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600 C & K PETROLEUM HUILDING
POST OFFICE DRAWER 3546
& P l l I MICLAND, TEXAS 79702
’ e rn Eum, “co (915)683.3311

October 4, 1978

P f
. 5 Mr. K. M. Davis, President
i Alfalfadale, Inc.
1 { 1505 Boyd Drive
1 Carlsbad, New Mexico 88220
; Dear Mr. Davis:
f Ms. Lynn Teschendorf with the New Mexico 0il Conservation Commission
N has furnished our attorney a copy of your letter to the Commission con-
cerning our Carlsbad 12" lease., [ am writing in an effort to answer the
questions you raised in your letter to the Commission.
, First, let me say that we have no record of receiving any letter
' dated on or about August 25 raising these points with us. Not only have

I checked our files in this office, but our Houston office has checked
their files and we can find no letter making these inquiries. Since
receiving the copy of your letter directed to the Commission I have checked
with our Houston office in an effort to answer your questions. Your first
statement indicates that you have not received your payments on time. Qur
royalty checks are written each month on or about the 28th of the month,
and your check should reach you three to four days later, depending on the
mail service.. I do not know what you mean by '"late", but if you are not
receiving your checks in this time frame I suggest you contact Mr. Cliff
Zeno in our Houston office (telephone number 713/654-4466) and discuss this
matter with him. You indicate you have received no payment for the month
of June. Our records indicate that your June check was mailed on July 28.
The check was in the total amount of $2,795.96. Of this amount, $439.08
was for the June runs. The remainder was money withheld from previous runs
to satisfy possible refunds that would be necessary in the event the court
did not uphold the price ordered by the Federal Power Commission. Your
third complaint indicates that you feel you have not received the correct
amount due you. Since you do not make any specific allegations I do not
know on what you base this complaint. So far as I know you have been paid
everything that is due to your interest. Your check stub shows the inter-
est being used to determine your payment. It also shows the net amount
being paid. Your interest times the net amount should give the net value
or the amount of your check. The difference in the net value that you
receive and the gross value shown on the check is the amount paid on your
interest in taxes. You can calculate this amount by multiplying your in-
terest by the amount shown as being deducted for taxes. If you have a
question about any specific payment I am sure the people in our accounting
department would be glad to talk to you about it. Again, I suggest that
you talk to Mr. Zeno.
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Mr. K. M. Davis
October 4, 1978
Page 2

I have discussed your royalty account with our accounting people in
Houston. I am told that your first payment was made on June 28, 1978, and
was in the amount of $3,314.87, This payment included payment for produc-
tion during the month of November, 1977, through May, 1978. You will recall
that there was some delay in geiting all of the necessary signatures on the
division order. Payment was made in the first month after we were in re-
ceipt of your division order. The next payment was made July 28, 1978, and
was in the amount of $2,795.96. I have explained the breakdown of this
check above. Our records show that you have received a check written on
or about August 28, 1978, and September 28, 1978, each check being in pay-
ment for the previous month's production. Each check was somewhat more than
$400.00.

Mr. Davis, in spite of Mr. Taylor's allegations C & K has no wish or
intent to deprive you or any other royalty owner of any amount that is due.
Perhaps when you refer to a late payment you are expressing concern about
the money withheld because of the Federal Power Commission's regulations.
This money was set aslde to repay any amounts required as a refund to the
purchaser under a court ordered review of the price increase allowed by
the Federal Power Commission. This money was released to the royalty
cwners as soon as the courts ruled in favor of the Federal Power Commis-
sion and the price increase granted, Until the court decision the money
was subject to refund and C & K, as operator of the Carlsbad "12" lease,
was required to be in a position to refund this money if so ordered. I
hope the explanations above answer all of your questions. If you do have
other questions I hope you will contact me personally. It is difficult
to answer your questions when they are submitted through a third party.

Yours very truly,

C & K PETROLEUM, INC.

GCT/meb G. C. Tompson, :
Manager of Production

cec: Ms., Lynn Teschendorf
General Counsel
Energy and Minerals Department
0il Conservation Division
P. O. Box 2088
Santa Fe, New Mexico 87501

Cliff Zeno

C & K Petroleum, Inc.

One Houston Center - Suite 2600
Houston, Texas 77002

Jason W. Kellahin
P. O. Box 1769
Santa Fe, New Mexico 87501
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STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

* ‘ JERRY APODACA September 27, 1978 POST OFFICE BOX 2088
: GOVERNOR: GTATE LANO OFFICE BUILDING
L B BANTA FE, NEW MEXICO 87501
NIUGA FHMIvALhY s - T 2l B i
SECRETARY

Mr. K. M. Davis
Alfalfadale, Inc.

1505 Boyd Drive —
Carlsbad, New Mexico 88220 55 25

Re: Order No. R-541%

Dear Mr. Davis:

Thank you for your letter dated September 20. Unfortunately,
I'm afraid there is nothing the Division can do to help you.
Have you contacted Mr. G. C. Tompson with C & K concerning your
royalty payments? I'm sure he would be able to help you.

Mr. Davis, the Division is not a judicial body and is
unable to adjudicate titles or make any other decisions concern-
ing amounts of money due to you as a royalty interest owner.

Nor do we have the authority to compel C & K to make timely
payments of your royalties. O0Only a court has the authority to
accomplish these things. I would suggest that you contact C & K,
and if this matter cannot be worked out to your satisfaction,
that you retain legal counsel and seek your remedy in court.

I'm sorry that I cannot be of assistance.

