STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

INTHLE MATTER OF THE HEARING
CALLLED BY THE O CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING THLE:

APPLICATION O RSC RESOURCES LIMITED PARTNERSHIP FOR

COMPULSORY POOLING, NON-STANDARD SPACING AND PRORATION
UNIT, AND UNORTHODOX LOCATION, EDDY COUNTY, NEW MEXICO

CASE NO. 14543
ORDER NO. R-13330

ORDER OF THI: DIVISION

BY THE DIVISION:

This matter came on for hearing at 8:15 a.m. on September 16, 2010, at Sunta Fe,
New Mexico, before Examiner Willlam V. Jones,

. . . ol -~ S . . .
NOW, on this 28" day of October, 2010, the Division Director, having considered
the testimony, the record and the recommendations of the Examiner,

'INDS THAT:

(n Due public notice hus been given, and the Division has jurisdiction ol this
case and of the subject matter.

(2) RSC Resovrces Limited Partnership ("RSC™ or “Applicant™), seeks un
order creating two non-standuard  160-acre oil spacing and prorwion units far oil
production trom the Abo formuwion (Wildea-Wolicamp O Pool)

andd from the
Woltcamp formanon (Wildea-Wolfcamp-Abo Pool) within the £/2 W/2 ol Section 33,

Township 16 South, Runge 29 Last, NMPM, Eddy County, New Mexico.

() Apphicant furiher seeks an order pooling all uncommitied interesis within
the 272 W/2 of Section 33, Townshin 16 South, Ranes 29 East, NMPM, Eddy County,
New Mexico as intows:

(il Ui C0 B KG and N Ghe B2 W25 of Section 35 for ol production
from the Aboand ihe Wolfcamp formations including any Abo or Wollcump ol
pool spaced on 40-acre o spacmg and proration units.
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(b Unit C (the NE/4 NW/45 of Section 33 tor oil production from all
formations from the surface down to and including the Wolfeamp formation, and
from all pools spaced on stundard 40-acre oil spacing and proration units within
that vertical extent, including but not limited to, the Square Lake-San Andres Pool
(37570, the Undesignated High [..(:)l]c‘S()[m-Quccn Pool (307505, and the
Undesignated Grayburg Jackson-Seven Rivers-Queen-Grayburg-Sun Andres Pool
(28509).

{(4) These units (or the “Unit™) should be dedicated to Applicant’s proposed
Lonesome Wolf 33 Fed Com Well No. I1H (APl No. 30-013-NA), (ithe “proposed well™)
to be drilled from an unorthodox surface locanion 130 feet from the Novth line and 1980
feet from the West line (Unit C) of Section 35, This well is 1o be drilled vertically to
approximately 7600 feet or approximately 200 feet inte the top of the Wolfcamp
formation, logged und evaluated und then (if prospective) kicked oft and drilled
horizontally, in the puay interval of either the Abo or the Wolfcamp formation, in a
southerly direction to a bottomhole terminus 330 feet from the South line and 1980 feet
from the West line (Unit N) of Section 33.

(3) This application also asks for approval of the proposed well to produce at
an unorthodox oil well location.  Any vertical completion and possibly portions of any
horizontal completion in the proposed well will encroach on oil spacing units located to
the north in Unit N of offsetting Section 26. It was not clear from the record exactly
which party controls this Unit N of Section 26 for any possible completion from the
surface through the Woltcamp formation. The applicant should submit an application o
the Division for administrative approval of a non-standard location for the pool or pools
actually completed for production in this proposed well. The portion of this application
asking for upproval of the non-standard location should be dismissed.

(6) Applicant uppeared at the hearing and presented testimony and evidence
as follows:

Ry Muriner Enerey, Inc. 15 the only party being pooled for 40-acre
spaced ol in o vertcal well Tocated 1 Unit € of Secuon 33,
Muriner Energy, Inc., ConocoPhillips Company, and  Devon
Enerey Production Compuny P, wre the onlv parties bemy pooled
tor creation of the proposed 160-ucre horzontal oif unit.

h. The Abo Tormanon is the primary taveet for horizontad drilling 1n
the proposed [00-ucre unii. The upper portion of the \“«"(\,!’itmx\p

Iy

Formnion will e eval

evaluuted i vertucal pilor well }"1'301' (o making
wodectsion as to whether o drith the horizontd well inih \“o O in
the Wollvamp fonnaion. The applicant plans only one a'mm"/.:mml

welt = tarceting the best dolomite pay interval,

¢ A Tour of the 40-acre ol spacing and prondion units bemg
conibined for purposes of dinthng the 'Jl'mmxt(i horzontal well are

expected o contribute production to this well.




