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Page.. ... ... 3 ............

MR. STAMETS: We'll call the next case, Case 5298,

MR. CARR: Case 5298. Application of Genural Amer-
ican 0il Company of Texas for compulsorv pooling, Eddy
County, New Mexico,

MR. EATON: Paul Eaton of the firm of Hinkle,
Bondurant, Cox & Eaton, representing the Applicant. We
have three witnesses.

(Whereupon, a discussion was
held off the record.,)
(Witness sworn.)

PAUL THOMPSON

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

DIRECT EXAMINATION

BY MR. EATON:

Q Would you please state your name, bv whom vou
are employed, and in what capacity?

A My name is Paul Thompson, I'm employed by
General American 0il Company of Texas in Dallas,Texas,

and I'm an Exploration Landman, Assistant Secretary of the

Corporation,
Q Have you previously testified before this Commis-
sion?
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Page...... ... 4 ..
A No, I have not.
Q Would you please give us your educational back-
ground and your work experience?
A I have a BBA Degree in Petroleum Land Management

from the University of Oklihoma in 1966, I have worked
with, since 1955 through March '71, with Amerada Petroleum
Corporation, later Amerada Hess Corporation. 1 started

as Land Trainee and moved up to Area Landman and served

in their Oklahoma City, Tulsa, Williston, North Dakota,
and Denver, Colorado, offices. From March of '71 to the
present I have worked in my capacity with General American
as I stated above,

Q What are your duties or responcibilities as
Exploration Landman?

A Primary duty is to supervise aiid direct all the
land functions that involve explorations projects and
prospects and ventures in on-shore United States. Included
in this would be responsibility for all negotiation
farm-in, farm-outs, leasehold purchases, etc., anything
having to do with exploration and well drilling.

Q Do you have responsibility for New Mexico for your
Company?

A Yes, I do.
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THOMPSON-DIRECT CASE 5298

MR, EATON: Are the Witness' qualifications
acceptable?

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

Q Mr. Thompson, what is General American seeking
by its Application?
A Ve seek to force pool all mineral interests in

the Pennsylvanian formation underlying the E/2 of
Section 29, ‘17 South, 29 East, Eddy County, New Mexico,
to be dedicated to the well drilling at a standard location
in said unit. We also wish to set reasonable well costs as
well as actual operating costs and charges for supervision.
We seek to designate General! American as the operator of
the well and also we seek a charge for risk involved in
drilling said well,

MR, EATON: Mr. Examiner, I would like to point
out that the Application on file here inadvertently
limits the formation to the Morrow formation. It was
intended to cover the Pennsylvanian formation., The
Notice, however, does cover the Pennsylvanian formation,
so we would like to amend our Application to extend to

the Pennsylvanian formation,

MR, STAMFTS: The Application will be so amended.
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BY MR, EATON:

Q Mr. Thompson, directing your attention first to
Exhibit No. 1, would you state what that Exhibit represents?

A Although Exhibit 1 is styled as a structure map,
my only purpose in testifying from this Exhibit is to
point out the acreage in question. General American owns
the acreage colored in yellow there in Section 29, the
location of the well is shown, the spacing unit, east half
of 29 is outlined in red, the southeast southeast of that
Section, which is not colored in, is 40-acre State-tract
lease which is owned by Tenneco 0il Company.

Q Is the rest of the east half of Section 29 in
Federal lands?

A Yes. The east half of 29 comprises 320 acres,

280 acres of which is Federal.

Q On which General American has the leases?
A Right.
Q And the white tract is a 40-acre tract which is

State land under which Tenneco 0il Company owns the oil and
gas leases, is that correct?

A Correct,

Q Have you furnished the State Land Office with

|| the copy or copies of the forced pooling Application and

Qe .
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Page.
other information with respeet to this forced pooling
Application?

A Right. We have furnished the proper State office

with various items and information it requires under its
Rule 51, which includes, among other things, a copy of
the Application, lccations, etc., and to the best of my

knowledge that has all been submitted,

Q Has the well shown on Exhibit 1 been commenced?
A Yes, it has,.
Q Do you know when that was started?

A August the 11lth.

Q And that well is located in whét, the northeast
quarter, southeast quarter of Section 297

A Yes, sir, the exact location is 1980 feet from
the south line and 660 feet line of said Section 29,

Q And it is the east half of Section 29 that is

dedicated to that well?
A It is, east half of 29,
Q Why is it that the well has already been commenced?
A The well has been commenced because of the avail-
ability of the rig at this point. The contractor that we
had contracted with, Aranco, scheduled to commence this

well in October, they had a cancellation, and we had to
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take the rig or lose the contractor for this well and
with the difficulty of obtaining rigs at the present time
we felt that it was prudent to go ahead and move the spud
date up,

Q All right; now, has Tenneco 0Oil Company joined
with you in the drilling of this well?

A No, they have not.

Q What efforts has General American made to get
Tenneco to join in this well?

A Well, Exhibit 2, which is a letter dated May 2nd,

1974, advised Tenneco that we planned to drill a 10,900-foot

) Morrow test at location, commencing as soon as practical
in view of rig and pipe shortages. I told them that we
planned to dedicate the east half and asked that they
join us. We further asked them that tﬁey, because of
the shallower zones with potential at locations where we
proposed, that we join from the base of the Abo down
through the depth drilled in the well.

Q What was Tenneco's response to your offex?

A Our Exhibit No. 3 is a copy of a letter dated
June 5th, from Tenneco, wherein they advise us that they

would like to defer the drilling of this test until such

time that they had drilled their well Morrow test in
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Section, in their letter they say northwest of Section 29,
I believe they mean northwest of Section 33, and they also
indicated that there were some Morrow tests to be drilled
in the northeast of 31 and felt like they should wait
the outcome of these two wells,

Q All right. Now, what was the next action that
your Company took?

A Exhibit 4, June 28th, we wrote to Tenneco and
told them that we still felt that we should proceed with
the drilling of this well and asked them to join us,

We offered to buy their rights below the base of the Abo.

We offered to farm~in their 40 acres from the base of the

Abo which would provide them with an override and a
backend of 50 pexcent,

Q What was Tenneco's response to that letter?

A Their letter response was July 22ad, our Exhibit
No. 5, and they advised, made no reference really to the
farm-out proposal, but they advised that their well
in Section 33 was drilling and that the No, 5 South
Empire Deep Well in Seccion 32, and I believe that should
be 31, was to commence in the near future and Tenneco
still advised that they felt it necessary to wait the

outcome of these wells., General American is also a working
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interest owner in this well in 31,

Q In othex words, General American has been unable
to get Tenneco to agree to join in the drilling of this
well, is that correct?

A That is correct,

Q Are there overriding royalty interests under the

proposed proration unit?

A Yes,

Q What is your Company doing to communitize those
interests?

A We prepared and circulated communitization

agreements to the overriding royalty owners for their

ratification.

Q Has that communitization agreement been filed

with the USGS?

A Yes, it has.,

Q Do you know, has it been approved as of this date?
A As of this date it has not.
Q

Do you anticipate that it will be approved by the

USGS within the very near future,

A Yes, I do,

Q Does the communitization agreement name General

American as operator?
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interest owner in this well in 31,

Q In othex words, General American has been unable
to get Tenneco to agree to join in the drilling of this
well, is that correct?

A That is correct,

Q Are there overriding royalty interests under the
proposed proration unit?

A Yes.

Q What is your Company doing to communitize those
interests?

A We prepared and circulated communitization
agreements to the overriding royalty owners for their
ratification,

Q Has that communitization agreement been filed
with the USGS?

A Yes, it has.

Q Do you know, has it been approved as of this date?

A As of this date it has not,

Q Do you anticipate that it will be approved by the
USGS within the very near future.

A Yes, I do,

Q Docs the communitization agreement nane General

American as operator?
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A Yes, it does,
Q And I believe you stated you are asking that the

Order of this Commission designate your Company as operator,

is that correct?
A That is correct.

MR, EATON: I have no further questions of this

Witness.

CROSS EXAMINATION

BY MR. STAMETS:

Q Mr, Thompson, will some other witness testify to
the depth of the well and expected completion date?

A Yes.

Q Is Tenneco the only other working-interest owner

in this east hal:i?

A Of record, that is correct.
Q They are the only ones that have not agreed?
A Yes, sir.

MR, STAMETS: Are there other questions of the
Witness?

MR, BATEMAN: If Mr, Stamets please, may we
enter appearances at this time? I am Ken Béteman of

White, Koch, Kelly & McCarthy, representing Tenneco..

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOMNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (508} 982-0388




THOMPSON-CROSS CASE 5298

CROSS EXAMINATION

BY MR. BATEMAN:

Q Mr., Thompson, I have a couple of questions, Ve
can refer to Exhibit 1,

A Yes, sir.

Q Would you identify on those wells, the two welle
that are, I believe Tenneco referred to as being either
presently drilling or proposed to be drilled in the
near future?

A Okay. The well that they mentioned, I believe
in Exhibit 3, as being in the northwest of 2¢ is the
well in the northwest of 33, Tenneco No. 1 Federal. I'm
not sure of the full name of thét well. The other,
South Empire Deep No. 5 well is the well that is shown
on Section 31 as proposed location,

Q Does General American have an interest in the
well in Section 317

A Yes, we do.

Q When that well is drilled, who will be the

operator? Will it be General American?

A No, sir, our well in 317
Q Yes.
A That is Amoco,
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Q Amoco?
A Is the operator of that unit, succeeding Midwest.
Q Now, you have testified concerning correspondence

of Tenneco. You have not received, have you, a refusal to
join, is that correct?

A At this time I would indicate that we think that
the correspondence would indicate that they refuse to join
at this time.

Q But you have not received indication from Tenneco
of their refusal to join at any time?

A No, sir.

Q You testified that you had previously scheduled
the drilling of this well in October. Was that informa-
tion ever communicated to Tenneco?

A Yes, it was. Several telephone conversations,
Actually we have tried to -- October was as early as we
hoped to begin -- commence even earlier than that, and
that was the best we could come up with.

Q Now, in your testimony concerning your letter of
June 28th, you testified concerning an effort to farm in
Tenneco, I don't believe you mentioned the proposal to

buy the acreage.

A Yes, sir, I don't believe I mentioned the amount.
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Q What was that amount?

A $125 per acre, subject to approval of title and

assuming no unusual burdens,

Q Do you think that price is appropriate under the

circumstances?

A I think it's a reasonable initial offer based on

my experience in the area,

Q You saw some potential for negotiation, is that

correct?

A I would think so.

Q Are you familiar enough with the operations of

your Company to state whether or not there would have
been any monetary lost to General American from delaying
the drilling of this well?

A Cutside of the tax considerations of getting the
well drilled in certain quarters, I can think of none,

however I'm not familiar with all of the ramifications

of it.

Q¢ Would you feel that the information which might be
available from the completion of the off-setting wells
might be of assistance to you in determining whether or

not this well should be proceeded with?

A If I may I would like to refer that to our geologiq
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and/or engineering testimony later.
Q Well, do you have any opinion concerning that?
A I think that any additional wells drilled always
is beneficial in giving control,
Q Thank you.

MR, BATEMAN: I have no further questions.

MR. STAMETS: Mr. Thompson, if Tenneco's letters
don't exactly say that they refuse to join, do they say
that they agree to join?

MR, THOMPSON: ©No, they do not.

MR, STAMETS: Are there other questions of the
Witness? He may be excused,

(Uitness previously sworn.)

LARRY J, DARNALL

called as a witness, having been first duly sworn, was

examined and testified as follows:

DIRECT EXAMINATION

BY MR, EATON:

Q Would you please state your name; by whom you are

employed, and in what capacity?
A My name is Larry Darnall, I'm employed as a

Petroleum Geologist for General American 0il Company in

Dallas,
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Page........ .10 .
Q Mr. Darnall, have you previously testified before
this Commission?
A No, sir, I haven't,
Q Will you please give us your educational back-
ground and your work experience?
A Yes, sir, I received a Bachelor of Science

degree in geology in 1958 from the University of Texas.
I attended graduate school at Louisiana State University
and in 1959 was employed by General American. Since
that time I have worked in exploration and development
geology over many, many areas of the continental United
States. For the past five years, or six years, I1've
handled most of General American's unitization work with
regards to geology. 1 have testified before mény other
state regulatory agencies, primarily the Louisiana
Department of Conservation.

Q Are you a member of any organizations?

A I am an active member of the American Association
of Petroleum Geologists and was recognized by them in
1969 as a Certified Petroleum Geologist.

MR, EATON: Are the Witness' qualifications

acceptable?

MR. STAMETS: Any questions? They are,
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BY MR. EATON:
Q Mr., Darnall, you are familiar with the Application

in this case and what General American is seeking, are

ycu not?
A Yes, sir, I am,’
Q Please refer back to Exhibit No. 1 and state in

detail what that Exhibit portrays.

A Exhibit No. 1 is a structure contour map on the
base of the Morrow section in the South Empire Grayburg
Field area of Eddy County, New Mexico, and as Mr. Thompson
said,our proposed 320-acre Pennsylvanian Unit is outlined
in red, and the location of the unit well is circled in red.
And, again as he said, it is an orthodox location scaling
1980 from the south line, 660 from the west line of the
Section. As vou can see, the structural configuration is
a simple southward nosing and no structural closure is
indicated,

I would now refer you to the well circled in
yellow on this Exhibit. This is the Horizon 0il and Gas
No. 2-28 State and its scale is approximately 125 feet east
of our location and this well circled ia yellow is shown
on Exhibit No. 6 as a type log for the area.

Q Okay. Would you refer to Exhibit No. 67

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (503) 982-0386




DARNALL-DIRECT : CASE 5298
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A Yes, sir.
Q And state what that Exhibit indicates?
A Yes, sir, As I said, Exhibit No. 6 is a portion

Compensated Neutron Formation Density log on the Horizon
State No., 2-28, Shown on this Exhibit are several tops,
the top of the Pennsylvanian at 8880, the top of the
Canyon -at 9410, the top of the Strawn at 9738, the top of
the Atoka, 10,160, the top of the Morrow, 10,356, the

top of the Chester or the Mississippién at 10,846. Now,
the perfs of this well is completed from perfs that are
shown in red, perforations in the Atoka being 10,327 to
41, and the Morrow being 10,709 to 22. Now, we're asking
that our unit be set up to include the Pennsvlvanian, and
that is the section shown between the red lines from 8880
to 10846 on this Exhibit, You might also note that in the
lower Morrow we've labeled four zones, A, B, C, and D,
and these zones will be referred to in our next two

Exhibits,

Q Okay. Going then te Exhibit No, 7, what does
that Exhibit represent?

A Exhibit No. 7 is a net pay isopach to what we
refer to as Morrow A and B zones. Morrow production in

this area has been entirely dependent on the development of
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porosity and permeability. VWater hasn't been any problem,
As you can see the porosities, and therefore the pays,
range from 53 feet in the El Paso lLeonard State Well,
circled in green, to zero feet in many, many flank wells,
We hope to encounter about 30 feet in net pay at our
location, but or course, rapid changes do occur throughout
the field.
Q All right., What does Ixhibit No. 8 show?
A Exhibit No., 8 is another net pay isopach on what

we call the lower Morrow D zone, another producing zone
in the field, As you can sce looking at the Exhibit, D
zohe poroéity has ‘been much more poorly developed than
in the A and B and it has been much harder to find, but
we do hope to come up with about 10 feet in net pay in
our well,

Now, I would like to talk about risk for a minute.
As we've shown, structure is not playing any real part
in the entrapment of hydrocarbons in the Morrow formation,
and permeability development and porosity development,

)

entrapment has been solely dependent on porosity and
permeability, and there is no question that this develop-
ment is extremely hard, if not impossible, to predict.

1 would now like to refer you back to Exhibit
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No. 7. Prior to the drilling of the El Paso-Leonard State’"
Well, which I have shown circled in green on this Exhibit,
Gulf drilled a Morrow test in Section 24, this well is
circled in blue, and resulted in a dry hole. Now, after
the drilling of the El Paso-Leonard State discovery, again
circled in green, 6 off-sets were drilled to this well
in many different directions and all encountered zero
porosity in the Morrow. These wells are all shown circled
in pink. As you can see, porosity drops from 53 feet in
the El Paso No. 1 Leonard State Well circled in green to
zero feet in the El Paso No. 2 Leonard State to the west
in a matter of cnly about 1000 feet, so changes are occur-
ring very very rapidly. The H.L. Brown No., 1 Dodd Federal,
circled in orange, finally found the Morrow permeability
and porosity again,

With regard to the question to Mr, Thompson by
Tenneco as to information that we might gain from the
Tenneco well in 33, I would answer it this way: Anytime
you drill another well you end up with more contrel, but

we think we've utilized the control we've got in a very

reasonable manner. You can drill and drill and drill;

you probably never are going to have enough control, But,

I will say this, if Tenneco makes a well down there, and
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I hope they do, it would in no way discourage me from
feeling that our location is a good one. On the other
hand, if they make a dry hole, I would feel that we've
got the porosity correctly mapped and that it lies to the
north, so I don't really see that the Tenneco location
matters., It certainly wouldn't discourage me in any way
regardless of their wells.

Now, we've estimated the dry-hole costs, and
these costs Mr. Crow will get into later, but we've
estimated dry-hole costs of $232,000 and a completed-well
cost of $365,000 for our tests. Then, in view of these high
costs, and the tremendously erratic nature of the Morrow
porosity development, which does govern accumulation,
we can't think of a case where 200 percent risk charge
would be more applicable and we therefore respectfully
ask that the Commission set the risk charge at 200 percent.

Q Mr. Darnall; did you prepare Exhibits 1, 6, 7 and

A Yes, they were prepared under my supervision.
MR, FATON: We offer these Exhibits as well as

Exhibits 2, 3, 4 and 5 to which Mr. Thompson testified

as evidence.

MR, STAMETS: Any objections to the admittance
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of these Exhibits? They will be so admitted.
(Whereupon, Applicant's Exhibits
Nos. 1 through 8 were admitted into
evidence.)
MR. EATON: I have no further questions of this
Witness.
MR, STAMETS: Are there questions of the Witness?
Mr. Bateman?

MR. BATEMAN: Yes, Mr. Examiner.

CROSS EXAMINATION

BY MR. BATEMAN:

Q ‘Mr. Darnall, I have a couple-of questions. Has
the Atoka been any consideration in determining whether

or not to drill this well, the potential for production?
A It certainly has not been something that has
hurt the decision to drill the well. I thiqk we would
have drilled the well regardless of the Atoka discovery,
but I frankly wouldn't have another zone to shoot at,

It helps.

Q Okay. Now, 1ls the Atoka as difficult to predict

as the Morrow as you testified?

A I would say that if you've got one Atoka producer
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down here that it would be pretty difficult to predict.

Q Would additional control be of assistance to you?

A On the Atoka additional cgntrol would be of
assistance, on the Atoka.

Q Let's come back to the question that I had before,
is characteristically the Atoka as difficult to predict
as the Morrow?

A Well, I would say that in this aréa you have one
Atoka producer, I don't know what's going to come from
here, You may find that you're on the edge of something
that's easy to predict; I don't know.

Q You testified that the Morrow was -~ prediction
of the Morrow related solely to the question of permeability
is that correct?

A Permeability and porosity.

Q Porosity. Is that characteristic of the Atoka
production?

A Right now it would appear so.

Q Uniformly?

A Uniformly what, we've got one well, I mean I
don't, we have one well that is productive from the Atoka.
I would say yes, it is hard to predict.

Q 1 assume from your testimony, however, that Morrow
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found in other areas, say the Permian Basin, prediction
of Morrow production is as difficult in other areas as
it is here, is that correct?

A Well, I don't really think that -~ Morrow produc-
tion is difficult yes, but T would say that we are talking
'about this area and it's obviously very hard to predict in
this area.

Q All right. Now, talking about controls, you
made the statement that the result of the Tenneco well in
Section 33 would not discourage you. Could it be that
the result might encourage you?

A Well, we're encouraged enough now., It might
encourage you.

Q I think that's the point of this discussion,
frankiy. Now, what about the well in 31? You say that
according to your Exhibit No. 7 that Tenneco location
in Section 33, according to your calculations, doesn't
affect the Morrow?

A No, that's not what I said. I didn't say that
it doesn't affect the Morrow, I said that it wouldn't
affect our desire to drill the well in the location we
have proposed, regardless of what the results are., It
would certainly affect the Morrow.
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Q Okay, we're not arguing that point, The indica-
tion of Exhibit 7 is that your location in Section 29 is
a better location than Section 33, is that correct?

A That's right.

Q Now, would the information that could be obtained
from the well proposed to be drilled in Section 31 have

any value to you?