Very truly yours,

{Ms.) LYNN TESCHENDORF
General Counsel

LT/dr

cc: G. C. Tompson
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From the desk of . . . {\ ‘qf’l" <5 100%
K. M. DAVIS Nl T e
Sept. 20, 1878 .
Ne M, 011 Conservetion Comrission RIS
P 0, Box 2088 ‘
Sente Fa, N,Mex, 8750)

Attention: Mr, Joe Ramey

Denr Sirg

I am ovmer of royalty interest in ¢ & K Petro-
leum, Ince Cnrlsbud "12" No,l well, loosted in S/2
of Seotion 12, T-22-S, R-26-E, NMPY, Bddy County, N.M
nemely 80 aores at l/é royalty,

This well was oonnsoted to the transmiasion line
very early in November 1977, and slnas then J have
two problems:i
1. The C & K Pstros.,Ino, have not peid their
royalty payments on time, ie¢ss I have no recond of
their peyment for the month of June, T€.0thers wers late.
2¢ From waat information I em 2ble to semre, L
thelr peyments have been less then the enrreoct emount

due mae, [l

Further, I last wrote them about fuge 26th ard "
have not, as of thls dete, regeived an answer - asking
they give ms a full explanation of their payments and
basis for same,

>

Yoy I respeotfully reques® your assistencs to
geoure the ocorrect smount due me and thet it be pald
timely? lMre Bill G. T aylor of Carlsbed hed dealings
with this Corpe 8nd suggested I write you for help,

Einceraly,

06.B,G,Taylor Alfal%]e, Ing

Da.vis ,Pros id en'b
1505 Boyd Drive
Carlsbed, N.Mex, 88220

N



L DIRECTOR
+ JOE D. RAMEY

Mr,

OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO
P. 0. BOX 2088 - SANTA FE
87501

LAND COMMISSIONER

PRV Nt

Re:
Tom Kellahin

CASE NO.
ORDER NO. R~5415

Kellahin & Fox
Attorneys at lLaw
Post Office Box 1769
Santa Fe, New Mexico

L

G AT MmNt Aricm
2rasa8Es SERL A A AT A -

EMERY C. ARNOLD

5895

Applicant:

C & X Petroleum, Inc.

Degr Sir:

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

urs very truly

Director

JDR/ £d

Copy of order also sent to:

Bobbs OCC x
Artesia OCC X
Aztec OCC
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

: CALLED EY THF. OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5895
Order No. R-~541S§

APPLICATION OF C&K PETROLEUM, INC.
FOR COMPULSORY POOLING AND AN
UNORTHODOX LOCATION, EDDY COUNTY,
NEW MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on April 6, 1977,
at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this 12th  Jay of April, 1977, the Commission, a
quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

(1) That due public notic2 having bheen given as required by
law, the Commission has jurisdiction of this cause and the subject
imatter thereof.

(2) That the applicant, C&K Petroleum, Inc., seeks an
order pooling all mineral interests in the wWolfcamp and
Pennsylvanian formations underlying the S/2 of Section 12,
Township 22 South, Range 26 East, NMPM, South Carlsbad Field,
Eddy County, New Mexico.

' (3) That the applicant has the right to drill and proposes
to drill a well at an unorthodox location 840 feet from the South
line and 176¢ feet from the East line of said Section 12,

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

i (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 qas
ir said pool, the subject application should pe approved by
ipooling all mineral interests, whatever they may he, within said
anit.
ii {(6) That the applicant should be designated the operator
of the subject well and unit.
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Case No. 5895
Order No. R-5415

(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.

(8) That any non-consenting working interest owner that

i does not pay his share of estimated well costs should have with-
] held from production his share of the reasonable well costs plus
an additional 200 percent thereof as a reasonable charge for the
risk involved in the drilling of the well.

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

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

(11) That $1000.00 per month while drilling and $200.00 per
month while producing should be fixed as a reasonable charge for
supervision (combined fixed rates); that the operator should be
authorized to withhold from production the proportionate share
of such supervision charge attributable to each non-consenting
working interest, and in addition thereto, the operator should
be authorized to withhold from production the proportionate
share of actual expenditures required for operating the subject
well, not in excess of what are reasonable, attributable to each
non-consenting working interest.

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

oy

(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is

dedicated on or before July 1, 1977, the order pooling said unit

should become null and void and of no effact whatsoever.

o i e e s et S uikande o

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, in
i, the Wolfrcamp and Pennsylvanian formations underlying the §/2 of
 Saection 12, Township 22 South, Range 26 East, NMPM, South Carlsbad
: Field, Eddy County, New Mexico, are hereby pooled to form a
standard 320-acre gas spacing and proration unit to be dedicatead
" £6 a well to ke drilled at an unorthodox location 840 feet from
g the South line and 1760 feet from the East line of said Section 12}
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i notice and hearing.
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Case No. 5895 i
Order No. R-5415 !

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the 1lst day of
July, 1977, and shall thereafter continue the d4drilling of said
well with due diligence to a depth sufficient to test the Wolfcamp
and Pennsylvanian formations;

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the lst day of
July, 1977, Order (1) of this order shall be null and void and
of no effect whatsoever; unless said operator obtains a time
extension from the Commission for good cause shown.

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 120 days after commencement
therecf, said operator shall appear bafore the Commission and
show cause why Order (1) of this order should not he rescinded.

(2) That C&K Petroleum, Inc. is hereby designated the
operator of the subject well and unit.

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

(4) That within 30 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 ownex 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 costs within 90 days following completion of the well; that
if no objection to the actual well costs is received by the
Commigssion and the Commission has not objected within 45 days
following receipt of said schedule, the actual well costs shall
be the reasonable well costs; provided however, that if there
is an chiection to actual well costs within said 45-day period
the Commission will determine reasonable well costs after public

(6) That within 60 days following determination of reason-
able well costs, any non—-consenting working interxrest owner that
has paid his share of estimated costs in advance as provided
above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receive from the operater his pro rata share of the amounf that
estimated well costs exceed reasonable well costs.
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Order No. R-5415

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

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

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

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

(9) That $1000.00 per month while drilling and $200.00 per
month while producing are hereby fixed as reasonable charges for
supervision (combined fixed rates); that the operator is hereby
avthorized to withhold from production the proportionate share
of such supervision charges attributable to each non-consenting
working interest, and in addition thereto, the operator is here-
by authorized to withhold from production the proportiocnate
share of actual expenditures required for operating such well,
not in excess of what are reascnable, attributable to each non-
consenting working interest.

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

(11) That any well costs or charges which are to be paid out
of 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
wall which are not disbursed for any reascon 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
aescrow agent within ¢0 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.
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Case No, 5895
Order No. R-5415%

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

above designated.

STATE OF NEW MEXICQ
OIL CONSERVATION COMMISSION

e

PHIL R. LUCERO, Chairman

SEAL
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MR. NUTTER: We will call Case Number 5895.

. £ o o o ez
L e : N
ivid 31 o

— A
[P s .

At

o moane. ..
Liv? s L] rl

Petroleum, Inc., for compulsory pooling and an unorthodox
location, Eddy County, New Mexico,

MR. KELLAHIN: Tom Kellahin of Kellahin and Fox,
Santa Fe, New Mexico, appearing on behalf of the applicant and

we have one witness to be sworn.

