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MEWBOURNE~-DIRECT CASE 5354

MR. NUTTER: We will call the next Case, 5354.

MR. CARR: Case 5354, application of Mark Producti
Company for compulsory pooling in an unorthodox location,
Eddy County, New Mexico.

MR. KELLAHIN: Tom Kellahin of Kellahin and Fox,
Santa Fe, New Mexico appearing on behalf of Mark Production
Company, and I have one witness to be sworn.

(Whereupon, the Witness was duly sworn.)

CURTLS W. MEWBUUKNE

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

examined and testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

Q Would you please state your name and in what
capacity you are appearing in this Case?

A My name is Curtis W. Mewbourne, M-E-W-B-0-U--R-N-E;
I'm President of the Mark Production Company.

Q Mr. Mewbourne, have you previously testified
before the Commission?

A I have.

Q Have your qualifications as an expert been
accepted and made a matter of record?

A They have.

THE NYE REPORTING SERVICE
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MEWBOURNE-DIRECT CASE 5354

Q Are you familiar with the facts surrounding this
particular application by Mark Productic.a Company?

A Yes, sir.

MR. KELLAHIN: If the Examiner please, are the
Witness's qualifications acceptable?

MR. NUTTER: Yes, they are.
BY MR. KELLAHIN:

Q Would you refer to the nlat that has been maerked
Exhibit No. 1 and identify it and state brisfly whai Mark
is seeking.

a Exhibit No. 1 outlines the proposed proration
unit, being the south half of Section 9, 320 acres. The
40-zcre tracit colored velleow, the norineast Qquarter of the
southeast quarter of Section 9; the leasehold interest is
owned by Gulf 0il Corporation.

Q And, that s the only interest that has not
voluntarily committed itself to your drilling?

A That is correct. We have attempted to obtain an
ayreement from Gulf, but have been unable to as of this
date.

Q With regard to your efforts, would you refer to
what has been marked Exhibit No. 2 and identify it?

A Yes, Exhibit No. 2 was a letter transmitting to
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MEWBOURNE-DIRECT CASE 5354
Page.. ... ... 5.

Gulf copies of the operating agreement and avthority for
expenditure on the subject well. The same information was
sent to all other working-interest owners, all of which
agreed to the well, the authority for expenditure and
executed the operating agreemeﬁt, except Gulf.

Q Please refer to Exhibit No. 3 and identify it?

A Exhibit No. 3 is a copy of the authority for
expenditure referred to in the transmittai: letter.

e And, what is the total cost?

A The total cost to drill and complete the proposed

well would be $366€,819, and it has been agreed upon by all

other working-interest owners, except Gulf.

Q Exhibit No. 4, would you piease identify it?
2 Exhibit 4 ic 2 letter from Gulf 0il Company de-~

clining ¥~ participate in the well. Gulf has been in good
faith, but apparently feels that it is marginal economics,
declined to participate in a working interest.

Q Yes, sir, and Exhihi t No. 52

A Exhibit No. 5 is an attempt upon my part to get
Gulf Corporation on a farmout, since they did not want to
join the well. To this date we have been unable to agree
with Gulf on any terms for a farrmout agreement.

0} The specific unorthodox well location has been

THE NYE REPORTING SERVICE
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MEWBOURNE-DIRECT CASE 5354
Page ... L - T

the subject of a previous hearing before the Commission has

it not?
A It has.
Q And, that well location was approved in Case No.

5333, and Commission Order No. R-4884, which was heard
before the same Examiner on October 2nd, 19742

MR. NUTTER: What was the date of the Order?

MR. KELLAHIN: The Order date is 22 Octcber 1974.

MR, NUTTER: And that approved the location?

MR. KELLAHIN: Yes, sir. For purposes of our
testimony here, with regards to the geology, Mr. Examiner,
we would like to incorporate our testimony of that previous
hearing into the hearing of this Case.

MR. NUTTER: And that was Case MNo.?

MR. KELLAHIN: 5333.

MR. NUTTER: 'The record in Case No. 5333 will be
incorpcrated in the record of the instant Case No. 5354.

MR. KELLAHIN: For the convenience of the Examiner
we are again submitting to you the same exhibits that were
submitted in that previocus hearing. They are Exhibits 6,
8, 9, and 10.

BY MR. KELLAHIN:

Q Now, let me continue with your testimony, Mr.
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MEWBOURNE~-DIRECT CASE 5354

Mewbourne. Mark Production Company will be designated the
operator of this well, is that correct?

A Yes, sir.

0 Based upon your knowledge and information in this
Case, and the geological testimony, do you have anv recom-
mendation for a risk facter to be assessed against Gulf?

A I would recommend a risk factor of 200 percent
due to the marginal economics in the risk of the location.

Q In addition to the risk factor that the Commission
allows you to charge a cost of supervisicn, that's in
addition to your actual cost; this is a supervision cost to
be charged against these non-cnnsenting individuals, and
wWsuid an overhead charge of $205 per monﬁh be a reasonable
figure, in vour opinion, for cest of supervision?