A Any new control has value, but I would say this:

I don't think that the information obtained from the well
in Section 31 or the well in Sectiorn. 33 would in any way
now alter any plan that we have in drilling the Morrow
well where we've shown. I don't think it would.

Q You testified that you think that this is a
prime case for 200-percent-risk penalty, but in view of that
you have proceeded without an absolute indication that
Tenneco's not going to cooperate with you,

A Well, I don't know whether this is my question or
Mr. Thompson should be answering it, but our indication
to this point has been that Tenneco was not going to
cooperate. I mean, we've gotten down to the point the

well's drilling and we have gotten no response, so this

has been our assumption.

T Q Now, you think .that at leas% there is a potential

e
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for a high return from the well which you located in
Section 29, is that correct?
A Well, we hope so, We wouldn't be drilling it if
we didn't hope so.
- Q Fine.

MR, BATEMAN: No further questions,

MR, STAMETS: Will the other witness testify as
to the current drilling data from the estimated completion
date?

MR. DARNELL: Yes, sir.

MR, STAMETS: 1 have one other question., Since
these two factors may affect Ehe risk factor, will he also
speak to risk factor in that regard?

MR. DARNELL: Yes.

MR, STAMETS: Okay. I have no questions for this
Witness, he may be excused,

(Witness previously sworn.)
ROY CROW
called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR, EATON:
Q Would you please state vour name, by whom vou are
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employed, and in what capacity?

A My rame is Roy Crow, I'm employed by General
American 0il Company of Texas located in Loco Hills, New
Mexico. My capacity is District Superintendent, New Mexico-
California area.

Q What are your responsibilities in that capacity?

A I'm responsible for all operations in New.Mexico,
California, production, drilling, all phases of operations
of General American.

Q Have you previously testified before this Commis-
sion in that capacity?

A I have,

MR, EATON: Are the Witness' qualifications
acceptable? |
MR. STAMETS: They are.

BY MR, EATON:

Q I assume you are responsible for overseeing the
drilling of this Green A No, 3 Well?

A This is true,
Q What is the projected depth of that well?

A The projected depth of Green A No. 3 is 10,900

feet.

T Q And T believe Mr. Thompson may already have testified
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to it, but when was that well commenced?

A On August the ilth,

Q Why was it commenced at that time, Mr, Crow?

A Well, as stated before, we tentatively tried to
get the well set up for somewhere arouand this date and

the only drilling contract we could firm up was around

October the lst, and later we were advised by the drilling

people that we could swap our spot of October lst for
this particular date here and all of our management and
people were ready to proceed with the well at this time
rather than taking the chance of being even maybe next
b year before we could sign another rig contract,

Q The Horizon Well in Section 28 is a producing well,

is it not?

A Yes, the Horizon 228 is a producing well .
Q And it's offsetting your proposed well?

A This is correct; it is to the east,

Q What is the contemplated completion aate of

your well?

A Barring any unforeseen difficulties, possibly
somewhere around September the 25th.
Q Have you had prepared under your supervision

T an exhibit which reflects the estimated well costs of
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this well?
A That is correct.
Q Is that Exhibit No. 97
A Exhibit No. 9 was prepared under my supervision

for well costs, both dry hole and completed well, dry
hole costs of $232,000 and completed well for $365,000.
This was based on current wells that we have participated
in in recent months and also a well we drilled ourselves
in the past few months, so they should be very reasonable,

Q Directing your attention now to Exhibit 10,
would you state, Mr. Crow, what this Exhibit is intended
to show?

A Exhibit 10 is the COPAS Form for accounting
procedures in drill point operations. This Exhibit is
intended to point out the drilling cost of $1350 rate per
month and the $200-per-month-operational-combined-fixed rate
for operations in foreman.

Q What are the basis for those supervision figures?

A There figures were compiled by our Account .3
Department basing that this is on what they feel it will

take to operate the well and prepared figure for operations

of the well.

A

— Q From your experience, do you consider these
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o charges to be reasonable and fair?
A I do, and the fact that we participate in other

units in the area, which, with their combined rates of
foreman, would be approximately these same figures.

Q Mr. Crow, will approval of General American's
Application before this Commission avoid the drilling of

additional wells or uunnecessary wells in the east half

of 297
A Yes.
Q In your opinion will it protect correlative rights

and afford to each owner in the east hélf of Section 29
the opportunity to recover its fair share of the gas under
that unit?
A Yes,
MR, EATOH:’ we offer Exhibits ¢ and 10 into
evidence,
MR, STAMETS: Any objection? These Exhibits

will be admitted into evidence,

) | (Whereupon, Applicant's Exhibits

9 and 10 were admit:ted into evidence,)

(Whereupon, a discussion was held

off the record.)
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MR, EATON: Ue have no further questions.

MR, STAMETS: Mr. Bateman, do you have some
questions of the Witness?

MR, BATEMAN: Yes, Mr. Examiner, I do,

CROSS EXAMINATION

BY MR. BATEMAN:

Q You testified that the drilling contractor notified
you that you had availability of the rig for August and
that'you had contracted to begin this well in October,
is that correct?

A That is correct.

Q Could you have made the decision tc proceed to
drill in October rather than in August?

A Well, our particular plans were all finalized at
this time and we saw no reason to delay the drilling

any longer since the rig availability was now at this

particular time.

Q The contractor remained committed to have a rig
available in October, is that correct?

A Well I suppose this would have been possible but
in our conversation it was more of a swap than it was

but there was nothing legal tied to it . It was more a

swap of our place in llne.
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Q Assuming your plans had prohibited drilling in

August, you could have proceeded to drill in October, is
that correct?

A Well, there would have been no guarantee that the
rig availability would have been the exact time; it would
have been somewhere in October,

Q Now, referring to Exhibit 10, which is the
accountingiprocedure for joint operations. 1Is this
Exhibit identical to the Exhibit, or the document that
has been completed and executed by General American?

Has this been made available to Tenneco?

A Not to my knowledge.

Q As a matter of general business would you make
it abailable to me?

A I assume they would,

Q Now, is this Exhibit, Exhibit No. 10, any different
than any other accounting procedure of joint operational
form that has been executed by your organization in the
past?

A Not to my knowledge.

Q I believe you testified that you had Exhibit 9
prepared under your direction?

A That is correct.
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o Q Has Exhibit No. 9 been forwarded to Tenneco 0il

Company for their consideration?

A The total figure was given to Tenneco, not the
itemized list, The total cost figure was, the dry hole
and total completion cost.

Q Do you know who forwarded that information to

Tenneco?

A I believe Mr. Thompson,
MR, BATEMAN: No further questions.

CROSS EXAMINATICN

BY MR, STAMETS:

i Q Mr. Crow, if the normal Commission forced
pooling order were issued relative to this well, the

various time limits set out there could result in this

well being down before Tenneco would have to determine whetWer

or not they would propose to join in the drilling of the
well. Do you have some special time limits that you would
propose in the order?
A I believe we are prepared to ask for 30 days from
this date. 1Is this not true, Mr, Eaton?
MR. EATON: Yes, sir., Mr. Examioner, we would
request Lhe Commission that in view of the fact that as

I of today Tenneco has been submitted a schedule of the

ot
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estimated well costs as well as the supervision charge,
that the order, if and wheu entered, should provide that
Tenneco shall have a certain length of tiwme, maybe 20, 25
days from today,in which to pay its sharve of the estimated
well costs in lieu of paying its cost out of production,
We believe that 20 or 25 days from today would give it
sufficient time in which to review this schedule, which
was Exhibit 9, and make its decision and that decision

would be made prior to the estimated completion of the

well,

MR, STAMETS: Any of your Witnesses may answer this

question. Did anyone notify Tenneco that the weil was
being commenced back in August?
MR, THOMPSON: Yes. This letter was not submitted,
we could make it an Exhibit, but on August 6, a letter,
this was after Exhibit No, 5 replied concerning they
still wanted to wait; we again ask them to join us, refer
i to our previous correspondence, tell them that we antici-
pate the well will be started on or before August 10th,

1974, and that we would like for them to reconsider our

p roposal,and we again ask them to farm-out and then we

ask them reply on or before August 16.and we have had no

reply to this letter.
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MR, STAMETS: I think that should be an additional
Lxhibit,

MR, EATON: All right.

MR, STAMETS: Was Tenneco supplied the informa-
tion on the AFE by telephone or by written communication?

MR, THOMPSON: We have by telephone supplied those
costs set out there; we also had given them some previous
costs that we had on our original AFE. My initial visit
with Tenneco's Mr. Venus in their Denver Office, before
any correspondence took place, indicated that they would
most likely not join, and for that reason we never went thrg
the task of preparing a formal AFE to send to them, be-
cause they're out of date about 30 days after you send one
out,

MR. STAMETS: So tcday is the first day
Tenneco or its representatives have seen the AFE here
presented?

MR, THOMPSON: Itemized list.

MR, STAMETS: Thaonk you.

MR, EATON: Mr. Thompson, I refer you to what
has been marked for identification as Applicant's Exhibit
No. ll. 1Is this the letter which you have testified to
dated August 6th, 1974, which was sent by General
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American to Tenneco advising Tenneco that General Awmerican
had elected to proceed with the drilling of the test,
has made application to the 0il Conservation Commission to
force pool and that the test would be spudded on or be-
fore August 10, 1974, and is this the letter which also
says that you would like Tenneco to reconsider your
proposal to it? |

MR, THOMPSON: Yes, sir.

MR, EATON: We offer Exhibit No. 11.

MR, STAMETS: 1Is there any objection?

MR, BATEMAN: No objection,

MR, STAMETS: It will be so admitted,

(Whereupon, Applicant's Exhibit

No., 11 was admitted into evidence.)

BY MR, STAMETS:

Q Mr, Crow, what is the current drilling depth of

the well in question?.

A The current depth was probably approximately 3100

feet vhis A.M.

Q what is the name of that well?

A Green A No., 3,

MR, STAMETS: Are there other gquestions of Mr,

Crow?
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MR, BATEMAN: No further questions,

MR, STAMETS: Do you have any questions of Mr,
Thompson? The Witness may be excused. 1Is there anything
further in this Case?

MR. BATEMAN: I would like to make a brief state-
ment if I may. o

MR, STAMETS: Yes, Mr, Batemgn.

MR. BATEMAN: On behalf of Tenneco,] draw the
Commission's attention to the correspondence which in our
view indicates nol as implied by the Applicant the
unwillingness of Tenneco to participate, It implies that
Tenneco was making considerations which it believed were
prudent and pointing out that two other wells were either,
well, two wells, one of which was drilling and the other
which was proposed offsetting the proposed location,
which it felt would provide, as indicated ia Exhibit No.
3, the necessary stratigraphic information of the Morrow
upon which it could base an evaluation of the proposed
location, There has never been any indication that
Tenneco didn't have the intention of proceeding or par-
ticipating. It merely indicated that on the basis of
prudent business operations it felt that additional infor-

mation would be available in the near future and therefore
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should be considered prior to making the decision whether
or not to join. Concerning the risk, T think it is
quite apparent that the risk is not a consideration to
the extreme that Mr. Thompson, I believe, testified to.
General American has made its unilateral decision to
proceed to finance the drilling of the well and I'm sure
on the expectation of high return. Furthermore, T don't
believe this is the case in which the forced pooling
statute is directed. Cases in which under no circum-
stances will other working interest owners or royalty
interest owners participate. This is merely a case of
negotiations which General American on its own volition
has broken off by commencing drilling of the well,
Cbviously, had they waited a little farther in the year,
toward the fall, it's quite possible that Tenneco

would have made the decision to participate and they
could have proceeded even based on thé projected date

in October that they had rig availability for,.

In that regard, therefore, if the Commission
determines that the area should be, or the unit should be
forced pooled,\I do not believe that the Commission should
award any penalty whatsoever to General American for its

proceeding under the circumstances in this Case. As I
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pointed out, I believe that they have unilaterally broken
off negotiations and have determined that they are going
to go ahead on their own at their own expense and on

the expectation of high return,

I think there is one further consideration that
should be made by the Commission in determining the
question of risk, and that is the terms of the offer made
by General American, which are contained in a letter which
is Exhibit No, 4, Without elaborating on it, I believe if
the Commission analyzes the terms of that offer, I do not
believe the Commission should conclude that Tenneco should
be criticized or penalized for failing to accept it.

Therefore, in summary, I believe this is a
question of continuing negotiations and that no penalty
whatsoever should be affixed.

MR. STAMETS: Mr, Eaton.

MR, EATON: The forced pooling statute, as I
recall, would apply if parties owning different tracts
are unable to agree upon the drilling of a well, General
American advised Tenneco on May the 2nd, Exhibit No. 2,

of its plan to drill this well and established the

exact location, depth, etc. A month later Tenneco re-

sponded, Exhibit No. 3, and sald neither aye or nay.
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On June 28th General American again wrote Tenneco and
said, 'Please join with us in drilling this well, or

if ycu don't want to join with us then we would be willing
to buy your deep rights for a certain price or we would
~be willing to take a farm out,“ But again we asked them
to join with us in drilling the well. They responded
July 22 without saying aye or nay. Obviously they ﬁad
not agreed to join us in drilling the well. Then, on
Exhibit 11 we finally advised Tenneco that we were going
to go ahead qnd drill this well by a certain date and
please reconsider our offer, our proposal to ioin in
drilling the well, and they have not done so so I think
there is no question on the applicability of the forced
pooling statute, The statute does provide for risk.

We believe that thére is a large risk in drilling this
well. Tenneco apparently feels likewise that there is a
large risk in drilling this well since it is very
hesitant in joining In the drilling of the well. In fact
it apparently refuses to join in the drilling of the well
up to this point in time. The testimony of Mr. Darnall
certainly suggests extreme risk. The existing wells, as

reflected on Exhibit No. 7,show that this is a very risky
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proposition, Obviously General American thinks that it

is going to get production or else it wouldn't drill the

well, but a iot of

that the application of the 20(G-percent-risk charge is
in point in this particular case.
We do further believe or suggest and request,
as I said before, that Tenneco be given 20 or 25 déys from
today in which to make a decision whether or not it wants

to pay its share of the estimated well costs based upon

Exhibits 9 and 10,
today. We believe
the circumstances,
Tenneco is already

of the area and it

decision in that period of time.

Thank you,

MR, STAMETS: Anything further in this Case?

We will take the Case tiunder advisement.
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risky wells are drilled. We believe

which have been furnished to Tenneco
that that is a reasonable time under
particularly in view of the fact that
drilling in the area and is knowledgeablsg

certainly should be able to make a
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STATE OF NEW MEXICO )

S’ SNt

COUNTY OF SANTA FE

I, RICHARD L, NYE, Court Reporter, do hereby certify
Lhat the foregoing and attached Transcript of Hearing be-
fore the New Mexico 0il 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.

z424¢2%%/ 8i%3?/11

RTCHARD L. NYE, Codrf Reporter

I o nereb&loertify that the foregoing i
a complete reocord of the prooceedings in

the Examiner hearing of Case No.3.42& .
heard by me on..&%

Y

PSPPI 1

- New Mexicé.biinéo

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87801
TEL. (505) 982-030¢




LLAS XA 0209 i
February 10, 1976 /é{ F R

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

Attention Mr. A. L. Porter, Manager and Secretary

Tenneco 0il Company
1200 Lincoln Tower Building
Denver, CO 80203

Attention Mr. D. C. Myers, Division Production Manager 7_//6/7é

RE: Green "A" No. 3 Well,
New Mexico 0il Conservation Commission
Case No. 5298, Order No. R-4846,
Pennsylvanian Formation Compulsory Pooling,
E/2 of Section 29, T-17-S, R~29-E, NMPM,
Grayburg Atoka Field,
Eddy County, New Mexico

Gentlemen:
Pursuant to my previous letter of January 14, 1975, regarding the costs

incurred by General American in the drilling, completing and equipping
of the referenced well, there are attached hereto two schedules outlining

the final costs on this well,
Should there be any questions regarding the attached data, please advise.
Yours very truly,

GENERAL AMERICAN OIL COMPANY

T.” Patteérson
Asst., Vice President, Production

ms
Attachments

ce: N. W. Krouskop
D. C. Apeland

R. L. Crow ] ,
hm
W. Moore ] With Attachments

File - PIW, C




Estimated and Actual Well Costs SCHEDULE 1 New Mexico 0f1 Conservation Commission

General American Green "A" #3 Well Case No. 5298, Order No. R-4846

Grayburg Atoks Field Pennsylvanian Formation Compulsory Pooling
E/2, Sec. 29, T-17-S, R-29-E, NMPM
Eddy Couaty, New Mexico

Estimated Cost - § Actual Cost - §
Iten Intangidles Tangibles Total
Drill § Test
Location, Roads & Pits $ 5,000 $ 5 5,000 $ 3,670
Drilling - 10,900" @ $11.30/¥Ft. 123,170 123,170 122,052
- Daywork - 2 Days @ $2,300/Day 4,600 4,800 21,065
Surface Casing - 330’ - 11-3/4" OD, 42#, H-40 @ $8.35/F¢. 2,756 2,756 2,573
- Cement, Service, Attactments, Trucking 2,000 2,000 1,702
Intermed. Casing - 2650' - 8-5/8", 24# & 32#, X-55 @872.40/F¢t. 19,610 19,610 o 15,133
. ~ Cement, Service, Attachments, Trucking 3,750 3,750 2,133
Logging - Wireline - DIL, CNL, CDL, Dip Meter & Rig Time 14,600 14,600 16,642
- Mud Logging 5,000 6,000 6,427
Drill Stem Testing -~ 3 Tesis @ $3,600/Test Including Rig Time 10,800 10,800 6,857
Mud Additive & Water 16,000 16,000 29,726
Casing Head Assembly 2,500 2,500 2,822
Geological & Engineering Supervision 4,000 4,000 4,496
BOP Test 1,000 1,000 463
Rental Equipment 1,500 1,500 1,262
Pistrict & Ceneral Administration Overbead - 60 Days B545/Day 2,700 2,700 2,352
Taxes & Miscellaneous Contingencies 11,000 1,000 12,000 2,194
Sub-Total Drill & Test $ 206,120 $25,866 $231,986 $241,569
Less Actual Cost to Test Non-Pooled Zoms (DST's 1-4 and Daywork ) [13,627]}
Sub-Total - Actual Drill and Test Costs $227,942
Complete & Equip
Production Casing - 10,900 - 5-1/2", 15.5f & 17¢, K-55 & 17#, N-80 €$5.30/Ft. 57,770 57,770 37,168
~ Cement, Service, Attachvents, Trucking 5,500 5,500 5,624
Production Tvdbiog - 10,900' - 2-3/8" EUE, &.7%, N-80 @51.99/Fc. 21,691 21,691 10,506
Perforating & Stimulatfon 6,500 6,500 6,608
Packer 1,500 1,500 378
Well Servicing Unit . 6,000 6,000 1,895
Tubing Head, Valves & Misc. Conn. 4,000 4,000 10,575
AOF Test 3,000 3,000 859
Hezter ~ Dehydrator Unit 14,000 14,000 38,446
Storage Facilities 3,000 3,000 1,310
Flowline - 1,000 1,00¢ 465
Labor, Burden & Benefits 2,000 2,000 4,280
Engfineering Supervision 500 500 -0 -
District & Genersl Adwministration Overhead - 10 Davs €$60/Day 600 600 -0 -
Taxes & Miscellaneous Contingencies 1,500 5,000 6,500 854
Sub-Total Complete & Equip 25,600 107,961 133,561 118,968
Total - Drill, Test, Complete & Equip $231,720 §133,827 $ 365,547 $346,%10

Escimated Cost by W. T. Pattefson - 8-16-74
Actual Cost by B, Rupe - 1-13-75
and M. Inmap - 2-5-76




GENERAL AMERICAN Q1L COMPANY OF TEXAS A.F.E.DETAIL Joap e 1 A¥E Xo 40-75C09-1
No. of Coptes] Aces- Code | B con 3299,069,00 [ouuie:  New Mexico
1 Pusore GREEN "A" #3 - Eddy County, New Mexico o s GAO tterest
:“° 5 ot . Drill and test through top of Miassissippi at approx. 10,900' pplament } Tt Profie N
otal ArX . D-40-10 EX. 74-18 {3 ement _§ Costto Dete § b
! t‘::l io‘u "y
DATER REFEZRENCE DESCRIPTION TANGIBLE & DNTANGIBLE * BALANCE

74 AUG 27211 Rector Well Equipment Co., Inc. - Wellhead 2,801.00
74 AUG 27274 Falcon Bquipment Co. - Furnish labor and material to line pit w/reinforced plastic 1,186.00
74 AUG 27440 Man Welding Service - Welding to spot collars and shoe on 10-3/4" striog 73.00
74 AUG 50 ¥, T. #10 - 30 jts. 8-5/8" OD casing Z4F K-55 ST&C 1341.15' cond. A @ 577.19 7,741.00; ‘

1 3t. 8-5/b" OD casing 32# J-55 ST6C 8rd 40.50" cond. A @ 513,58 208.00; 40 jts.