(THEREUPON, the witness was duly sworn.)

EARL GAERTNER

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

and testified as follows:

" DIRECT EXAMINATION

BY MR. KELLAHIN:

0 Would you please state your name, by whom you are
employed and in what capacity?

A My name is Earl Gaertner, I'm a consulting geologist
in Midland and I'm employed by C & X Petroleum.

0 Mr. Gaertner, have you previously testified before
this Commission and had your qualifications as an expert
witness accepted and made a matter of record?

A Yes, I have.

0 Have you made a study of and are you familiar with

the facts surrounding this particular application?




. Page 4
! A, Yes, I have.
7 2 MR, KELLANin: If the Euamins+y nloaze, are tha S -
—~ 3 l witness' qualifications acceptable?
4 MR. NUTTER: Yes, they are.
- b 0. (Mr. Kellahin continuing.) Mr. Gaertner, would you
- | 6 | make reference to what has been marked as Exhibit Number
i 7{ One, identify it and tell us what C & K Petroleum is seeking
i 8 | £to accomplish?
- 3 2 . Yes, Exhibit Number One is an orientation plat showi
. ~
’ -g ;é 10 ]| the position of three hundred and twenty acres that C & K is
“: QEEE 11 | currently pooling for a three hundred and twenty acre standard
- %;gfg 12L‘proration unit in the south half of Section. 12, Township
$E~
- E‘Eg% 13 ]| 22 South, Range 26 East, Eddy County, New Mexico.
: g gié 14 L1 This is or the southwest edge of the town or the city
| - g g 16 || of Carlsbad but outside of the city limits.
i aH
. § 16 0 Okay. Would you refer to Exhibit Number Two and
: 17 || identify it?
- 18 A Exhibit Number Two is a lisx of the people that we
- 19 || are requesting a forced pooling hearing on.
f: 20 0. You ought to go through each one of these entries
- 21 || and explain what efforts you have made to obtain voluntary
‘“g% 22 {| joinder in your unit.

23 A Number one on the list is Lee Voight who was unlease

3

24 | at the time that we presented this petition. We have since

7

e 26 || worked out an agreement with Mr. Voight.
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1 MR. NUTTER: To lease the property or to come in as

b
—

2 || a working interest ownex?

s ‘ 3 A, No, it is actually approximately the same terms as
] ' 4 i forced pooling, a hundred and twenty percent penalty.
5 MR. NUTTER: But he would be a working interest
E 6 | owner?
N ' 7 A Yes.

8 o (Mr. Kellahin continuing.) All right, how about

9 (i Cities Service?

10 A Cities Service, this is a questionable tract of

service

11§ land, we really have not a certain title to this tract.

12 || According to our examination Cities Service owns this half

13l acre, according to Cities Service they have no record of it.

Phone (505) 982-9212

14 I'm sure if they dig deep enough they will find it.

General Court Regorting Service
825 Calle Mcjia, No. 122, Sants Fe, New Mzxico 87501

d morrish reporting

5 g 15 0 All right, how about Mr. McKinney?
o ) 16 A Mr. McKinney, we have made a number of efforts to
E 17 || lease from Mr. McKinney and so far have not been successful.
- 18 Q Mr. Grace?
5 - 19 a. Mr. Grace probably needs no explanation, we've been
&z 20 || in contact with Mr. Grace and that's it. I shouldn't say that
-t
- 21 |l we've been in contact with Mr. Grace, we've been in contact wiqr
: : 22 || his office manager who we hope has bee:i: in contact with
Q:E 23 || Mr, Grace.

24 Q Would you explain for the benefit of the Examiner

- 25 | the effort made to obtain the approval of Michaal Grace and
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Corinne Grace, did you not have a partially completed
assiqnmen£ from them?r | |

A Yes, approximately one year ago we thought we had
an agreement whereby we would exchange five and a half acres
that we owned in the north half of Section 12 for five and a
half acres, this five and a half or five, point, six, five
acres that we are now forced pooling that was owned by the
Graces in the south half and due to an assignment failure,
this instrument, of course, was not valid. The lawyer, the

man who prepared the instrument assigning Mr. Grace's

interest in it to us failed to place Mrs. Grace's signature 1in
on the assignment which we understand makes it illegal, not

illegal but certainly not a -~

Q You had a defective assignment, did you not?
) That's right.
0. What is the Exhibit Three?

A Exhibit Three is a land plat showing the offset

cperators.
0 And Exhibit Four?
A We have also requested not only a forced pooling

hearing but also a change in location. Due to topography in

the alfalfa field where this location was to be staked, we

found it necessary or it would be a much more desirable w

location to move approximately two hundred and fifty feet to

the northeast. 'd

=
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Page i

Q. This change has been made as an effort to accommodate

A Fivh & o memsasas
i That & aoryrect

0. All right, sir, would you refer to Exhibit Number
Five and explain what it is?

A Exhibit Number Five is a number of letters addressed
to cffset operators and they are asking them to waive this
location or our proposed change in location and we have sent
out and received signed copies from all offset operators
stating that it was permissible as far as they were concerned
to move this location.

Q Would you identify Exhibit Number Six?

A. Exhibit Number Six is a production map that I have
prepared. It includes the first eight months' production of
1976. Actually the upper figure is the average monthly
production for the first eight months of 1976. The lower
figure, the figure in parentheses, is the number of producing
months, total producing months and the second figure is the
cumulative production from the well. The purpose of presenting

this map, of course, is to show the erratic depositional

nature and producticn potential of the Morrow sand. This

proposed test is a Morrow test projected to approximately

eleven thousand, six hundred feet.
The colored barrier on the west side of the plat

here where I state, permeability barrier, Morrow sands tight,
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Page 8

this has been confirmed by four wells along this barrier. We

hope, of course, that it does not extend into the area that

that possibility.

The Morris Antweil well up in Saction 1l is a
relatively new well. We understand that it is probably making
seven to maybe eight hundred thousand cubic feet of gas per
day.

Qur No. 2 Well which we just recently, No. 2 on the
cross section, we do not have a potential on that well but we
feel it is going to be a good well. The Texas 0il & Gas well
to the south has been a very poor well.

So by reviewing these figures through the field, you
will note that there are very good wells, mediocre wells and
some very poor wells, so we are facing the normal hazards that
you do face when vou drill for the Morrow in here.

