4 of Section 14, Township 9 South, Range 33 East, Vada-
Pennsylvanian Pool, Lea County, New Mexico.

(8) That offset operators have objected to the formation
of each and every one of the proposed non~-standard units
described in Findings (2), (3), and (4) above.

(3) That Lo protect correlative rights and to insure
the orderly development of the Vada~Pennsylvanian Pool, the
appllcatlon for each and every one of the proposed non-standard
units should be denied.

~ (10) That the alternative applications for the compulsory
pooling of the four standard units described in Findings® (2),
(3), and (4) above should be approved. x

(11) That there are interest owners in the proposed pro-
ration units who have not agreed to pool their interests.

(12) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said units the opportunity to recover or receive
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without unnecessary expense his just and fair share of the oiil
in said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, within
said units.

(13) That the applicant should be designated the operator
of the subject wells and units.

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

(15) That any non-consenting working interest ownexr that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional 120% thereof as a reasonable charge for the
risk involved in the drilling of the well.

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

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

(18) That $125.00 per month should be fixed as a reason-
able charge for supervision (combined fixed rates); that the
operator should be authorized 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 authorized to withhold from production
the proportionate share of actual expenditures required for
operating the subject wells, not in excess of what are reasonable,
attributable to each non-consenting working interest.

(19) That all proceeds from production from the subject
wells which are not disbursed for any reason should be placed
in escrow to be paid to the true owner thereof upon dsmand and
proof of ownership.

(20) That upon the failure of the operator of said pooled
units to commence the drilling of the well to which the unit is
to be dedicated on or before September 20, 1973, that portion of the
order pooling said unit should become null and void and of no

effect whatsoever.
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IT IS THEREFORE ORDERED:

(1) That the application of Pierce and Dehlinger for each
and every one of the proposed non-standard proration units
described in Findings (2), (3), and (4) of this order is hereby
denied.

(2) That all mineral interests, whatever they may be, in
the Vada-Pennsylvanian Pool underlying the NE/4 of Section 13,
the SE/4 of Section 13, and the NE/4 of Section 24, Township
9 South, Rangé 33 East, NMPM, Lea County, New Mexico, are
hereby pooled to form three standard l60-acre oil spacing and
proration units to be dedicated to wells to be érilled in
Unit H and P of said Section 13 and Unit H of said Section 24,

respectively.

PROVIDED HOWEVER, that the operator of said units shall
commence drilling the first of said wells on or before the
30th day of September, 1973, and shall thereafter continue the
drilling of said wells with due diligence to a depth sufficient
to test the Vada-Pennsylvanian Pool, allowing not more than 90
days to elapse between the completion of one well and the
commencement of the next.

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of the first of said wells on or before
the 30th day of September, 1973, Order (2) of this order shall
be null and void and of no effect whatsoever as to that specific

well and unit.

PROVIDED FURTHER, that should any one or more of said wells
not be drilled to compietion, or abandonment, within 120 days
after commencement thereof, said operator shall appear befcre
the Commission and show cause why Order (2) of this order should
not be rescinded as to that specific well and unit.

(3) That Pierce and Dehlinger are hereby designated the
operators of each of the subject wells and units.

(4) That the operators shall furnish the Commission and
each known working interest owner in each separate unit an
itemized schedule of estimated well costs at least 30 days
but no more than 45 days prior to commencing said well on said

unit.

(5) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right. to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as pro-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.
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(6) That the operator shall furnish the Commission and
each affected known working interest owner an itemized schedule
of actual well costs within 90 days following completion of
each well; that if no objection to the actual well costs is
received by the Commission and the Commission has not objected
within 45 days following receipt of said schedule, the actual
well costs shall be the reasonable well costs; provided however,
that if there is an objection to actual well costs within said
45~day period the Commission will determine reasonable well
costs after public notice and hearing.

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

(8) That for each individual well and unit the operator
is hereby authorized to withhold the following costs and charges

from production:

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

(B) As a charge for the risk involved in the
drilling of the well, 120% of the pro rata
share of reasonable well costs attributable
to each non-consenting working interest
owner who has not paid his share of estimated
well costs within 30 days from the date the
schedule of estimated well costs is furnished

to him.