A Yes, 't would, and it has been agreed to by the
other working-interest owners in the well.

MR. KELLAHIN: If the Examiner please, we would
appreciate the same type of language with regards to cost
of supervision as appears in other orders requested by us
frem the Commission, exemplifiod by Order R-4721.

MR. NUTTER: What language is that?

MR. KELLAHIN: I thought I had a sample here,

Mr. Nutter.

THE NYE REPORTING SERVICE
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MEWBOURNE-DIRECT CASE 5354
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MR. NUTTER: What does that language relate to?

MR. KELLAHIN: The accounting the adjusted -- I'm
trying to think of what it is.

MR. NUTTER: You mean that phrase that ties the
combined fixed rates to the Bureau of Labor Statistics Cost
of Living Index?

MR. KELLAHIN: No, sir, I don't believe so. 1If
you give me a moment here I can find one.

MR. NUTTER: Oh, you're talking about the phrase
that makes a differentiation in the cost of supervision
for a drilling well as opposed to a producing well?

MR. KELLAHIN: No, sir, the second part of the
paragraph that has to do with the accounting. We want the
ability to adjust the combined fixed rates on an annual
basis. Perhaps I could submit to you a proposed paragraph
after the hearing?

MR. NUTTER: Well, T believe that this in the
finding isn't specific as to what this adjustment will be
based on. I think if you will turn to the Order, you will
see that it is based on the percentage increase or decrease
in average weekly earnings of crude petroleum and gas
production workers by the Bureau of Labor Statisiics; that
is the phrase I thought you had in mind.

THE NYE REPORTING SERVICE
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MEWBOURNE-DIRECT CASE 5354
~CROSS 9

MR. KELLAHIN: Well, they clarify --

MR. NUTTER: (Interrupting) I know what you
mean now.
BY MR. KELLAHIN:

Q Mr. Mewbourne, in your opinion, will approval of
this application avoid the drilling of unnecessary wells,
the protection of correlative rights, and aiiow eaci, ~f the
interest owners to recover their just and fair share of the
hydrocarbons without unreasonable expense?

A Yes, sir, it will.

MR. KELLAHIN: If the Examiner please, we move
the introduction of Exhibits 1 through 10.

MR. NUTTER: Applicant's Exhibits 1 through 10
will be admitted into evidence.

MR. KELLAHIN: That concludes ot:ug‘rect examina-

tion.

CROSS EXAMINATION

BY MR. NUTTER:

&
ry

Mewbourng, as I understand it, Order No.
R-4844 approved the location previously; you're seeking a
200 percent risk factor; you're combined fixed rates would beg
$2C65 a month, is this correct?

A Yes, sir.
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MEWBOURKNE-CRQOSS CASE 5354

Q Is this $205 a month the rate that you have
experienced as your cost of overhead on wells in this area?

A ' Yes, sir, we have seen similar charges, not only
in our operation, but other operators in the area.

Q And, the other working-interest owners in the uniy
have agreed to a 200 percent risk factor, or are they

paying their share?

A Everyone else is participating.

Q Everyone else is participating?

A Except Gulf who found the economics to be too
mTTgInal to participate,

Q Did you ever receive a reply to your letter to

Gulf in which you offered to farmout?
A Not as yet, we discussed it by telephone.
Q And have they indicated they won't?
A We have been unable to agree on terms as of this
date.
Q I see.
MR. NUTTER: Are there any further questions of
Mr. Mewbourne?
MR. KELLAHIN: No, sir.
MR. NUTTER: He may be excused. Do you have
anything further, Mr. Kellahin?
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MR. KELLAHIN:

MR. NUTTER:

to offer in Case 53542

THE

Not in this Case, Mr. Nutter. -

CASE 53154
Page......... ,,l ............

Does anyone have anything they wish

We will take the Case under advise-
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CASE 5354

STATE OF NEW MEXICO }
) Ss.
COUNTY OF SANTA FE )

I, RICHARD L. NYE, Court Reporter, do hereby certify

that the foregcing and attached Transcript of Hearing before

the New Mexico 0il Conservation Commission was reported by

me, and the same is a true and correct record of the said

proceedings, to the best of my knowl!edge, skill and ability.

2501,

C L. NYE, ourt Reporter

1 do nhereby certify that the foregoing i#
a complete record of the proceedings i

the Examiner heari?g f Case Noﬁs .

ey

heard by me oroaa ................ v 19.2¢f .
/ ’

——— X \ CAeAd ., Examip-tr
New Mexico 01l Conservation Commission
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OI1L CONSERVATION COMMISSION CHAIRMAN
LAND COMMISSIONER
STATE OF NEW MEXICO 2
P.0. BOX 2088 - SANTA FE MEMBER
87301
STATE GEOLOGIST
A.L.PORTER, JR.