0. Please refer to what has been marked as Exhibit Numbd
Seven and identify it?

A Number Seven is a structural map contoured on what I
termed the middle Morrow unit which is the unit which usually
contains the pay sands in this South Carlsbad area and, of
course, it simply shows the structural configuration of the
area. We realize that the stratigraphy really is the most
‘important function in exploring for the Morrow.

0. Exhibit Number Eight?

I
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A Exhibit Number Eight is a cross section of that
area outlined on Bxhibits Six and Seven and on this particular
cross seciion ihe unly tiiing that I'm really emphasizing is
the Morrow sands since it is our primary and probably our
only objective and through the use of color here I have
designated some of the limestone above the Morrow and then the
productive sands are colored in yellow, the non-productive
sands are the sands colored in green. 5o wherever you see
green on the cross section those are the nonproductive, the
yellow have been the productive sands or are the productive
sands and the blue are simply some limestone members, either
above the sands or perhaps mixed in with the sand.

But this gives you a visual presentation, I think,

of the erratic pattern of the sands or if you will look to
the far right on your cross section, Well No. 6, it had sand
development but all sands were tight and throughout this area
this occurs occasionally. We hope it doesn't occur, of course,
on our next location.

Q Based u Gaertner, Jdo0 you have a

percentage recommendation for a risk factor to be assigned

to drilling this well?

A Yes, we would like to ask for two hundred percent.
Q Please refer to Exhibit Number Nine andéd identify it?
A Yes, Exhibit Number Nine is an AFE worked up for

this proposed test in Section 12, I think it's a very
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realistic AFE, You will note here, the estimated cost, the
total intangible drilling cost, three hundred and eighty |
thousand dollars; completed well, drilling‘and completed,
six hundred and twenty-five thousand dollars. And we have
drilled several wells in this area very recently and this is
a very realistic figure.

0 Do you have a recommendation for the charges to be
made while drilling the well and then while producing the well
as charges for supervision?

A Yes, we feel that while drilling the well that one
thousand dollars a month is a fair figure and supervision
afterwards on a monthly basis, two hundred dollars a month.

Q All right, sir, C & K Petroleum will be the operator
of the well?

A Yes, that is correct.

0 In vour opinion, Mr. Gaertner, will the approval of
this application be in the best interests of conservation,
prevention of waste and the protection of correlative rights?

A Yes.

0 Were Exhibits One through Nine prepared under your
direction and supervision?

A Yes,

MR. KELLAHIN: We move the introduction of Exhibits

One through Nine.

MR, NUTTER: Applicant's Exhibits One through Nine
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will be admitted into evidence.
(THEREUPON, Applicant's Exhibits One through
Nine were admitted into evidence.)

MR. KELLAHIN: ‘That concludes our direct examination.

{ CROSS EXAMINATION

BY MR. NUTTER:

0 Mr. Gaertner, referring to your Exhibit Number Six
where you've got accumulative production indicated on this
exhibit, I notice up here in Section 11 to the northwest of
your proposed location that you do state that is a new well,
there is no cum production shown on it, However, the well
immediately south of this proposed location is a C & K
Petroleum well; do you have any cumulative production on it
yet?

A The well to the south of Section 14 was barren in
the>Morrow.

Q No, the one in Section 13?

A In 13, no, this is a2 new well completed approxiiiately
two weeks ago and it is not on the line yet.

Q Okay, do you have an api on it yet?

A No, they intend to just hook it up and api it in
h the line, is my understanding.

o] Is it a well?

A. Yes, it will be a good well.
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i Q Well, that's what I was goiny to ask you. You show

2 [l here that the barrier, the permeability barrier, is west of

3 || the proposed locatioﬁkandréominq up the east side ot this row

4 lof sections that is the subject of the hearing today, Sections
6§12, 13, 24, 25, 36 and 1 on down there, they all appear to have
8 | pretty good cumulative production, so I wonder what's the

A ‘ 7 | basis for requesting a maximum penalty that the Commission

i v; 8 |l can authorize, the two hundred percent, when you are apparently
g fon a rather productive trend here, well east of the impermeable

10 || section of the Morrow?

service

General Court Reporting Service
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

3] A Yes, in Section 13, as I previously mentioned, we

12 || feel that we do have a good well in the north half of Section

13113 but the well in the south half of Section 13 is a very

Phone (505) 932-9212

14 jweak well and then if you drop down into Section 24, of course;

d morrish reporting

15 | Mr. Grace has two extremely good wells. T would use this

- . 16 | analogy in saying that there is a possibility that by moving
;i 17 | north of a good well we may end up with another sorry well.
- i8 || That happens all through the field =0 we feel that there is
= 19 la great deal of hazard involved and if this permeability
- 20 | barrier does extend in this area -- we hope it dcesn't, we
jﬁ. 21 || sure hope it doesn't.
- 22 0 Or at least if it does that it goes straight north?
'F ) 23 A That it goes someplace else but that's the basis

24 |really. We feel from our experience up there that every well

- 26 lis a wildcat.
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0 Now, it's rather difficult from looking at your

Exhibit Number One, I believe it is, to tell which tracts are

[$H
b
)
i1
>

”béigéupoéiéd and we don'i have & seaited ownarship map
you furhish us with a detailed ownership map showing where
these interests lie that you've listed on Exhibit Number Two?

A Yes, I can tell you in what part of Section 12 those
interests lie. Part of the interest lies in the northwest of
the southwest quarter of that section and part of it, well, I
should say in the northwest-northwest of the southwest.

0 Well, we've really only got three tracts that we are
concerned with here today, haven't we?

A Yes.

0. The Cities Service tract, the McKinney tract and
the Grace tract?

A Right.

0. could you furnish us with a map showing the 1ocation%
of these small tracts?

A. Yes, we sure can.

143 Now, the only reason for the unorthodox location
is consideration of this irrigated and cultivated field?

A Yes, that's right and the fact that if we drill in
{the standard location we would be splitting this guy's

terrace and it is a convenience to him and to us too, of

course, it's a better jocation, it would be up on top. e

don't show it here on the plat but on the standard location
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1 | we've got the Carlsbad Irrigation District canal just to the

2 i south of us there, on our back door, so tc speak, and we will

- 3l get a little further away from it too, but mainly it is

4 || consideration for the land owner.

5 MR, NUTTER: Are there any further qguestions of the
8 || witness? He may be excused.

i 7 (THEREUPCN, the witness was excused.)

8 MR. NUTTER: Do you have anything further,

9l Mr, Kellahin?