(9) That for each individual well and unit the opesrator
shall distribute said costs and charges withheld from produc-

tion to the parties who advanced the well costs.

(10) That for each individual well and unit $125.00 per
month is hereby fixed as a reasonable charge for supervision
(combined fixed rates); that the operator is hereby authorized
to withhold from production the proportionate share of such
supervision charge attributable to each non-consenting working
interest, and in addition thereto, the operator is hereby
authorized to withhold from production the proportionate share
of actual expenditures required for operating such well, not
in excess of what are reasonable, attributable to each non-

consenting working interest.

i A
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(11) That for each individual well and unit 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.

(12) That for each individual well and unit any well
costs or charges which are to be paid out of production shall
be withheld only from the working interests share of produc-
tion, and no costs or charges shall be withheld from produc-
tion attributable to royalty interests.

(13) That for each individual well and unit 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 Commis-
sion of the name and address of said escrow agent within 90
days from the date of this order.

IT IS FURTHER ORDERED:

(1) That all mineral interests, whatever they may be, in
the Vada-Pennsylvanian Pool underlying the SW/4 of Section 13,
Township 9 South, Range 33 East, NMPM, Lea County, New Mexico,
are hereby pooled to form a standard oill spacing and proration
unit to be dedicated to applicant's Sheridan Well No. 1 located
in Unit M of said Section 13,

- (2) That Pierce and Dehlinger are hereby designated the
operators of the subject well and unit.

(3) That $125.00 per month is hereby fixed as a reason-
able charge for supervision (combined fixed rates); that the
operator is authorized to withhold from production the
proportionate share of the charges for supervision and the
actual expenditures required for operating such well, not in
excess of what are reasonable, attributable to each non-consent-
ing working interest.

(4) That any unsevered mineral interest shall be considered
a seven~eighths (7/8) working interest and a one~eighth (1/38)
royalty interest for the purpose of allocating costs and
charges under the terms of this order.

(5) 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.
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(6) 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 esnrow agent within 90 days from the date of this

order.

(7) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neces-

sary.

"DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

I. R. TRUJILLO, Chairman
ST ALEX J. ARMIJO, Member

o ) A. L. PORTER, Jr., Member & Secretary

SEAL
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Docket No. 17-74

Dockets Nos. 19-74 and 20-74 are tentatively set for hearing on July 16 and
July 24, Applications for hearing must be filed at least 22 days in advance

of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY - JUNE 19, 1974

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE _LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

B

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

CASE 5256: Application of Monsanto Company for directional drilling, Eddy County,

New Mexico. Applicant, in the above-styled cause, seeks authority to
plug back its Arco Federal Well No. 2 located 990 feet from the North
line and 2310 feet from the East line of Section 13, Township 21
South, Range 26 East, Burton Flats Field, Eddy County, New Mexico,

to a depth of 9314 feet and to set a whipstock and directionally
drill said well in such a manner as to bottom it in the Morrow
formation within a 50~foot radius of a point 660 feet from the North
line and 1980 feet from the East line of said Section 13.

CASE 5257: Applicaticn of Mobil 0fl Corporation for an unorthodox location, Eddy

County, New Mexico. Applicant, in the above-styled cause, seeks
approval for the unorthodox location of its Federal 12 Com Well No. 1
to be drilled to the Morrow formation at a point 1300 feet from the
South line and 660 feet from the East line of Section 12, Township 21
South, Range 26 East, Eddy County, New Mexico, the E/2 of said Section
12 to be dedicated to the well,

CASE 5258: Application of Texas Pacific 011 Company for two waterflood projects

and downhole commingling or dual completions, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to dually
complete 1its State "A" Act. 1 Well No. 42 located in Unit A of
Section 4, Township 23 South, Range 36 East, Lea County, New Mexico,
for the purpose of injecting water into the Upper Seven-Rivers forma-
tion of the Jalmat Pool and the Lower Seven-Rivers formation of the
Langlie-Mattix Pool for the purpose of secondary recovery. Applicant
further -aeeka approval for the downhole commingling in the wellbore
of Jalmat and Langlie~Mattix production in the off-getting wells Nos.
44, 45, and 87, located in Units B, H, and G, respectively, of said
Section 4; in the alternative applicant seeks approval for the dual
completion of the aforesaild three wells to produce oil from said pools
through parallel strings of tubing.

