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K MR. STAMETS: We will call the next Case, 5567.
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.

MR. CARR: Casé/5567, application of Belco .
Petrbleum Corporation for cqméulsory pooling and an
unorthodox location, Eddy Coﬁnty, New Mexico.

MR. é}ﬁVENS: Mr. Examiner, I'm Don Stevens,
attorney in Santa Fe, rééresenting the applicant and wé?have
two witncsses to be swdrn.’- |

MR, STAMﬁTé;.VAny‘other abpearances in this’

Case? o

,(THEREUPQN,-the witnesses were dulj

8worn.)

JAMES A. PATTERSON, JR.

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR, STEVENS:

Q. Would you state your name, please?
A James A. Pattersen, Junior.
Q Could you give us your address and occupation

‘and your relationship to the applicant herein?

A 3217 Sinclair, Midland, Texas. I'm the district
landman for the Midland District for Belco Petroleum
Corporation.

0 Have you previousiy testified before this

Commission?




3 | Page 4

f ] A Yes, sir, I hava.

g ;? ’ 2 MR.’§TEVENS: Mr; Examiner, are {he ﬁitness’s

; | 3 y qualificationé acceptable?

§ 4 N MR. STAMETS: "I'hey are,

§ g o] (Mr. Stevens continuing.) Would you briefly state

‘¢;§ 6 || what the applicant seeks-hérein, Mr.VPatterson?~
| .g 2  _ »fgj» "2Z180 meeks compulsory pooling for the west half '

;ﬁ 8 of Section 5, 22 South, 27. East, Eddy County, New Mexico,

% = alil. and also approval of an unorthodox location in the same

; ,g g 10| half section. |

’;: i%’é Yy - I will testify as to the‘compulsory pdk;itng and

a2t

gg%g 12 ]| another witness will handle the unorthodox 1ocation.
‘2" gf‘g 13 0 Referring to whaf has been marked ~- and ‘Mr,

383
:g";z";jfg 14 Examiner, I regret I did not get these marked but these
_scg 15[ are in order, so I will watch it 28 we go -- what has beer
v § 1¢ || marked as Exhibit Number One, would you explain it for
A7 the Commission, please? |
181 A Yes, this is a iland plat of the west half of

19 Section 5, 22 South, 27 East., The yellow represents Belco

20 and Baron Corporation ownership within the proration unit.

21 | The pink represents Cities Service leasehold and the orange
22 || represents unsigned or uhcommitted interest within the

23 ]| proration unit. ) “

24 Q What is the significggce of the Cities Service

26 | Pink and the orange?
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A Well, Cities Service at the time of our application

we didn't know wha’ their intentions would be in this

matter, however, it has now come to our attention that

‘they indicate they will join the well, therefore, they o

probably won't be a party to the compulsory pooling. - The

orange is still outstanding.

owners of the orandge-colored acreage, they would have a
chance ‘to join- the unit sub;equent to this heariné; would
they nat?
| A Yes, they woulﬁ;-”n“

Q Now} appro#imately what perceht#ge of the orange

is outstanding in this west half of Section 5?

A Point thrée oh eight nine percent of the proration "

uq;t.
| Qo Thus the vast majority is owned by Belco or Cities

Service?

A Right.

Q Referring then to what would be marked Exhibit
ﬁumber Two, would yoq_explain it, please?

A Okay. These are two latters written by myself
from our Midland office on behalf of Belco Petroelum., Thc
first letter of September the 18th, 1975 was mailed by

registered mail, return receipts requested, and sent-to

the four parties who own the unleased interest in the west

!
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z v 1 half of Section 5. The letter containéd an offer to lease

; g 2 their interest and an invitation to participate ;n the well.l
.0 ; . ‘.;U | The second 1etter datedeeptember 26th, 1975 was
;i;'f -% % o 41 " not onlj sent to the unleaéeé'interest, but al#o to the

g

A
BT

B vworking_interest participants, giving an approximate spud

6f date for the well and it also contained an AFE for the well. “

ecnt GRS, 1% -

7 ) Thus by these two lettexrs did you give’ali parties

e &

T T AR

8 who had not joined you a chanqe to join and those nﬁt leased

13 for a one year primary term lease and a three sixteenths

5 9] a chance to lease their lands to you?
8 .. 10 A Yes, sir, I did.
;’é E\> - 1 0 And‘what“was the price you offered in your 1eaae?_ "
TR 2 12 A We offered two hundred and fifty dollars per acre
5 lv % .
(g).
&

s basic royalty.

