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Hand Delivered 

January 24, 1997 

Florene Davidson 
New Mexico O i l Conservation D i v i s i o n 
2040 South Pacheco Street 
Santa Fe, New Mexico 87505 

Dear Florene: 

JLIE 
HAN 2 4 !SS7 

/ mi 
Enclosed are an o r i g i n a l and two copies of an a p p l i c a t i o n f o r 

u n i t expansion/statutory u n i t i z a t i o n , together w i t h a proposed 
advertisement, f i l e d on behalf of Gillespie-Crow, Inc. 
t h i s matter f o r the February 20, 1997 Examiner hearing. 

Very t r u l y yours, 

Please set 
Thank you. 

HINKLE, COX, EATON, COFFIELD 
& HENSLEY, L.L.P. 
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF GILLESPIE-CROW, INC. 
FOR UNIT EXPANSION, STATUTORY 
UNITIZATION, AND QUALIFICATION OF THE 
EXPANDED UNIT AREA FOR THE RECOVERED 
OIL TAX RATE AND CERTIFICATION 
OF A POSITIVE PRODUCTION RESPONSE 
PURSUANT TO THE "NEW MEXICO ENHANCED 
OIL RECOVERY ACT," LEA COUNTY, NEW MEXICO. 

U JAN 2 4 

OIL CONSERVATION DIVISION I 

NO. / / ^ y 

APPLICATION 

Gillespie-Crow, Inc., f o r i t s a p p l i c a t i o n , s t a t e s : 

1. Applicant i s engaged i n the business of producing and 

s e l l i n g o i l and gas as defined by the S t a t u t o r y U n i t i z a t i o n Act, 

N.M. S t a t . Ann. §§70-7-1 through 21 (1995 Repl. Pamp.) ("the A c t " ) . 

2. Applicant i s the operator of the West Lovington Strawn 

Unit ("WLSU"), approved by D i v i s i o n Order No. R-10449, which 

s t a t u t o r i l y u n i t i z e d the Strawn formation u n d e r l y i n g the f o l l o w i n g 

lands located i n Lea County, New Mexico: 

TOWNSHIP 15 SOUTH, RANGE 35 EAST, N.M.P.M. 

Section 33: A l l 

Section 34: WA 

TOWNSHIP 16 SOUTH, RANGE 35 EAST, N.M.P.M. 

Section 1: Lots 1 through 8 

TOWNSHIP 16 SOUTH, RANGE 36 EAST, N.M.P.M. 

Section 6: Lots 3 through 5 

Containing 1458.95 acres, more or les s . 

The v e r t i c a l l i m i t s of the u n i t i z e d formation are defin e d i n Order 

No. R-10449, which i s incorporated herein by reference. 

3. A d d i t i o n a l development of the Strawn formation has 

occurred on lands a d j o i n i n g the WLSU, and the a d d i t i o n a l w e l l s are 



i n communication w i t h the we l l s i n the WLSU. As a r e s u l t , 

a p p l i c a n t requests t h a t the WLSU be expanded t o include the Strawn 

formation u n d e r l y i n g the f o l l o w i n g lands: 

TOWNSHIP 15 SOUTH, RANGE 35 EAST. N.M.P.M. 

Section 28: SMSE& 

Section 34: Ŵ SEM 

Containing 160 acres, more or les s . 

A map of the proposed expanded u n i t area, c o n t a i n i n g 1618.95 acres, 

i s attached hereto as E x h i b i t A. The Strawn formation u n d e r l y i n g 

the expanded u n i t area has been reasonably defined by development. 

4. The WLSU i s subject t o a n a t u r a l gas i n j e c t i o n pressure 

maintenance p r o j e c t , authorized by D i v i s i o n Order No. R-10448. 

Said order also q u a l i f i e d the WLSU pressure maintenance p r o j e c t f o r 

the recovered o i l tax r a t e pursuant t o the "New Mexico Enhanced O i l 

Recovery Act" (Laws 1992, Chapter 38, Sections 1 through 5 ) . 

5. The plan of u n i t i z a t i o n f o r the expanded u n i t area, as 

modified by the t r a c t p a r t i c i p a t i o n s set f o r t h i n * j [ l l below, i s 

embodied i n the Unit Agreement approved by the D i v i s i o n i n Case No. 