CASE 3608: (Reopened)

In the matter of Case No. 3608 belng reopened pursuant to the provisions
of Order No. R-3282, which order established temporary rules for the
Carlsbad Permo-Penn Gas Pool, Eddy County, New Mexico, including a
provision for 640-acre spacing. All interested parties may appear and
show cause why sald pool should not be developed on 320-acre spacing

units,




et b bk

Ixamlner llearing - Wednesday - June 19, 1974 Docket No. 17-74

CASE_5259:

CASE 5260:

CASE 5261:

' CASE 5262:

CASE 5263:

CASE 5251:

-2

Application of Read & Stevens, Inc. for an unorthodox gas well
location, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks approval for an unorthodox gas well location for a well
proposed to be drilled 660 feet from the South line and 99C feet from
the East line of Section 30, Township 20 South. Range 25 East, Eddy
County, New Mexico, in exception to the pool rules for the Indian
Bagsin-Morrow Gas Pool or the Cemetary-Morrow Gas Pool, whichever is

applicable.

In the matter of the hearing called by the 011 Conservation Commission
on itg own motion to permit R & G Drilling Company and all other
interested parties to appear and show cause why Order No. DC-1026,
which authorized dual completion in the Blanco-Mesaverde and Basin-
Dakota Pools, should not be rescinded and the Hammond Well No. 47
located in Unit K, Section 35, Township 27 North, Range 8 West, San
Juan County, New Mexico, be recompleted as a single zone well.

Application of Amerada Hess Corporation for salt water disposal, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks
authority to dispose of produced salt water into the Devonian forma-
tion through the openhole interval from 11,160 feet to 11,230 feet
of its H. C. Posey "A" Well No. 1 located in Unit O of Section 11,
Township 12 South, Range 32 East, East Caprock-Devonian Pool, Lea
County, New Mexico.

Application of Petro-Lewis Corporation for pool contraction, creation,
and special pool rules, Sandoval County, New Mexico. Applicant, in
the above-styled cause, geeks the contraction of the Media-Entrada

011 Pool by the deletion of the NW/4 of Section 22, Township 19 Nerth,
Range 3 West, Sandoval County, New Mexico, and the creation of a new
pool for Entrada production comprising saild lands. Applicant further
seeks the promulgation of special rules for said pool, including a
provision for 160-acre proration uniis and the establishment of a
speclal depth bracket allowable for said . pool of up to 750 barrels per
day. ;

Application of Reading & Bates 0il and Gas Company for an unorthodox
gas well location, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks approval for an unorthodox gas well location for

a well proposed to be drilled at a point 660 feet from the South and
West lines of Section 8, Township 18 South, Range 26 East, Eddy County,
New Mexico, the S/2 of said Section 8 to be dedicated to the well,

" (Continued from the June 5, 1974, Examiner Hearing)

Application of Pierce & Dehlinger for thz Amendment of Order No. R-4560,
Lea County, New Mexico. Applicant, in the above~styled cause, seeks

the amendment of Order No. R-4360 to provide for an extension of time

in which to comply with the schedule set forth in esaid order for the
driliing and completion of the third well covered by said order, to

be located in the NE/4 of Section 24, Township 9 South, Range 33 East,
Vada-Pennsylvanian Pool, Lea County, New Mexico.
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Dockets Nos. 17-74 and 1&~74 arce tentatdvely set for hearing on June 19 and July 10.
Application for hecaring must be filea at least 22 days in advance of hearing date.