General Court Reporting Service
825 Calle M¢jia, No. 122, Santa'Fe, New Mexico 87501

15 Q I refer you to what will be marked as Exhibit

~sid morrish reporting service

- J
A S g
RSl SRS b

16 Three, will you explain it please?

17 A Yes, these are the return receipts from the

E
i
ToLE
%
=t
Fa
#

18 registered mailing of September 18th, 1975, and you will

XM

Nobe

19 note that there is a ;gtnrnv:éceipt for each party, for each

L A g

- T W W

zoJ unleased party in the west half of Section 5.
21 o In summary then, Belco has determined all unleased
22 acreage and all leased acreage which has not joined and given

23 them a chance to join or lease to ybu in this proposed west .

24 half of Section 5?

25

' A That is correct.
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1 0. Do you have anything further to add to your
* E 2 testimony regarding this compulsory pooling? : “
N ’”1 af MR. STEVENS: I would like to call nuxt Mr. Lee “
§ g 5| Nering. h
% | 6] . MR, STAMETS: FExcuse me, is Exhibit Three supposed
-8 ‘ 7 to be two different pages? . ;.
EE 8 MR. STEVENS: Yes, sir. S e
’ ‘ l 3 9 . ~ - MR. STAMETS: I seem to have two of the same.
} '*: ‘F: _g 10 | I have no questions of this witness. He may be
. I B 0 §§ . ;~'-‘. . - )
; ! P eE 11 excused. : o _
b E B0 vy oy ‘
S g Das v L |
e - gﬁhg‘ 12 LEE NERING
; g 38 - : ‘
- ; £ 13 called as a witness, having been duly sworn, was -
' 1 .ga":?’"-g : o ‘
' g §§_5‘ 14 examined and testified as follows:
= o g
;. gesg : -
- o 2 15 DIRECT EXAMINATION
® 3 ‘ i
8 16 BY MR. STEVENS:
I 17 S Q Would you state your name, address, occupation
I 18| and relationship with the applicant, please? !
19 A My name is Lee Nering, I'm a geologist employed by ﬂ
‘i“:t . 20 k’ Belco Petroleum Corporation, 8707 Katie Freeway, Bouston
. -21 Texas.
- i 22 Q Have you previously testified before this Commissio
. 23 “ and had your qualifications accepted?
24 A Yes, I have, "
. 25 ' MR, STEVENS: Are the witness's qualifications
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'5cceptable, Mr. Examiner? L 1 ﬂ
MR. STBEMETS: They are. |
0 (Mr. Stevens continuing.) Mr. Nering, you will

pthe'anticipated costs for Eﬁé”p:oposed drilling of‘tﬁevMeade

'Five, will you explain it, please?

i

testify, I understand, concerding the unorthodox location, l

—_——

inithdt respect will you refer to what will be marked as

Exhibit Number Four?

A Exnibit Numbef FOuﬁiis Belco's AFE which illustrate

e e—

Number 4 well. It illustrates that we expect a compléted

well ccst of five hundred and seventy-five thousand dbllars,

and three hundred and sixiy~§even’£hbu§§nd dollars for a dry
hole cost.

0 - Réferring to what_&ill be marked Exhibit Number

A Exhibit ﬁumper FiVe'is a plat and a scalc:of one ‘

e e —

inch equaisvtw* thousand feet. It illustrates the ldca;I;ﬁ< i
of fhe‘proposed Meade Number 4, as well as the location of
a dry hole, the John Joyce Number 1 drilled by Belco
Petroleum Corporation on the west half of Section 5, and |
also all other penetrations of the Pénnsylvanian in the.
vicinity of the proposed Meade Number 4.