SECRETARY - DIRECTOR
November 5, 1974

Re: CASE NO. 5354
Mr, Tom Kellahin ORDER NO._ R-4906
Kellahin & Fox

Attorneys at Law Applicant:

Post Office Box 1765

Santa Fe, New Medico Mark Production Company
Dear Sir:

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

Very truly yours,
. e

<UD £ )
g g o v
\/L' - Z- ; f/é’l,
(S @ehen, S
A. L. PORTER, Jr.
Secretary-Director

ALP/ir

Copy of order also sent to:

Hobbs 0OCC x
Artesia OCC

Aztec OCC

Other __ Gulf Qil Corporation, Midland, Texas
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5354
Order No. R-4906

APPLICATION OF MARK PRODUCTION
COMPANY FOR COMPULSORY POOLING
AND AN UNORTHODOX LOCATION,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

i e bdit o Sihh DA LIPS LY

This cause came on for hearing at 9 a.m. on October 30, 1974,
at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this 5th day of November, 1974, 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, Mark Producticn Company, seeks an
order pooling all mineral interests of Pennsylvanian age or older

o~ € v ~ “ne -l
‘...".':dcrl}"“g the 5'2 ¢f Secticn © sy Tullnoha.p P34 uCu\.kl, A\ange -J uaow

NMPM, Cemetery-Morrow Gas Pool, Eddy County, New Mexico. |

(3) That i.ae applicant has the right to drill and proposes i
to drill a well at an unorthodox location 660 feet from the South:
line and 660 feet from the West line of said Section 9 as approvnd
by Order No. R-4884, dated October 22, 1974.

{4) That there are interest owners in the proposed ororatlon
unit who have not agreed to pool their interests.

(S} That to avoid the drilling of unnecessary wells, to
protect correalative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pogling all mineral interests, whatever they may be, within said
unit, '

(6) That the applicant should be designated the operator
of the stbioct well and unit.
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CASE NO. 5354 i
Order No. R-4906 |

{(7) That any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well E
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
does not pay his share of estimated well costs should have ;
withheld from production his share of the reasonable well costs |
plus an additional 200 per cent thereof as a reasonable charge
for the risk involved in the drilling of the well.

(9) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs é
but that actual well cests should be adopted as the reasonable !
well costs in the absence of such objeciion.

{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 amsount
that reasonable well costs exceed estimated well costs and
should receive from the operator any amount that naid estimated
well costs exceed reasonable well costs.

(11) That $205.00 per month should be fixed as a reasonable:
charge for supervision {combined fixed rates); that this charge !
should be adjusted annually based upon the percentage increase :
or decrease in the average weekly earnings of crude petroleum :
and gas production workers; that the operator should be authorized
to withhold from production the propertionate 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, attribuntahle to aach 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.

(13} That upon the failure of the operator of gaid pooled
unit to commence drilling of the well to which said unit is
dedicated on or before February J, 1975, the order pooling said
unit should become null and void and of no effect whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
in the Pennsylvanian formation underlying the 5/2 of Section 9,
Township 20 South, Range 25 East, NMPM, Cemetery-Morrow Gas Pocl,
Eddy County, New Mexico, are hereby pooled to form a standard
320-acre gas spacing and proration unit to be dedicated to a
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~ CASE NO. 5354

- South line and 660 feaet from the West line of said Section 9 as

Order No. R-4906 |

well to be drilled at an unorthodox location 660 feet from the
approved by Commission Order No. R-4884 dated October 22, 1974.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the lst day of

'~ Pebruary, 1975, and shall thereafter continue the drilling of
. said well with due diligence to a depth sufficient to test the

Pennsylvanian formation;

PROVIDED FURTHER, that in the event said operator does not

' commence the drilling of said well on or before the lst day of

February, 1975, Order {3\ of this order shall be null and
void ard of no effect whatsoever;

DD ARFTRDNA BT —~ael mld X eenT? - R X2 TR .3 &
& AN V o idds is SUNB&R; C.hd\. a&ivu‘u SS8il FEia LiUe we GIiisacaa wo

. completion, or abandonment, within 120 days after commencement
! thereof, said operator shall appear before the Commission and

show cause why Order (1) of this order should not be rescinded. |
{2) That Mark Production Company 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 ‘

1jsubject unit an itemized schedule of estimated well costs,

(4) That within 30 days from the date the schedule of

: estimated well costs is furnished to him, any non-consenting

- working interest owner shall have the right to pay his share

© of estimated well costs to the operator in lieu of paying his
. share of reasonable well costs out of production, and that any
. such owner who pava hie ghare of eatimated 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 cwner 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 Commission and the Cormission 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 objection to actual well costs within said 45-day period
the Commission will determine reasonable well costs after public
notice and hearing.