8-5/8" OD casing 32# K-55 ST&C smls. 1288.62' cond. A @ 551.91  7,112.00 15,061.00 |
24 AUG 50 M, 7. #11 - 11 jts. 11-3/4" Casing 42# H-40 STSC RG. 2 345.50" cond. A @ 744.78 2,523.00 ‘
74 AUG 2 Labor 527.00; Burden 110.00; Benefits 201.00 838.00
74 AUG. | 28000 Man Weldfing Service -~ Cut off 8-5/8" casing 58.00 |
74 AUG 28000 Map Welding Service - Cut off casipg and weld head on; cut threads out of collar 87.00 ‘
74 AUG 28261 Standard Corp., - Ells for water lice 21.00 i
74 AUG 28261 Standard Corp. - Miscl. supplies 15.00 |
74 AUG 28302 Steve Curter & Som - Haul salt water to rig 415.00 |
74 AUG 28473 Yellow Jacket [ools - Service, Inc, - Pressure test blowout preventer 463.00 |
74 AUG 54 Co. Unic #40-135 - 1968 3/4 Ton pickup -~ 6 brs. 6.00
74 AUG 54 Co. Unit #40-136 - 1968 Chev., 3/4 Ton pickup ~ 15 hrs. 15.00
74 AUG 54 Co. Unit #40-71140 - 1971 Ford 4 x &4 w/Hdbar welder - 2 hrs. 7.00
74 A Sh Co. Unit #40-74141 - 1974 Ford winch truck - 19 hrs. 76.00
74 AUG 28360 Hallidurton Services - 8-5/8" Cewent guide shoe, insert float valve & Centralizers 269.00
74 AUG 28360 Halliburton Services - Cement, chemicals, 8-5/8" Rubber Plug & pusp services to

cement 8-5/8" Inter. casing 1,719.00
74 AUG 28360 Halliburton Services - Cemeant, chemicals, 11-3/4" Wooden plug and pumping services

to cement 11-3/4" surface casing 1,447.00
74 AUG 28360 Halliburton Services - 11-3/4" cement guide shoe & centralizer 182.00
74 ANG 28455 Sweatt Constr. Co. - Level and caliche pad 190' x 250', Caliche approx. 200 x 12' wide

turn out roads 1,976.00 29,288.00%x
74 SEPT | 28650 Bethlehem Steel Corp. - 2400 Sample bags AL © 712,00
74 SEPT | 28667 Steve Carter & Sen - Hauliog brine water for drilling $9.00
74 SEPT | 28667 Steve Carter & Son - FHauling brine water for drilliag 236.00
74 SEPT | 28761 Rector Well Equipment Co., Inc. -~ Price edjustment on Cash. Voucher Ref. 27211,

August, 1974 - Additional Charge 21.00
74 SEPT | 2889S Baroid Div., KL Ind., Ioc. - Drilling mud 12,622.00
74 SEPT | 28916 Rallidburton Services - Drill Stem Test #3 . 1,094.00
746 SEIT | 28916 Hallidburton Services - Drill Stem Test #2 1,094.00
74 SEPT | 28916 Hatliburton Services - Drill Stewm Test #} 1,060.00
74 SEPT | 29242 Baroid Div., NL Ind., Inc. -~ Drilling aud 8,657.00
74 SEPT | 29262 Halliburton Services = Drill Stem Test #4 1,135.00
24 SEPT | 2 Labor 618.00; Burden 141.00; Benefits 219,00 978.00
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GENERAL AMERICAN OIL COMPANY OF TEXAS A.F.E. DETAIL Page %> 2 ArE Ko 40-75009-1
Ho_of Coples] Acct. Code ﬂ%;,., $299,069,00 |Disvicr New Mexic
i Purpose GREEN "A" #3 - Eddy County, New Mexico pplemest 3 GAO Interest -
QA0 of . Drill and test through top of Mississippi at spprox. 10,900’ st § Net Prodit A
Toa S| are D-40-10 EX 74-18 et Cortta Date 4
e ..f“
DATE REPERENCE DESCRIPTION TAXGIBLE * INTANCIBLE % BALANCE
74 SEPT 29627 B, F. Walker, Inc. - 74 jts. 2418" - 5-1/2" 15.50# K-55 ST&C R-2 casing; 94 jts. -
3061 - 5-1/2"" 17# R-55 ST&C R-2 casing; 130 jts. 5676' - 5-1/2" 17# N-80 LT&C R-3
casing - Load, check and tally and baul to lease §84.00
74 SEPT | 29710 Baroid Piv. - Drilliog wud 4,102.00
74 SEPT | 29877 Steve Carter & Son - Transports w/drivers to haul brine water 177.00
74 SEPT | 54 Co. Unit #40-71140 - 197]1 Ford 4 x 4 w/Holbar welder - 3 hrs. 11.00
74 SEPT | S4 Co. Unit #40-74141 - 17 hrs. - 1974 Ford winch truck $8.00
24 SEPT | 30054 Moranco - Contract Drilling - Daywork: 189 hrs, @ $95.8334 p/br. 18,112.51;
20.75 hrs. @ $91.6667 p/hr. 1,902.08; Drilling 10,927 TD Less 10’ Substructure
= 10,917' @ $10.75 per ft. 117,357.75; 4% Sales Tax 5,494.89; Third Party
Charges (Eddins Walcher) 206.70; (Union Supply) 42.67; 143,116.60 1{03,117100 204,915.00%*
74 OCT 30320 Baroid Div. NL Ind., Inc. - Drilling Mud g 6,273.00
74 OCT 30337 Exploration Services, Inc. - 28 Days Full Crev - Hydrocarbon Well Logging Services
9/1 thru 9/28/74 and Mileage Rig Up & Rig Dowa Unit 6,427.00
74 oCT 30339 Halliburton Services - Drill Stea Test #6 1,237.00
74 OCT 30339 Halliburton Services - Cemeat, chemicals, 5-1/2" guide shoe, float collar and .
Centralizers - Cement 5-1/2" long string 4,432.00
74 OCT 30339 Halliburton Services - Drill Stem Test #5 1,237.00
74 OCT 30341 I/W Inc. = Haul 270 bbl, fresh water 87.00
74 oct 30353 Rector Well Equipment Co., Inc. - Slip Packoff Assy. Rector SP-2A 10" x 5-1/2" 0D !
Ring Packoff Rector RNO-2A Kom 10" x 5-1/2" OD, Ring Fackoff Rector Top D§ Nom 10" x
5-1/2" OD, Ring Packoff Rectcr Ctr' DS Noa 10" x 5-1/2" OD, Ring Packoff Rector Btm ¢
- 3 DS New 10" x 5-1/2" OD and Packing Rector S Now 10" x 5-1/2" OD 2 per pack off : 739.00
oCT 0357 Schlumoerger Well Services - Logging
74 OCT 30361 Standard éorp. - Miscl. :onns. Beins ; 20.00 14,998.00
74 oCT 30458 Star Welding Service - Welder and unit to cut off 5 - 3/4" -8" by directions 100.00
74 oCY 30474 Thrasher Trucking Co. - Furnish service and equipment to load, haul and unload
1 - Shale Shaker on lease : 401.00
74 OCT 30513 Jess E. Moorc - Geological Well Supervision & Expenses August 28 thru Octcber 4, 1974 4,466,00
74 OCT 30787 A, W, '"Red" Johns Welding Service - Cut off 5-1/2" casing and bevel ; 36.00
74 OCT 30835 Rector Well Equipment Co., Inc, - Pressure test 5-1/2" Packoff assy. to 20004 ,
and 8-5/8" Packoff assy to 20004 ! 144.00
24 OCT 30852 Testers Inc. - 10,000' 2-3/8" Tubing tested to S000# abuve slips i 850.00
74 oCT 30924 Hobbs Anchor and Road Boring Service - 4 -~ 1-1/4" x 8" Tubeco anchors i 250.00
74 OCT 54 Co. Unft #40+136 - 1968 Chev. 3/4 Ton Pickup - 9 hrs. l 9,00
74 OCT 54 Co, Unft #40-71139 - 1970 Chev. tank truck - 2 hrs, 6.00
74 OCT 54 Co. Unit #40-74141 - 1974 Ford Winch truck - 19 hrs. ‘ 76.00
4
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GENERAL AMERICAR OIL COMPARY OF TEXAS A.F.E. DETAIL Fage o, 3 ArEn. 40-75009-1
No. of Copirs] Accr. Code hcent  3299,069.00 [ouvke New Mexico
I Pupore GREEN "A" #3 - Eddy County, New Mexico Srpliment 3 GAO totere st i
GAO ] of . Drill and test through top of Mississfppi at approx. 10,900' pplemeat § Xat Profit
Totel 4 are  D-40-10 EX 74-18 polemase ¥ CesttoDate §
: o8 etJ“ $
DATER REFERENCE DESCRIPTION TANGIBLE * IMTANGIBLE % BALANCE
74 OCT 31192 The Western Co. - Acid, chemicals and services to treat well 723.00, |
74 OCT 31670 Baker 0il Tools, Inc. - 4-1/2" x 2-3/8 x 1.87 Mod FL on-off sealing connection w/ ]
2-3/8" EUE 8rd box x pin w/1.87 BFC profile and Service Charge 877.00;
74 0oCT 31674 Baroid Div. - Credit for driltling mud (3,402.00)
74 oCT 31684 Dresser Ind., Inc. - Logging 1,644.00
74 OCT 31684 Dresser Ind., Inc. - Perforating 2,759.0Q0
74 OCT 31703 Loyd Well Service - Contract labor 15.00 |
74 OCT 31897 A. D. Kennedy Well Service Co. - 500 bbl. frac tank rental 120.00
74 OCT 32012 Wallach Concrete Products - 10 Yds, Gravel 156.00 ‘
74 0CT | 2 Labor 452.00; Burden 102.00; Benefits 161.00 715.00 |
76 00T | 50 M. T. #8 - 1 - 2" FE CIW Type "F" Gate valve 3,000# WP cond. B 350.00 |
75 oCT 50 M. T. #16- 13 jts. - 5-1/2" 17# N-80 LT&C Rg. 3 casfng 563' cond. A @ 389,00 (2,190.00)
74 OCT 50 M, T. #19 - 74 jta. 5-1/2" 15.5% K-55 ST&C R-2 casing 2418 cund. A @ 302.79 7,321.00;
94 jts, 5-1/2" 17# K=55 ST6C R-2 casing 3061’ coond. A @ 325.30 9,957.00; 130 jes. A !
5-1/2"* 17# N-80 LT6C Rg., 3 casing 5676' cond. A @ 389.00 22,080.00 39,358.00 !
74 OoCT 50 H. T. #20 - 1 - Rector RH-2A Casinghead and spool w/valves and chokes 4,186.00
74 OCT 50 M, T. #21 -~ 274 jts. 2-3/8" 0D 4.7# X-80 EUE 8rd Rg. 2 tuding 8442.92' cond. B @ 91.64
7,737,00; 53 jts. 2-3/8" 0D 4.7¢# N-80 EUE tubing w/turned down cplgs. 1663.95' cond.
B @ 107.37 1,787.00; 9,524,00 9,524.00 302,038, 0044
74 NOov 32387 Continental-Emgco Co. - Rental on Totco pit level vecorder #413 and reantal on Flow Meter Ly
-recorder #67 from 8/31/74 to 9/30/74 1,161.00
74 NOV 32514 Petrolite Corp, - Packer fluid 221.00
74 NOV 32519 Solt Well Service - Double Derrick well servicing unit H 1,895.00
74 NV 32547 Baker Oil Tools, Inc. - Seals and Packing elemeat for repairs to packer ' 157.00
7% NOV 32726 Star Tool Co. - Tool Rental " 101.00
74 NOY 33061 Baroid Div. Nat'l Lead Co. - Rental of Double deck shale shaker 9/19/74 - 9/25/74 ! 504,00
74 NOV 33061 Baroid Div. Nat'l Lead Co. - Rental of Double deck shale shaker 9/26/74 - 9/28/74 i 352.00
74 Nov 33157 Bethlehem Steel Corp. - - 2 Pails thread dope : 86.00
74 NOov 33093 I/W Inc. - Haul ofl to unit [ 86.00
74 NoOY 50 M, T. #7 - 3 jts. 2-3/8" OD Tubing 4.7# EUE %-80 smls. 92' cond. A @ 143.16 132.00§ 306,733.00%X
Drilling Overhead: August, 1974 21/31 Days x $1,350.09 $ 915.00 ’
September, 1€74 30/30 days x §1,350.00 1,350.00 TE i <3. 20 -
October, 1974 2/31 days x $1,350.00 82.00 .
$2,352.00 i
Teneco Portion .1250 823,00 :
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GENERAL AMERICAN OIL COMPANY OF TEXAS A.F.E. DETAIL | ) AFR No. 40-75009-1
M. ot Copias} Acer. Coce | 1712 Fifcont 3 299.069,00 |Disutcr New fc
! Prpose | 6510-40-02001-1GREEN "A" $3 - Eddy County, New Mexice Spplement GAD Interest
QA0 of . Dr{ll and test through top of Mississippi at approx. 10,900’ et 3§ Mot Profit
OB frow: & AT D-49-10 -EX 74-18 ' oness $ CotttaDate § © -
o8 "y
DATE REPERINCE DESCRIPTION TANCIBLR & NTANGIBLE & BALANCE
74 DEC 33032 Standard Corp. - Sleeve couplings for wvater line . 23.00
74 DE; 34695 The Western Co. - Acid, chemicals and puamping service to treat well 1,991,00
74 DEC 35110 Ni{trogen Oil Well Serxvice Co. - 107,000 S.C.F. N-2 Used to test N-2 lines to 7,000 psi;
; spearhead acid w/10,000 SCF N2; Nitrify 72 bbls. acid, nitrify 25 bbls. flush 1,262.00
74 DEC | 54 Co, Unit $40-74141 - 1974 Ford winch truck - 3 hrs, 12,00
74 DEC 2 Co. Labor 26.00; Burden 5.00; Benefits 9.00 40,00 310,061.00%%
75 JAN 52 To Clear i (72,615.00) (237,442.00) . 00%N
75 FEB 37781 Jabo Rowlaud Constr. Co. - Dozer service tc clean up lease ’- TR 00 139,00%%
75 MAR 52 To Clear (139.00) L00**
75 JuLy | 7-186 The Western Co. - Credit for overcharge oo Vo. Ref. 34695, Dec., 1974 & Vo. Ref. 31192,
Oct., 1974 (403.00) (403, 00+%|
75 AUG s52 To Clear 4C3.00 004

¢

|
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GENERAL AMER(CAN OIL COMPANY OF TEXAS A.F.E. DETAIL Puge No. are e 40-75009-1
No. of Coples{ Accl. Code Wcesr 199 069,00 jriwiee New Mexico
n Pupose CREEN "A" #3 - 2ddy County, New Mexico Spplement § GAD Totervet
CAO of . Drill and test through tep of Mississippi at approx. 10,900' ipplement  § Mot Protit »
Totet 4 are | D-40-10 EX 74-18 Bopplomest 3 Cost 12 Date §
o8t ‘!7(’
DATE RIPERENCE DESCRIPYION TANGIBLE IXTANGISLE BALAKCE
Balance Forwarded 306,7353.00%%
74 SEPT| 28916 Halliburton Services ~ Drill Stem Test #3 (1,094%,00),
74 SEPT] 28916 Halliburton Services = Drill Stem Test #2 (1,094.00)
74 SEPT| 28916 Halliburton Services - Drill Stem Test #1 {1,060.00)|
74 SEPT]| 29262 Halliburton Services -~ Drill Stem Test #4 (1,135,00)
74 SEPT| 30054 Moranco - Daywork w/drill pipe 92.75 hrs. @ $95.8334/hr. $8,888.55
Plus 4% N. Mex.  Tax 355.54 (9,244 ,00)

Drilling Overhead 2,352,00 | 295,458,00

s v e+
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. GENERAL AMERICAN OiL COMPANY OF TEXAS A.F.E. DETAIL Puge Moo 1 ArE Ns 40-75027-1
No_of Coplen | Acer. Cods | ) 29,154 00 Disrict New Mexico
J1] Pupaee 1712 - 40-02001-1 GREEN "A'" #3 - Eddy County, New Mexico s GAO Jaterent 100
0AO 4 ot . Install surface ejuipment: heater-separstor gas production unit, sutowmatic safety Net Prolit
Torel G are valve and storage tanks for produced coadensate. Corttapata ¢ 21,852.00
D-40-10. EX 74-18
DATE _ {REFERENCE : DESCRIPTION X INTANGIBLE | pAlANCE
]
74 oCt 31892 A. W, "red" Johns Welding Service - Fadricsting & welding nipple up stack pack to wellbead] 192.00
74 OCT 31955 Production Services Co. - Rental - Flow Recorder 50.00; Rental - Meteér Run  35.00;
Rental - Back Pressure valve with controller - 50.00; Tax 5.40; 140.40;
For period 10/22/74 - 10/27/7% (5 day winimum) 140.00 332.00%%
74 NOV 32371 Axelson, Inc. - Axelson AMW Hanumatic w/5,000# WKM SS valve, 13" Actuator, SR #15950;
YHP-1 Controller complete w/HI & Lo Pilots, quick bleed pilet, regulator & gauges;
Tees, ells, collars, tubing, straights, nipples & etc. 2,426.00
74 NOV 32520 Standard Corp. - 2 Ball valves and miscl, conns. 210.00
74 NOV 32520 Standard Corp. - 3000f Watter gauge 6.00
74 NOV 32521 Stevenson-Roach Tank Co. - Labor and equipment to deliver production unit, fcundatfon
blocks and test tank on locatfon. Set and slighned unit on blocks, Helped welder
fostall 2" flow line from well to unit, Dug holes and cemented anchors on same line.
Latd test line off unit into pit. Re-arranged well head manifold and installed safety
valve; Labor and equipuent to complete fluid dump line off production unit into test
tank 465,00
74 NOV 32521 Stevenson-Roach Tank Co. - Labor and equipment to transfer 210 bbl. tank, weter run, chary
and back pressure valve to yard. Broke out pipe from tank to unit aod frowm unit to
meter run and stacked by unit 112,00
74 NOV 32522 Sweatt Cotatr. Co, - Dozer to clean up location for pulling unit 91.00
74 NOV 33124 Stevenson~Roach Tank Co. ~ 1 - 1M BTU/HR Gas production unit w/20" x 10' 1,0003
3 phase separator complete with accessories SN 2450 and 2 - 12" x 12" x 5' conccete
blocks 15,110,00
74 NN 33446 Union Supply Co., Inc. - Valves, connections and fittings to hook up heater-separator 401.00
74 NOV 33639 West Engineering Co. - Ran 4 Point test 284,00
74 NOV 33639 West Bngineering Co. - Run bottom hole pressure flow & build up 513.00
74 NOV 33639 West Engfneering Co. - Gas Sample & analysis 62,00 20,0[0.00*}
74 DEC 34154 Frank C. Strech Trucking Co. - Haulfng 2 - 10' x 16' Welded C,B. tanks 384,00
74 DEC 34196 Loyd Well Service - Contract Roustabout Labor 39.00
74 DEC 35123 Jabo Rowland Constr, Co. - Dozer tc work on tank grade and dig pit. 75.00
74 DEC 54 Co., Unit #40-136 - 1968 Chev. 3/4 T. pickup - 4 hrs. 4,00
74 DEC 54 Co. Unit #40-71140 - 1971 Ford & x & w/hobart welder - 1) hrs. 39.00
74 DEC 54 Co. Unit #40-74141 - 1974 Ford winch txuck - 18 hrs. 72.00
74 DEC 50 M, T. #67 - 2 - 10' x 16' welded tanks size 221 bbl, cone bottom cond, C @ 407.00 814,00
74 DEC 2 Co. Labor 262.00; Burden 60.00; Benefits 93.00 415,00 21,852.00%4
75 JAN |52 To Clear I (21,852.00) .00 *H
?
1 oo
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GENERAL AMERICAN OIL COMPANY OF TEXAS A.F.E. DETAIL _Ipuge no 2 AYE No. 4,0-75027-1
Mo of Coples] Acer Cats | 1712 - 40-02001-1 GREEN "A" #3 - Eddy County, New Mexico fcoa  $29,194.00 {ttawrice Noy Mexico
n Puposr Install surface equipment; heater-separator gas production unit, automatic GAQ Iterest 100 N
GAO of safety valve and storage tanks for produced condensate. Net Profit ke
Towr 3 are D-40-10; EX 74-18 CosttoDeted 27 ¢ 3%~
ik 2oh il RN Y
DATE REPERENCE DESCRIPTION TANGIBLE » INTANGIBLE BALANCE
75 JAN 37059 Standard Corp, - Pressure gauges 15,00
75 JAN 37059 Standard Corp. - Miscl. fittings and conns. to hook up battery 246.00 261.00%
75 FEB. 52 To Clear (261.00) L Q0**
75 FEB 38681 Industrial Precision Instrument - 4-1/2'" 0-3000# U.S.G. pressure giuge repairs 21.00 21,00%*%
75 MAR 52 To Clear (21.00) QU
75 MAR 40621 John West Engineering Co. - Ran bottom hole pressure test 114.00 !
75 HAR 40945 Jabo Rowland Constr, Co. - Dozer to clean up and backfill caliche pit 382.00 496.00%>
75 APR 52 To Clear (5‘9‘?.00) L00*%
75 MAY 54 Co. Unfc #40-136 - 19f8 Chev. 3/4 Ton pickup - 2 hrs. 2.00
75 MAY 2 Co. Lebor 42.00; Burden 11.00; Benefits 13.00 66.00 68.00%*
75 JUNE | 45360 B.F. Walker - Haul I Dehydrator SN 2430 miscl. parts, 1 - 16' x 12' Vert. Ash Tower, 1 - .
E 8" stack for re-boiler snd 1 - 8" insulated still coluwmn from Walker Yard to Texas TaPk 71.00
75 JUNE | 45622 | Standard Corp. - Paint for tank battery -36.00
75 JUNE | 46131 Standard Corp., - Faint & Thinner 11.00
75 JUNE | %4 Co. Unit #40-135 - 1968 3/4 Ton Chev. pickup - 4 hrs. 4,00
75 JUNE | 54 Co. Unit #40-136 - 1968 Chev. 3/4 Ton pickup - 8 hrs. 8.00
75 JnE | 2 Co. Labor 128.00; Burden 35.00; Beoefits 41.00 204.00 402.00%%
75 JUNE | 52 To Clear (402.00) .00%%
75 JULY | 47938 Jabo Rowland Constr - Dozer to work on pad for D.H. unft $1.00
5 JULY | 54 Co, Unit #40-136 - 1968 Chev. 3/4 Ton plckup - 4 hrs, 4.00
75 JULY | 48361 Stevenson - Roach Tank Co., Inc. - Labor and equipment to pick up zlycol unit coamplete
st Texas Tank Co. fn Odessa and transfer to our yard 208.00
75 JUuLY | 2 Co. Lador 46.00; Burden 12.00; Benefits 15.00 23.00 336.00%4
75 AUG 52 To Clear (336.00) . L OO
75 AUG 49808 ‘Gny's Welding Service - Welding connection to hook up battery lines 183.00
75 AUG 49897 Standard Corp. - Miscl, conns. and pressure gauge 20.00 203, 00*
75 SEPT | 52 To Clear (203.00) . 00*N