Q Could you give us the 1egai descriptions of those
two wells in the west half of Seétion 5 and discuss how they

differ or one might differ from the ordinary spcing? 'l

A The Joyce well was drilled upor. Unit F of the
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oo e e

1 Section 5. The prpposéd Belco Number 4 Meade is proposed

-

g G g

2 TR S ]

2| to be Arilled nineteen hundred and eighty feet from the

3 wese line and six hundred and sixty feet from the south line

e AR

A4

§ 4 which is an unorthodox location, and I might add that on the
u%ig _ 5 .exhib;t the west half and the location of the proposed well i
:E g : el outlined in colore, yellow and red.
:§ k T 0 Where would be aﬁ orthodox.loc&ti6n invﬁhﬁt west
”g'g ' j 8 half of Section 5, or more fﬁﬁh’one if there is sﬁch;a-thing?
E‘ r K A - There are additiondi 6rthodox locatiohs."iﬁe
1% 10 | orthodox locations wculd be, of course, nineteoﬁ“hﬁhdréd and
“% w‘if éi@ﬁi&5feet frdﬁtihe soﬁthAiine and nineteen ﬁuﬁ&téa:ahd

12 eighty feet from the -- six huhdred and sixty feet from the

13 fvest liﬁe‘ox nineteen hundred and eighty feet from tég_norih

Phone (565) 982-9212

14" line and six hundred and sixty feet from the west line.

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

15 - Q On your Exhibit Five here, are all the walls shown

sid f,morr_ish reporting ;se_rvibe

VPR G e

W e AR BE

18§ here circled, do they go to the Pennsylvanian formation

G

5

17 which you propose?

18 A The Pennsylvanian penetrations are shown by the
19 | circles. |

20 Q Reférring to what has been marked as Exhibit Six,
2 would you explain it, please?

22 A Exhibit Number Six iz a geological structures map
23 which is an interpretative top of the Lower Morrow. _IF

24 illustrates the proposed hnorthodox 1océtion of the ﬂaade

25 || Number 4. It illustrates that Belco has proposed the Meade

W W W W W
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1 Number 4 at a location which we feel will best insure that
i . 2 gas that can be recovered under the west half of Section 5

3 will=be recovered at th‘is location and that there will be no

e o 4 waate of this gas under the Wﬁst half of Section S, and
5 further that there will be pxotection of correlative rights

& of the leasees and the leasors‘under the west hali of Section

NSRRI A N s e gy N
: [
T

e

%E’ 7| s. |
d%{: . 8 , In addition, the orthodox locations are considered/
E.H g o by Belco to be of sufficient geological risk to the pobnt
Eia<‘ .E §~ 10 ‘that the justification of three hundred and sixty-seven
gf: iggﬁ 11 thousand dollars for dry hole cost probably cannot be

% . %%g%g 12 justified for orthbdox locations,'and therefore, BélcOAhaa
§ L E%i% 13 proposed this unorthodox location which in our opinion will
: {: '§ %%g 14| be the most likely 1ocatlon within the west half to protect:
. .:ug 15 the correlative rights and to insure that the gas will be

: wvé 16. obtained.

17 Q Could you briefly Ziscuss the geology of the area

. o F:i-4
—

v ‘ 18| to Justify your reasons for this proposed unorthodox location

18 A As can be seen from the geological map, Belco

&

20 did drill this John Joyce well. It was felt at that time I

21 that we would have sufficient stratigraphy in the Morrow "

22 formation, as well as adedquate structural position to insure

23 a productive well., The well- did sncounter some gas, we

24 did test gas to surface, it was in insufficient quantity

25 to present a completion. - The primary concern i8 the

¥ w
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stratigraphy“of the Morrow formation. There are a good
number of sands within the four hundred and fifty to five
hqndreg foot ihferval.of the objective section. There were
no . other objective sands aﬁa as a result th- Joyce well was
abandoned. “

But upon re-apa{zSQéfﬁgsgd upon:the completions

of cther wells in.the area and reinterpretations»bf what

statigraphy we have been able to interpret, we fé1t5£hat

we would be abandoning any attempts to recover ﬁhﬁtrwe believ

to be gas under most, if not all, of the west half of Sectionj

5 if we did not pursue an unorthodox location such'éa
proposed by the Meade Number 4,

o In view of the gas to surface in the Number 1 Joyce
do “you consider that the entire west half is underlain by
gaé? |

A I do not. As»I mehtioned the objective section
is betweén four hundred and-fifty and five hundred feet
thick. There are a good number of sands. We tested over a
wide interval, we tested néarly all of the Morrow gsection.
There are very rapid changes in the reservoir quzlity of
the Morrow formation and in my opinion the penetration of
the Joyce Number 1 condemned the bore hole.