DOCKET: EXAMINER HEARING ~ WEDNESDAY -~ JUNE 5, 1974

3 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LARD COFFICE BUILDING -~ SANTA FE, NEW MEXICO

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

CASE 5249:

CASE 5250:

/f/’

«.'/

- -
- CASE_5251:

CASE 5252:

CASEE 5253:

Application of Read & Stevens, Inc., for Pool Extension, Eddy County,
New Mexico. Applicants, in the above-styled cause, seek the extension
of the Cemetery-Morrow Gas Pool to include therein all of Sections

20, 29, and 30, Township 20 South, Range 25 East, Eddy County, New
Mexico. .

Application of Penroc 0il Corporation for a dvual completion, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks
approval for the dual completion (conventional) of its Allied "A"

Com Well No. 1 located in Urit N of Section 22, Township 20 South,
Range 27 Fast, Eddy County, New Mexico, in such a manner as to produce
oil from the Bone Spring formation through the tubing and gas from the
Morrow formation through the casing-tubing annulus by means of a
cross-over assembly.

Application of Pierce & Dehlinger for the Amendment of Order No. Rr4560,
Lea County, New Mexico. Applicant, in the above-styled cause, see«s
the amendment of Order No. R-4560 to provide for an extension of time
in which to comply with the schedule set forth in said ovder for the
drilling and completion of the third well covered by said order, to

be located in the NE/4 of Section 24, Township 9 South, Range 33 East,
Vada-Pennsylvanian Pool, Lea County, New Mexico.

Application of Roger C. Hanks for the Amerc.cnt of Order No. R-4158,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
the Amendment of Order No. R-4158 which authorized use of applicant's
Foster Well No. 1, located in Unit D of Section 5, Township 20 South,
Range 25 East, Eddy County, New Mexico, as a salt water disposal well
with injection through 2 3/8-inch plastic lined tubing set in a
packer at 10,000 feet. Applicant seeks authority to dispose through
2 7/8-inch non-plastic lined tubing set in a packer at 10,000 feet,

Application of 7The Petroleum Corporation for an unorthodox gas well
location, Eddy .ounty, New Mexico. Applicant, in the above-styled
cause, sceks approval for the unorthodox gas well location of its
Superior Federal Well No. 3 to be drilied to the Morrow formation at
a point 660 feet from the South and West lines of Section 4, Town-
ship 20 South, Range 29 East, Eddy County, New Mexico.
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Examiner Hearinyg - Weancesday - June 5, 1974
D

CASE 5254: Southeastern nomenclature case calling for the creation, abolishment,
- ~  and extension of certain pools in Eddy and Lea Counties, New Mexico.
(a) Create a new pool In Eddy County, New Mexico, classified as a
gas pool for Morrow production and designated as the Forty Niner
Ridge~-Morrow Gas Pool. The discovery well is the Skelly 0il Company
Forty Niner Ridge Unit Well No. 1 located in Unit J of Section 16,
Township 23 South, Range 30 East, NMPM. Said pool would comprise:

TOWNSHIP 23 SOUTH, RANGE 30 EAST, NMPM
Section 16: §/2

{(b) Create a new pool in Eddy County, New Mexico, classified as a
gas pool for Morrow production and designated as the Kennedy Farms-
Morrow Gas Pool. The discovery well is the Hanson 0il Corporation
Kennedy Farms Com Well No. 1 located in Unit F of Section 34, Town-
ship 17 South, Range 26 East, NMPM. Said pool would comprise:

TOWNSHIP 17 SOUTH, RANGE 26 EAST, NMPM
Section 34: N/2

(c) Create a new pool in Eddy County, New Mexico, classified as a
gas pool for Wolfcamp production and designated as the Logan Draw-
Wolfcamp Gas Pool. The discovery well is the Amoco Production
Company Arco Federal Gas Com Well No. 1 located in Unit L of Sec-
tion 26, Township 17 South, Range 27 East, NMPM. Said pool would

comprise:

TOWNSHIP 17 SOUTH, RANGE 27 EAST, NMPM
Section 26: SW/4

(d) Create a new pool in Eddy County, New Mexico, classified as a

gas pool for Morrow production and designated as the Los Medanos-
Morrow Gas Pool. The discovery well is the Belco Petroleum Corporation
James Ranch Unit Well No. 3 located in Unit J of Section 1, Township 23
South, Range 30 East, NMPM. Said pool would comprise:

TOWNSHTP 23 SOUTH, RANGE 30 FAST. NMPM
Section 1: E/2

TOWNSHIP 23 SOUTH, RANGE 31 EAST, NMPM
Section 6: W/2

(e) Create a new pool in Eddy County, New Mexico, classified as a gas
pool for Strawn production and designated as the Los Medanos-Strawm
Gas Pool. The discovery well is the Belco Petroleum Corporation James
Ranch Unit Well No. 3 located in Unit J of Section 1, Township 23
South, Range 30 East, NMPM. Said pool would comprise:

TOWNSHIP 23 SOUTH, RANGE 30 EAST, NMPM
Section 1l: E/2
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(f) Create a2 new pool in Eddy County, New Mexico, classified as a gas
pool for Morrow production and designated as the Malaga-Morrow Gas
Pool. The discovery well is the Phillips Petroleum Company Malaga A
Well No. 1 located in Unit L of Section 2, Township 24 South, Range 28

East, NMPM. Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 28 EAST, NMPM
Section 1: W/2

(g} ‘Create a new pool in Eddy County, New Mexico, classified as a gas
pool for Morrow production and designated as the Quahada Ridge-Morrow
Gas Pool. The discovery well is the Perry R. Bass Big Eddy Unit Well
No. 38 located in Unit C of Section 34, Towanshlp 21 South, Range 29
East, NMPM. Said pool would comprise:

TOWNSHIP 21 SOUTH, RANGE 29 EAST, NMPM
Section 34: N/2

(h) Abolish the Chambers-Wolfcamp Pool in Lea County, New Mexico,
described as:

TOWNSHIP 15 SOUTH, RANGE 35 EAST, NMPM

Section 26: SW/4
Section 35: N/2 and SW/4

(1) Extend the Townsend-Wolfcamp Pool in Lea County, New Mexico,
to Iinclude therein:

TOWNSHIP 15 SOUTH, RANGE 35 EAST, NMPM
Section 26: SW/4
Section 35: N/2 and SW/4

(J) Extend the Antelope Ridge-Morrow Gas Pool in Lea County, New
Mexico, to include therein:

TOWNSHIP 24 SOUTH, RANGE 34 EAST, NMPM
Section 11: N/2

(k) Extend the Grayburg-Morrow Gas Pool in Eddy County, New Mexico,
to include therein:

TOWNSHIP 17 SOUTH, RANGE 29 EAST, NMPM

Section 15: SE/4 K

Section 22: E/2 NE/4, SW/4 NE/4 and
NE/4 SE/4

(1) Extend the Hare-San Andres Gas Pool in Lea County, New Mexico, to
include therein:
TOWNSHIP 21 SOUTH, RANGE 37 EAST, NMPM

Section 27: W/2
Section 28: §/2
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(m) Extend the Humble City-Strawn Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 17 SOUTH, RANGE 37 EAST, NMPM
Section 15: NE/4

(n) Extend the Sawyer-San Andres Gas Pool in Lea County, New Mexico,
to include therein:

TOWNSHIP 9 SOUTH, RANGE 37 EAST, NMPM
Section 24: SW/4

(0) Extend the North Shoebar-Wolfcamp Pool in Lea County, New Mexico,
to include therein:

TOWNSHIP 16 SOUTH, RANGE 36 EAST, NMPM
Sectlon 7: SE/4

(p) Extend the Townsend-Morrow Gas Pool in Lea County, New Mexico,
to include therein:

TOWNSHIP 16 SOUTH, RANGE 35 EAST, NMPM
Section 14: All




l NOTICE OF PUBLICATION
: . STATE OF NEW MEXICO

: OIL CONSERVATION COMMISSION i
: SANTA FE - NEW MEXICO

iThe State of New Mexico by its 0il Conservation Commission hereby
gives notice pursuant to law and the Rules and Regulations of said'
,Comm1551on promulgated therecunder of the following public hearing
qto be held at 9 o'clock a.m. on AUGUST 21, 1974, at the 0il Con-
;servatlon Commission Conference Room, State Land Office Building,
iSanta Fe, New Mex1co, before Richard L. Stamets, Examiner, or
"Daniel S. Nutter, Alternate Examiner, both duly appointed for said
‘hearlng as provided by law.