10 MR. KELLAHIN: No, sir.

service

11 MR. NUTTER: Does anyone have anything they wish
12 &to offer in Case Number 5895? We will take the case under

13 ]| advisement.
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REPCRTER'S CERTIFICATE
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REFORE THE
OTL CONSERVATION COMMISSION OF NEW MEXICO
IN THE MATTER OF THE APPLICATION
OF C § K PETROLEUM, INC., FOR

COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO

APPLICATTION

COMES NOW, * § K Petroleum, Inc., and applies to the
0il Conservation Commission of New Mexico for an order pooling
all mineral interests, whatever they may be, from the surface
of the ground down to and including the Pennsylvanian forma-
tion underlying the S/2 of Section 12, Township 22 South,

Range 26 East, N.M.,P.M., Eddy County, New Mexico, with approval
of the S/2 as a drilling and proration unit, since the section
involved is irregular.

Applicant proposes to drill a well to be located at an

| BUOfeet Phrovithe Savth line Gud 1760 feot €romcthu Eact line
uwmorthodox location on the unit, projecting the well to the
Pennsylivanian formation, as a development well.

The irregular size of the S/2 of Section 12 is due to
variation in the governmental resurvey of Township 22 South,
Range 26 East, N.M.P.M.

Applicant is the holder of the right to drill and deveiop
the above acreage, has made diligent effort to obtain voluntary
participation from all interest owners, but there are interest
owners in the proposed unit who have not agreed to pool their
interests,

The non-consenting owners and the interests which they

own, to the best of applicant's information and belief, are

as follows:



~ (e 5975

Lee Voight L& . ,
6095 Sixth Street R
Carlshad, New Mcxico 88220

wi
ST S

James L. McKenney ,875 acre

748 Standpipe Road

Carlsbad, New Mexico 88220

Cities Service 0Oil Company .5 acre
[ P, O, Box 1919
Midland, Texas 79701
i Michael P. Grace and Corinne Grace 5.83 acres
| Cavern Highway
5 Carlsbad, New Mexico 88220

Approval of this application is necessary to enable
applicant to recover its just and equitable share of the oil i
and gas underlying its lands. The correlative rights of alil |
interest owners will be protected, and approval of this appli-
cation will prevent waste and is in the interests of conservation.
WHEREFORE applicant prays that this application be set
for hearing before the Commission or the Commission's duly
appointed examiner, and that after notice and hearing as
required by law the Commission enter its order approving the
S/2 of Section 12 as a proration unit, as requested, poocling
all of the mineral interests therein from the surface down to
and including the Pennsylvanian formation, together with a
provision designating applicant as operator, providing for the
recovery of the costs of drilling the well, and equipping it,
together with a reasonable charge for the risk involved in the
drilling of the well; a provision for recovery of costs of
operating the well with a reasonable charge for supervision,
and such other and further provisions as may be proper.
Respectfully submitted,
C § K PETROLEUM, INC,

By ~\ oo . Nullatbs

Kel¥ahin & Fox
P, O. Box 1769
Santa Fe, New Mexico

ATTORNEYS FOR APPLICANT

-2-




POST OFFICE DRAWER 3546
600 C & K PETROLEUM BUH.DING
& P t l l MIDLAND. TEXAS 79701
eiroieum, inc. (9151 683.3311

April 11, 1977
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Caane SBTS
Qil Consgervation Commission of :
New Mexico ,
Santa Fe, New Mexico 87501

RE: Forced Pooling Hearing held
‘$ L April 6, 1977
N S/2 Section 12, T-22-S, R-26-E,
Eddy County, New Mexico
Docket No.: Unknown

Gentlemen: i

:
Mr. Earl Gaertner, who was C & K Petroleum, Inc.'s representative at the ,J
- subject hearing has advised that you require a map of the S/2 Section 12 i : ) {
showing the location of all known acreage to be pooled. {
Accordingly, there is enclosed a map with the names and known interests |
indicated thereon. We trust that this will meet your requirement. If not,
please let us know and we will provide additional information if requested
by you.

IO a < 232

Very truly yours,
C & K PETROLEUM, INC.

(Mrs. ) Danie Lebo%,
Senior Landman o
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LIST OF KNOWN OWNERSHIP included in Forced Pooling Hearing (March 23, 1977)

CARLSBAD "12" #1 - §/2 Sec. 12, T-22-S, R-26-E

Lee Voigt - unleased
609 South 6th Street
Carlsbad, New Mexico 76934 approx. 7.46 acres

Cities Service Oi! Company - owns lease
800 Vaughn Building
Midland, Texas 79701
Attn: Mr. J. Frank Riney approx. 1/2 acre
{minerals owned ty:
Marie Wright
1108 Kentucky NE
Alburqurque, New Mexico 87110)

James L. McKenney - unleased
748 Standpipe Road
Carlsbad, New Mexico 76934 claims approx. 7/8 acre

Michael P. Grace (ossignment failed) Oil & Gas Leases
P. O. Box 1418
Carlsbad, New Mexico §8220
Attn: Mrs. Juanita L. Jones approx. 5.65 acres
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- POST OFFICE DRAWER 3546

600 C & K PETROLEUM BUILDING

l MIDLAND. TEXAS 79701
eiiroieum, incg. (913) 8823311

“REC'D
, R. C. Bennett MAR 2 91977
: 102 Permian Building
Midland, Texas 79701
ane, texas C&K Petrolsum, e,

Re: Carlsbad 12" 1
1760' FEL and 840' FSL,
‘Sec. 12, T-22-S, R~26-E,

N v Eddy County, New Mexico

ot Waien e

Gentlemen: ' A ‘

Attached is a copy of our Application to Drill caption well that we are
filing with the New Mexico 0il Conservation Commission. This well site
is located in a terraced field and we have made anrn effort to locate the
well site at a location that would do as little damage as possible to the
terraced terrain.

| It will be noted the well.site selected results in an unorthodox location.

In the event you have no objections to this unorthodox location, it would
be appreciated if you would so indicate in the space provided below. Your
signature will serve as your waiver to any objection te this location.

Please return one signed copy of this letter tc us for our future handlin

o
vvvvvvvvvvvvvvvvvvvvv O

We are enclosing a stamped addressed envelope for your convenience.
A}

Anything done to expedite the handling of this reduest will be appreciated,

Approved‘chis ,J'J;fﬁ;;ay of/ /?Vﬂhgbgﬁ/ , 1977.
s / - L —=
Signature: ;Zii\/fﬁi/92%522412ﬁf:ﬁ%55§F

Company?