Q In other words, it condemned the bore hole, but |

it 414 rnot necessarily condemn the rast of the west half fromJ

having gas underlying it?
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. 1 " A That is my opinion. '
‘e ,- y l
j}i 2 e You mentioned that the unorthodox location would

& coo %fi 3 tend to prevent waste, are you speaking of,phyéical’Waste

L é‘g a o£~ecomonic waste? |

| \ %I: o 5 A Primarily I am sﬁéaking of economic waste since “
-§ F 6 it seems unlikely that in Viéw of -the present well control
g‘? 7 and the bresent interpretaﬁidh of the Morrow geology in this»w
H 3 v L
';{2' 8.4 iﬁstance that it is unlikely that anyone would attempt to
: . . -
;{s e drill =n additional orthodox location. Ve feel thaﬁ an
; ! 10 unorthndox 10catién‘preséﬁ£é‘kith the present iﬁforﬁétidﬁ,
ERT ’ ‘
1

11 the best possible chance to recover. those products that

12| may be available in the west half of Section 5.

L GRS
-

13 | Q Are there any other reasons why you would prefer

General Court Reporting Service
. Phone (505) 982-9212

825 Calle Mejiz, No. 122, Santa Fe, New Mexico 87501

14 not drilling at a standard location one location north?

15 E‘» The one location north posesg two separate problems.

A TSI

s

. sid mdrrish reporting service

2o,

VO A Gy

16 [ The orthodox location thirteen hundred and twenty feet

s

17 north of the proposed location has in our opinicn a con=

e

18 siderably higher geological risk. It is approaching the

S

't
-’k’.‘\ ohd

e 19 Joyce we)i and the implied stratigraphic alterations and

20 may be a case where it might be a well that might be unproduc

21 tive and possibly out right dry. If not out right dry, it

22 could pose a greater problem because of the“teﬁdency on the

23 part of most operators to attempt a completion that should

24 not have been attempted.

26 The second part of that is that we have a lease.

¥ W W
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i,

*
-

g Therevhappgns-to be a resident with a home in that ﬁicinity
: gr; 2 | and.the orgbodox‘loéation would imperil the residential
 § | 3| grounds, a;ﬁ)ﬁin fact; we are faced with a lease restriction
%{; 4 for 8rilling within the proximity of the iesidence. a
| % E 5 0 Do you have any 6£h'er data to ‘pres"em‘: to the I ;
(; E’ 6 ‘ CgmnisSion or information con-cerni-ng the geological éspects
g ! 7]_ of thiévunorthodox 1océ€idqg: 
5 %!: 8 A~ I can only pepeaé that in my opinion for-ﬁgé , }
5 _ L : N

9 recovery of gas in the west hﬁlf-of Section 5,-§ﬁe ﬁﬁprthoa'

.

Bl §resent in this west half from which we can recover these

12 “gasges.

porting Service

-82$ Calle Mgjia, No.'122, Santa Fe, New Mexico 87501

13 "0 Referring to the forced pooling aspects of this

Phone (505) 982-9212

14 application, do you have a recommendation to_ghé Commission

AN g B R R g g 5 e
z .

B BE XE

General Court Re

I
10 location presents the mbét’likély location.that we ‘believe
15 as to the penalty fofkthe non:joining parties to the drilling

sid morrish reporting service

16| of this well?

S R

.‘
.
"

17 v A I think that in view of the fact that we have

T e
DR

18| drilled a dry hole which I might add, did cost Belco in

ey
"

19 this same order of magnitude that this one is estimated to

20 cost. The map illustrates that there is a potential

K ‘saddle of sorts, which may or may not be affecting the

22 stratigraphy of.the Morrow lying at the 1écation, and for
23 these reasons I am recommending a penalty provision of

24 two hundred percent.