Case No, (4343
Order Noo RAT3350
Pave Yol 8

d The North-South direction for dritiing has been chosen in this case
A8 un atempt o unprove on the results of horizontal wells drilled
1 an E‘\st—\\"'es'[ direction - locared i otfseuing sections W the
north of the proposed \\dl

e. Offse ‘.; wells 1o the north o[’ this location have

experienced
cuassy oil production from the Abo formution.

The most prospective iterval Lnlmu the Abo formution, at the

{1

location of this proposed-well, 15 the San An(h’c\' formation. At

this well location, the apphicant does have rights 1o the Sun Andres:
therefore it 15 to be included in this application. There also may be
possible pay wtervals in the refutively thick Yeso formution,

a. At the date of the hearing. no other owner had acreed to
voluntarily join in this venture.

(7) The upplicant agreed at the hearing that in the event this well is initially
completed as o horizontal well, then any future up-hole re-completion should be handled
with a new, updated AFE and balloting process. 1 any party then does not voluntarily
agree (o jotn in the re-completion, then applicant should re-open this cuase at another
hearing for purposes of compulsory pooling.

(8) [t this well 15 drilled and completed as a horizontal well and not all of the
four standard 40-acre o1l spacing and prorvation units are penetrated or completed in the
well; then the non-standard oil spacing and proration unit should be reduced in size by

omitting the non-dritled or non-completed 40-acre unit or units.

(9) It this well is NOT initially completed as a horizontal well but iy instead
completed mitally as a vertical well in any of the pooled unit

then this Order should
apply.

(10)  RSC sees potential o increase  production and  recover additional

hydrocarbons by drithng horizontally in the Abo or Wolfcamp formations.

(Fhy o Nouce of the proposed 160-acre non-standard a1l spacing and plm'tuifm
untt was provided woall surrounding aifecied parties within the Abo and Wollewm
formanons.

(12y  No

f e o 5o PR v' -'\.'.-:\»" -~ 7y v~'v
Sabtce ol e oo [ll'l\(l[“ "[J(‘[‘["‘

apolication was provided o those
parties not already conmitted 1o the dilhine of this proposed well,

(13) Devon Enerey Production Company 1P mude an appearunce i this case
wit oppose this apphicanon. No oth |

OCE Pty appeare
al the hearmgor otherwise opposed the granting of this application.

and

. 1, [ .
v‘i“m‘?x‘a! at the hearmny

(H' Approval ol the proposed son-standurd 160-a0re
! ol

it il enable Appheant o dill @ horzontad

A and provation

D reasomnibile probubiity
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elficiently produce the reserves underlyving the Unit, thereby preventing waste, and will
not impair correlative rights.

(15)  Two or more separately owned tracts are embraced within the Unit, and/or
there are royalty interests and/or undivided interests in oil and ¢as minerals in one or
more tracts included in the Unit that are separately owned.

(16)  Applicant is an owner of an oif and gas working interest within the Unit,
Applicant has the right o deill and proposes to deill the proposed well o a common
souree of supply within the Unit at the proposed location.

(17)  Within the proposed Unit, all parties owning interests were located. but
some parties have chosen not to participate in the drilling of the proposed well.

(IS)  To avoid the drilling of unnecessary wells, protect correlative rights,
prevent waste and allord to each interest owner the oppormnity (0 recover or receive
without unnecessary expense its Just and fair share of hydrocarbons, this application
should be approved by pooling all uncommitted tnterests, whatever they may be, in the
proposed Unit.

(19)  RSC Resources Limited Partnership (243801) should be designated the
operator of the proposed well and of the Unit.