{(6) That within 60 days following determination of reason-
able well costs, any non-consenting working interest owner that
has paid his share of estimated costs in advance as provided
above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.
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CASE NO. 5354
Order No. R-4906

(7) <That the orerator 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, 200 percent of the
pro rata share of reasonable well costs
attributable to each non-consenting work-
ing 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 $205.00 per month iz hereby fixed as a reasonabie
charge for supervision (combined fixed rates), provided that this
rate shall be adjusted on the first day of April of each year i
following the effective date of this order; that the adjustment
shall be computed by multiplying the rate currently in use by the
percentage increase or decrease in the average weexly earnings of
Crude Petroleum and Gas Production Workers for the last calendar
year compared to the preceding calendar year as shown by "The ;
Index of Average Weekly Barnings of Crude Petroleum and Gas Pro- |
duction Workers" as published by the United States Department of |
Labor. Bureau of Labor Statistics. and the adijusated rate shall
be the rates currently in use, plus or minus the computed adjust-
ment; that the operator is hereby authorized to withhold from
production the proportionate share of such supervision charge
attributable to each non-consenting working interest, and in
addition theretec, th= srarator ie hereby authorized to withhold
from production the proportionate share of actual expenditures
required for operating such well, not in excess of what are
reasonable, attributable to each non-consenting working interest.

(10) That any unsevered mineral interest shall be considered
a reven-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.
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CASE NO. 5354
Order No. R-4906

(12) That all proceeds fron production from the subject
well which are not disbursed for any reason shall be placed in
escrow in Bddy County, New Mexico, to be paid to the trus owmer
thereof upon demand and proof of ownership: that the operator
shall notify the Commission of the name and address of said
escrov 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 herein-
bove designated.

STATE OF NEW MEXICO
- O1L CONSERVATION COMMISSION

I. R. TRUJILLC, Chairman

A. L. POR ER, Jr., Membe# & Secretary

SEAL
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KELLAHIN AND FOX

ATTORNEYS AT LAW
800 DON GABPAR AVENUE

JASUN W. RELLANIN POST OFFICK BOX 1780
ROBEAT C.FOXR SANTA FE, NEW MEXICO 87501 - TELEPHONE 982- 4318

Arga Coog 808

W.THOMAS MELLANMNIN
October 17, 1974
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i SR S\‘\,;., ‘. s
! 0il Conservtion Commission -~ %z Y,
: P. O. Box 2008
Santa Fe, New Mexico 87501
; ATTENTION: Mrs. Ida Rodriguez : :

Dear Ida: ,

! On behalf of Mark Productlon Company, please dismiss

scheduled for hearing on October 30, 1974.

Gulf, has extended them a farm-out agreement for the

\\¥ They have advised me that the non-consenting party, f
¥ : :
acreage involved.

Very truly yours,

W. Thomas Kellahin

\
WTK:k [}
\S; S

cc: Mr. Curtis Mewbourne /{\’ﬂp
i
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. Septembex 12, 1974

Gulf O0il Corporation
P. O. Drawer 1150
Midland, Texas 79701

-

Re:- Pirst National Bank of
Albuguargue A-41.

S/2 Section 9, T-20-S, R=25-E
Eddy County, New Memico

Gentlemens:

The subject well is proposed at a location 660'FWL and 660’ PSL of
Section 9, T-20-S, R-25-E, Eddy County, New Mexico. Our application
for an unorthodox location for this well has been set on the docket
of the New Mexico 0il Conservation Commigsion for October 3.

Attached you will find two (2) copies esach of the Operating Agreement
and the Authority for Expenditure on the subject well. If these meet

with your approval, please execute and return to this office one (1)
copy of sach instrument.

Very truly yours,

Curtis W, Mewbourna
CWM:Bid

Attachmants

CASE NO. 5 35¥%Y

BEFORE EXAMINER NUTTER
OIL CONSERVATION COvand

I K exuisir no. R

IZGION




AUTHORITY FOR EXPENDITURE
MARK PRODUCTION COMPANY - FIRST NATIONAL BANK OF ALBUQUERQUE A-#1
CEMETERY (MORROW) FIELD
S/2 SECTION 9, T-20-S, R~25-E

ESTIMATED COST TO CASING POINT:

EDDY COUNTY, NEW MEXICO

Survey and stake $ 240
Road and location 7,950
Surface damages and clean up 2,000 .
brilling: Footage -~ 9600' A $11,50 110,400
Daywork - 4 days €.$2,600 10,400
- 1 day @ $2,500 2,500
Sample logging unit - 14 days €@ $140 1,960
Cesient and cementing services 5,000
Conduction pipe -~ 300' of 12-3/4" @ $10.00 3,000
Surface casing ~ 1250" of 8-5/8" € $9.00 . 11,250 3
Mud and chemicals and brine 25,500 E
Drillstem tests - 3 @ $1,350 4,050 |
Geological services 200
Drilling overhead 1,450
Production supervision 1,050
Logging 5,700
Legal services 1,000 e e .
. Equipment rental 5,000
4 welding 630
Travel expense 450
; Trucking 1,800
! Plug or cement production pipe 3,000
Wellhead 900
; New Mexico @ 4% 8,244
$214,374
ESTIMATED COMPLETION COSTS:
Producing casing - 9700' of 4-1/2" @ $7.00 67,900
Corrolation log and perforating 2,425
Temperature survey and BHP 400
Treating 6,833
Equipment rental 2,750
Welding 400
Completion unit . 3,000
Tubing - 9600' of 2-3/8™ @ $2.00 19,200
Tloat equipment and centralizers 850
Packer 1,550
Tank battery and flow lines 3,000
Wellhead 7,550
Stakpacl. - 750 BTU - Separators and heater 13,200
Completion overhead and supervision 2,100
Roustabout work, lines and connections 3,750
Legal services 500
Miscellaneous . 1,000
Rig anchors : 213
Safety control valves 1,460
Travel expense 400
Trucking . 2,100
New Mexico Tax @ 4% 5,864
BEFORE EXAMINER NUTTER 152,445
OIL CONSERVATION COMMISSION
EXHIBIT NO. _ D OTAL $366,819
CASE NO.__535Y
| e PP ROVED
COMPANY: MARK PRODUCTION COMPANY
BY: BY:
DATE: DATE:




Qi ©il Compamny = &Qo So

EXPLORATION DEPARTMENT
MIOLAND DISTRICT

J. A. Hord o - sevtﬂbel‘ 18 ’ 1974 ”. 0. Drawer 180
OHTMCT CUALORATION RARASLE . Midiand, Texas TO7N

RE: Proposed Unit
First National Bank of
Albuquerque A-#1
§/2 Section 9, T-20-8,
R-25-E, EDDY COUNTY,
.- New Mexico

Mark Production éombany
330 Citizens Bank Building
Tyler, Texas 75701

Attention: Curtis W. Mewbourne
Gentlemen:

Reference is made to your recent letter of
September 12, 1974, in which you proposed the formation of
a unit comprised of the captioned acreage for the purpose
of drilling subject well,

Your nroposal has been carefully considered
and it has been decided that we are not interested in
joining in the proposed unit at this time.

We wish to thank you for giving us the oppor-
tunity of comsidering your request.

Yours very truly,

R. E. GRIFFITH7—

FWT:mld

BEFORE EXAMINER NUTTER

OIL CONSERVATION COMMISSION
o AAK  exuisit no. _4/

A OIVISION OF GULY OIL CORPORATION CASE NC/. fbgy

b4




- " September 20, 1974

-

Gulf oil Company-tJ.8.
Exploration Departmeant -
P. O. Drawer 1150

Midland, Texas 78701

Attention: Mr. R. E. Griffith

Re: Mark Production Company -~ First
National Bank of Alhucuerque A=l
5/2 Section 9, T-20~S, R-25-E
Bddy C¢ .ty, New Mexico

Gentleman:

Thank you for your letter of September 18, in which you inform me of your
decision not to join the proposed well.

Mark Production Company is obligated to begin this test well in the near
future, and we would appreciate your cooperation in proceeding forwarc< with
the drilling of this well. In view of your decision not to join, we are
prepared to offer you the best terms on a famout agreement that have been
consummated in this area.

We propose that Gulf farmout the 40-acre tract, NE/4 of the SE/4, and retain
a 1/16th of 8/8ths overriding royalty convertible to a 508 working interesi
after payout, both proportionately reduced to your net interest. Your early
consideration of cur request will be appreciated.

Very truly yours.

Curtis W, Mewbourne

CwdiBid

BEFORE EXAMINER NUTTER
O CONSERVATION COMMISSION

srg K enusnno. &
cnse v, B 35—2

P U S,
. ¥




7 Docket No. 30-74
Dockets Nos. 31-74 and 32-7/ are tentatively set for hearing on November 13 and
November 26, 1974. Application for hearing must ve filed at least 22 aays in
,,,,, . advance of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY -~ OCTOBER 30, 1974

4 9 ALM. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
1 STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

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

CASE 5349: Application of Corinne Grace for a uni: agreement, Fddy County, New
Mexico. Applicant, in the above-styled cause, seeks approval for the
Bond Draw Uni% Area comprising 5123 acres, mores or less, of Federal,
Stave, and Fee lands in Township 24 South, Range 27 East, Eddy
County, New Mexico.

CASE 5350: Application of Yates Petroleum Corporation for an unorthodox gas
well location, Eddy County, tlew Mexicc. Applicant, in the above-

styled cause, seeks approval for the unorthodox location >f its
o Sullivan DZ Com Wall No. 1. #n he d=11122 200 Pzt from the North

S A AaTE AN ARV A LGda Vel Ia wad

line and 660 feet from the West line of Section 8, Township 18
Scuth, Range 26 East, West Atoka-Morrow Gas Pool, Eddy County,
New Mexico, the N/2 of said Sectlon 8 to be dedicated to the well.