25 Q Is the risk in this area ébmpafable, in your opinioy,

| N

wroEm W W W




1

i ' : e / 1 or higher or lower than in the South Carlsbad area geherally?
5; g{: 2 | A I think this is perhaps comparable. . There are ”
%!‘ 3 ‘some cases where the penaltyﬁérovisions are somewhat less,
;’i 4|l and in other cases the penalty provisions are approximately.
373{2 | 5 the same. In the case of the John Joyce a pehalty proviéion
% . 6|| o©f one hundred percent wasﬁgiVen in that matter.:
8 . e .
:gli 7 0  Have you a'recom@éﬁdation to the Commigsibn'in the ||
;_éigf 8 evsnt of approval hereih;aé to the a@ount of adminiéﬁrative
~§f? g sn {§Verhead which might be'charéed herein? | | ”
ﬁ L4 -g E_ 10 A  Yes, I'm rec_ommen‘ciing ‘that a monthly supéﬁisory "
' ;; : 3332 1) charge of seventeen hunar‘ed_" and fifty‘dolla'fs be made
% ts gg‘éé 12 | while drilling, and a monthly supervisory charge -of two
S Ef;?g 13]  hundred and fifty dollars be given for a completed well.
. =g
- E '§ %éé 14 @ To your knowledge and belief are these charges in
; g gog 1§J line with those charged‘by c;ther \o‘perators in the area?
; é 16-r ' A Yes, we have made a study, a calculated study of
y ? E 17 the opetat"ionai- charges that are being made by other
. Z‘ s 18 operators 1n the area, the nost common being Cities Service,
L 19 ‘ with the greatest number of penetrations in‘ £his‘ particular ‘
% E 20 area and our charges are in line and slightly less than the
| 21| most recent charges.
: L 22“ 0 Does Belco desire to be named as operator of this l
L 23 well and unit?
- 24 rh A Yes, I recommend that Belco be named the pp’ératof
b

25 of this well and unit.
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. MR, STEVENS: I have no further questions, Mr.

‘Examiner.

CROSS EXAMINRATION
BY MR. STAMETS:

Q‘: Mr. Nering, what is the location of the residence
you referred to? '

‘L It is lying aéprd#fmately, the boundariesfdf -
it<isn't\$ single buiiding, it is a set of grounds Ehat
belong to the Meade family, and the periimeter ls ﬁiﬁﬁin
two hundred feet of the ext§§ior boundary of the orthodox
location square. And I ﬁighﬁ also add that the loc#ﬁion

square also involves the location of a U. S. Highw;y;.for

- the orthodox_locatiqn.

(s} That would be the one orthodox locaﬁionkih ;4v

L Lying to tﬁe north, thirtéen hundred and twenty
feet due north of the proposed location.

0. Okay: Mr. Nering,‘is it possible, considering
the Morrow formation, that you might encounter productive
horizons in the Morrow at your location that would not be
contacted in any other weli?

A It is quite possible.

0 In that case you would recover gas that would not
be produced in any other well?

A That is correct.

0. And that would serve *+¢ prevent waste?
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MR. STAMETS: Any other questions of the witness?

MR. CARR: Mr, Examiner, we have recei#ed"a

" Company, Southwestern Regidﬁgi'ﬁanagar.

telegram from Cities Service Oil Companf recommendihg

is over the signature of Gené»Motter, Cities Service;oil

MR. STAMETS: The witness may be excused if there

is ' nothing further.

MR. STEVEHS& nx.?Examiner, I might ask the-

Commission to take admin;sfrative notice of the number of

unorthodox locations that are appro#ed in the Sduth'éarlsbadf

Burtun Flats area in its deliberation of thisréqse, 

ment.