<
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o GENERAL AMERICAN O|L COMPANY OF TEXAS A.F.E DETAIL 1 AFE No. 40-75047-1
No. of Coptes . - 40-02001-1 GREEN '"A" 43 - Eddy County, New Mexico s 22,690.00 [opruwice New Hexlico
b1 Purpore Install glycol dehydration unit at wellsite 3 GAO Interest 100
{CAD 3 of 3 Ney Profit ;
Total AFE ] Costto Date 3 24 . 817,00
e LA R ERY - 207 8"
DATE REFERENCE DESCRIPTION TANGIBLE & INTANGIBLY BALANCE
75 AUG 50185 Steveason-Roach Tank Co., Inc. - Labor and equipment to install glycol unit 726.00 726.00%%
75 SEPT | 52 To Clear (726.00 L00%%
75 SEPT 50474 Union Supply Co., Inc. - Connection & Fittings to hook up dehydrator 749.00
75 SEPT | 50631 Stevenson - Roach Tank Co., In¢. - Labor and equipoent to put gas production unit and
glycol unit in service 75.00
75 SEPT | 50728 Chemical Ind., Inc. - Triethylene giycol to fill unit 461.00
75 SEPT 51068 A-1 Sign Engravers - 1 well location sign 17.00
75 SEPT | 50 %. T. #76 - 1 - Glycol dehydratfon unit ¢/w acessories ser. 2524 cond. A 21,287.00
75 SEPT | 54 Co. Unit #40~156 - 1968 Chev. 3/4 Ton pickup - 4 hrs. 4.00
75 SEPT | 54 Co. Unit #40-71139 - 1970 Chev. tank truck w/37 hbl. cank & Bowle pump - 3 hrs. 9.00
75 SEPT | 54 Co. Unit #40-74141 - 1974 Ford winch truck - 13 hrs. 52.00
75 SEPT | 52244 Texas Tank Mfg Co. - 6 - 1-1/2" Monel 100# Rppture disc and 1 - #820 so Ernado in-line
vent valve 133.00
75 SEPT 51859 Bethlchea Steel Corp. - Miscl, supplies 17.00
75 SEPT | 2 Co. Labor 241.00; Burden & Beneffts 142.00 383.00 © 23,187.00%*
75 OCT 52 To Clear (23,137.00) LO0%k
75 oCx 53214 Bethiehem Steel Corp. - 1/2" x 5/8'" Safety automatic pattern water gage 28.00
75 oCcT 50 M. T. #2 -1 Separator 30" x :1' Maloney-Crawford less valve cond. C 50.00
75 0CT 2 Co. Labor 205.00; Burden & Beneffts 118.00 323.00
75 OCT | 54189 Bethlehea Steel Corp., - 1/2" Camco valve 8.00
75 oCT 54 Co. Unit #40-136 - r968 Chev, 3/4 Ton plickup - 14 brs. 14.00
75 0CT | 54 Co. Unfit #40-71140 - 1971 Ford truck 4 x 4 w/Hobart welder - 10 hrs. 35.00
75 OCT 54 Co. Unit #40-74141 - 1974 Ford winch truck - 2 hrs. 8.00
75 ocT 53257 Standerd Corp., -~ 2,000# 2-1/2" pressure gauge and wiscl. conns. 22,00 488 . 0034
75 NOV 52 To Clear (1.:3:_3._001 .00+
75 2 Co. Labor - 97.00; Burden & Benefits 55.00 152.00
75 NOV 55306 Staodard Corp. - Valves, gauges, conns. & fittfogs 184.00
75 NOV 55306 Standard Corp. - Plug valve and miscl. conns. 47.00
75 NOV 55773 Bethtehem Steel Corp, - Hiscl. supplies & Repair Parts - AFE Portion , 28.00
75 NOV 54 Co. Unit #40-136 - 1968 Chev. 3/& Ton pickup - S hrs. 5.00 416, 00%
75 DEC 52 To Clear (616.00) . 004
[
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101 COMPANY O TEXAS;

5. 20

GCENERAL, AMERIC
mum-ivmm* e
MEADOWS BUILDING

#5208;

August 28, 1974

CERTIFIED MAIL - RETURN RECEIPT: REQUESTED

New Mexico Oil Conservation Commission L/ZLEI/
P. 0. Box 2088 /Z

Santa Fe, New Mexico 87501

Attention: Mr., A, L., Porter
Secretary & Director

Re: Estimated Well Costs
General American Green "A" #3 Well
Grayburg-Morrow Field
Eddy County, New Mexico

Gentlemen:

Order No. 4846 pooled the E/2 of Section 29, Township 17 South,
Range .29 East, NMPM in as far as the Pennsylvanian Formation is
con:'rned. Pursuant to this Order No., 4846, General American hereby
submits to the New Mexico 0il Conservation Commission the estimated
cost to drill, test, complete and equivp the Green "A" #3 Well.

Also attached 1s a copy of a letter to Tenneco 0il, the only
other working interest owner in the E/2 of Section 29, advising them
of these well costs,

Should there be any questions regarding these costs, please
advise,

Yours very truly,

// 72//&(”*

Bill Patterson
Engineer, Production Department

BP:jm
Attachments

cc: N, W, Krouskop
P. M. Thompson
L. J. Darnall
R. L. Crow

File (2), C-1, PLW-1




. Lstimated Well Cost Exhibit G
General American Green "A" #3 Well ~August 21, 1974 Examiner Hearing
10,900' Morrow Test New Mexico Oil Conservation Commission
Grayburg Morrow Field Case No., 5298

Pennsylvanian Formation Compulsory
Pooling Hearing - E/2, Sec. 29, T17S,
R29E, NMPM, Eddy County, New Mexico

Cost - §
Intangibles Tangibles Total

Item

Drill & Test

Location, Roads & Pits 5,000 5,000
Drilling - 10,900' @ $11.30/F¢t, 123,170 123,170
- Daywork-2 Days (@$2,300/Day _ 4,600 4,600
. Surface Casing-330'-11-3/4" OD, 42#, R40 @$8.35/F¢t, 2,756 2,756
-Cement, Service, Attachments, Trucking 2,000 ' 2,000
Intermed. Casing-2650'-8-5/8", 24# & 32#, K55 @$7.40/F¢t. 19,610 19,610
. - Cement, Service, Attachments, Trucking 3,750 3,750
Logging-Wireline - DIL, CNL, CDL, Dip Meter & Rig Time 14,600 14,600
-Mud Logging 6,000 . 6,000

Drill Stem Testing - 3 Tests @ $3,600/Test Including ‘
Rig Time 10, 800 10,800
Mud Additive & Water ' 16,000 ‘ 16,000
Casing Head Assembly ' 2,500 2,500
Geological & Engineering Supervision . . 4,000 4,000
BOP Test 1,000 1,000
Rental Equipment 1,500 1,500
District & General Administration Overhead-60 Days @$45/pay 2,700 2,700
Taxes & Miscellaneous Contingencies 11,000 1,000 12,000
Sub-Total Drill & Test 206,120 25,866 231,986

Complete & Equip
Production Casing - 10,900'-5%", 15.5# & 17#, KS5 & 174#,

N-80 @ $5.30/TF¢, 57,770 57,770

- Cement, Service, Attachments, Trucking 5,500 5,500

Production Tubing - 10,900'-2-3/8" EUE, 4.7#, N80 (@$1.,99/F¢t, 21,691 21,691
Perforating & Stimulation 6,500 6,500
Packer 1,500 1,500

Well Seérvicing iUnit 6,000 6,000
Tubing Head, Valves & Misc., Conn. : 4,000 4,000

. ‘ AQF Test 3,000 ' 3,000
! Heater - Dehydrator Unit ' 14,000 14,000
| Storage Facilities 3,000 3,000
2 Flowline , . 1,000 1,000
3 L.abor, Burden & Benefits ' 2,000 2,000
{ Engineering Supervision 500 500
i District & Gen. Admin, Overhcad-10 Days @$60/Day 600 : 600
i Taxes & Miscellaneous Contingencies 1,500 5,000 6,500
; Sub-Total Complete & Equip ' ‘ 25,600 107,961 133,561
Total - Drill, Test, Cowplete & Equip 231,720 133,827 365,547

Prepared By: Bill Patterson
Date: 8-16-74




GENERADAMERICAN D12 COMPANY O TEXAS)
AN IR e N AR T U T S 2L N A R ! d A N \ vl IR . S

MEADOWS BUILDING

ji“)vi.‘.:-l,"i“gs ' {fi:‘"}::’_x-‘ A g"’715<2_§ 6'

-

August 28, 1974

CERTIFIED MAIL/RETURN RECEIPT REQUESTED

Tenneco 0il Company
1200 Lincoln Tower Building
Denver, Colorado

Attention Mr., D. D, Myers, Division Production Manager

Re: Estimated Well Cost
General American's Green "A" #3 Well
Grayburg-Morrow Field
Eddy County, New Mexico

Gentlemen:

New Mexico 0Oil Conservation Commission Order No. 4846 pooled the
Pennsylvaniai Formation underlying the east half of Section 29, Township 17
South, Range 29 East, NMPM, Eddy County, New Mexico, Pursuant to this
Order, General American hereby submits its estimated cost to drill, test,
complete, and equip the Green "A" #3 Well, This data was also submitted
as Exhibit #9 in the August 21, 1974 Examiner's Hearing and is submitted
again to Tenneco to comply with the terms of Order No., 4846,

Should you have any questions regarding these costs, please advise.
Yours very truly,

GENERAL AMERICAN OIL COMPANY
Sy

-3 =
- . 47
e

I ﬁjx/\ i L
/ ‘,'»///"/(‘ :f/’//' v ,)
U S i ~
"Bill Patterson

Engineer
Production Department

ms

cc: Mr, Paul Eaton
Hinkle, Bondurant, Cox & Eaton
P, 0. Box 10
Roswell, NM 88201

New Mexicr 01l Conservation Commission
Attention Mr, A, L. Porter

P. 0. Box 2088
Santa Fe, NM 87501




January 14, 1975

New Mexico 01l & Gas Conservation Commission
P. 0, Box 2088
Santa Fe, NM 87501

~ Attention Mr, A, L. Porter, Manager and Secretary

Tenmeco 0il Company
1200 Lincoln Tower Building
Denver, CO 80203 .o

Attention Mr. D. C. Myers, Division Production Manager

RE: Green "A" No. 3 Well
Unnamed Atoka Field
Eddy County, New Mexico

Gentlemen:

Pursuant to ordering paragraph 5 of New Mexico 0il Conservation Commission
Order No, R-4846, attached is an itemized schedule of the actual well costs
for the above mentioned well, These costs are shown in two schedules-~the
first being an itemized cost by type of expenditure, This data 1s pre-
sented on Schedule 1 which also shows the original estimated cost, as
submitted to the Commission and Tennecc 01l Company with my letters of
August 28, 1974. Secondly, the cost information is shown by invoice on
General American's AFE detail form which is attached hereto as Schedule 2,
Please note that the cost of running drill stem tests Nos, 1-4 including
the day work charges have been deducted from the actual cost of drilling
the well, Drill stem tests Nos. 1-4 were in zones above the pooled
formation,

In addition to the monies expended to date, additional expenditures of
approximately $40,000 are anticipated in installing a dehydrator, two
storage tanks, and laying some 10,000 feet of flow line to the prospective
gas purchaser., As soon as they are available, we will advise Tenneco and
the New Mexico 0il Conservation Commission of these and any other incidental
future actual costs,

Yours very truly,

GENERAL AMEBLQi;;S;L COMPANY

) /"” f‘ ,_,2 ‘“-M'_7
/e; '“jﬁfx, T

W, T, Patterson
Engineer

Production Department
ms

Attachments
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SCHEDULE 1
tstimated and Actual Well Costs New Mexico 0il Conservation Commission
tenersl American Green "A" #3 Well Case No. 5798, Order No. R-4846
imnamed Atoks Fileld Pennsylvaniean Formation Compulsory Pooliny
B/2, Sec. 29, T17S, R29E, NMPM
2ddy County, New Mexico
Ltem Estimated Cost - § Actual Cost - §
. Intangibles Tangibles Total J —
Drill & Test
Location, Roads & Pits 5,000 5,000 3,162
Drilling - 10,900' @ $11.30/F¢c. 123,170 123,170 122,052
- Daywork-2 Deys @$2,300/Day 4,600 4,600 21,0065
Surface Caaing-330'-11-3/4" 0D, 424, W40 @$8.35/Ft. 2,756 2,756 2,573
-Cement, Service, Attachments, Trucking 2,000 2,000 1,702
Intermed. Casing-2650'-8-5/8", 24¢ & 324, X55 ($7,40/F¢, 16,610 19,610 15,133
-Cement, Service, Attachments, Trucking 3,750 3,750 2,133
Logging-Wireline - DIL, CNL, CDL, Dip Heter & Rig Time 14,600 14,600 16,642
-Mud Logging 6,000 6,000 6,427
Drill Stem Testing -~ 3 Tests @ $3,600/Test Including
Rig Time 10,800 10,800 6,857
Hud Additive & Water 16,000 16,000 29,726
Casing Head Ass.mbly 2,500 2,500 2,822
Geological & Engineering Supervision 4,000 4,000 4,496
BOP Test 1,000 1,000 463
Rental Equipoent 1,500 1,500 1,402
i District & Genecral Aduinistration Overbead-60 Deys @$45/Day 2,700 2,700 2,352
! Taxes & Miscellaneous Contingencies 11,000 1,000 12,000 2,194
! Subt-Total Drill & Test 206,120 25,866 231,986 241,201
! Less Actual Cost to Test Non-Pooled Zones (DST's 1-4
and Daywork) (13,627)
Sub-Totel - Actual Drill and Teat Costs 227,574
Complete & Equip
Production Casing - 10,900'-5%", 15.5¢ & 17¢#, K55 & 174,
N-80 @ $5.30/Ft. 57,770 57,770 37,168
- Cement, Service, Attachments, Trucking 5,500 $,500 5,624
Productfon Tubing - 10,900'-2-3/8" EUE, 4.7¢, N8O @$1.99/Ft. 21,691 21,691 10,506
Pecrforating & Stimulation 6,500 6,500 3,758
Packer 1,500 1,500 378
Weil Servicing Unit 6,000 6,000 1,895
Tubing Head, Valves & Misc, Conn. : 4,000 4,000 8,812
AOF Test 3,000 3,000 859
Heater - Dehydrator Unit 14,000 14,000 15,703
Storage Facllities 3,000 3,000 496 .
Flowline 1,000 1,000 465
Labor, Burden & Benefits 2,000 2,000 2,585
Engineering Supervision 500 500 -0~
District & Ceneral Administratfion Overhead-10 Days @$60/pay 600 600 Q-
Taxes & Miscellaneous Contingencies 1,500 5,000 6,500 91
Sub-Total Complete & Equip 25,600 107,961 133,561 88,340
Total - Drill, Test, Complete & Equip 231,720 133,827 365,547 315,914

Estfmated Cost By B{ll Patterson
8-16-74
Actual Cost By B, Rupe 1-13-75 :




SCHEDULE 1

Lstimated and Actual Well Costs
ieneral American Green "A" #3 Well
tUnnamed Atoka Fleld

New Mexico Of{1 Conservation Comm{ssion

Case No, 5298, Order No, R-4846

Pennsylvanian Forwation Cowpulsory Pooling

E/2, Sec. 29, T17S, R29E, NMPM
Bddy County, New Mexico

Iten

Estimated Cost - §

Actual Cost - $

Intangibles Tangibles Total
Drill & Test
Location, Roads & Pits 5,000 5,000 3,162
prilling - 10,900' @ $11.30/Fc. 123,170 123,170 122,052
- Daywork-2 Days @$2,300/Day 4, 4,600 21,065
Suriace Casing-330'-11-3/4" OD, 42#, H40 @$8,35/Ft. 2,756 2,756 2,573
~Cement, Service, Attachments, Trucking 2,000 2,000 1,702
Intermed. Casing-2650'-8-5/8", 24# & 324, K55 @§7.40/F¢. 19,610 19,610 15,133
-Cement, Service, Attachxents, Trucking 3,750 3,750 2,133
Logging-Wireline - DIL, CNL, CDL, Dip Meter & Rig Time 14,600 14,600 16,642
-Mud Logging 6,000 6,000 6,427
Drill Stem Testing - 3 Tests @ $3,600/Test Including
Rig Time 10,800 10,800 " 6,857
Mud Additive & Water 16,000 16,000 29,726
Casing Head Assembly 2,500 2,500 2,822
Geological & Engineering Supervision 4,000 4,000 5,496
BOP Test 1,000 1,000 463
Rental Equipment 1,500 1,500 1,402
District & General Administratfon Overhead-60 Days (@$45/bay 2,700 2,700 2,352
Taxes & Miscellaneous Contingencies 11,000 1,000 12,000 2,194
Sub-Total Drtll & Test 206,120 25,866 231,986 241,201
Less Actual Cost to Test Non-Pooled Zones (DST's 1-4
and Deywork) (13,627)
Sub-Total - Actual Drill and Test Costs 227,574
Complete & Equip
Production Casing - 10,900'-5k"_ 15,5# & 178, K55 & 174,
N-80 @ $5.30/Ft. 57,770 57,770 37,168
- Cement, Service, Attachments, Trucking 5,500 5,500 5,624
Production Tubing - 10,900'-2-3/8" EUE, 4.7¢, N80 @31.99/Ft. 21,691 21,691 10,506
Perforating & Stimulation 6,500 6,500 3,758
Packer 1,500 1,500 378
Well Servicing Unit 6,000 6,000 1,895
Tubing Head, Valves & Misc. Conn. 4,000 4,000 8,812
AOF Test 3,000 3,000 859
Heater - Dehydrator Unit 14,000 14,000 15,703
Storage Pacilities 3,000 3,000 4396
Flowline 1,000 1,000 465
Labor, Burden & Benefits 2,000 2,000 2,585
Engineering Supervision 500 500 -0~
District & General Administration Overhead-10 Days @$60/Day 600 600 -0-
Taxes & Miscellaneous Contingenciles 1,500 5,000 6,500 91
- Sub-Total Complete & Equip 25,600 107,961 133,561 88,340
231,720 133,827 365,547 315,914

Total - Drill, Test, Complete & Equip

Estimated Cost By Bill Patterson
8-16-74
Actual Cost By B. Rupe 1-13-75




SCHEDULE 2 Page 1

e o ____GENERAL AMERICAN OIL COMPARY OF TEXAS __AF.E. DETAIL Are o 40-75009-1
No_of Coptea| Acce. Code buuiceNew Mexico
1 Purpose GREEN "A" #3 - Eddy County, New Mexico s GAO Imterest 1*
GAO of . Drill and test through top of Mississippi at approx. 10,900’ L] et Protit
Totsl ArE . D-40-10 BX. 74-18 ] Cout to Dete §

R SA G
DATE REFERENCE DESCRIFTION TANOIBLE X INTANGIBLE * BALANCE

74 AUG 27211 Rector Well Equipment Co., Inc. - Wellkead 2,801.00
74 AUG 27274 Falcon Equipzent Co. - Furnish labor and materisl to line pit w/reinforced plastic 1,186.00
74 AUG 27440 Man Welding Service - Welding to spot collars and shoe on 10-3/4" string 73.00
74 AUG 50 M., T. #10 - 30 jts. 8-5/8" OD casing 24# K-55 ST&C 1341.15" cond. A @ 577.19 7,741.00;

1 jt. 8-5/8" OD casing 32# J-55 ST&C 8rd 40.50' cond. A @ 513.58 208,00; 40 jts.