11195 (Order No. R-10449), which agreement i s incorporated herein 

by reference, and the plan i s f a i r , reasonable, and e q u i t a b l e . 

6. The operating plan f o r the expanded u n i t area, covering 

the manner i n which the expanded u n i t area w i l l be supervised and 

managed, and costs a l l o c a t e d and paid, i s embodied i n the Unit 

Operating Agreement approved by the D i v i s i o n i n Case No. 11195 

(Order No. R-10449), which i s agreement incorporated h e r e i n by 

reference. 
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7. The u n i t i z e d management, o p e r a t i o n , and f u r t h e r 

development o f t h e Strawn f o r m a t i o n u n d e r l y i n g t h e expanded u n i t 

area i s r e a s o n a b l y necessary i n o r d e r t o e f f e c t i v e l y c a r r y on 

p r e s s u r e maintenance o p e r a t i o n s and t o s u b s t a n t i a l l y i n c r e a s e t h e 

u l t i m a t e r e c o v e r y o f o i l and gas t h e r e f r o m . 

8. The e x i s t i n g p r e s s u r e maintenance o p e r a t i o n , as a p p l i e d 

t o t h e Strawn f o r m a t i o n u n d e r l y i n g t h e expanded u n i t area, i s 

f e a s i b l e , w i l l p r e v e n t waste, and w i l l r e s u l t w i t h r e a s o n a b l e 

p r o b a b i l i t y i n t h e i n c r e a s e d r e c o v e r y o f s u b s t a n t i a l l y more o i l 

from t h e Strawn f o r m a t i o n t h a n would o t h e r w i s e be r e c o v e r e d . 

9. The e s t i m a t e d a d d i t i o n a l c o s t s , i f any, o f c o n d u c t i n g 

u n i t i z e d o p e r a t i o n s w i l l n o t exceed t h e e s t i m a t e d v a l u e o f t h e 

a d d i t i o n a l o i l r e c o v e r e d t h e r e b y , p l u s a rea s o n a b l e p r o f i t . 

10. A p p l i c a n t has made a good f a i t h e f f o r t t o secure 

v o l u n t a r y u n i t i z a t i o n o f t h e Strawn f o r m a t i o n u n d e r l y i n g t h e 

expanded u n i t area, b u t t h e r e are persons who have n o t v o l u n t a r i l y 

committed t h e i r i n t e r e s t s t h e r e t o . 

11. The proposed t r a c t p a r t i c i p a t i o n s f o r t h e expanded u n i t 

area are as f o l l o w s : 

TRACT PARTICIPATION 

1 - 1 1 (WLSU) 95 . 2797924 

12 (NW^SE1^ §34) 2 .3161519% 

13 (SWMSE1^ §34) 2 .1147842 % 

14 (SfcSEK §2 8) 0 . 2892715% 
100.0000000% 
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Pursuant t o §70-7-10 of the Act, the e x i s t i n g WLSU has been t r e a t e d 

as one t r a c t , and production a l l o c a t e d t h e r e t o w i l l be a l l o c a t e d 

among the t r a c t s i n the o r i g i n a l WLSU as s p e c i f i e d i n Order No. R-

10449. The p a r t i c i p a t i o n formula f o r the proposed expanded u n i t 

area a l l o c a t e s the produced and saved u n i t i z e d o i l t o the 

separately owned t r a c t s on a f a i r , reasonable, and eq u i t a b l e basis. 

12. By Order No. R-10608, as amended, the D i v i s i o n c e r t i f i e d 

a p o s i t i v e production response f o r the w e l l s w i t h i n the WLSU. The 

two a d d i t i o n a l w e l l s w i t h i n the proposed expanded u n i t area are 

e n t i t l e d t o be q u a l i f i e d f o r the recovered o i l t ax r a t e and 

c e r t i f i e d f o r a p o s i t i v e production response. These w e l l s , and the 

acreage dedicated t h e r e t o , are as f o l l o w s : 

WELL NAME WELL UNIT 

State "S" No. 1 WLSU Tracts 12 and 13 
(WLSU No. 12) 

Chandler No. 1 WLSU Tract 14 
(WLSU No. 13) 

13. The g r a n t i n g of t h i s a p p l i c a t i o n i s i n the i n t e r e s t s of 

conservation, the prevention of waste, and the p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s . 

14 . Applicant requests t h a t t h i s matter be set f o r hearing on 

February 20, 1997. 