MR, STAMETS: The Case will be taken~unééf,advi§e-

approval of Belco‘s appiicution in this Case. The telegram “
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sid morrish reporting service
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General Court Reporting Service

825 Calle Mejia, No. 122, Santa Fe, New Mexico R

Pkone (505) 982-9212
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beforé the New Mexico 0il Conservation Commission was reporte

by m‘e,' and the same is atrue and correct recor’d'_ of the said

State of New Maxico )
h Yy @&s.
County of Santa Fe ) '

~

. I, SIDNEY F. MORRISH, a court reporter, do hereby

certify that the foregoing and attached Transcript of Hearing

proceedings to, the bestc of my knowledge, skill and ability.

s;f{ney Fg’/ Morrish, Court Reportdy

i




. BEFORE THE OIL CONSERVATION COMMISSIvi
’ 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:

B SN

S SN

CASE NO. 5567
Order No. R-5111

;
g %
s § APPLICATION OF BELCO PETROLEUM
o "8 - CORPORATION FOR COMPULSORY POOLING
& ¥ i AND AN UNURTHODOX LOCATION, EDDY
§ : COUNTY, NZW MEXICO.
oy
T ORDER OF THE COMMISSION
A BY THE COMMISSION:
‘l“yﬁ. . ' This cause came on for hearing at 9 a.m. on October 8, 1975,
o at Santz Fe, New Mexico, before Examiner Richard L. Stamets.
T ?g . NOW, on this_2]st day of Octobsr, 1975, the Commission,
<. § a quorum being present, having considered the testimony, the
“og o record, and the recomme~dations of the Examiner, and being
R - , fully advised in the promises,

FINDS:

-
rLouie

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

ey

(2) That the applicant, Belco Petroleum Corporation,
seaks an order pooling all mineral interests in the Pennsyl-
vanian formation underlying the W/2 ¢f Section 5, Township 22
South, Range 27 East, NMPM, Eddy County, New Mexico. ,

p !
A
: A
A B

w
s
i

(3) That the applicant has the right to drill anl rroposes
to drill a well at an unorthodox location 660 feet from the
South line and 1980 feet from the West line of said Section 5.

(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
recaive without unnecessary expense his just and fair share
of the gas in said pool, the subject application should be
approved by pooling all mineral interests, whataver they may
be, within said unit.

) v t A R
RO LGRS IR Lot Lo i




| ~2-
i Case No., 5567
ﬁ Order No. R-5111

} (6) That the applicant should be designated the operator
. 9f the subject well and unit.

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

e ' (8) That any non-conseénting working interest owner that
. S does not pay his share of estimated well costs should have
S . : withheld 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.
i

(9) Vhat any non-conrenting interest: {.ner should be
afforded tae opportunity to object to iiia actual well costs
but that actual well costs should be adopted as the reasonable
wall costs in the absence of suca objection.

e A Sy Ly L

PR

&mw'&:mwmwm O

(10) That following determination of reasonable well costs, ,
any non-consenting working interest cwner that has paid his : |
share of estimated costs should pay to the operatoxr 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 $1750.00 per month should be fixed as a
reasonable charge for supervision (combined fixed rates)
while drilling, and that $250.00 per month should be fixed
ag a reasonable charge for supervision while producing; that
the cperator should be authorized to withhold from production
the pruportionate share of such supervision charge attributable
to each non-consenting working interest, and in addition thereto,
the operator should be authorized to withhoid from production
the propor+ionate share of actual expenditures required for
operating the subject well, not in excess of what are reasonable,
attributable to each non-consenting working interest.

T N D I W PR - e

AN I Vo
A

(12) That all proceeds from production from the subject
well which are not disbursad for any reason should be placed
iy escrow to be paia to the true owner thereof . uu demand and
proof of ownership.

LA IO R

(13) That upon the failure of the operator of said pocled
unit to commence drilling ol the well to which said unit is
dedicated on or before January 15, 1876, the order pooling
Cae said unit should become null and void and of no effect

e _ whatsoever.
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iCase No. 5567
1Order No. R-511l1

|
| IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
in the Pennsylvanian formation underlying the W/2 of Section 5,
Township 22 South, Range 27 East, NMPM, Eddy County, New
|Mexico, are heredy pooled to form a standard 320-acre gas
spacing and proration unit to be dedicated to a well to be
drilled at an unoxthodox location 660 feet from the South line
arnd 1980 feet from the West line of said Section 5.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the 15th day
of January, 1276, and shall thereafter continue the drilling
of said well with due diligence to a depth sufficient to test
the Ponnsylvanian formation:

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the 15th day
of January, 1976, Order (1) of this order shall be nuli and
void and of no effect vhatsoever; unless the operator shall
obtain =z time extension from the Commission for good cause
shown.