8-5/8" OD casing 324 K-55 ST&C sals. 1288.62° cond. A @ 551.91  7,112.00 15,061.00
74 AUG 50 M. T, #11 - 11 jts. 11-3/4" Casing 42# H-40 ST&C RG. 2 345.50" cond. A @ 744.78 2,573.00
14 AUG 2 Labor 527.00; Burden 110.00; Benefits 201.00 838.00
74 AUG 28000 Man Welding Service - Cut off 8-5/8" casing ) 58.00
74 AUG 28000 Man Welding Service - Cut off casing and weld head on; cut threads out of collar 87.00
74 AUG 28261 Standard Corp. - Ells for water lioe 21.00
74 AUG 28261 Standard Corp., - Miscl., supplies 15.00
74 AUG 28302 Steve Carter & Son - Haul salt water to rig 415.00
74 AUG 28473 Yellow Jacket Tcols - Service, Inc. - = :ssure test blowout preventer 463.00
74 AUG 54 Co. Unit $#40-135 - 1968 3/4 Toa pi-° - & hrs. 6.00
74 AUG 54 Co. Unit #40-136 - 1968 Chev. 3/4 Ton pickup - 15 hrs. ' 15.00
74 AUG 54 Co. Unit #40-71140 - 1971 Poxd 4 x 4 w/Hdbar welder - 2 hrs, 7.00
74 AUG 54 Co. Unit #4U~74141 - 1974 Ford winch truck - 19 hrs. 76.00
74 AUG 28360 Halliburton Services - 8-5/8" Cement guide shoe, insert float valve & Centralizers 269.00
74 AUG 28360 Halliburton Services - Cement, chemicals, 8-5/8" Rubber Plug & pump services to

cement 8-5/8" Inter. casing 1,719.060
74 AUG 28360 dalliburton Services - Cement, chemicals, 11-3/4" Wooden plug and pumping services

to cezent 11-3/4" surface casing 1,447.00
74 AUC 28360 Halliburton Sexrvices - 11-3/4" cewent guide shoe & centralizer 182.00
74 AUG 28455 Sweatt Conatr. Co. - Level and caliche pad 190' x 250'. Caliche approx. 200 x 12' wide

turn out roads 1,976.00 29,288,00%%
74 SEPT | 28650 | Bethlehem Steel Corp. - 2400 Sample bags AR £ P12,00
74 SEPT | 28667 Steve Carter & Son - Hauling brine water for dritling . 59.00
74 SEPT | 28667 Steve Carter & Son - Hauling brine water for drilling 236.00
74 SEPT | 28761 Rector Well Equipment Co., Inc, - Price adjustment on Cash, Voucher Ref. 27211,

August, 1974 - Additfonal Charge 21.00
74 SEPT | 28895 Baroid Div., NL Ind., Inc. - Drilling mud 12,622.00
74 SEPT | 28316 Halliburton Services - Drill Stem Test #3 1,094.00
74 SEIT | 28916 Halliburton Services - Drill Stea Test §2 1,0%4.00
74 SEPT | 28916 Halliburton Services - Drill Sten Test #1 1,060.00
74 SEPT | 29242 Baroid Div., NL Ind., Inc. - Drilling wud 8,657.00
74 SEPT | 29262 Hallfburton Services - Drill Stem Test #4 1,135.00
74 SEPT | 2 Labor 618.00; Burden 141.00; Benefits 219.00 978.00

< > DENOTES CREDIT




SCHEDULE 2 Page 2
GEHERAL AMERICAN OIL CCMPARY OF TEXAS A.F.E. DETAIL AFE No. 40-75003-1
o ot Coptes| Acer. Code Diavtcr _New
n Purpose GREEN "A" #3 - Eddy County, New Mexico OAO Wterest —
GAO ot . Drill and test through top of Mississippi at approx. 10,900' Xat Proqit j
Toeai , Arr D-40-10 EX 74-18 Cost to Date §
DATE REFERENCE DEMCRIPTION TANGIBLE & INTANGIBLE % SBALANCE
74 SEPT 29677 B. F, Walker, Inc. - 74 jts. 2418" - 5-1/2" 15.50# K-55 ST&C R-2 casing; 94 jts. -
3061 - 5-1/2" 17# K-55 ST&C R-2 cesing; 130 jts. S$676' - 5-1/2" 17# K-80 LT4C R-3
caging - Load, check and tally and haul to lease 934,00 .
74 SEPT | 29710 Raroid Div., - Drilling mud 4,102.00
74 SEPT | 29877 Steve Carter & Son - Trensports w/drivers to haul brine vater 177.00
74 SEPT § 54 Co, Unit #40-71140 - 1971 Ford 4 x 4 w/Holbar welder - 3 hrs. 11.00
74 SEPT 54 Co. Unit #40-74141 ~ 17 hrs. - 1974 Ford winch truck 68.00
74 SEPT | 30054 Moranco - Contract Drilling - Daywork: 189 hrs. @ $95.8334 p/hr. 18,112.51;
20.75 hrs. @ $91,6667 p/hr.  1,902.08; Drilliag 10,927' TD Less 10' Substructure
= 10,917' @ $10.75 per ft. 117,357.75; 4% Sales Tax 5,494.89; Third Party
Charges  {Eddins Walcher)  206.70; (Union Supply) 42.67; 143,116.60 1?:};1'1_7-_00 204,915.00%*
1 oA,
74 OCT 30320 Baroid Dfv. NL Ind., Inc. - Drilling Mud i 6,773.00
74 OCT 30337 Exploration Services, Inc. - 28 Days Full Crew - Hydvocarbon Well Logging Services
9/1 thru 9/28/74 and M{leage Rig Up & Rig Down Unit 6,427.00
74 0CT 30339 Halliburton Services - Drill Stem Test #6 1,237.00
74 LT 3033% Halliburton Services - Cement, chemicals, 5-1/2'" guide shoe, float collar and
Centralizera - Cement 5-1/2" long string 4,432.00
74 OCT 30339 Ealliburton Services - Drill Stem Test §#5 1,237.00
74 oCT 30341 I/W Inc. - Haul 270 bbl. fresh water 87.00
74 ocT 30353 Rector Well Equipment Co., Iac. -~ Slip Packoff Assy. Rector SP-2A 10" x 5-1/2" 0D,
Ring Packoff Rector RHO-2A Now 10™ x 5-1/2" OD, Ring Pickoff Rector Top DS Nom 10" x
5-1/2" OD, Ring Packoff Rector Ctr DS Nom 10" x 5-1/2" 0D, Ring Packoff Rector Btm
DS Nom 10" = 5-1/2" OD and Packing Rector § Noam 10" x 5-1/2" OD 2 per pack off 739.00
74 OCT 30357 Schlumberger Well Services - Logging 14,998.00
74 OCT 30361 Standard Corp., - Miscl. conns, 20.00
74 0CT 30458 Star Welding Service - Weldevr and unit to cut off 5 -~ 3/4" -8" by directions 100,00
74 OCT 30474 Thrasher Trucking Co. - Furnish service and equipment to load, haul and unload
1 - Shale Shaker on lease 401.00
74 OCT 30513 Jess E. Moore - Geological Well Supervisfon & Expenses August 28 thru October 4, 1974 4,466,00
74 oCT 30787 A, H. "Red" Johns Welding Service - Cut off 5-1/2" casing and bevel .
74 oCT 30835 Rector Well Equipment Co., Inc. - Pressure test 5-1/2" Packofi assy. to 2000#
and 8-5/8" Packoif assy to 20004 144,00
16 0CT 30852 Testers Inc. - 10,000’ 2-3/8'" Tubing tested to 5000# above slips 850.00
24 OLT 30924 Hobhe Eachior snd Road Boring Service - 4 - 1-1/4" x 8' Tudeco anchors 250,00
74 OCT 34 Co. Unit #40~136 - 1968 Chev., 3/4 Ton Pickup - 9 hrs. 9.00
14 OCT 564 Co. Unit #40-71139 - 1970 Chev, tank ¢ruck - 2 hrs. 6,00
74 OCT "S54 Co. Unit #40-74141 - 1974 Ford Winch truck - 19 hrs. : 76.00
¢ > DENOTE)CRIDIT
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SCHEDULE 2 Page 3
GENERAL AMERICANR OIL COMPANY OF TEXAS A.F.E. DETAIL 3 AFEX No. 40-75009-1
[ No. of Coples | Acet. Code $299,069,00 |buwii New Mex
i Pupose GREEN "A" #3 - Eddy County, New Mexico (1 GAOD Jatersat
OAD o . Drill and test through top of Misslssippl 4t approx. 10,900° [] Net Profit «
Totsl APR . D-40-10 EX 74-18 ' Cost to Date §
tron AR
DATR REFERENCE DESCRIPTION TANOISLE 4] INTAMGIBLE & BALANCE
74 00T 31192 The Western Co. - Acid, chemicals and services to treat well 723.00
74 oCT 31670 Baker 041 Tools, Inc. - &4-1/2" x 2-3/8& x 1.87 Mod FL on-off seating connection w/
2-3/8"" EUE 8rd box x pin w/1.87 BFC profile and Service Charge 827.00]
74 OCT 31674 Baroid Div. - Credit for drilling wud (3,402.00)
74 OCT 31684 Dresser Ind., Inc. - Logging 1,645.00
74 oCT 31684 Dresser Ind., Inc. - Perforating 2,759.00
74 0CT 31703 Loyd Well Service - Contract isdor 15.00
74 OCT 31897 A. . Xennedy Well Service Co. - 500 bbl. frac tank rental 120.00
74 OCT 32012 Wallach Concrete Products - 10 Yds. Gravel 156.00
74 OCT 2 Labor 452.00; Burden . 102.00; Benefits 161.00 715.00
74 0CT 50 M, T. #8 ~ 1 ~ 2" FE GIW Type "F" Gate valve 3,000f# WP cond, B 350.00
75 OCT 50 M. T. #16- 13 jts. - 5-1/2" 174 N-80 LT&C Rg. 3 casing 563' cond. A @ 389.00 (2,190.00)
74 OCT 50 M. T. #19 - 74 jts. 5-1/2" 15.5% K-55 ST&C R-2 casing 2418° cond. A @ 302.7%3 7,321.400;
94 jts. S-1/2" 17# K-55 ST&C R-2 casing 3061' cond. A @ 325.30 9,957.00; 130 jts. -
5-1/2" 17¢ N-80 LI&C Rg. 3 casing 5676' cond. A @ 389.00  22,080.00 39,358.00
74 OCT 50 M. T. #20 - 1 - Rector RH-2A Casinghead ar® spool w/valves and chokes 4,186,00
74 oCT 50 M. T. #21 - 274 jte. 2-3/8" 0D 4.7# N-80 rUE 8rd Rg. 2 tubing 8442.92" cood. B @ 91.64
7,737.00; 53 jte. 2-3/8" 0D 4.74 N-80 EUE tubing w/turned down cplgs. 1563.95" cond.
B @ 107.37 1,787.00; 9,524.00 9,524.00 302,038.00%H
74 NOV 32387 Continental-Eosco Co. - Rental on Totco pit level recorder #413 and rentsl on Flow Meter N 2ay £2d -
recorder #67 from 8/31/74 to 9/30/74 1,161.00
74 NOV 32514 Petrolite Corp. - Packer fluid 221.00
74 NOV 32519 Solt Well Sexvice - Double Derxick well servicing unit 1,895.00
74 NOY 32547 Baker 0il Tools, Inc. - Seals and Packing elewent for repairs to packer 157.00
74 NOV 32726 Star Tool Co. - Tool Rental 101.00
74 MOV 33061 Baroid Div. Nat'l Lead Co. - Rental of Double deck shale shaker 9/19/74 - 9/25/74 504,00
74 NOV 33061 Baroid Div. Nat'l Lead Co. - Renral of Double deck shale shaker 9/26/74 - 9/28/74 352.00
74 Nov 33157 Bethlehem Steel Corp. - 2 Pails thread dope 86.00
74 NOV 33093 I/W Inc, - Haul oil to unit 86.00
74 NV 50 M. T, 47 - 3 jts. 2-3/8" OD Tubing 4.7# EVE N-80 smis. 92' cond, A @ 143.16 132.00 306,733.00%%
Drilling Overhesd: August, 1974 21/31 Days x §1,350,00 $ 915.00
September, 1974 30/30 days x $1,350,00 1,350.00 RS L34 37 -
October, 1974 2/31 days x $1,350.00 87.00
$2,352.00
Tegeco Portfon .1250 £--294.00

< > DEMOTES CREDIT
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SCHEDULE 2 Page 4
GENERAL AMERICAN Oif. COMPARY OF TEXAS A.F.E DETAIL PaprNe. G AYE No 40-7500%-1
No.of Ceples] Acer. Cose Fafcons 8 299,069,00 jbusotee New Mexico
t Purpose GREEN "A" #3 - Eddy County, New Mexico é' ) OAQ Intersst
aao ot . Drill and test through top of Mississippi at approx. 10,900’ s Net Profit -
Totsd Arg  D-40-10 EX 74-18 [ Coat to Date §
[
DATE  |sgzERamce DESCRIPTIONK TANGIBLE  # INTANOIBLE * BALANCE
74 DEC 33932 Standard Corp. - Sleeve couplings for water line 23.00

< > DENOTES CREDIT




SCHEDULE 2 Page 5
: GENERAL AMERICAN OIL COMPARY OF TEXAS A.F.E. DETAIL Puge No. ATE No. 40-21909-1
Ne. of Coplen| Acer. Coda i Cos jouwiee New Mexico
n Pupose GREEKH "A" #3 - Eddy Ccunty, New Mexico Lewsst 3 GAO Iaterest
a0 ot . Driil and test thxough top of Mississ{ppl at approx. 10,900" emeat 3 Xet Profit g
Total Aarz  D-40-10 EK 74-18 ;,",':‘Iiﬁ: Cost to Date §
DATE REPEREXCE DESCRIPTION TANGIBLE MTANOLILE BALANRCE
Balance Forwarded 306,733,00%k
74 SBPT| 28916 Halliburton Services - Dri{ll Stem Test #3 (1,094,00
74 SEPT| 28916 Halliburton Services - Drill Stem Test §2 (1,094, 00)
74 SEPT| 28916 Ralliburton Services - Drill Stem Test 1 {1,060.00) |
74 SBPT| 29262 Halliburton Services - Drill Stew Test #4 (1,135.00 |
74 SEPT| 30054 Moranco - Daywork w/driil pipe 92.75 hrs. @ $95.8334/hr.  $8,888.55
’ Plus 4% N, Mex. Tax 355.54 (9,244.00);

NDrilling Overheed 2,352,001 295,458,00

< > DENOYTESCREDIT




SCHEDULE 2

Page 6

GEMERAL AMERICAN OIL COMPANRY OF TEXAS A.F.E. DETALL 1 AFs K. 60-75027-1
[No_of Coplea] Acct. Code | i fcon  €9,154.00 pisvict New dexico
il Pupese | 1712 - 40- GREEN "A' #3 - 2ddy County, New Mexico Sl mint 3 GAO Interest 100
OAO of . Install surface quipment: heater-separator gaa production unit, automatic safety et § Nat Profit »
Totel are  valve and storage tanks for produced condensata, sment _# CosttaDats g
D-40-10: EX 24-18 tn 2Rl
DATR REFREENCR DEJSCRIPTION TANGIBLE L INTANOIALE BALARCE
74 0CT 31892 A. W. "red" Johns Welding Service - Fabricating & welding nipple up stack pack to wellhead 192.00
74 OCT 31955 Production Services Co. - Rental - Flow Recorder 50.00; Rental - Meter Run 35.00;
' Rental - Back Pressure vslve with controller - 50.00; Tax 5.40; 140.40;
For period 10/22/74 - 10/27/74 (5 day winicum) 140.00 332.00%*
74 WOV 32371 Axelson, Inc. - Axelson AMW Manumatic w/5,000# WM $S vaive, 13" Actuator, SR #15950;
YHP-1 Controller cooplete w/HI & Lo P{lots, quick bleed pilot, regulator & gauges;
Te2s, ells, collars, tubing, straights, nipples & etc. 2,424.00
74 NOV 32520 Standard Corp, - 2 Ball valves and miscl., conns. 210.00
74 NOV 32520 Standard Corp, - 30004 Watter gauge 6.00
74 Nov 32521 Stevenson-Roach Tank Co. - Labor and equipment to deliver production unit, foundation
blocks and test tank on location. Set and alighned unit on blocks. Helped welder
{nstall 2" flow line from well to unit. Dug holes and cemented anchors on same line.
Laid test line off unfit into pit. Re-arranged well head wanifold and installed safety
valve; Llabor and equipment to complete fluid dump line off production unit iato test
tank 465.00
74 NOV 32521 Stevenson-Roach Tank Co. - Labor and equipment to transfer 210 bbl. tank, wmeter ‘run, chary
and back pressure valve to yard, Broke out pipe froa tank to unit and from unit to
weter run. and stacked by unit 112.00
74 NOV 32522 Sweatt Constr. Co. - Dozer to clean up location for pulling unit 91.00
74 NOV 313124 Stevenson-Roach Tank Co. - 1 - IMM BIU/HR Gas production unit w/20" x 10' 1,000#
3 phase separator complete with asccessories SN 2450 and 2 - 12" x 12" x 5' concrete
blocks 15,110.00
74 NOV 33446 Unfon Supply Co., Inc. - Valves, connections and fittings to hook up heater-separato 401.00
74 NOV 33639 West Engineering Co. -~ Ran 4 Point test : 284.00
74 NOV 33639 West Engineering Co. - Run bottom hole pressure flow & build up 513.00
74 NOV 33639 West Engineering Co. - Gas Sample & analysis 462.00 20,010.00*r
yo orc.—
74 DEC 34154 Fradak C. Strech Trucking Co. - Haulfng 2 - 10' x 16' Welded C.B. tanks 384.00
74 DEC 34196 Loyd Well Service - Contract Roustabout Labor 39,00

< > BDINUIES CREDIT



Tenneco Oil Suite 1200

tincoln Tower Building

ATenneco Company
Oenver, Colorado 80203
(303) 292-9920
September 13, 1974 RN
/7 J‘Zl?/ ol
(A=~ i AR
o ey
H S R/ AUREERE B
. : oL T :‘(_"};{:"i\
General American 0i1 Company of Texas %nL‘CgNs&ﬂyAlsp‘ L3

Mieadows Building
Dallas, Texas 75206

RE: Tenneco's Non-participation in
General American's Green "A" #3
Grayburg-Morrow Field
Eddy County, New Mexico

Gentlemen:

On August 30, 1974 Tenneco received your well cost estimate
(submitted in compliance with NMOCC Order No. 4846) to drill

and equip the Green "A" #3 well. Please ba advised that Tenneco
elects not to participate in the drilling of this well, there by
allowing our interests to be pooled as provided under the terms
of the NMOCC Order No. 4846 for non-participating parties.,

Tenneco, however, would appreciate receiving from General American
timely drilling reports and copies of any.drill stem tests,
mechanical or mud logs run to evaluate the Green "A" #3 well.
These reports and logs should be sent to the attention of A. D.

