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Ms. Florene Davidson ST T
0il Conservation Division

P. O. Box 2088

Santa Fe, New Mexico 87504

Dear Florene:

Enclosed is an Amended Application regarding case no.

10,102. Please set this matter for the October 31, 1990 docket.
Thanks.

Very truly yours,

HINKLE, COX, EATON, COFFIELD &
HENSLE

JB:1le
Enclosure




BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF SAGE ENERGY COMPANY
FOR STATUTORY UNITIZATION AND No. 10,102
APPROVAL OF A UNIT, LEA COUNTY,
NEW MEXICO.
AMENDED APPLICATION

Sage Energy Company hereby applies for an order
approving statutory unitization of the area and formation
known as the North Vacuum (Abo) North Unit, Lea County, New
Mexico, and approving said Unit, and in support thereof
states:

1. Sage Energy Company is engaged in the

business of, among other things, producing and selling oil

and gas as defined by the New Mexico Statutory Unitization

| Act (N.M. Stat. Ann. §§ 70-7-1 through 70-7-21 (1987 Repl.

Pamp.), hereinafter referred to as "the Act").

2. The proposed area for which application is
made for unitized operations pursuant to the Act is known as
the North Vacuum (Abo) North Unit, Lea County, New Mexico
("the Unit Area"), and consists of 1763 acres, more or less,
in Lea County, New Mexico, being more particularly described
in Exhibit A attached hereto. A map of the Unit Area is
attached hereto as Exhibit B.

3. The formation for which application is made
("the Unitized Formation") is the subsurface portion of the
Unit Area known as the Abo Carbonate, defined as that oil
bearing zone the top of which was encountered at a depth of

8440 feet and the base of which was encountered at a depth




; of 9012 feet as recorded on the Compensated Neutron Log in

| the Shell 0il Company Shell State VI No. 1 Well on January
30, 1983, said well located 990 feet from the South line and
900 feet form the East line of Section 1, Township 17 South,
Range 34 East, Lea County, New Mexico. The Unitized
Formation shall further include all subsurface points

| throughout the Unit Area correlative to the above-identified
| depths.

4. The portion of the Unitized Formation

% included within the Unit Area has been reasonably defined by
| development.

5. Sage Energy Company proposes to institute a
waterflood project for the secondary recovery of
hydrocarbons from the Unitized Formation within the Unit
! Area, as described in testimony presented in Division cCase
No. 10,103.
| 6. The proposed plan of unitization is embodied
in the Unit Agreement, a true copy of which has previously
been submitted to the Division, and the plan is fair,
reasonable, and equitable.

7. The proposed operating plan, covering the
manner in which the Unit will be supervised and managed and
costs allocated and paid, is embodied in the Unit Operating
Agreement, a true copy of which has previously been

submitted to the Division.




8. Sage Energy Company projects that the

| unitized management, operation, and further development of
the Unitized Formation will increase production by
approximately two million barrels of oil, will improve the
oil producing rate, and will extend the producing life of
| the Unitized Formation beyond the year 2000. It is
therefore evident that the unitized management, operation,
and further development of the Unitized Formation is
reasonably necessary in order to effectively carry on
waterflood and secondary recovery operations to
substantially increase the ultimate recovery of oil from the
Unitized Formation within the Unit Area.

9. The method of operation which is proposed in
the Unit Operating Agreement is feasible, will prevent
waste, and will result with reasonable probability in the
increased recovery of substantially more oil from the
Unitized Formation than would otherwise be recovered.

10. The estimated additional costs of conducting

I unitized operations will not exceed the estimated value of

the additional oil and gas to be recovered, plus a
| reasonable profit.

11. The proposed unitization and adoption of the
methods of operation embodied in the Unit Operating
Agreement will benefit the working interest owners and
royalty interest owners of the oil and gas rights within the

Unitized Formation of the Unit Area.




12. Sage Energy Company has made a good faith
effort to secure voluntary unitization within the Unitized
Formation of the Unit Area.

13. The participation formula contained in the
Unit Agreement allocates the produced and saved unitized oil
to the separately owned tracts in the Unit Area on a fair,
reasonable, and equitable basis, and protects the
correlative rights of all interest owners within the Unit

Area.

14. Statutory unitization of the Unitized

! Formation within the Unit Area in accordance with the plan

embodied in the Unit Agreement and Unit Operating Agreement
will prevent waste and protect correlative rights.

WHEREFORE, Sage Energy Company requests that this
application be set for hearing on October 31, 1990, and that
thereafter the Division enter its order approving statutory
unitization of said Unit, and approving the Unit Agreement
and Unit Operating Agreement, providing for the unitized
management, operation, and further development of the
Unitized Formation and the Unit Area in accordance with the
Act.

Sage Energy Company further requests that the
order include a provision for carrying any working interest
owner, as provided in N.M. Stat. Ann. § 70-7-7 (F) (1987

Repl. Panmp.).




Respectfully Submitted,

HINKLE, COX, EATON, COFFIELD &

HENSLEY
BYW
es Bruce’/
5 0 Marquette, N.W.
uite 800

Albuquerque, New Mexico 87102
(505) 768-1500

Attorneys for Sage Energy Company




EXHIBIT A
Amended Application -- Case No. 10,102

Township 16 South, Range 34 East, N.M.P.M.

Section 35: S%S%

Section 36: Sk

Township 17 South, Range 34 East, N.M.P.M.

Section 1: Lots 1-4, S%N%, sk (All)
Section 2: Lots 1, 2, S%N%, S%Swk%, SE%
Section 12: NWj%

Containing 1762.79 acres, more or less.
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EXHIBIT B

Amended Application -- Case No.

,102
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