Yours very truly,

C & K Petroleum, Inc.

]
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Co POST GFFICE DRAWER 3546
: ‘ 7 600 C & K PETROLEUM BUILDING
: & P l I MIDLAND. TEXAS 79701
- etroleum, Ing.
‘ s

1 L D e A Ykl

+

iy
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|

Mesa Petroleum Company

A G ANAREAREN L Tt

1000 Vaughn Building

Midland, Texas 79701
§ Re: Carlsbad '"12" #1
E 1760' FEL and 840' FSL,
¢ Sec. 12, T-22-8, R-26-E,
z Eddy County, New Mexico
i

Gentlemen:

Attached is a copy of our Application to Drill caption well that we are
filing with th= New Mexico 0il Conservation Commission. This well site
is located in a terraced field and we have made an effort to locate the
well site at a location that would do as little damage as possible to the
terraced terrain.

It will be noted the well site selected results in an unorthodox location.
In the event you have no objections to this unorthodox location, it would
be appreciated if you would so indicate in the space provided below. Your
signature will sexrve as your waiver to any objection to this location.

Please return one signed copy of this letter to us for our future handling.
We are enclosing a stamped addressed envelope for your convenience.
Al

R S T ) O O i NN RN U SR A L Y AT B TR ST G T

Anything done to expedite the handling of this reéuest wiil be appreciated.

Approved this ____28th day of March , 1977.
Signature: ,)C;e7 <ff
Company: Mesa Petroleum Co. :J

Yours very truly,
C & K Petroleum, Inc.

4 | MAR2 g7
| é

Coo C & K Peiraleum, inc.
Adnlnxstr tive Supervisor ’

l\

DEC/vb
Attachments

e




POST orfFICE DRAWER 3546
600 € & K PETROLEUM BUILDING

H MIDLAND. TEXAS 79701
eiroieum, inc. 915) 6833311

March 24, 1977 . ' RECD

MAR 3 (1977
A. T. Antwell

P.0, Box 2010
= : Hobbs, New Mexico 88240 C&K Petroleum, Inc,

Re:  Carlsbaq "1on #1
1760' FEy, and ‘840°* FSL,
Sec. 1z, T-22-3, R-26-2,
Eddy County, Ney Mexico

I
TR ey

AR

Gentlemen:

Attached is a copy of our Application to Drill caption well thar ywe are
filing with the New Mexico 0il Conservation Commission, This well site
is located in g terraced field and we have mad=s an effortg to locate the
well site at a location that would do as littile damage ag Possible to the
terraceqd terrain. -

It will be noted the well site selected reéults in an unorthodox location.
In the event you have no objections to this unorthodox location, it would

be appreciated jf You would so indicate ip the space Provided below. Your
signature will Serve as your waiver to any objection to thisg location.

RS mmam;«m‘m’_ e m;x».u.::mmmmﬁvx. B

AT

; Company s /50 I SaT0 &/

Yours very truly,

C&K Petroleum, Inc.

7
y, g

D. ‘E. CG56p
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POST QFFICE DRAWER 3546
( 600 C & K PETROLEUM BUILDING
[& A\ Petroleum, Inc.
, DELEI
March 24, 1977 Y { E ] ‘]EB

-

:(n

AR L8 19717
Belco

411 Petroleum Building MIDLAND OFFICE
Midland, Texas 79701

Re: Carlsbad 12" #1
1760' FEL and 840' FSL,
Sec, 12, -T-22-S, R-25-E,
Eddy County, New Mexico

Gentlemen:

Attached is a copy of our Application. to Drill capticn well that we are
filing with the New Mexico Oil Conservation Commission. This well site
is located in a terraced field and we have made an effort to locate the
well site at a location that would do as little damage as possible to the
terraced terrain.

It will be noted the well. site selected results in an unorthodox location.
In the event you have no cbjections to this unorthodox location, it would
be appreciated if you would so indicate in the space provided below. Your
signature will serve as your waiver to any objection to this location.

Please return one signed copy of this letter to us for our future handling.
We are enclosing a stamped addressed envelope for your convenience.
A}

Anything done to exp adite the handling of thisAreduest will be appreciated.

Apprcved this g-g day of ﬂkzﬁcJQ » 1977,

Signature: /LQ,Y\( gxuu}vb;
. ’
Company: ﬁ?e/cn-; 7)(’7( thlro. REC'D

Yours very truly, MAR 3 r1977

C & K Petroleum, Inc.
////\
’r//(\‘/ (Fei= o
D. E. Cooper,
Administrative Supervisor

DEC/vb
Attachments

C&K Petroteum, b,




POST OFFICE DRAWER 3546
600 C & K PETROLEUM BUILDING
MIDLAND. TEXAS 79701
(915! 683-3311

-

: Mr. K. D. Van Horn
N f ) Cities Service 0il Cowpany
P.0. Box 1919
.Midland, Texas 79702
Re:  Carlsbad "12" #1
o s _1760' FEL and 840' FSL,
: . Sec. 12, T-22-S, R-26-E,
Eddy County, New Mexico
: Gentlemen:
&
% Attached is a copy of our Application to Drill caption well that we are
L filing with the New Mexico 0Oil Conservation Commission. This well site
L is located in a terraced field and we have made an effort to locate the
well site at a location that would do as little damage as possible to the
terraced terrain. N
: . It will be noted the well site selected results inr an unorthodox location.

In the event you have no objections to this unorthodox location, it would
be appreciated if you would so indicate in the space provided below. Your
sigrature will serve as your waiver to any objection to this location.

AN WA,

Please return one signed copy of this letter to us for our ferure handlin
We are enclosing a stamped addressed envelope for your convenience.

Anything done to expedite the handling of this'request will be appreciated.

Approvad this 4th d April 1977.
Signature: %K‘mev ENGINEER ,

Yours very truly,

Petroleum, Inc.

/ /—-_—____
Admlnlstri;if(/Supervisor

DEC/vb
Attachments




“bocket No. 11-77

Dockets Nos. 12-77 and 14-77 are tentatively set for hearing on April 20 and Vay 11, 1977, Applicetions for
hearing must be filed at least 22 dsys in advance of hearing date.