(20)  Any pooled working interest owner who does not pay its share of
estimated well costs should have withheld tm m production its share of reasonable well
costs plus an additional 200% thercot as a reasonable churge for the risk involved in
drilling the well.

(21) Reasonable charges tor supervision (combined fixed rates) should be fixed
at S7000 per menth while drilling and S700 per month while producing, provided that
these rates should be adjusted annually pursuant to Section HLT.A3 of the COPAS form
ttled “Accounting Procedure-Joint Operations.”

[TISTHEREFORE ORDERED THA'T:

(1) The wpphication from RSC Resowrces Limnted Partnership (CApplicant™)
for creatinn of tvo non-standard 160-ucre oil spacing and proration units is hereby
ront the Abo formation (Wildear-Woltcamp Ol Pooly and
from the Woltcanp formuation (Wildear-Woltcamp Abo Poaly within the F/2 W/2

Scetion 33, Townstup 16 South, Range 29 Fust, z\‘.\’H g\:l, Fddidy County, New Mexico

-
i
i

appraoved Tor oil produciion

(2 Al uncommitied wderests wa hevehy o pooled wathin the B2 W2 of
35, Townshup 16 South, Runge 29 Easy, ;\:!\,.[[v_\,[_ Foddy County, New Mexien ox

R
[

Section

toltows:
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Ry Units C, LK and N (the B2 W2

from the

J ol Section 33 for oil production
Abo und the Wollcamp formutions including any Abo or

W 01! camp otl pool spuced on 40-acre oil spacing and proration
Units.
> Unit C (the NE/A4 NW/4) of Section 33 for oil production {rony all

formations from the surface down o and including the Wolfcamp
formation, and from all pools spaced on stundard 40-ucre oil
spacing and prm';ni(m units within that vertical extent, including
but not imited to, the Square Lake-San Andres Pool (37370), the
Undesignated  High  Lonesome-Queen Pool (307807, and the
Undesignated Gravburg Jackson-Seven Rivers-Queen-Grayburg-

San Andres Pool (23509,
(3) The proposed units {or the “Unit™) are hereby dedicated to the proposed
Lonesome Woll 35 Fed Com Well No. H (APl No. 30-013-NA), (the “proposed well™)
to be drilled from an unorthodox iurl“-lce focation 1350 feet from the North line and 1980

et from the West line (Unit C) of Section 35, This well shall be drilled vertically to
approximately 7600 feet or approximately 200 feet into the top ol the Woltcamp
tormation. logged and evaluated and then (if prospective) kicked oft and drilled
horizontally, in the pay interval of either the Abo or the Wolfcamp formation, in a

southerly direction to a bottomhole terminus 330 feet from the South line and 1980 feet
from the West line (Unit N) of Section 33.

(<) Applicant’s portion of the application asking ftor approval ol a non-
standard tocation for the proposed well 15 hereby dismissed and such application i3
remanded back to the administrative process.

(3) RSC Resources  Limited  Purtnership (OGRID  243801) is  hereby
desienated the operator of the well und of the Unit.

(6) The operator of the Unit shall comuence deilling the proposed well on ov
betore November 1, 2001 and shatl thereatier continue drtlling the well with due
difigence to test depths o the top porton of the Walfcamp formation.

(7) I ihe event the opermor does not commence drithing the proposed well on
w before Novenher 1 2011 Ordertng Paraeraph (3 shall be ol no effect, unless the

OpCHLor obtins o e extension from the me  Director for cood cause demonstred
ﬂ‘/ AN ‘lx\ .'xl\)“’ “/l(\t‘l‘i(’t‘.

(8 Hothe proposediwell s diitled and completed s u horizontil well and nol
atl of the four standard 40-acre ol spacing and

proraton units are penetrted or
coi-standard oil spacing and provation woie stiadl be

m-deilfed or non-compleicd 40-ucre unit or units,

completed e the wells then the
educed i size hy omiting the ne
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(9) In the event this well Is inttially completed as o horizontal well, then this
Order shall notapply to any future up-hole re-completion.