Rial at the above addiress.

Yours very truly,

TENNECO OIL COMPANY

D. D. Myers .
Division Production Manager

MHB:d

cc: New Mexico 0il Conservation Commission~
Attention Mr. A. L. Porter
P. 0. Box 2088 -
Santa Fe, New Mexico 87501
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GENERABAMERICAN] 015, COMPANY, OETEXAS:!
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DATLAS,TEXAS 75,

August 28, 1974

CERTIFIED MAIL/RETURN RECEIPT REQUESTED g

Tenneco Oil‘Company
1200 Lincoln Tower Building
Denver, Colorado

Attention Mr. D, D, Myers, Division Production Manager

Re: Estimated Well Cost
General American's Green "A" #3 Well
Grayburg-Morrow Field
Eddy County, New Mexico

Gentlemen:

New Mexico 0il Conservation Commission Order No. 4846 pooled the
Pennsylvanian Formation underlying the east half of Section 29, Township 17
South, Range 29 East, NMPM, Eddy County, New Mexico. Pursuant to this
Order, General American hereby submits its estimated cost to drill, test,
complete, and equip the Green "A" #3 Well, This data was also submitted
as Exhibit #9 in the August 21, 1974 Examiner's Hearing and is submitted
again to Tenneco to comply with the terms of Order No. 4846,

Should you have any questions regarding these costs, please advise.
Yours very truly,

GENERAL AMERICAN OIL COMPANY

e 2
7

e 4
L R "Z’}‘ N
A G
PR Sl
Bill Patterson
Engineer
Production Department

ms

P, 0, Box 10
Roswell, NM 88201

v New Mexico 011 Conservation Commission
~"””ﬂAttention Mr. A. L, Porter
P, 0, Box 2088
Santa Fe, NM 87501

cc: Mr. Paul Eaton ' 7@/&-
Hinkle, Bondurant, Cox & Eaton ﬁ;? J
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. Lstimated Well Cost ’ Exhibit q

General American Green "A" #3 Well August 21, 1974 Examiner Hearing
10,900 Morrow Test , e New Mexico 0il Conservation Commission
Grayburg Morrow Field Case No, 5298

Pennsylvanian Formation Compulsory
Pooling Hearing - E/2, Sec. 29, T17S,
R29E, NMPM, Eddy County, New Mexico

] Cost - §
Intangibles Tangibles Total

Item

:

Location, Roads & Pits : 5,000 5,000
Drilling - 10,900' @ $11.30/Ft. 123,170 123,170
- Daywork-2 Days @52,300/Day ' 4,600 4,600
Surface Casing-330'-11-3/4" O, 42#, H40 @$8.35/Ft, 2,756 2,756
-Cement, Service, Attachments, Trucking 2,000 2,000
Intermed, Casing-2650'-8-5/8", 24# & 32#, K55 @$7,40/F¢t. 19,610 19,610
- Cement, Service, Attachments, Trucking 3,750 ’ 3,750 .

Logging-Wireline - DIL, CNL, CDL, Dip Meter & Rig Time 14,600 14,600
-Mud Logging 6,000 6,000

Drill Stem Testing - 3 Tests @.$3,600/Test Including :
Rig Time : 10,800 ' 10, 800
Mud Additive & Water 16,000 16,000
Casing Head Assembly 2,500 2,500
Geological & Engineering Supervision . 4,000 4,000
BOP Test 1,000 1,000
Rental Equipment 1,500 1,500
District & General Administration Overhead-60 Days @$45/Day 2,700 2,700
Taxes & Miscellaneous Contingencies 11,000 1,000 12,000
Sub-Total Drill & Test 206,120 25,866 231,986

Complete & Equip
Production Casing - 10,900'-5%", 15.5# & 17#, R55 & 174,

N-80 @ §5.30/F¢t. 57,770 57,770

. - Cement, Service, Attachments, Trucking 5,500 5,500
Production Tubing - 10,900'-2-3/8" EVE, 4,7#, N80 @$1.99/Ft, 21,691 21,691
Perforating & Stimulation 6,500 6,500
Packer 1,500 1,500
Well Servicing Unit 6,000 6,000
Tubing Head, Valves & Misc. Conn, 4,000 4,000
AOF Test . 3,000 3,000
Heater - Dehydrator Unit ) 14,000 14,000
Storage Facilities 3,000 3,000
Flowline ‘ 1,000 ~ 1,000
Labor, Burden & Benefits ) 2,000 2,000
Engineering Supervision 500 500
District & Cen, Admin, Overhead-10 Days @$60/Day 600 600
Taxes & Miscellancous Contingencies 1,500 5,000 6,500
Sub-Total Complete & Equip 25,600 107,961 133,561
Total - Drill, Test, Complete & Equip 231,720 133,827 365,547

Prepared:By: Bill Patterson
Date: 8-16-74




. R TRUJILLO
OIL CONSERVATION COMMISSION CHAIRMAN

LAND COMMISSIONER
STATE OF NEW MEX1CO ALEX J. ARMUO

P. 0. BOX 2088 - SANTA FE MEMBER
87501

STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY - DIRECTOR

August 27, 1974

Re: CASE NO. 5298
Mr. Paul Eaton ORDER NO. R-4846€
Hinkle, Bondurant, Cox & Eaton
Attorneys at Law Applicant:
Post Office Box 10
Roswell, New Mexico 88201 General American 0il Co. of Texas
Dear Sir:

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

Very truly yours,

A T (e, ‘

A. L. PORTER, Jr.
Secretary-Director

ALP/ir
Copy of order also sent to:

Hobbs OCC X

— e

Artesia 0OCC X
Aztec OCC

Other Mr. Ken Bateman and Tenneco Oil Company, Box 2410,
Capital Life Building, Denver, Colorado 80203




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. 5298
Order No. R-4846

APPLICATION OF GENERAL AMERICAN OIL
COMPANY OF TEXAS FOR COMPULSORY
POOLING, EDDY COUNTY, NEW MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on August 21, 1974,
at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this 27th  day of August, 1974, the Commission,
a quorum being present, having considered the testlimony, the
record, and the recommendations of the Examiner, and being

¢ fully advised in the premises,

FINQ§:

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

subject matter thereof.

, (2) That the applicant, General American 0il Company of
Texas, seeks an order pooling all mineral interests in the
Pennsylvanian formation underlying the E/2 of Section 29,
Township 17 South, Range 29 East, NMPM, Eddy County, New Mexico.

(3) That the applicant has the right to drill and is
drilling its Green A Well No. 3 at a standard location for
said unit in the NE/4 SE/4 of said Section 29.

(4) That there are interest owners in the proposed prora-
tion unit who have not agreed to pool thelr interests.

(5) That to avoid the drilling of unnecessary wells, to

[ protect correlative rights, and to afford to the owner of each

interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, within said

unit.

(6) That the applicant should be designated the operator
of the subject well and unit.
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., CASE NO. 5298
: Order No. R-4846

; {7) That any non~consenting working interest owner should

. be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reasonable

" well costs out of production. j

‘ {8) That any non-consenting working interest owner that i
~ does not pay his share of estimated well costs should have f
. withheld from production his share of the reasonable well costs |
1 plus an additional 190 percent thereof as a reasonable charge :

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

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

i} (10) That following determination of reasonable well costs,
1 any non-cons2nting working interest owner that has paid his

. share of aestimated costs should pay to the operator any amount

i that reasonable well costs exceed estimated well costs and

¢ should receive frum the operator any amount that paid estimated
' well costs exceed reasonable well costs.

i (11) That $200.00 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 :
i proportionate share of such supervision charge attributable to

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

i the operator should be authorized to withhold from production

' the proportionate share of actual expenditures required for

' operating the subject well, not in excess of what are reasonable,
i attributable to each non-consenting working interest.

ﬁ (12) That all proceeds from production from the subjéct
| well which are not disbursed for any reason should be placed
i in escrow to be pald to the true owner thereof upon demand

|
§and proof of ownership.

IT IS THEREFORE ORDERED:

i (1) That all mineral interests, whatever they may be,
in the Pennsylvanian formation underlying the E/2 of Section
29, Township 17 South, Range 29 East, NMPM, Eddy County, New
" Mexico, are herehy pooled to form a standard 320-acre gas
il spacing and proration unit to be dedicated to applicant's
Green A Well No. 3, drilling at a standard location for said
uni% in the NE/4 SE/4 of sald Section 29,

! PROVIDED HOWEVER, that should said well not be drilled to
completion, or abandonment, within 120 days after commencement i
thereof, said operator shall appear before the Commission and

ahow cause why Order (1) of this order should not be rescinded.
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(2) That General American 0il Company of Texas i3 hereby
designated the operator of the subject well and unit.

' (3) That after the effective date of this order the
- operator shall furnish the Commission and each known working
" interest owner in the subject unit an itemized schedule of

. estimated well costs.

] {4) That within 15 days from the date the schedule of

" astimated 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 abcve shall remain liable for operating costs but shall
" not be liable for risk charges.

| (5) That the operator shall furnish the Commission and

i each known working interest owner an itemized schedule of

. actual well costs within 90 days following completion of the

7 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,

1 that if there is an objection to actual well costs within

i sald 45~day period the Commission will determine reasonable

' well costs after public notice and hearing.

i (6) That within 60 days following determination of reason-
ézable well costs, any non-consenting working interest owner that

' has pald his share of estimated costs in advance as provided
2above shall pay to the operator his pro rata share of the amount
| that reasonable well costs exceed aestimated well costs and shall
! racelve from the operator his pro rata share of the amount that
© estimated well costs exceed reasonable well costs.

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

attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 15 days from the
| date the schedule of estimated well costs is
+ furnished to him.

éf (B) The pro rata sharecf reasonable well costs

(B) As a charge for the risk involved in the drilling
of the well, 190 percent of the pro rata share of
reasonable well costs attributable to each non-
congaenting working interest owner who has not
paid his share of estimated well costs within 15
days from the date the schedule of estimated woll

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

(9) That $200.00 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
7 share of such supervision charge attributable to each non-

- consenting working interest, and in addition thereto, the operator
- 1s 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.

. (10) That any unsevered mineral interest shall be considered
. a seven-eighths (7/8) working interest and a one-eighth (1/8)

.+ royalty interest for the purpose of allocating costs and charges
" under the terms of this order.

4 {11) That any well costs or charges which ae to be paid
S 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.

i (12) That all proceeds from production from the subject
"well which are not disbursed for any reason shall be placed in
- escrow in Eddy County, New Mexico, to be paid to the true owner
Rthereof upon demand and proof of ownership; that the operator

i shall notify the Commigssion of the name and address of said
”escrow agent within 90 days from the date of this order.

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

l
i
ik

s DONE at Santa Fe, New Mexico, on the day and year herein-
Iabove designated

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

I. R, TRUJILLO, Chairman
. T

Secretary




Docket No. 24-74

Dockets Nos. 25-74 and 26-74 are tentatively set for hearing on September 4 and
September 18. Applications for hearing must be filed at least 22 days in advance

of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY - AUGUST 21, 1974

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

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

CASE 5294: Application of Shenandoah 01l Corporation for a buffer zone allowable,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
the assignment of a special buffer zone allowable to its Gissler "'A"
Wells Nos. 1 and 3, located 430 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 East, Grayburg Jackson Pool, Eddy County, New Mexico.
These wells offset an active waterflood projeci and have received
an apparent response to water injection. ’

CASE 5295: Application of Amoco Productior Company for a non-standard proration
unit and simultaneous dedication, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks approval for a 480-acre non-standard
gas proration unit comprising the N/2 and SE/4 of Section 24, Township
20 South, Range 36 East, Eumont Gas Pool, Lea County, New Mexico, to be
simultaneously dedicated to 1ts Gillully Federal Gas Com Well No. 4 and
its Gillully "A" Federal Well No. 7 located in Units B and O, respectively,

of said Section 24.

CASE 5296: Application of Texaco Inc. for downhole commingling, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks authcrity to
commingle Vacuum-Upper Pennsylvanian production with the presently
commingled North Vacuum-Abo and North Vacuum-Wolfcamp production
in the wellbore in its New Mexico "Q'" State Well No. 4 located in
Unit P of Section 25, Township 17 South, Range 34 East, Vacuum Field,
Lea County, New Mexico,

CASE 5297: Application of Exxon Corporation for a non-standard proration unit and
simultaneous dedication, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks approval for a 160-acre non-standard gas
proration unit comprising the NE/4 of Section 35, Township 20 South,
Range 36 East, Eumont Gas Pool, Lea County, New Mexico, to be simul-
taneously dedicated to its Eumont Gas Com 3 Well No. 1 and its Fopeano
Federal A/C Well No. 7, located in Units A and G, respectively, of said
Section 35.

CASE 5298: Application of General American 01l Company of Texas for compulsory
pooling, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks an order pooling all mineral finterests in the Pennsylvanian
formation underlying the E/2 of Sectfon 29, Township 17 South, Range 29




Docket No. 23-74

DOCKET: COMMISSION HEARING - MONDAY - AUGUST 19, 1974

OIL CONSERVATION COMMISSION - 9 A.M. - MORGAN HALL, STATE LAND OFFICE

BUILDING, SANTA FE, NEW MEXICO

CASE 5262:

(DE NOVO)

CASE 5152:

ir/

Application of Petro-Lewis Corporation for pool
contraction, creation, and special pool rules,
Sandoval County, New Mexico. Applicant, in the
above-styled cause, seeks the contraction of the
Media-~Entrada 0il Pool by the deletion of the NW/4
of Section 22, Township 19 North, Range 3 Wezt,
Sandoval County, New Mexico, and the creation of a
new pool for Entrada production comprising said
lands. Applicant further seeks the promulgation
of special rules for said pool, including a pro-
vision for 160-acre proration units and the estab-
lishment of a special depth bracket allowable for
said pool of vup to 750 barrels per day.

Upon application of Petro-Lewis Corporation, this

case will be heard De Novo pursuant to the provisions
of Rule 1220.

(Reopened) Continued from July 24, 1974 Examiner Hearing

In the matter of Case No. 5152 being reopened pur-
suant to the provisions of Order No. R-4713, which
order established a special depth bracket allowable
for the Media-Entrada 0il Pool, Sandoval County, New
Mexico. All interested parties may appear and show
cause why said special depth bracket allowable should
not be rescinded.




Examiner Hearing - Wednesday - August 21, 1974 Docket No. 24-74
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(Case 5298 continued from Page 1)

CASE 5299:

CASE 5300:

CASE 5301:

East, Eddy County, New Mexico, to be dedicated 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 alloca-
tion of such costs, as well as actual operating costs and charges for
supervisfon. Also to be considered is the designation of applicant as
operator of the well and a charge for risk involved in drilling said

well.

Application of Coquina 01l Corporation for compulsory pooling, Eddy
County, New Mexico. Applicant, iIn the above-styled cause, seeks an
order pooling all mineral interests in the Pennsylvanian formation
underlying the 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

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 operating costs and charges for supervision.
Also to be considered is the designation of applicant as operator of
the well and a charge for risk invelved in drilling said well.

Application of Mesa Petroleum Company for compulsory pooling, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks an
order pooling all mineral interests in the Wolfcamp formation under-
lying 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
well to be drilled 555 feet from the South line and 2085 feet from
the East line of said Section 7. Also to be considered will be the
cost of drilling and completing said well and the allocation of such
costs, as well as actual operating costs and charges for supervision.
Also to be considered 1s the designation of applicant as operator of
the well and a charge for risk involved in drilling said well.

Application of Cleary Petroleum Corporation for a unit agreement, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks
approval of the Quarry Unilt Area comprising 5177 acres, more or less,
of Fee and Federal lands in Township 22 South, Range 32 East, Lea
County, New Mexico.
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BEFORE EXAMINER STAMI?T
OIL CONSERVATION COMMI.:SION

EXHIBIT NO._ 2
CASENO. £ 279

May 2, 1974 Submitted by, &R ] l"/'!ft

Hearing Date

Tenneco 011 Company

1200 Lincoln Tower Building
18€9 Lincoln Stxeet

Denver, Colorxado 60203

Attention: Mrx, N. B, Venus

et Grayburg Morrow Area

e EARY. SOVRLY ReW MOXACO

Gentlemens

General American plans to drill a 19, 909~foot Morrow
test at a leyal location in the NE/4 SE/4 Section 29, T-17-8,
R=29=E, Xddy County, New Mexico, commencing as soon as praciical
in view of rig and pipe shortages. We plan to dedicate the
B/2 of Section 29 as the spacing unit for such test and inaswmuch
as you own the lease covering the BE/4 BR/4 Section 29, T=17-8,
R=29-E, we request that you give consideration to joining us

in this test,

As you are aware, Morrow ¢as is being produced in
Section 28, offsetting us to the Rast, Also, a Wolfcamp test
was recently cowxpleted to the South in Section 32, Therefore,
we think that it ie prudent that wa comwsence our well as sooa
ne posnible. We recognize that you have plans for a Morrow
tust in Section 33, T=17=8, K-~29-R, But 40 not feel such tast
has any bearing an ourxr proposad well,

Inasmuch as our proposnd well has definite possibilities
in the Wolfcamp formation as well as the Morrow, we recommend
and propose that Tenneco and General American croes—assign
vorking intarest in the B/2 Section 29 so that General American
would owvn 7/8ths and Tennecs 1/8th of said 320 acres. This
would eliminate the problem of differeat spacing rulas for

Edvibit 2




Tenneco 0Ll Company 2w May 2, 1974

the aeparate xones, BSuch cross-assigamant would cover all
depthe below the base of the Abo formation and each of us
wontld Be responsible for the royelty, overriding royalties
and other burdens om our respective leases,

Please give the above your sarly consideratioa.
If you need additional information, please 20 advise.

Very txuly yours,

v

Paul M. Thomnecn
Land Department

PNT:gem




Tenneco Oil

ATenneco Company

Sune 1200

Lincoln Tower Buildirg . -:

Denver. Colorado 80203 ’ sl
(303) 292-9920 . ot

June 5,

General American 0il1 Company of Texas
Meadows Building
Dallas, Texas 75200

Attention: Mr. Paul M. Thompson

Gentlemen:

1974

BEFORE EXAMINFR STAMETS
OIL CONSERVATION <x. - VMMISSION

EXHIBIT Nu (S

CASENO.  £2F# .
Submitted bY_ﬁpﬂ_LL (_&h:t___

Hearing Date

e T

Re: Proposed Morrow Test
E/2 Section 29, T17S, R29E
Grayburg Jackson Area
Eddy County, New Mexico

Tenneco would like to defer the drilling of the proposed 10,900 ft.
Morrow sand Development well as proposed in your letter of May 2, 1974,
In addition to our Morrow well in NW/4 Section 29, T17S, R29E, Midwest
has proposed a Morrow test located in NE/4 Section 31, T17S, R29E.

Both of these wells will provide necessary stratigraphic information

of the Morrow from which to base an evaluation of the proposed location.

Please address all future correspondence related to this well to my

attention.

ADR/mlw

C’,MJ’?“

T e

PR / Al Cfin s
e

el 2L o
Cl-0-1y)

Yours very truly,

TENNECO OIL COMPANY

D. D. Myers
Division Production Manager

E’(AI“ ('}‘ 3

T T e e AT —————




7 June 28, 1974
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Tenneco 0il Company

Suite 12100 Submitted lVﬁﬂﬂ /,Q_&-a‘f—--—‘
Lincoln Tower Building { Vearing Dute____
Jenver, Colorado 80233 L o e e

Attentionl K!‘. Dc J';. Hy.r‘
Divirion Production Manrger

Re: Proposed Morrow Test
E/2 Section 29, T=17=S, R=29-L

—Bady County, New Mexico .
Centlemen:

#ith raferenca to your letter dated June 5, 1974,
wherein you advise that Tenneco would prefer to delany the
drilling of the Morrow test proposed in our letter of May 2,
1974, vlease be advised thalt General 'merican still is of
the owinion that the well sheuld be commanced as soon as
possible. Therafore, we hereby respectfully request that
you consider doing one of the following things:

1. Join with us in driiling said well as proposed
in ouvr May 2, 1974, letter or

2. 8ell us your rights below the base of the Abo
formation in the 5E/4 SE/4 for comsidexation of $125.00 per
net acre (subject to approval of title and assuming no unusual
burdens) or

3. Farmout on the following terms:

a. Gensrxal Amoricon agrees to drill the 10,930
foot Morrow well at a lecation im the MRBR/4
8R/4 Bection 29-178-29F, EAQy County, Mew
Maxico, at its sole risk and cost,

Exhid i+ 4




Tenneco 0il Company T June 28, 1974

b, If the test well is completed as a commercial
producer belcw the base of the Abo formation,
you ugree to assign us all your iaterest in
the S2/4 SE/4 Section 29-176-29%, Bddy County,
New Mexico, subject to your resservation of
an overriding royaity equal to ths difference
between sxisting xoyalty and overcrides and
2%5% (75% net revenue to General American).