ﬁ STATE OF NEW MEXICO TO:
!

i

All named parties and persons

i having any right, title, interest
; or claim in the following cases

; and notice to the public.
!

I

i (NOTE: All land descriptions herein refer to the New Mexico
i Principal Meridian, whether or not so stated.)

2!
lcASE 5294:

?Application of Shenandoah 0il
SCorporation for a buffer zone allowable,
' Eddy County, New Mexico. : i

Applicanz, in the above-styled cause, seeks the assignment
of a specizl zuffer zone allowable to its Gissler "A" Wells Nos. 1
znd 3, locza==2d £30 feet from the North line and 1720 feet from the

west line, and 1320 feet from the North line and 2310 feet from {
.the West line, respectively, of Section 23, Township 17 South, :
‘Range 30 Bast, Graybury Jackson Pool, Eddy County, New Mexico.

. These wells offset an active watcrflood project and have received
ian apparent response to water injection.

lcASE 5295:

tApplication of Amoco Production Company
for a non-standard proration unit and
;simultaneous dedication, Lea County,
:New Mexico.

i
; Applicant, in the above-styled cause, seeks approval for a
i480-acre non-standard gas proration unit comprising the N/2 and
;SE/4 of Section 24, Township 20 South, Range 36 East, Bumont Gas
;Pool Lea County, New Mexico, to be simultaneously dedlcated to its
\Glllully Federal Gas Com Well No. 4 and its Gillully "A" Federal
‘Well No. 7 located in Units B and 0, respectively, of said Sec-

leon 24.

i
H

gCASE 5296:
b
‘Appllcatlon of Texaco Inc. for
downhole commlngllng, Lea County,
‘New Mexico.

ﬁ Applicant, in the above-styled cause, se2ks authority tc

~comuingle Vacuum-Upper Pennsylvanian production with the presently
,commlncled North Vacuum-Abo and North Vacuum-Wolfcamp productlon i
1 ‘n the wellbore in its New Mexico "Q" State Well No. 4 located in |
;erL P of Section 25, Township 17 South, Range 34 Last Vacuum
‘Field, Lea County, New Mexlco. ;

; |




l\.)

CASP 5297:

Appllcatlon of Exxon Corporation
| for a non-standard proration unit
Fand simultaneous dedication, Lea
}County, llew Mexico.

? Applicant, in the above-styled cause, seeks approval for a
»l60~acre non-standard gas proration unit comprising the NE/4 of
iSection 35, Township 20 South, Range 36 East, Eumont Gas Pool, Lea

’County, New Mexico, to be simultaneously dedicated to its Eumont

:Gas Com 3 Well No. 1 and its Fopeano Federal A/C Well Ne. 7,
located in Units A and G, respectively, of said Section 35.

CASE 5298:

;Application of General American 0il Company
ﬁof Texas for compulsory pooling, Bddy County,
{|New Mexico.

Appllcant, in the above-styled cause, seeks an oxder pooling
rall mineral interests in the Pennsylvanian formation underlylng
the E/2 of Section 29, Township 17 South, Range 29 East, Eddy
,County, New Mexico, to be dedicatzd to a well to be drilled at a
standard location for said unit. Also to be considered will be
‘the cost of drilling and completing said well and the allocation
'of such costs, as well as actual operatlng costs and charges for
Nsup°rv1szon Also to be considered is the de51gnatlon of app11~
xcant as operator of the well and a charge for risk involved in
‘drilling said well.

oI Toguinza Cil Corporation
v pooling, Eddy County,
,Yew Mexico.