: T DOTKRET:  FEXAMINER I[EARING - WEDNESDAY - APRIL 6, 1977

: 9 AM, - OIL CONSERVATION COMMISSION CONFERENCE ROCH,
i STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S. Hutter, Examiner, or Rlchard 1. Staemets, Alternate Examiner:

CASE 5884: (Continued & Readvertised)

Application of BCO, Inc., for an unorthodox location and dovnhole commingling, Rio Arriba County,
New Mexico. Applicant, in the above-styled cause, seeks authority to commingle Greenhorn, Graneros
and Dakota production in the wellbore of its Dunn Well Mo. 1 at an unorthodox Dakcta location

in Unit M of Section 10, Township 23 lorth, Range 7 Vest, Rio Arriba County, New Mexico.

A T B i

CASE 5894: Application of Consolidated Cil1 & Gas, Inc., for an unorthodox gas well location, Rio Arrita
Countly, New Mexico. Applicant, in the above-styled cause, seeks approval for tiie unorthodox
location of its Jicarilla Well No. %5-34, at a point 790 feet from the South line and 1850 feet
from the Fast line of Seetion 24, Tosnship 26 North, Range 3 West, Blanco Mesaverde Pool, Rio
Arriba County, New VMexico, to be dedicated to the E/2 of said Section 34.

County, New Mexico. Applicant, in the above-siyled cause, seeks an order pcoling all mineral
interests in the Wolfcamp arnd Pernsylvanian formations underlying the S/2 of Section 12, Township
22 South, Range 26 East, Eddy County, New Mexico, to be dedicated to a well to be drilled ai an
unorthodox locaticn 840 feet from the South line and 1760 feet from the East line cof said Section
12. Also to be considered will be the cost of drilling and completing said we'l and the alloca-
tion of the cost thereof, as well as actual operating costs and charges for supervision. Also

! to be considered will be the cdesignation of applicant as orerator of the well and a charge for
risk involved in drilling said well.

.‘—;‘-/ = Py
CASE 5895: Application of C & K Petroleum, Inc., for compulsory pooling and an unorthodox location, Eddy

CASE SQQQ: Application of Exxon Company, USA, for special pool rules, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks the promulgation of a special gas-oil ratio limit of 6000 cubie
feet of gas per barrel of oil for the Wantz-Abo Pool, Lea County, New Mexico.

CASE 5897: Application of Read & Stevens, Inc., for an unorthodox gas well location, Chaves County, New
Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox location of
its Rose Well No. 2 to be located 1650 feet from the South line and 290 feet from the West
line of Section 18, Township 15 South, Range 28 East, Buffalo Valley-Pennsylvanian Gas Pool,
Chaves County, New Mexico.

CASE 5653: (Reopened)

In the matter of Case 5653 being reopened pursuant to the provisions of Order No. R-5191 which
order ¢stablished temporary special pool rules for the Daisey-Wolfcamp Pool, Lea County, Hew
Mexico. All interested parties may appear and show cause why said pool should rot be developed
on 40-acre spacing units.

CASE 5898: Application of Chace 0il Company for downhole commingling, Rio Arriba County, New Mexico.
Applicani, in the zbove-styled cause, seeks approval for the dowrhole commingling of Ballard-
Pictured Cliffs and South Lindrith Gallup-Dakota preduction in the wellbore of its Jiecarilla
70 Well No. 3 located in Unit C of Section 33, Township 24 lNorth, Range 4 West, Rio Arriba
County, New Mexico. In the alternative, applicant seeks authority to commingle said produz-
tion at the surface without prior measurement and waiver of the gas-oil ratio test requirement.

CASE 5899: (This case will be continued and will be heard by the Commission at 2 p.m. on April 20, 1977,
011 Conservation Commission Conference Room, State Land Office Building, Sante Fe, New Mexico)

Application of Robert P. Wallach, Ray A. Wallach, and Patricia louise Wallach House for an
exception to Order No. R-3221, Lea County, New Mexico. Applicants, in the above-styled cause,
seek, as an exception to the provisions of Commission Order No, K-3221, permission Lo ¢omnsiruct
and cperate several earthen evaporation pits in the gravel pits in the SW/4 of Section 29,
Township 21 South, Range 38 East, Lea County, New Mexico, for the disposal of produced salt
water from oil and gas wells in Lea County, New Mexico. .
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Mr. Joe Ramey, Director

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

Santa Fe, New Mexico 87501

Dear Mr. Ramey:

Enclosed is the application of C § K Petroleum, Inc.,
for compulsory pooling of the S/2 of Section 12, Township
22 South, Range 26 East, Eddy County, New Mexico.

It is requested that this application be set for
hearing on April 6, 1977.

Yours very truly,

<iraxupa w. Kad o
Jason W. Kellahin
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| i - BEFORE THE OIL CONSERVATION COMMISSION
L, gdr/ 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:

! o . CASE NO. __5895

: ~ .
| . (\ Order No. R- S4/5
o AﬁlBY/ . APPLICATION OF C & K PETROLEUM, INC.
RS FOR COMPULSORY POOLING AND AN UNORTHODOX
LFR&X LOCATION, EDDY COUNTY, NEW MEXICO.
j

N | P iad

ORDER OF THE COMMISSION

ot

 BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on April 6 , 1977
at Santa Fe, New Mexico, before Examiner pspniel S, Nutter .
NOW, on this day of April , 19 77, the Commission,

a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being’ fully advised
in the premises,

FINDS:

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

(2) That the'applicant, C & K Petroleum, Inc. ’

seeks an order -pooling all mineral interests _in the Wolfcamp

and Pennsylvanian formations underlying the s/2

of Section ___12 , Township _ 22 South » Range 26 East ’

NMPM, DYl WJ ?uﬁ/ £ddy County, New

Mexico.

EXPW IS PERTEACY !
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. does not pay his share of estimated well costs should have

.well costs exceed reasonable well costs..

2= !
Casc No.,
Order No. R~

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

S PR T W R T 1
A ‘an annrthodox location 840 foet from the Southi
==

to drill a well/ line and 1760 feet from the East line of sSaid

Section 12,
(4) That there are interest owners in the proposed proration

unit who have not agreed to pool their interests.

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

e S —————

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

interest in said unit the opportunity to recover or receive

v e arre— dohy At

without unnecessary expense his just and fair share of the gas

in said pool{ the subject application should bt approved by

Cr mvmm . ———

peoling all mineral interests, whatever they may be, within said
unit.