At gzayout of such well, you would have the
option to convert such override to a 50%
working interest, propoxrtionately reduced.

c. 8pacing unit for the Morrow formation to be
the E/2 Secticn 29 and either the E/2 5B/4
(80=acre spacing) or the 3E/4 (160-scre specing)
Section 29 for the Wolfcamp formation,

Beczsuse of the difficulty in obtaining a drilling
rig, we sincerely hope that you will give early considerxation
to this motter and reply to us by July 21, If you have =any
querstions or if clarification is needed, vlease call me collect
at. hrea Code 214, 368-5811,

Very truwly yours,

Paul 4, Thompson
Land Department

PMT 1 cem




Tenneco Oil St 100

A fenneco Company Lincoln ower Buldimg
Phenver, Colonado 800103
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BEFORE EXAMINER swwv\eTs g ’ |
OIL CONSERVATION COMMISSION 17

EXHIBIT NO _§_\<_ !
CASENO. &52.99 -~

Submitted by I?,ge_[.l_sd_ﬂ.f.—

Hearing Date

July 22, 1974

General American 0il1 Company of Texas
Meadows Building
Dallas, Texas 75206

Attention: Mr. Paul M. Thompson
Land Department

RE:  Your Proposed Morrow Test
NELSEY Section 29, T17S, R29E
Eddy County, New Mexico
TOC 30411

Gentl-men:

In reply to your June 28th, 1974 letter please be advised that Tenneco,
DEPCO and Husky are now driiling a joint Morrow test in the NW% Section
33, T17S, R29E (#33-1 Federal-Com) and the Unit Operator has proposed
drilling the #5 South Empire Deep Unit well in Settion 32, T17S, R29E
in the near future, in which Tenneco is also a working interest owner.

In view of the foregoing, we feel we should await the outcome of these
two wells, for what we believe is necessary additional well control, on

the Morrow Formation.
Very'truly yours,

TENMECO GIL COMPANY

M4 /- /1/1/’

Venus
Senior Landman

NBV/fv
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Estimated Well Cost Exhibit
General American Green—sg ?Q 2/ (NER gTAhAETS August 21, 1974 Examiner Hearing
10,900 Moxrow Tes BEF €)\](/%:¥'ION CON\M\SC}'()N New Mexico 0il Conservation Commission
Grayburg Morrow Fisld)ﬂ.C()NSER Case No. 5298
: EXHIBIT NO. Pennsylvanian Formation Compulsory
_A_S:j;:iji——f—--*‘””"‘ Pooling Hearing ~ E/2, Sec., 29, T17S,
CASE NO. R29E, NMPM, Eddy County, New Mexico
_L_jﬁ_————
Submitted by_Ap el
Item Hearing Date - Cost - $
Intangiblas Tangibles Total

Drill & Test

Location, Roads & Pits 5,000 5,000
brilling - 10,900' @ $11,30/Fc. 123,170 123,170
- Daywork-2 Days @$2,300/Day 4,600 4,600
Surface Casing-330'-11-3/4" 0D, 42#, H40 @$8,35/Ft. 2,756 2,756
-Cement, Service, Attachments, Trucking 2,000 2,000
Intermed. Casing-2650'-8-5/8", 244 & 32#, K55 @$7.40/Ft. 19,610 19,610
~ Cement, Service, Attachments, Trucking 3,750 3,750
Logging-Wireline - DIL, CNL, CDL, Dip Meter & Rig Time 14,600 . 14,600
-Mud Logging 6,000 6,000
Drill Stem Testing - 3 Tests @ $3,600/Test Including '
\ Rig Time 10,800 10,800
: Mud Additive & Water 16,000 16,000
i Casing Head Assembly 2,500 2,500
i Geological & Engineering Supervision 4,000 4,000
i BOP Test 1,000 1,000
Rental Equipment 1,500 1,500
District & General Administration Overhead-60 Days @$45/Day 2,700 2,700
Taxes & Miscellaneous Contingencies 11,000 1,000 12,000
Sub-Total Drill & Test 206,120 25,866 231,986
Complete & Equip
Production Casing - 10,900'-5%", 15.,5# & 17#, K55 & 17#,
N-80 @ $5,30/F¢t, ‘ 57,770 57,770
- Cement, Service, Attachments, Trucking. 5,500 5,500
, Production Tubing - 10,900'-2-3/8" EUE, 4.7#, N80 @$1,99/F¢t. 21,691 21,691
Perforating & Stimulation ‘ 6,500 6,500
§ Packer 1,500 1,500
; Well Servicing Unit 6,000 6,000
! Tubing Head, Valves & Misc., Comn, : ‘ 4,000 4,000
i AOF Test ‘ 3,000 ' 3,00
f Heater - Dehydrator Unit ' 14,000 14,000
| Storage Facilities 3,000 3,000
: ! Flowline 1,000 1,000
| Labor, Burden & Benefits 2,000 . 2,000
; Engineering Supervision ‘ 500 500
* District & Gen, Admin, Overhead-10 Days @$60/Day . 600 - 600
Taxes & Miscellaneous Contingencies 1,500 5,000 6,500
Sub-Total Complete & Equip 25,600 107,961 133,561
Total - Drill, Test, Complete & Equip 231,720 - 133,827 365,547

Prepared By: Bill Patterson
Date: 8-16-74

Exb:6,4 9




. ' COPAS -— 1963

' Recommended by the
! ‘ Council of _Petroleum

TULSA, OKLAHOMA 74101 : : Accountants Societles of
Nocth America

hea/150 601

" ‘"

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS
1. Definitions
“Joint Account” shall mean the account showing the charges and credits accruing because of the Joint Operations
and which are to be shared by the Parties,

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting
Procedure is attached.
“Joint Operations” shall mean all operations necessary or proper for the development, uperation, protection and
maintenance of the Joint Property. 7
“Operator” shall mean the party designated to conduct the Joint Operations. i
“Non-Operators” shall mean the parties to this agreement other than the Operator.
“Parties” shall mean Operator and Non-Operators.
i ; “Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. ,

[ “Controllable Material” shall be defined as set forth under the subparagraph selected below: ;
I A. [X] Material which at the time is so classified in the Material Classification Manual as most recently rec- i
‘. ; ommended by the Council of Petroleum Accountants Societies of North America. ‘
' ' B. [ ] Material which is ordinarily so classified and controlled by Operator in the conduct of its operatnons

List shall be furnished Non-Operators upon request.

?
|
!
!
|
|
!
|

2. Statements and Billings
Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of costs
and expenses for the preceding month. Such bills will be accompanied by statements reflecting the total charges )
and credits as set forth under the subparagraph selected below: i

A. [ ] Statement in detail of all charges and credits to the Joint Account,

B. [ ] Statement of all charges and credits to the Joint Account, summarized by appropriate classifications
indicative of the nature thereof.

C. .[X] Statement of all charges and credits to the Joint Account, summarized by appropriate classification
indicative of the nature thereof, except that items of Controllable Material and unusual charges and ;
eredits shall be detailed. .

3. Advances and Payments by Non-Operators

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation. Operator shall adjust each monthly billing to
reflect advances received from the Non-Operators.

Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rate of ten per-cent (1095) per annum
or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint Property is
located, whichever is the lesser.

4. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator {o protest or question the correctness

; thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calendar .
f * year shall conclusively be presumed fo be true and correct after twenty-four (24) months following the end of g
any such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes written :
; exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be
made unless it is made within the same prescribed pericd. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of the Joint Property as provided for in Section VII.

5. Audits

A Non~Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit
Operator's accounts and records relating 1o the accounting hereunder for any calendar year within the twenty-four
{24) month period following the end of such calendar year; provided however, the making of an audit shall not
extend the time for the taking of writien exception to and the adjustments of accounts as provided for in Paragraph
4 of this Section I, Where there are two or more Non-Operators, the Non-Operators shall make every reasonable
effort to conduct joint or simultaneous audits in a manner which will result-in a minimum of inconvenience to the
Operator. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless
agreed to by the Operator,

6. Approval by Non-Operators
Where an approval or other agreement of Non-Operators is expressly required under Paragraphs 5A, 5B, 6A and .
i 8 of Scction II, Section III, Section V, Section VI, and Paragraph 4 of Section VI, of this Accounting Procedure and .
! if the agreement to which this Accounting Procedurc is atlached contains no contrary provisions in regard thereto,

the Operator shall notify all Non-Operators and the agreement or approval of a majority in interest of the Non-
Operators shall be controlling on aull Non-Operators.
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II. DIRECT CHARGES
Operator shall charge the Joint Account with the following items:

1. Rentals and Royalties
Lease rentals and royalties paid by Operator for the Joint Operations,
’ 2. Labor |
i A. (1) Salaries and wages of Operator's employees directly employed on the Joint Property in the conduct of :
Joint Operations. i

: (2) Salaries of first-level supervisors in the fleld if such charges are excluded from overhead rates in Option :

! A of Section 1II, {

9 (3) Salaries and wages of technical employees temporarily assigned to and directly employed on the Joint :

Property if such charges are excluded from overhead rates in Option B of Section III, :

I (4) Salaries and wagrs of technical employees either temporarily or permanently assigned to and directly i

i employed in the operation of the Joint Property if such charges are excluded from overhead rates in !

Option C of Section III. » '
B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to i
the employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this i

Section 1I and Paragraph 1A of Section III; except that in the case of those employees only a pro rata portion

of whose salaries and wages are chargeable to the Joint Account under Paragraph 1A of Section III, not more

than the same pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint

Account. Cost under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage

assessment” on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this

Section TI and Paragraph 1A of Section III. If percentage assessment is used, the rate shall be based on the i

Operator's cost experience.

Expenditures or contributions made pursuant to assessments imposed by governmental authority which are

j applicable to Operator’s labor cost of salaries and wages chargeable to the Joint Account under Paragraphs

i 2A and 2B of this Section II and Paragraph 1A of Section III.

i D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Ac-
count under Paragraph 24 of this Section II and for which expenses the employees are reimbursed under
Operator’s usual practice.

3. Employce Benefits )

Operator’s current cost of established plans for employees’ group life insurance, hospitalization, pension, retire-
ment, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor cost
chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II and Paragraph 1A of Section III
shall be chargeable as indicated in the subparagraph selected below:

‘ A. [ ] Operator’s actual cost.
i B. [X] Operator’s aclual cost not to exceed tifteen per cent (15%).

4. Material
! Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. So far
{ as it is reasonably practical and consistent with efficient and economical operation, only such Material shall be
purchased for or transferred to the Joint Property as may be required for immediate use; and the accumulation of
surplus stocks shall be avoided.

5. Transportation
Transportation of employees and Material necessary for the Joint Operations but subject to the following limita-
tions: .
A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store,
; recognized barge terminal, or railway receiving point where like material is normally available, unless
: agreed to by Operator and Non-Operators. X
‘ B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the ‘
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge
terminal, or railway receiving point unless agreed to by Operators and Non-Operators. No charge shall be made i
to the Joint Account for moving Material to othor rroperties belonging to Operator, unless agreed to by Operator J
and Non-Operators. |
‘ C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking
; | costs of $100 or less. |
| I 6. Services
; A. The cost of contract services and utilities procured from outside sources other than services covered by Para-
graph 8 of this Section II and Paragraph 1B of Section III. The cost of professional consultant services shall
not be charged to the Joint Account unless agreed to by Operator and Non-Operators.
B. Use and sarvice of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV.

7. Damages and Losses to Joint Property .

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages
: or losses incurred by fire, flood, storm, theft, accident, or other cause, except to the extent that the damage or loss
¢ could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall '
furnish Non-Operators written notice of damages or losses incurred as scon as practicable after a report thereof
has been received by Operator.

© 8 Legal Expense

i All costs and expenses of Fandling, investigating, and settling litigation or claims arising by reason of the Joint
Operations or necessary to protect or recover the Joint Property, including, but not limited {o, attorney’s fees,
court costs, cost of investigation or procuring evidence and amounts paid in settiement or satisfaction of any such
litigation or claims; provided, (a) no charge shall be made for the services of Operator's legal staff or other reg-
ulavly employed personnel (such services being considered 1o be Administrative Overhead under Section 111),
: unless agreed to by Operater and Non-Operators, and (b) no charge shall be made for the fees and expenses of
! outside attorneys unless the employment of such attorneys is agreed to by Operator and Non-Operators.

9. Taxes
All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the

Parties.
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10. Insurance
Net premiums paid for insurance required {o be carvied on the Joint Property for the protection of the Parties.
In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Workmen's
Compensation and ‘or Employers Liability under the respective state's laws, Operator may, at its election, include ‘
the risk under its self-insurance program and in that event, Operator shail include a charge therefor on the follow- !

ing basis:

! 11. Other Expenditures
‘ Any other expendiiure not covered or dealt with in the foregoing provisions of this Section II, or in Section 111
‘ and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations.

* 1. INDIRECT CHARGES

Operator may charge the Joint Account for indirect costs either hy use of an allocation of district expense items plus
the rate for administrative overhead, and plus the warehousing charges, all as provided for in Paragraph'1 of this Sec-
tion III or by combining all three of said items under the rates provided for in Paragraph 2 or 3 of this Saction 11,
li as indicated next below:
} OYERATOR SHALY CHARGE INDIRECT COSTS TO THE JOINT ACCOUNT UNDER THE TERMS OF:
; [ 1 Paragraph 1. (District Expense, Administrative Overhead and Warehousing)
{X] Paragraph 2. (Combined Rates ~ Well Basis)
[ 3 Paragraph3. (Combined Rates - Percentage Basis) .
! The cost and expense of services from outside sources in connection with matters of taxation, traffic, accounting or
I matters before or involving governmental agencies shall be considered as included in the overhead rates provided for
i the above selected Paragraph of this Section IIT unless such cost and expense are agreed to by Operator and Non-
Onerators as a direet charge to the Joint Account. 5
THE OVERHEAD RATES PROVIDED FOR IN ANY OF THE PARAGRAPHS SELECTED ABOVE ‘
A. [ shall [ ] shall not include salaries and personal expenses of first-level supervisors in the field.
B. [ ] shall [X] shall not include salaries, wages and personal expenses of technical employees temporarily as-
signed to and directly employed on the Joint Property. %
C. [ shall [ ] shall not include salaries, wages and personal expenses of technical employees either tempo- '
rarily or permanently assigned to and directly employed in the operation of the Joint
Property.
1. District Expense, Administrative Overhead and Warchousing

A. District Expense

Operator shall charge the Joint Account with a pro rata portion of the salaries, wages and éexpenses of
; Operator’s production superintendent and other employces serving the Joint Property and other properties
J of the Operator in the same operating area, whose time is not allocated directly to the properties, and a pro

. rata portion of the cost of maintaining and operating a production office known as Operator's . .

? weveeo. Office located at or near . . ..
| (or a comparable offnce 1f locahon changed); and necessary sub- ofﬂces (1f any), mamtamed for the conven-
ience of the above-described office, and all necessary camps, including housing facilities for emvloyees if
required, used in connection with the operations of the Joint Property and other properties in the same
; operating area., The expense of, less any revenue from, such facilities may, at the option of Operator, include
| depreciation of investment or a fair monthly rental in lieu of depreciation. Such charges shall be apportioned

to all properties served on some equitable basis consistent with Operator’s accounting practice.

B. Administrative Overhead ’ )
Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall
be in lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1A of this Section
111, including salaries, wages and expenses of personnel assigned to such offices. Such charge shall be in addi-

i tion to the salaries, wages and expenses of employees of Operator authorized to be charged direct as provided
in Paragraphs 2 and 8 of Section II. Such charge shall be made on the basis indicated below, either (1) well |
basis or (2) percentage basis, at the vates shown thereunder.
(1) {1 Well Basis J
_RATE PER WELL PER MONTH _
DRILLING WELL RATE PRODUCING WELL RATE |
_ {U1e Total Depth) - {Uie Current Producing Dopth)} ]
Flrl! Nv. Next Five Al Well: Over Ten

‘Well Depth " Eech Well

(2) [ ] Percentage Basis

PERCENTAGE BASIS

Development:
......................... Percent (%) of the cost of development of the Joint Property exclusive of costs pro-

vxded under Paragraph 8 of Section Ii and all salvage credits.

: Operating:

X ... Perecent ( <) of the cost of aperating the Joint Property exclusive of costs provided
| undm 1’.\11<vmph> 1 and 8 of Scction I1, all salvage credits, the value of injected substances purchased for
secondary recovery and all taxes and assessments which ave levied, sssessed and paid upon the mineral

interest in and to the Joint Property. !
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C. Operator's Warchouse Operating and Maintenance Expense
[ 1 Included in district expense
[ ] No charge cither direct or indirect
[ ] Percentage basis (deseribe fully) ...

Combined Rates Wel] Basns
Operator shall charge the Joint Account for the services covared bv T-aragraph 1 of this Section I1IT on the basis

mdxcated below:
RATE PER _WELL_PER MONTH

DRILLING WELL RATE PRODUCING WELL RATE
(Ve Tofnl Depth) o o (Use gumnt Psroducing Dapt_h) A
Wat Depth tceh Well Finst Five ___Next Five All Waells Over Ten

1350

Combined Rates - Percentage Basis
Operator shall charge the Joint Account for the services covered by Paragraph 1 of this Section III on the basis

indicated below:
PERCENTAGE BASIS

A. Development:
. Percent ( %) of the cost of development of the Joint Property exclusive of costs pro-

vxdod under Paragraph 8 of Section I1 and all salvage credits.

B. Operating:
weer-.. Percent ( %) of the cost of operating the Joint Property exclusive of costs provided
under Paragraphs 1 and 8 of Sectlon II, all salvage credits, the value of injected substances purchased for
secondary recovery and all taxes and assessments which are levied, assessed and paid upon the mineral
interest in and to the Jouint Property. ‘

Application of Administrative Overhead or Combined Rates - Well Basis

The following limitations, instructions and charges shall apply in the application of the rates as provided under
either Paragraph 1B (1) or Paragraph 2 of this Section III.

A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drilling or
completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling operations for fifteen (15) or more consecuiive days.

B. The status of wells shall be as follows:

(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for waterflood-
ing operations and salt water disposal wells shall be considered the same as producing oil wells.

(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the
well schedule at the time the shutdown is effected. Any well being plugged or produced during any
portion of the month shall be considered as a producing well for the entire month.

(3) Wells being plugged back, drilled deeper, converted to a source or input well, or which are undergoing
any type of workover that requires the use of a drilling rig or workover rig capable of drilling shall
be considered the same as drilling wells.

(4} Temporarily shut-down wells, which are not produced or worked upon for a pemod of a full calendar
month, shall not be included in the well schedule, provided however, wells shut in by governmental
regulatory body shall be included in the well sche™:lc only in the event the allowable production is
transferred to some other well or wells on the Joint Property. In the event of a unit allowable, shut-in
wells shall be counted in determining the charge hereunder for such month if said wells contribute allow-
able production that is ‘actually produced during such month from one or more unit wells as a result of
allowable transfer, inclusion in the unit allowable or other circumstances, but the total shut-in well count
shall be limited to the minimum number of shut-in wells necessary to provide the contributed allowable
actually produced during the month.

(5) Gas wells shall be included in the well sched'~ if directly connected to a permanent sales outlet even
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production.

(6) Wells completed in multiple horizons, shall be considered as a producing well for each separately pro-
ducing horizon, providing cach completion is considered a separate well by governmental or other state-
wide regulatory authority.

C. The well rates for preducing wells shall be applied to the individual leases; provided that, whenever leases
covered by this agreement are operated as a unitized project, the well rates shall be applied to the total
number of producing wells, irrespective of individual leases.