1all mineral interests in the Pennsylvanian formation underlying
wthe E/2 of Section 23, Township 22 South, Range 25 East, Eddy
County, New Mexico, to be dedicated to a well to be drilled at

ia standard location for said unit. Alsoc 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 considered is the designation of anplin
cant as operator of the well and a charge for risk involved in
ﬂrllllng said well.

t .
‘Application of Mesa Petroleum Company

%fdr compulsory pooling, Lea County,
.New Mexico.

f
i Applicant, in the above-styled cause, seeks an order pooling
I

iCASE 5300:

Applicant, in the above-styled cause, seeks an order pooling
iall mineral interests in the Wolfcamp formation underlying the
'SE/4 of Section 7, Township 16 South, Range 36 East, North Shoe
*Bar—Wolfcamp Pool, Lea County, New Mexico, to be dedicated to a
Lwell to be drilled 555 feet from the South line and 2085 feet
tfrom the East line of said Section 7. Also to be considered will
'be the cost of drilling and completing said well and the alloca-
ition of such costs, as well as actual operatlng costs and charges
‘for supervision. Also to be considered is the designation of
Fapplicant as operator of the well and a charge for risk involved

in drilling said well.

‘
[}
l
€

1
n

|
|
|
!
*.




i CASE 5301:
i
; Application of Cleary Petroleum
.Corporation for a unit agreement,
‘Lea County, New Mexico.

i

: Applicant, in the above-styled cause, seeks approval of the !
fOuurry Unit Area comprising 5177 acres, more or less, of Fee and
i Federal lands in Township 22 South, Range 32 East, Lea County, New
‘Mexlco. i

; L
I GIVEN under the seal of the New Mexico 0il Conservation
?Comm1551on at Santa Fe, New Mexico, on this lst day of August,
h1974.
[1
ﬂ STATE OF NEW MEXICO
i o 0Tl CONSERVATION COMMISSION
! | ﬂ ?)/ 2] > f‘*“’}
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BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION

. APPLICATION OF PIERCE &

- DEHLINGER TO REOPEN CASE
NO. 4957 FOR MODIFICATIONS
+ TO ORDER NO. R-4560.

No. cjf:?;’)

Nt Nt o

APPLICATION

Comes now Pierce & Dehlinger, a partnership, by its
iiattorneys, and applies to the New Mexico 0il Conservation Commis- |

i gion for an amendment to Order No. R~4560, and in support of its

| application states:

1. On June 25, 1973, this Commission entered its Order for
: compulsory pooling all mineral interests in the Vada-Pennsylvania&
« Pool underlying the Northeast Quarter of Section 13, the South-
east Quarter of Section 13 and the Northeast Quarter of Section
24, all in Township 9 South, Range 33 East, N.M.P.M., Lea

i County, New Mexico.

2. The Order entered by this Commission, in paragraph (2)
of that Order, contained provisos outlining drilling and comple-
. tion schedules for the three standard 160-acre tracts.

3. Applicant has complizsd with the drilling schedules for
i,the wells-in the Northeast Quarter of Section 13 and the South-
; east Quarter of Section 13, Township 9 Soﬁth, Range 33 East,

' N.M.P.M., Lea County, New Mexico. Due to a shortage of

f materials, specifically well-casing, Applicant is inform@d and

believes and therefore states that it will be unable to comply
with the drilling and completion schedule for the well to be
located in the Northeast Quarter of Section 24, Township 9

South, Range 33 East, N.M.P.M., Lea County, New Mexico.

D LCKET MAILED
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4, The Order entered by the Commission, in paragraph (4)
jiof that Order, contains provisos requiring Applicant to furnish
i?the Commission and each known working interest owner in each of
:fthe above described units an itemized schedule of estimated

i well costs at least 30 days, but not more than 45 days, prior

" to commencing said well on said unit. Again, due to the shortage

i of materials as well as the uncertainty and unavailability of

! obtaining the necessary drill rigs to commence the drilling of
caid wells, Applicant is informed and believes and therefore ;
ffstates that the requirements of said paragraph (4) of the Order
igare unduly burdensome, and requests an amendment which Appli-
?icant believes will be fair to all working interest owners.