(10 Should the proposed well not be drilled and completed within 180 days
alter commencement thereof, then Ordering Paragraphs (1), (2), and (3) shall be of no
further effect, and the Unit created by this order shall terminate, unless operator appears
before the Division Director and obtains an extension ol the time for completion of the
proposed well for good cause shown by satstuctory evidence.

(th Upon final plugging and abandonment of the proposed well and any other
well drilled on the Unit pursuant to Division Rule Part 13, Sections 9 through 11, the
pooled Unit created by this Order shall terminate, unless this order has been amended to
authorize further operations.

(12)  Atter pooling, uncommitted working interest owners are referred o as
pooled working interest owners. (“Pooled working interest owners” are owners of
working interests in the Unit, including unleased mineral interests, who are not purties 1o
an operating agreement governing the Unit.)  After the etfective date of this order, the
operator shall furnish the Division and each known pooled working interest owner in the
Unit an itemized schedule of estimated costs of drilling, completing and equipping the
proposed well ("well costs”).

(13)  Within 30 davs from the date the schedule of estimated well costs is
furnished, any pooled working interest owner shall have the right 1o pay its share of
estimated well costs to the operator in lieu of paving its share of reasonable well costs out
of production as hereinafier provided, and any such owner who pays its share of
estimated well costs as provided above shall remain liable for operating costs but shall
not be liable for risk charges. Pooled working interest owners who elect not to pay their
share of estimated well costs as provided in this paragraph shall therealter be referred to
as "non-consenting working interest owners.”

(14)  The operator shall furnish the Diviston and cach known pooled working
mterest owner (including non-consenting working interest owners) an tlemizad schedule

of actual well costs within 90 days following completion of the proposed well. 1 no
objection 1o the actual well costs s received by the Division. and the Division has no
objected, within 45 davs tollowing receipt of the schedule, the actual well costs shull be

deemed to be the reasonable we

Leosts. [ there 1s an objection o actual well costs within
the 45y penod, the Division will determine reasonable well costs afier public not

SOIN < Otice

and heurne.

(13 Wiahin 60 days

pooted working mterest owner w

deternunation of reasonuble well cosis, any

e s share of estinuted cosis in advance as

provided above shiudl puy o the operator its shure of the amount that reasonable well cosis

exceed estimated well costs and shall receive from the operator the amount, i any, tha

the estinuded well costs 1t hus puid exceed s share of reasonable welt costs.
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(16)  The operator 15 hereby authorized 1o withhold the inllowing costs and
charges from production:

() the proportionate share of reasonable well costs atributable to cach
non-consenting working interest owner; and
(h) as @ chuarge for the risk involved in drilling the well, 200% of the

Ahove Costs,

(L7 The operator shall distribute the costs and churges withheld  {rom
production, proportionately, 10 the purties who advanced the well costs.

(18)  Reuasonuble charges for supervision (combined fixed rates) are hereby
[ixed at $7000 per month while drilling and $700 per month while producing, provided
that these rates shall be adjusted annually pursuant to Section T T.A3. of the COPAS
form titled “Accounting Procedure-Joint Operations.”  The operator is authorized to
withhold from production the proportionate share of both the supervision charges and the
actual expenditures required for operating the well, not in excess of what are reusonable,
attnibutable to pooled working interest owners.

(19)  Any unleased mineral interest shall be considered a seven-eighths (7/8)
working interest and a one-eighth (1/8) rovalty interest for the purpose of allocating costs
and charges under this order. Any well costs or charges that are 1© be paid out of

yroduction shall be withheld only from the workine interests” shure of production, and no
p 3 g I

costs or charges shall be withheld from production atributable 1o royalty interests.
(203 Should all the partiex 1o this compulsory pooling arder reach voluntary
agreement subscquent 1o entry of this order. this order shall thereatier be of no further

eftect.

(20 T

e operator of the well and Uit shall notity the Division in writing of
the subsequent voluntary agreement of all parties subject 1o the torced pooling provisions
of this order.

(22)  Jurisdicton ol this case iy renined for the entry ol such Turther orders as

the Division may deem necessiary.
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DONE at Santa Fe, New Mexico, on the day and vear hereinabove desienated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

y MARK E. FESMIRE. P.E.
~7 Acting Director