D. The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying
the rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude
Petroleum and Gas Production Workers for the last calendar year compared to the preceding calendar year
as shown by “The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers”
as published by the United States Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian
Index as pubhshed by the Dominion Bureau of Statistics, as applicable. The adjusted rates shall be the
tates currently in use, plus or minus the computed adjustment,

Application of Administrative Overhead or Combined Rates - Perccntage Basls

For the purpose of determining charges on a Percentage Basis under Paragraph 1B (2) or Paragraph 3 of this

Section III, Development shall include all costs in connection with drilling, redrilling, deepening or any remedial

operations on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures

necessary in preparation for drilling and expenditures incurred in abandoning when well is not completed as a

producer; and original cost of construction or installation of fixed assets, the expansion of fixed assels and any

other project clearly discernible as a fixed asset, except Major Construction as defined in Paragraph 6 of this

Section III. All other costs shall be considered as Operating

Major Construction Overhead

For the construction of compressor plants, water stations, sccondary rccovery syslems, drilling and production

platforms, salv water disposal facilities, and other such projects, as distinguished from the more usual drilling

el




and producing operations, Operator in addition 1o the Administrative Overhead or Combined Rates provided for in :
Paragraph 1, 2 or 3 of this Sccton III shall either negotiate a rate prior to beginning of construction or shall charge .
the Joint Account with an additional overhead charge as follows: I
A, Total cost less than $25,000, no charge. }
B. Total cost more than $25,000, but less than $100,000, . .. 3. .....% of total cost. :
C. Total cost of $100,000 or more, . . 3. % of the first $100,000 plus . . 2 ......... % of all over $100,000

. of total cost. ‘
Total cost shall mean the total gross cost of any one project. For the purpose of this paragraph the component parts ‘
of a single project shall not be treated separately and the cost of drilling wells shall be excluded.

7. Amendment of Rates
The specific rates provided for in this Section III may be amended from time to time by mutual agreement between

| the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

IV. BASIS OF CHARGES TO JOINT ACCOUNT

Subject to the further provisions of this Section IV, Operator will procure all Material and services for the Joint
Property. At the Operator’s option, Non-Operators may supply Material or services for the Joint Property.

I. Purchases

Material purchased and service procurcd shall be charged at the price paid by Operator after deduction of all
_3 discounts actually received.
2. Material furnished from Operator’s Warchouse or Other Properties

A. New Material (Condition “A”)

(1) Tubular goods, except line pipe, shall be priced on a maximum carload and/or barge load weight basis
regardless of quantity transferred and equalized to the lowest prevailing price f.o.b. railway receiving
point or recognized barge terminal nearest the Joint Property where such Material is normally avaii-
able effective at date of transfer. »

(2) Line pipe shall be priced at the current replacement cost effective at date of transfer from a rcliable ‘
supply store nearest the Joint Property where such Material is normally available if the movement is g
less than 30,000 pounds. If the movement is 30,000 pounds or more, it shall be priced on the same ‘
basis as casing and tubing under Subparagraph (1) of this paragraph. ‘ )

(3) When the Operator has equalized actual hauling costs as provided for in Paragraph 5 of Section II,
Operator is permitted to include ten cents (10¢) per hundred-weight on all tubular goods furnished
from his stocks in lieu of loading and unloading costs sustained,

(4) Other Material shall be priced at the current replacement cost of the same kind of Material, effective
at date of movement and f.0.b. the supply store or railway receiving point nearest the Joint Property
where Material of the same kind is normally available,

(3) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this
Paragraph 2 of Section IV,

B. Used Material (Condition “B” and “C”)
(1) Material in soutid and serviceable condition and suitable for reuse without reconditioning, shall be
classified as Condition “B” and priced at seventy-five per cent (75%) of the current price of new
Material.
: (2) Material which is not suitable for its criginal function until after reconditioning shall be furnished to
; the Joint Account under one of the two methods defined below:
: (a) Classified as Condition “B” and priced at seventy-five per cent (75%) of the current pric¢ of new
Material. The cost of reconditioning shall be absorbed by the Operator of the transferring properly.
j (b) Classified as Condition “C” and priced at fifty per cent (509) of current price of new Material. ,1
" The cost of reconditioning also shall be charged to the receiving property, provided Condition
“C” value, plus cost of reconditioning, does not exceed Condition B’ value.
{ (3) Obsolete Material or Material which cannot be classified as Condition “B” or Condition “C* shall be
. priced at a value commensurate with its use. Material no longer suitable for its original purpose but
usable for some other purpose, shall be priced on a basis comparable with that of items normally used
for such other purpose.

(4) Material involving erection costs shall be charged at applicable percentage of the current knocked-down
price of new Material, )

3. Premium Prices

! Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Section IV because )

i of national emergencies, strikes or other unusual causes over which the Operator has no control, the Operator :

may charge the Joint Account for the required Material at the Opeérator’s actual cost incurred in précuring such i

Material, in making it suitable for use, and in moving it to the Joint Property, provided, that notice in writing

‘ is furnished to Non-Operators of the proposed charge prior to billing Non-Operators for such Material. Each
! Non-Operator shall have the right, by so electing and notifying Operator within 10 days after receiving notice

‘ from Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to f

Operator. ‘

4. Warranty of Material Furnished by Operator '

Operator does not warrant the Material furnished. Ir case of defective Material, credit shall not be passed
to the Joint Account until adjustment has been received by Operator from the manufacturers or their agents.

5. Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of cquipment and facilities at rates commensurate with

cost of ownership and operation. Such rates sha)l include cost of maintenaace, repairs, other operating

; expense, insurance, taxes, depreciation, and interest on investment not to exceced six per cent (69%) per '
! annum, provided such rates shall not exceed those currently prevailing in the immediate area within which '
: the Joint Property is located. In licu of rates based on costs of ownership and operation of equipment, other
than automotive, Operator may clecl to use commercinl rates prevailing in the area of the Joint Property

less 20640 for automolive equipment, rates as pubiished by the Petroleum Motor ransport Association

may be uscd. Rates for' laboratory services shall not excced those currently prevailing if perfornied by

_5 —-




outside service laboratories. Rates for trucks, tractors and well service units may include wages and ex-
penses of operator.
B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge.
i C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

V. DISPOSAL OF MATERIAL v i

. The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus i

! Condition “A"” or “B” Material. The disposition of surplus Controliable Material, not purcnased hy Opecrator, shall '
be agreed to by Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk and
scrap Material either by transfer or sale from Joint Property.

; 1. Material Purchased by the Opcrator or Non-Operators.

i Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account

! for the month in which the Material is removed by the purchaser.

b 2. Division in Xind :

! Division of Material in kind, if made between Operator and Non-Operators, shall be in proportion to the respective
interests in such Material. The Parties will thereupon be charged individually with the value of the Material
received or receivable. Proper credits shall be made by the Operator to the Joint Account.

3. Sales to Qutsiders
Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the
net amount collected by Opverator from vendee. Any claim by vendee related to such sale shall be charged back |
to the Joint Account if and when paid by Operator. j

|
1

VI. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

, Muterial purchased by either Operator or Non-Operators or divided in kind, unless agreed to by Operator and Non- '
1 Operators shall be priced on the following basis: .

1. New Price Defined
New price as used in this Section VI shall be the price specified for new Material in Section 1V.
2. New Material
New Material (Condition “A”), being new Material procured for the Joint Property but never used, at onc
hundred per cent (100%) of current new price (plus sales tax if any). .
3. Good Used Material
Good used Material (Condition “B"), being used Material in sound and serviceable condition, suitable for reuse
withotiit reconditioning:
A. At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or
B. At sixty-five per cent (65%) of current new price if Material was originaily charged to the Joint Account
as secondhand at seventy-five per cent (75%) of new price.
4. Other Used Material
Used Material (Condition “C"), at fifty per cent (50%) of current new price, being used Material which:
A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or
B. Is serviceable for original function but not suitable for reconditioning.
| 5. Bad-Order Material _
E Material (Condition “D”), no longer suitable for its original purpose without excessive repair cost but usable for ,
J some other purpose at a price comparable with that of items normally used for such other purpose. 3
G. Junk Material : '
Junk Material (Condition “E"), being obsolete and scrap Material, at prevailing prices,
7. Temporarily Used Material y
When the use of Material is temporary and its service to the Joint Proverty does not justify the reduction in
price as provided for in Paragraph 3B of this Section VI, such Material shall be priced on a basis that will leave
a net charge to the Joint Account consistent with the valuec of the service rendered,

VII. INVENTORIES

The Operator shall maintain detailed records of Controllable Material, )

1. Periodic Inventories, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material.
! Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any
inventory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of
Non-Operators to be represented at an inventory shall bind Non-Operators to accept the inventory taken by
Operator.
2. Rcconciliation and Adjustment of Inveatories
Reconciliation of inventory with the Joint Account shall be made, and a list of overages and shortages shall be
furnished to the' Non-Operators. Inventory adjustments shall be made by Operator with the Joint Account for
overagés and shcortages, but Operator shall be held accountable to Non-Operators only for shortages due to tack
of reasonable diligence. .
3. Special Inventories
Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest
takes place. In such cases, both the seller and the purchaser shall be governed by such inventory.
1. Expense of Conducting Periodic Inveniories
The exnense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by
Operator and Non-Operators,

—




August 6, 1974

Tenneco 01l Company
Suite 1200

Lincoln Tower Building
Denver, Colorado 80203

Attention: Mr. N. B. Venus

Re: Proposed Morrow Test
NE/4 SE /4 Section 29-175-29E
Eddy County, New Mexico
(Our File Nos. 1L-1488-2 & 1487-1)

Centlemen:

We are in receipt of your letter dated July 22, 1974, wherein you advise
that you do not wish to farm out or join in the captioned well as proposed
in our letter dated june 28, 1974. Thise is to advise that General
American has elected to proceed with the drillina of this test and has
made application with the O1l Conservation Commisasion of New Mexico
to force pool the Morrow formation in the E/2 Section 29-175-29E, It

is anticipated that the test will be spudded on or before August 10, 1974,

Again, we would like for you to reconsider our proposal as set out in the
July 22nd letter. If you still are opposed to joining with us or to farming
out bslow the hase of the Abo formation, please consider farming out the
Morrow formation only Gn the same basis as outlined in such letter. If
you are willing to farm out the Morrow formation, please reply at your
earliest convenience, but no later than August 16, 1974, Please give me
a caltat A/C 214 368-5811 if you have any questions or need clarification,

PMT:Im

Bec: M. E. Wilson, Jr., Bill Patterson, J. T. Reynolds, Roy Crow,
N. W. Krouskop




BEFORE THE OIL CONSERVATION COMMISSIO?/46§%}

STATE OF NEW MEXICO

APPLICATION OF GENERAL OIL COMPANY OF )
TEXAS FOR COMPULSORY POOLING, EDDY )
COUNTY, NEW MEXICO )

General American 0il Company of Texas, by its undersigned
attorneys, hereby makes application for an order pooling all
mineral interests in the Morrow formation underlying the E% of
Section 29, Township 17 South, Range 29 East, N.M.P.M,, Eddy
County, New Mexico, and in support thereof would show:

1. Applicant is the owner of o0il and gas leases covering
the NE¥%, NX%SEY%, SWLSEY% Section 29, Township 17 South, Range 29
East, N.M.P.M. Tenneco 0il Company is the owner of an 0il and
gas lease covering the SE%SEY% Section 29, Township 17 South,

Range 29 East. There is attached hereto as Exhibit "A" a list
of the owners of overriding royalty or production payment
interests underlying said E% Section 29 insofar as known to
applicant,

2. Applicant proposes to drill a well 1980 feet from the
South line and 660 feet from the East line of said Section 29 to
test the Morrow formation and seeks to dedicate the EX% of said
Section 29 to the well, Applicant has reguested Tenneco 0il
Company to join in drilling of the well, but it has so far refused
to do so.

3. The pooling of the leasehold intérests and the non-operating
interests in the E% of said Section 29 will avoid the drilling
of unnecessary wells, prevent waste and protect correlative rights.

4. Applicant requests that the 0il Conservation Commission
consider the cost of drilling and completing said well, the proper
allocation of said costs as well as actual operating costs,

charges for supervision and charges for the risk involved in




drilling the well, Applicant also requests that it be designated
as operator of the well.

5. Applicant requests that this matter be heard at the
last examiner's hearing in August 1974.

HINKLE, BONDURANT, COX & EATON

4 J/ /éjﬁw

P. O. Box 10 g/’
Roswell, New Mexico 88201

Attorneys for General American
0il Company of Texas

By




EXHIBIT "A"

1. Overriding royalty and production payment interests
under NE%, N%SE% Section 29, Township 17 South,
Range 29 East, N.M.P.M.

Harry H. Walker -—--—-=—m=-ome—memme e 1.875%
Leah F. McDonald -~--=~-—-m-———m——mmm e 3.750%
Billie L. Kruse, Trustee under

Barbara Frankenfield Trust

Agreement dated October 20, 1966 —-=-———=-- .625%
Jimmie Marie Joy, Trustee under

Sandra Leigh Worley Trust Agree-

ment dated November 16, 1972 -—--cvemwom—- .625%
Jimmie Marie Joy, Trustee under

Susan Lynn Terry Trust Agreement

dated November 16, 1972 ~veemcmmmemnnmne .625%

2. Overriding royalty and production payment interests
under SW%SEX% Section 29, Township 17 South, Range

29 East, N.M.P,M.

Devisees of J. W. Berry, deceased ~—-=-=--—- 2.500000%
Lambert J. AcCree ——-——-——————mmme— e .625000%
Wilbur John ACree ——=—---——mmmme o .089286%
Chester J. Acree ———~-=-~—-mooommmmmmm e .089286%
Lucile Mock -----mmmmmmm e .089286%
Chester J. Doyle —-—-=—--—-—m—mmmmmmm e .089286%
Wona Smith ———-==—— e e .089286%
Pearl ROll —--=-———m—m e e e .089285%
Robert E. Downer —-—-——-—=—————m————————————— .089285%
Mildred M. Dexter -—-——-——-—m————mmmme .416667%
Robert F. Dexter -——-———-———cmmmmc e .520833%
Carol Jean Dexter Purcell -----—-—-—-—--——-— .117188%
Robert Christian Dexter -—---——=-—-————ww-—— .117187%

Dolores J. Thomas ——-——-——=——————mm———m e .078125%
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BEFORE THE OIL CONSERVATION COMMISSION
ar/ . OF THE STATE OF NEW MEXICO ,
/ ; sgil {-
' g IN THE MATTER OF THE HEARING "
'(Séau.//" CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
Ces THE PURPOSE OF CONSIDERING:
Crert
gt CASE NO. 5298
Fhwrar <7
z,()Lm (,‘H/de/ Order No. R~ oI

rd“‘({: APPLICATION OF GENERAL AMERICAN OIL
/ ~ COMPANY OF TEXAS FOR COMPULSORY
POOLING, EDDY COUNTY, NEW MEXICO.
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abo* : o
’7& ORDER OF THE COMMISSION
?léi;/j§ BY THE COMMISSION:
P
_ d/ This cause came on for hearing at 9 a.m. on August 21 ’ 144
at Santa Fe, New Mexico, before Examiner Richard . Stamsts — ]
/2 NOW, on this day of August s 1974 , the Commission,
a guorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premisges,

FINDS:

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

matter thereof.
(2) That the applicant, General American 0il Company of Texas,

seeks an order pooling all mineral interests in the Pennsylvanian

underlying the E/2

formation

of Section 29 , Township 17 South , Range 29 East p
NMPM, ‘ , Eddy County, New
Mexico.
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Case No
Order No. R-

ant/lJ aﬁ:AV'é,

(3) That tgg app¢1cant has the right to drill =anéd—peiepasas. :
3 §

/"t.s Green [F !
well gt a standard location for said unit Ih P‘{c, ‘!5 4‘_

s f;

4

aid Sec¥om 2
(4) That there aré interest owners in the proposed proration .

unit who have not agreed to pool their interests. g
(5) That to avoid the drilling of unnecessary wells, to :
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by :
pooling all mineral interests, whatever theymay be, within said f
unit. %
3
(6) That the applicant should be designated the operator %
of the subject well and unit.
(7) That any non-consenting working interest owner should ‘ {
be afforded.the opportunity to pay his share of estimated well ;
costs to the operator in lieu of paying his share of reasonable 3
well costs out of production.
(8) That any non-consenting working: interest owner that
does not pay his share of estimated well costs should have
W1thheld from production his share‘$£_;he reasonable well costs
plus an additional __j 0 thereof as a reasonable charge for the
risk involved in the drilling of the well.
(9) That any non-consenting interest owner should be ;
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection. :
(10) That following determination ¢f 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.
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Order No. R

(11) That ﬁgw,fo pex month should be fixed as a reason-

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

- —t e § s o

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 E
operating the subject well, not in excess of what are reasonable, %
attributable to each non-consenting working interest. i
(12) That all proceeds from production from the subject g
well which are not disbursed for any reason should be placed é
i

in escrow to be paid to the true owner thereof upon demand and

proof of ownership.

atsoever.

IT IS THEREFORE ORDERED:

| (1) That all mineral interests, whatever they may be,

in the Pennsylvanian ' formation underlying the Eg/2

of Section _29 , Township 17 South, Range 29 East , NMPM,

A AT A sia NS 4 dtim

; Eddy County, New Mexico,

are hereby pooled to form a standard ,3 20 acre gas spacing :
2/ y
. . . Goplicons Orreen /2 wnl) !

and proration unit to be dedicated to

a Fa S"nqﬁw//.m'{?"v ﬁr Se,d :ég"{/f*v": %H 'VC/J/ sq/

]
7

ha.gperator of  Saddemiigi—l

2 drilling of said well on or before

and shefll reafter continue t

r 1978,

o}
drilling of said well w igence to a depth sufficient to |

gest the __ Pennsylvanian formation;

{
PROVIDED FURTHW!‘. in the even

illing of said well on or bef

said operator does n¢t

qommence the

, 1978, Order (1) of this order shal ¢ null| and

i \ciﬂ/%ié oFf no effect whatsoever; <

\
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7—/0L¢/Lu~4i’
PROVIDED «aRillinR, that chould said well not be drilled to

completion, or abandonment, within 120 days after commencenent
thereof, said operator shall appear before the Commission and
show cause why Order (1) of this order should not be rescinded.

of Texas
(2) That General American 0il Company/ is hereby designated

the operator of the subject well and unit.

(3) That after the effective date of this order aad—eer}eeebé

i L aatae l +  en

GO sy~ C UM e T St @—hind the operator shall furnish

T

K]

the Commission and each known working interest owner in the subjerct
i
i

unit an itemized schedule of estimated well costs.

(4) That within‘égr;ays from the date the schedule of
estimated well costs is furnished to him, any non-consenting ;
working interest owner shall have the right tc pay his share
of estimated well costs to the operator in lieu of paying his ,
share of reasonable well costs out of prcduction, 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.

(5) That the operator shall furnish the Commission and each

known working interest owner an itemized schedule of actual well

s,

costs within 90 days following completion of the well; that if
no objection to the actual well costs is received by the Com-

mission and the Commission has not objected within 45 days

S S v RN TSN

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. ;
(6) 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
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! Case No.
Order No. R-

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.

} (7) That Ehe operator is hereby authorized to withhold

the following costs and charges from production:

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 4g—éays from the
date the schedule of estimated well costs is
furnished to him.

(B) &as a chargé for the risk involved in the

fbrfeaﬁk'/w
drilling of the well, 229& of the pro rata

: share of reasonable well costs attributable

to each non-consenting working interest

ownerx who has not paid his share of estimated

RPN

; : well costs within ;g—days from the date the
schedule of estimated well costs is furnished
to him.

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

the well costs.

(9) That ﬁZOOL” per month is hereby fixed as a reasonabl

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

share of such supervision charge attributable to each non-

e B s ey

share of actual expenditures required for operating such well,

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

| consenting working interest.

is hereby authorized to withhold from production the proportionate!

consenting working interest, and in addition thereto, the operator:
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is hereby authorized to withhold from préduction the proportionate!
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Order No. R~

(10) That any unsevered mineral interest shall be considered ’

a seven-eighths (7/8) working interest and a cne-eighth (1/8)
rovalty interest for the purpose of allocating costs and.charges
under the terms of this order.

(11) That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interests share of production, and no costs or charges shall
be withheld from production attributable to royalty interests.

{(12) That all proceeds from production from the subject
well which are not disbursed fof any reason shall be placed in
escrow in Eddy County, New Mexico, to be paid to the true owner
thereof upon demand and proof of ownership; that the operator
shall notify the Commission of the name and address of said
escrow agent wiEhin 90 days from the date of this order.

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

entry of such further orders as the Commission may deem necessary.’

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

designated.

i

5
|
|
!
i
i
§

T N K P

ALY A TS T R AT Vet KA BN il W et v b 4 Sl




W&Mm

é(:,u LW}W@ ﬂé Iﬁ.‘“f % :
: W&wf ke ﬂz;uzm,,