{6) That the applicant should be designated the operator
of the subject well and unit.

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

(8} That any non-consenting working interest owner that

withheld from production his share of the reasonable well costs
plus an additional {_{0#_“_?‘;_" thereof as a2 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 detgrmination of reasonable well costs,

any non-consenting working interest owner that has paid his

" share of estimated costs should pay to the'operator any amount

that reasonable well costs exceed estimated well costs and

should receive from the operator any amount that paid estimated

presas
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! (12) That all proceeds from production fron{ the subject

I

R
1

i
-”__3_ wh lc Jnll. 4“.& 4200@&[0@\* wiouth

i
.Case No,
!;order No. W hil f “"" VI7

o
[

’1 (11) That $1000.60 per monthAshould he fixed as a rcason-

able charges for supervision (combined flxcd rates); that the
operator should be authorized to withhold from production the
,;proportlonatc share of such supervision charge attributable to

B . . : . PP
reach non-consenting working interest, and in addition thereto,

ithe operator should be authorized to withhold frem production
i

:gthe proportionate share of actual expenditures required for
!tc)perating the subject well, not in excess of what are reasonable,
gat‘c.r:’.b'.:*.:able to each non-—cohsenting working interest.

1
V.

4

l-
]

R

"well which are not disbursed for any reason should be placed
Iin escrow to be paid to the true owner thereof upon demand and
Eproof of owne{:ship.

(13)_ That upon the failure of the operator of said pooled
iunit to commence drilling of the well to which said unit is
idedicated on or before ww;l“ Ty .’47" ; the order

ot
! 7 7
poollng said unit should become null and void and of no effect

whatsocever.

" IT IS THEREFORE ORDERED:

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

. Pennsylvanian
;iin the Wolfcamp and /- formations underlying the sS/2
of Section _ 12  , Township 22 South ., Range 26_East ’

,NMPM, s&w"k CEA»\A‘M ;‘LOM , Eddy County. New Mexico,

hare hereby pooled to form a standard 32D - acre gas spacing

“and proration unit to be dedicated to a well to be drilled

at an unorthodox location 840 feet from the South line and 1760 feet
'from the Fast line of said Section 12

|

! PROVIDED HOWEVER, that the operator of said unit shall
‘E.ﬁ:ouunence the drilling of said well on or before the lg*‘ day of
: J’Loéoi ¢ 1977 , and shall thereafter continue the drilling

,!of said well with due diligence to a depth sufficient to test the

Wolfcamp and Pennsylvanian formatiom;

PROVIDED FURTHER, that in the event said operator does not

'commcnce the drilling of said well on or before the (st day of

__sl_‘\;,é‘l‘ ’ 1911_. order (1) of this order shall be null |

and voidf and of no effect whatsocver; unless said operator obtains

1

’a time extension from the Commission for good causo shown.

;
|
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Lthe operator of the subject well and unit.

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

i

il

l

!

1-a-

flcase No.
Order No, R-

'
{show cause vhy Order (l) of this order should not be rescinded.

]
}
ﬁ (2) That C & K Petroleum, Ing. is hereby designated

h

f

(3) That after the effective date 6f this order and within

?the Commission and each known working interest oﬁner in the subject
funit an itemized schedule of estimated well costs.

3 (4) That within 30 days from the date the schedule of
gestimated well costs is furnished to him, any non-consenting
:working interest owner shall have the right to pay his share
gof estimated well costs to the operator.in lieu of paying his

share of reasonable well costs out of production, and that any

isuch owner who pays his share of estimated well costs as pro-
i

ivided 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

ikknown working interest owner an itemized schedule of actual well

licosts within 90 days following completion of the well; that if
i

zno objection to the actual well costs is received by the Com-

ﬁmission and the Commission has not objected within 45 days

ifolloﬁing receipt of said schedule, the actual well costs shall
fbe the reasonable well costs; provided however, that if there

ﬁis an objection to actual well costs within said 45-day periocd
Ethe Commission will determine reasonable well costs after public
gnotice and hearing.

! - (6) That within 60 days following-détermination of reason-

gable well costs, any non-consenting working interest owner that

!has paid his share of estimated costs in advance as provided
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that reasonable well costs exceed estimated well costs and shall

—5.-
Case No.
Order No. R-

= - e et g - -

above shall pay to the operator his prb rata share of the amount

receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

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

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

(B). As a charge for the risk involved, in the
drilling of the well,@é!i#!ff%ﬁ?ﬁ;e pro rata
share of reasonaﬁle well costs attributable
to each non-consenting working interest
owner who has not paid his share of estimated
well costs within 30 days from the date the
schedule of estimated well costs is furnished
'to him.

{8) That the operator shall distribute said costs and

charges withheld from production to the parties who advanced :
while Jr:l“nq awd $200.00 per month

soltile] producing are— i
{8) That * {000.008 per month :ﬁ hereby fixed as @ reasonable

the well costs.

charges for supervision (combined fixed rates); that the operator é

is hereby authorized to withhold from production the proportionate
share of such supervision chargesattributablé to each non- :
consenting working interest, and in addition thereto, the operator:
is hereby authorized Eo withhold from production the proportionate;
share of actual expenditures required for operating such well, f
not in excess of what are reasonable, attributable to each non- !

consenting working interest.
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Order No. R=

(10} That any unsevercd mineral interest shall be considered

a seven-eighths (7/8) working interest and a one-eighth (1/8)

royalty interest for the purpose of allocating costs and charges

under the terms of this order.

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

out of production shall be withheld only from the working

interests share of production, and no costs

- be withheld from production attributable to

(12) That all proceeds from production

well which are not disbursed for any reason

escrow in Eddy

County, New Mexico, to be

thereof ﬁpon demand and proof of ownership;

shall notify the Commission of the name and

or charges shall
royalty interests.
from the subject
éhall be placed in
paid to the true owner
that the operator

address of saigd

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 orders as the Commission may deem necessary.:

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

designated.

"
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' Casa No.
’ Order No. R~

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

royalty interest for the purpose of allocating costs and charges

under the terms of this order.
{(11) That any well costs or charges which are to be paid

out of production shall be withheld only from the working

interests share of production, and no costs or charges shall
- be withheld from production attributable to royalty interests.

(12) That all proceeds from production from the subject

e - — o —

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 |
thereof ﬁpou demand and procf of ownership; that the operator
shall notify the Commission of the name and address of said
escrow agent within 99 days from éhe 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.