CASE 5351: Application of Yates Petroleum Corporation for an unorthodox gas
well location, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks approval for the unorthodox location of its
Ferguson DY Com Well No. 1 to be drilled 1980 feet fraom the North
line and 660 feet from the Fast line of Section 7, Township 18
South, Range 26 East, West Atoka-Morrow Gas Pool, EdCy County,

New Mexico, the N/2 of said Section 7 to be dedicated to the well.

CASE 5352: Application of David Fesken for compulsory pooling ané an unorthodox
location, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks an order pooling all mineral interests of Pennsylvenian
age or older underlying the S/2 of 3Section 2, Township 18 South,
Renge 26 East, Eddy County, New Mexico, to be dedicated to a well
to be drilled at an unorthodox location 990 feet from the South line
and 1650 feet from the EFast line of said Section 2. Also to be
considered will he the coet of dArilling and completing said well
and the allocation of such costs, as well as actual operating costs
and charges for supervision. Aiso to be considered is the deslgna-
tion of the applizant as operator of the well and a charge for the
risk involved in drilling said well.

CASE 5353: Application of Citles Service 0il Company for a dual completion,
Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks approval for the dual completion (conventional) of its
Government-Z Com Well No. 1, located in Unit K of Section 23,
Township 20 South, Range 28 Fast, Eddy County, New Mexico, in
such a manner as to produce oil from the Wolfcamp formation
through tubing and gas from the Morrow formation through the
casing-tubing annulus by means of a cross-over assembly.



Fxaminer Hearlng - Wednesday - QOctober 130, 14974 Docket Na. 30-7¢

CAGE 5354

CASE 5355:

CASE 5356:

CASE 5357:

CASE 5353:

Appilcation of Mark Production Company for compulscry pooling and an
unorthodox location, Eddy County, New Mexico. Applicunt, in the
above-siyled cause, seeks an urder peoling all minerel interests of
Pennsylvanian age or older underlying the S/2 of CSszction 9, Townshlp
20 South, Range 25 East, Eddy County, New Mexico, to be dedicated to
a well to be drilled at an unorthodox lccaticn 660 feet from tre South
and West lines of said Section 9. Also to be considered will be the
cost of drilling and completing said well and the allocation of such
costs, as well as ectual operating costs and charges for supervision.
Also to be considered is the designation of the applicant as the
operator of the well and a charge for risk involved in driliing said
%211,

Applicastion of Tesoro Petroleum Corporation for pool contraction

and expansion, McKinley County, New Mexico. Applicant, in the above-
styled cause, seeks the contraction of the Lone Pine-Dakota "D"

0il Pool by the deletion of the E/2 NW/4 of Section £, Township 17
North, Range 8 West, McKinley County, New Mexico, and the expansion
of the Hospah-Dakota 0i1l Fool by the addition of such lands.

Application of Anadarko Productlon Company for s unit agreement,

Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
approval of its Artesia State Unit Area comprising 440 acres, more
or less, of State lands in Township 18 South, Range 27 East, Eddy
County, New Mexico.

Application of Anadarko Production Company for a waterflood project,
Fddy County, New Mexico. Applicant, in the above-siylied cause,

seeks authority to institute a waterflood project on its Artesia
State Unit, Artesia Pool, by the Injection of water into the Grayburg
and San Andres Tormations at the following six unorthodox locations
in Township 18 South, Range 27 East, Eddy County, New Mexico:

Section 13, 1330 feet from the South line and 1310 feet from the West
iine, and 10 fcet from the South and West lines; Section 14, 2630
feet from the South line and 10 feet from the East line and 1310

feet trom the South and East lines; Section 23, 1310 feet from the
North and East lines and 10 feet {rom the North line and 2630 feet
from the Fast line. Further to drill two producing weils at un-
orthodoy leeetions 10 feet from the North line and 1310 feet from

tha Feat line of Section 23 and 1330 feet from the South line and

10 feet from the East line of Section 14. Applicant further seeks

an administrative procedure whereby the project may be expanded by
the drilling of additional injection and producing wells at orthodox
and unorthodox locations without further notice and hearing.

Application of Continental 011 Company for simultaneous dedication
and unorthodox gas well lccations, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an corder approving the
simultaneous dedication of a standard 640-acre gas proration unit
comprising 211 of Section 26, Township 23 South, Range 36 East,
Juimat Gas Pool, Lea County, MNew Mexicn,; to four wells, belng the
Lynn B-1 Well No. 1, in Unit J and Lynn B-1 Wells Nos. 3, 4, and 16,
at unorthecdox locations in Units C, M, and A, respectively, of said
Section 26.
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CALE 5359

CASE 5360:

FExnminer Hearing - Wednesday - :itober 30, 1974 Docket No. 30-74

-3

Appilcation of Continental 0il Company for simultaneous dedication
and unorthodox locations, Len County, New Mexico. Applicant, in
the above-styled cause, seeks approval for the gsimyltaneoue dedica-
tion of a 320-acre non-standard gas proration unit comprising the
N/2 of Section 1, Township 24 South, Range 36 East, Jalmat Gas Pool,
lea County, New Mexico, to 118 Vaughn B-1 Wells Nos. 1 and 6,
located at unorthodox locations in Units H and E, respectively, of
sald Section 1.