WHEREFORE, Applicant respectfully requests that this Commis-

i%sion amend its Order No. R-4560, specifically paragraph (4)

éithereof, to require Applicant as operator to furnish the Commis-

i sion and each known working interest owner in the unit to be

" drilled an itemized schedule of estimated well costs, and that |

said working interest owners within 30 days after receipt of

the schedule shall notify Applicant whether or not they intend

» ' to participate in the estimated well costs and pay their pro

? | rata share of same. Applicant further requests the Commission

i to amend the Order to require those working interest owners who

ﬁagree to pay their pro rata share of the well costs to pay the

‘ | same to Applicant no more than 14 days after said working interest

u f ;owners have been notified that Applicant has a drilling rig |
ﬁavailable and intends to commence drilling. In any event,
iApplicant shall be required to commence drilling no more than

i90 days after the termination of the 30-day period in which the
i

i

; i




iéworking Interest owners must decide whether or not they will
gjbear their pro rata share of the estimated well costs.
:_ Applicant further requests the Commission for adminis-
fgtrative approval of any extension of time in the event it
éfbecomes impossible to comply with the 90-day requirement for
édrilling due to the unavailability of materials and equipment
Fwith which to commence drilling.

Applicant asks that this matter be advertised for hearing

before one of the Commission’s examiners at the next regularly

i scheduled examiner hearing.
The names and addresses of any person who may have an

interest in the subject property appear attached to an affidavit

! filed in New Mexico 0il Conservation Cases Nos. 4955, 4956 and

4957,

MONTGOMERY, FEDERICI, ANDREWS,

HANNAHS & BUE !
i By - : —

‘ P.0. Box
Santa Fe, New Mexico 501
Attorneys for Applicant

b b o et Ao .
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BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION

. APPLICATION OF PIERCE & )
" DEHLINGER TO REOPEN CASE )
. NO. 4957 FOR MODIFICATIONS ) N6 #957- -
- PO ORDER NO. R-U4560. )

1 Lea County, New Mexico. Due to a shortage of materials, specifical-

APPLICATION

Comes now Pierce & Dehlinger, a partnership, by its attor-

neys and applies to the New Mexico 011 Conservation Commission for
|

an amendment to Order No. R-4560 and in support of its application

states:

1. On June 25, 1973, this Commission entered its Order for

compulsory pooling all minefal interests in the Vada-Pennsylvanlan
Pool underlying the Northeast Quarter of Section 13, the Southeast
Quarter of Section 13 and the Northeast Quarter of Section 24 all
in Township 9 South, Range 33 East N.M.P.M., Lea County, New

Mexico. (
i
!

2. The Order entered by this Commission, in Paragraph 2 of
that Order, contalned provisoes outlining drilling and completion
schedules for the thriee standard 160 acre tracts.

3. Applicant has complied with the drilling schedules for
the wells in the Northeast Quarter of Section 13 and the Southeast
Quarter of Section 13, Township 9 South, Range 33 East, N.M.P.M.,

ly well-casing, Applicant is informed and belleves and therefore
states that it will be unable to comply with the drilling and

completlion schedule for the well to be located in the ﬁgrtheast

e s P

Quarter of Section 24, Township 9 South, Range 33 East, N.M.P.M.,
~— AA'M""M

Lea County, New Mexico.

WHEREFORE, Applicant asks that thils Commission amend its
Order No. R-4560 and grant to Applicant an extension of time un-
t11 materials become available for the drilling and completion

or abandonment of its well to be located in the Northeast

DOCKE! manlILED DOCKET MAILED
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7»Quarter of Section 24, Township 9 South, Range 33 East, N.M.P.M,,
xLea County, New Mexlco.

Applicant asks that this matter be set for hearing before

i
3
i
il
i
I
il

., one of the Commission's examiners at the next regularly scheduled§
ééexaminer hearing. é
§; The names and addresses of any persons who may have an intere?t
:,1n the subjJect property appear attached to an affidavit filed %

in New Mexico 011 Conservation Cases Nos. 4955, L956 and 4957.

i [ MONTGOMERY, FEDERICI, ANDREWS,
HANNAHS & BUELL

it

i By C;24Q€4&L¢¢4,(7225¢4Q¢/45 =
! P6st Office Box 2307 f
i Santa Fe, New Mexico 87501
o Attorneys for Applicant