WHEREFORE, ap p l i c a n t requests t h a t , a f t e r n o t i c e and hearing, 

the D i v i s i o n enter i t s order: 

A. Approving the expansion of the WLSU t o include the lands 

described i n ̂ 3 above; 

B. S t a t u t o r i l y u n i t i z i n g the expanded u n i t area; 
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c. Approving the t r a c t p a r t i c i p a t i o n s f o r the expanded u n i t 

area as described i n 1(11 above; 

D. Approving the WLSU Unit Agreement, as amended, and the 

WLSU Unit Operating Agreement f o r the expanded u n i t area; 

E. Q u a l i f y i n g the expansion area of the WLSU f o r the 

recovered o i l tax r a t e and c e r t i f y i n g WLSU Well Nos. 12 and 13 

f o r a p o s i t i v e production response; and 

F. Granting such f u r t h e r r e l i e f as the D i v i s i o n deems 

proper. 

R e s p e c t f u l l y submitted, 

HINKLE, COX, EATON, COFFIELD 
& HENSLEY, L.L.P. 

gcxapp.uex 

- 5 -



J A N - 2 0 - 9 7 1 4 = 3 3 FROM=HINKLE LAW F I R M I D : 5 0 5 9 8 2 8 6 2 3 PAGE 2/2 

VERIFICATION 

STATE OF TEXAS 
COUNTY OF MIDLAND ) 

William R. Crow, being duly sworn upon h i s oath, deposes and 
states t h a t : he i s a an employee of applicant; he i s familiar: w i t h 
the matters set f o r t h i n the foregoing a p p l i c a t i o n ; and the 
statements t h e r e i n are true and correct t o the best of h i s 
knowledge• 

William R. Crow 

SUBSCRIBED AND SWORN 
1997 by William R. Crow. 

My Commission expires: 





Case I I OA Y : Appli 
PROPOSED ADVERTISEMENT 

" - ĵ SERVATfON DIVISION 
i c a t i o n of Gillespie-Crow, Inc. f o r u n i t "~"~"m"= 

expansion, s t a t u t o r y u n i t i z a t i o n , and q u a l i f i c a t i o n of the expanded 

u n i t area f o r the recovered o i l tax r a t e and c e r t i f i c a t i o n of a 

p o s i t i v e p roduction response pursuant t o the "New Mexico Enhanced 

O i l Recovery Act," Lea County, New Mexico. Applicant seeks an 

order expanding the West Lovington Strawn Un i t and u n i t i z i n g a l l 

mineral i n t e r e s t s i n the designated and Undesignated West 

Lovington-Strawn Pool underlying the S%SE% of Section 28, a l l of 

Section 33, and the WA and Ŵ SE1/ of Section 34, Township 15 South, 

Range 35 East; Lots 1 through 8 of Section 1, Township 16 South, 

Range 3 5 East; and Lots 3 through 5 of Section 6, Township 16 

South, Range 3 6 East, comprising 1618.95 acres, more or les s , of 

s t a t e , f e d e r a l , and fee lands. Among the matters t o be considered 

at the hearing, pursuant t o the New Mexico S t a t u t o r y U n i t i z a t i o n 

Act, Sections 70-7-1 e t . seq. , w i l l be: the necessity of u n i t 

operations; the determination of h o r i z o n t a l and v e r t i c a l l i m i t s of 

the u n i t area; the determination of the f a i r , reasonable, and 

eq u i t a b l e a l l o c a t i o n of production and costs of production, 

i n c l u d i n g c a p i t a l investments, t o each of the t r a c t s i n the u n i t 

area; the determination of c r e d i t s and charges t o be made among the 

various owners i n the u n i t area f o r t h e i r investment i n w e l l s and 

equipment; and such other matters as may be necessary and 

appro p r i a t e . Applicant f u r t h e r seeks t o q u a l i f y the expanded u n i t 

area f o r the recovered o i l tax r a t e pursuant t o the "New Mexico 

Enhanced O i l Recovery Act" (Laws 1992, Chapter 38, Sections 1 

through 5 ) , and t o c e r t i f y two w e l l s w i t h i n the expanded u n i t area 



f o r a p o s i t i v e production response. Said u n i t i s l o c a t e d 

approximately 4.5 miles West-Northwest of Lovington, New Mexico. 
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