Application of Continental Oil Company for two non-standard gas
proration units, Lea County, New Mexico. Applicant, n the above-
styled cause, seeks approval for the two following non-standerd
gas proration units in the irregular Section 4, Township 21 South,
Range 36 East, Eumont Gas Pool, Lea County, New Mexico:

A 480-acre unit comprising all of lots 1, 2 and 3, 6 through
11, and 14, 15, and 16 of said Section 4 to be dedicated to
the Meyer B-4 Well No. 14, located in Unit G;

A 240-acre unit comprising the SE/4 and E/2 SW/4 of said Section 4
to be dedlanted to the Mewar B-A Woil [o. 4, located in Unit S.
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KELLAHIN AND FOX :
ATTORNEYS AT | AW o
BO0 ODON GASRAR AVENUE

: JASON W. KELLAHIN POST OFFICE BOX 1789

by ROBERY €. FOX SANTA FE, NEW MEXICO 87501

g — * ° TELEPHONE 982-431S
= W.THOMAS RELLAHIN ARga CoDE 508

September 30, 1974

0il Conservation Commission Tl .
P. 0. Box 2008 o "
Santa Fe, New Mexico 87501

ey

ATTENTION: Ida Rodriguez

Dear Ida:

Please file the enclosed application by Mark A
Production Company for compulsory pooling for 7 4
hearing before the Commission's Examiner Hearing
set for October 30, 1974.

Dcrober o 220

Veyly yours,
r N

N v
W. Thomas Kellahin

WIK:ks
Enclosure

cc: Mr. Curtis Mewbourne
w/ encls.

DOCKET MAWED

bat 287 el
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BEFORE THE

OIL CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF MARK PRODUCTION COMPANY FOR
COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO

APPLICATION

COMES NOW MARK PRODUCTION COMPANY and as provided
by Section 65-3-14, New Mexico Statutes Annoted 1953,
as amended, applies to the 0il Conservation Commission
of New Mexico for an order pooling all the mineral
interests in and under the S/2 of Section 9, Township
20 South, Range 25 East, Eddy County, New Mexico, and ‘

in support thereof would show the Commission:

i. Applicant is the owner of the right to drill
and develop the following described acreage: S/2 of
Section 9, Township 20 South, Range 25 East, N.M.P.M.,
Eddv County, New Mexico.

2. Applicant has obtained voluntary agreement for

pooling from all but the following:

Gulf 01l Corporation CEE{/
Box 1150 .

. / Midland, Texas 79701
v * With a net working interest of

specifically described as the
NE/4 SE/4 of Section 9, '120S,
R25E, N.M.P.M,

i/ ! 1/8th of the unit area and more
/
/

DOCKET MAILED
- e 7 4




3. As required by the provisions of Commission
Rule 104, Applicant proposes to dedicate thc £/2 of
Section 9, T20S, R25E, N.M.P.M., Eddy County, New
Mexico to the well.

4. Applicant réquests that it be designatead
operator of the pooled unit requested above.

5. Applicant proposes to drill a well to test the
Cemetery—-Morrow Gas Pool at a well location 660 feet

6. Applicant has been unable to obtain voluntary
agreement for the pooling of the unpooled interests
indicated in paragraph 2 akove, and in order to avoid
the drilling of unnecessary wells, to protect correlative
rights, and to prevent waste, the commission should pool
all interest in the spacing or proration unit as a unit.

WHEREFORE, applicant respectfully reguests that
the Commission set this matter for hearing before the
Commission's duly appointed examiner, and that after
notice and hearing as required by law the Commission
enter its order pooling all interests underlying the S/2
of said section 9, and designating applicant operator of the
pooled unit, together with provisions for applicant to
recover its costs out of production including a risk factor
to be determined by the Commission and with provisions for
the payment of operating costs and costs of supervision
out of production to be allocated among the owners as
their interest may appecar and for further orders as may be
proper in the premises,

Respectfully submitted,

MARK PRODUCTION/pOMPANY

At

{ k«YMUVVV*'
KLLLAHINj& FOX

P. 0. Box 1769
Santa Fe, New Mexico 87501
A ATTORNIEYS FFOR APPLICANT
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BEFORE THE OIL CONSERVATION COMMISSION
- OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL, CONSERVATION

COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. _5354 |
Order No. R- 5/%7622

APPLICATION OF MARK PRODUCTION COMPANY
TOR COMPULSORY PCOLING AND AN /,
UNORTHODOX LOCATION, EDDY COUNTY, \//’

gor”_—

OCRDER OF THE COMMISS

BY THE COMMISSION:

- This cause came on for hearing at 9 a.m. on October 30 » 1974

at Santa Fe, New Mexico, before Exaniner Daniel S. Nucter .
NOW, on this day of November , 1974, the Commission,

a guorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the 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, Mark Production Company R

seeks an order pooling a1l mineral interests of Pennsylvanian

age or older underlying the S/2

of Section 9 , Township 20 South , Range 25 East ,
Gas Poe)

NMPi1, Q,emajcd - ﬂ\om\@ , Eddy County, New

Mexico.
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(3) That the applicant has the right to drill and proposes k

-
.

{

4

———

to drill a well !
South line and 660 feet from the West line of ‘said Section %«v

(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
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive !
without unnecessary expense his just and fair share of the gas g
in said pool, the subject application should be approved by i
pooling all mineral interests, whatever the/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
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs |
plus an additional E;PO Z; thereof as a reasonable charge for thé
risk involved in the drilling of the well. ;

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

{10) That following determination 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.

s
Val .




_3...
Case No.
Order No. R

o

H
(11) That $205.00 per month should be fixed 23 a rea
charge for sgpervision (combined fixed rates); that this czgﬁggle
should be ad;usted annually based upon the percentage increase (
or decrease in Fhe average weekly earnings of crude petroleum 4
and gas production workers; that the operator should be aithorized '
to W1t§h91d from production the proportionate share of such
Supervision charge attcibutable to each non-consenting working
1ntere§t, and in addition thereto, the operator should be
authorized to withhold from production the proportionate share :
of agtual expenditures required for operating the subject well % -
not in excess of what are reasonable, attributable to each non: f ' E
consenting working interest. '

- -

operating the subject 11, not in excess of what are reasonable,

s o 20

attributable to each ndn-consenting working interest.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason should be placed i

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

proof of ownership. ; E

{13) That upon the failure of the operator of said pooled :

unit to commence drilling of the well to which said unit is

4

dedicated on or before 7 , the order

.
arr Peomss i s

pooling said unit should become null and void and of no effect
whatsoever.

IT IS THEREFORE ORDERED: ;

X
g
g
§
2
E
%
L

(1} That all mineral interests,; whatever they may be,

in the Pennsvlvanian formation underlying the S/2 ?

; of Section g , Township 20 South ., Range 25 East , NMPM,

_émd Eddy County, New Mexico,

i are hereby pooled to form a standard 32 0 =~ acre gas spacing

. [1aL 660 beet

i.at an unorthodox location 660 feet from the Southiandjﬁest lineg
i l,0of said Section %uw el X g Coqgusniadit O AU 70 & - H’XC/JM

;} PROVIDED HOWEVER, that the operator of said unit shall arf"::;ﬂ,
i 4 ;
commence the drilling of said well on or before the | 2 day

i
i
| and proration unit to be dedicated to a well to be drilled ﬁ%"‘fﬂi
i
1
{

j; of , 1974, and shall thercafter continue the

drilling of said well with due diligence to a depth sufficient to

test the Pennsylvanian formation;

PROVIDED FURTHER, that in the event said operator does not

commence the drilling of said well on or before the { Ef day

of : , 1975;'Order (L) of this order shall be null and

e — e

void and of no effec: whatsoever;
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PROVIDED FURTHER,that should said well not be drilled to

completion, or abandonment, within 120 days after commencement :

thereof, said operator shall appear before the Commission and

show cause why Order (1) of this order should not be rescinded.

:
!
4
X

T A B s

(2) That _Mark Proguction Company is hereby designated
the operator of Ehe subject well zand unit.
FANESY I.I”
(3} That after the effective date of this order and

T PR
B AP e A gt A

30 days prior to commencing said well, the operator shall furnish
¢
the Commission and each known working interest owner in the subjecﬁ

unit an itemized schedule of estimated well costs.

{4y  Thnat within 30 days from the date the schedule of

17 1 B A 5 e e

estimated well costs is furnished to-him,’any non-consenting

Ly

working interest owner shall have the right to pay his share

e O A s b e ) ol alla” O s

of estimated well costs to the operator in lieu of paying his

RERE ot L
-

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

1+ such owner who pays his share of estimated well costs as pro-

Fl

P WAL S TR

vided ab6§e shall remain liable for operating costs but shall

not be liable for risk charges.

g PR e L

(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 Com-

i mission and the Commission has not objected within 45 days

following receipt of said schedule, the actual well cCosts shall

be the reasonable well costs; provided however, that if there
i i1s an objection to actual well costs within said 45-day period

; the Commission will determine reasonable well costs after public

notice and hearing.

i; (6) That within 60 days following determination of reason-

. able well costs, any non-consenting working interest owner that

i
! has paid his share of estimated costs in advance as provided

e v —a o o
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(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 cof 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 upon demand and proof of ownership;

shall notify the Commissicn of the name and

or charges shall
royalty interests.
from the subject

shall be placed in

paid to the true owner |

that the operator

addreés of said

escrow agent within 90 days from the date of this orxder.

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

O Y L T T O S

——

.

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

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

designated.