PROVIDED PURTHER, that should said wvell not be drilled to
completion,.or abandonment, within 120 days after commencement
thareof, said operator shall appear before the Commission and
show cause why Order (i) of this order should not be rescinded.

(2) That Belco retroleum COrporation is hereby desiqnated
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 oparator shall
furnish the Commission and each known working interest ownexr
in the subject 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 pays his share of estimated well costs uas pro-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.

(5) That the operator shalli 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-
mission and the Commission has not objected within 45 days
tfollowing receipt of said schedule, the actual well costs shall
be the reasonable well costs: provided however, that if there
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Case No. 5567
Order No. R-5111

¢ is an objection to actual well costs within said 45-day period
S 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 estimuated 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.

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

(A) The pro rata shavre ¢f reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days fxom ths
date the schedule of estimated well costs i=s
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 working interest owner
who has not paid his share o. 2stimated well
costs within 30 days from the date the schedule
of estimated well costs is furnished to him.

M

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

....

drilling, and that $250.00 per month is heraby fixed as a
reasonable charge for supervision while pro@‘q;ng. that the
operator is hereby authorized to withhold frim production
the proportionate share of such supervision charge attributabla
to each non-consenting working interest, and in addition
thereto, the ovperatox is hereby authorized to withhold from
production ths propertionate share of actual expenditures
required for operating such well, not in excess of what are
i:fsonable, attributable to each non~consenting working

terest.

(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
S .charges under thc texms of this order.
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Case No. 5567 -
Order No. R-5111 :

(11) That any well costs or charges which are tc 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
well which are not disbursed for any reason shali be placed in
escrow in Eddy County, New Mexico, t© be paid to thea true owmer
thereof upcon demend and proof of ownership, that the operator
shall notify the Commission of the name and address of said
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 neces-

sary.

DONE at Santa Fe, New Mexico, oo the day and year hc:einabove
designated.

STATE OF NEW MEXICO

OIL CONSERVATION fggg;SSION

PHIL R. Lﬂﬂzao, Chairman

SEAL

dr/
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NEW- HEXIGO STATE LAND OFFICE BLDG
SANTA FE ‘WM 87581 ' '
CITIES SERVICE OIL ‘COMPANY. RECOHHENDS APPROVAL CF BELCO PETROLEUM

PHS NEV MEXICO OIL CONSERVATION COMMISSION ATTN JOE RAHEY, DLR

CORPORATION'S. REQUEST IN.CASE NUMBER 5567 FOR COMPULSORY COOLING OF
ALL MiNERAL INTERESTS IN THE PENNSYLVANIAN FORMATION UNDERLYING THE

‘WEST MALF SECTION 5 122S R27E NMPM EDDY COUNTY NEW MEXICO AND FOR A%

WORTHODOX LOCATION OF A WELL TO BE' DRILLED 663 FEET FSL 1988 FEET
FWL SECTION 5 SUBJECT TO AN ACCEPTABLE ESTIMATED WELL COST

E F MOTTER CITIES SERVICE OIL
 SOUTHWEST REGION -

1153 EST
IPMFEKA SANA -

R AL e e

COMPANY ENGINEERING MANAGER
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" TR G O1L CONSERVATION COMMISSiON

% N STATE OF NEW MEXICO

- 5 ot P. 0. BOX 2088 - SANTA FE :
s ' 5 ) ' 87501 , ;
g VDIRECTOR LAND COMMISSIONER . . STATE GEOLOGIST "

& JOED.RAMEY PHIL R. LUCERO EMERY C. ARNOLD - ;

A October 24, 1975

3 i

Re: CASE NO. 5567 ;

TR

Donald G. Stevens -~ -~ ORDER NO. R-5311l
- Attorney at Law

-Post Office Box 1797 -

Santa Fe, New Mexico Applicant:

Belco Petroleum'Corporation

Dear Sir:

EELREICL AT NI, | R oot Bl A e it

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

,Yours very truly,

\ / / > //‘
\ e ,_: /
’ f 11‘ % R -//

JOE D. RAMEY S

P O Sk R A P

R R L T T e RV L T 2 o8

p/Dlggctor
JDR/ £d
;;liz Copy of order also sent to: i
N Hobbs OCC___ X
Vo Artesia OCC_ X
. Aztec 0CC -

Other Michael P. Grace, M. B. Biggs, Vaughn F. Haynes,
W. W. Calentine
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Cittes Service 011l Company

800 Vaughn Bldg.
Kidland, Texas
Attention: J. Frank Riney

Beren Corporation
870 Fourth Financial Center

September 26, 1975

M. B. Biggs
209 Hoore Drive
Carlsbad, New Mexico

Vaughn'F. Haynes
400 Vlest 30th

Wichfta, Kansas 67202 Farmington, New Mexico

Attention: Robert M. Beren W. W. Calentine

Michael P. Graca P. 0. Box 898
P. 0. Box 1418 , Winkelman, Arizona 85292
Carlshad, New Mexico o - ‘

Re: Avalon Prospect
Belco #4-Mead well
H/2 Section 5, 1225, R27E
Eddy County, Hew lexico

Gentlemen: T L , i

. By ietter of September 11, 1975, Belco Petroleum Corporation
proposed the dritling of an 11, 600" ﬁorrow test at a location 1980'
FHL and 660' FSL of Section 5, T22$ R27E, Eddv County, New Mexico.

It was thought at the time that we propcsed the well that the
test would commence immediately; however, Belco has secured the
necessary extensions of our leases and we now expect the well to
commence around Hovember 3, 1975. Enclosed for your consideration. ... -
is Belco's AFE covering the cost of drilling this well., You will TR :
note that we estimate a cost to casing point of $367,000 and the ST :
cost of a completed well to be $575,000.

He vould appreciate your early consideration of our proposal ' i
and we will furnish a copy of the proposed Operating Agrecement as IR
soon as it is available from our Houston office. Should you have

any questions, please contact the undersigned.

. - Yeurs very tru]y
BEFORE EXANH\LR 51 AM(J 5 BEQ.CO PETPLLEUM CORPORATION
OIL CONSERVATION COMMISION - ¢ “/47—“

: EXHIBITNO.__ &0 ¥ 1- R
3 -0, %A, Pattersan
JAP/iu - CASENO. g &EZ i Pattarsan
Attacm'rngubmmed by E »

Hearing Dote,,\_,.

e T




September 18, 1975

¢Carlsbad. New Mexico

‘ »~d. B. Biggs
209 Moore Orive
Carisbad, New Mexico

Yaughn F. Haynes : ,
400 West 30th ‘ ‘
_Farmington. Hew Mexico

W. W. Calentine
P. 0. Box 898
Winkeiman, Arizona 85292 i
Re: Avalon Prospect
Belco #4-Mead well ,
W/2 Section 5; T22S, R27E
; Eddy County, New Mexico
Gentlemen:

Belco Petroleum Corporation pioposes tc.drill an 11 600' Morrow
test to be located 1980' FHL and 660' FNL of Section 5, T22$ R27E,
Eddy County, Hew Mexico.

o - “ 2 - . . Y | N
o e A R e o e O R e e sy

According tc our information:

Mr. M. P. Grace owns Lot E in Block 130, Riverview
Subdivision, City of Carisbad and Lots 9 and 12,
Block 125, Riverview Subdivision, City of Carlsbad;

Mr. M. B, Bigct “rms Lot 23, Block 125, Riverview
Subdivision, Uity of Carlsbad;

Mr. Vaughn F, Haynes owns Lot 4, Block 125, Riverview
Subdivision, City of Carlsbad, and

Mr. W, W. Calentine owns Lot 13, Block 125 Riverview
Subdivision, City of Carlsbad.

A1l of these lots are currently unleased.

It is our intention to commence the above-referenced test imme-
diately and we herein offer to purchase an 0i1 and Gas Lease covering
your specific tracts as outlinad above at a consideration of $250 per
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Avalon Prospect
Belco #4-Mead
£ddy Co., H.M.

Page Two

net mineral acre for a one-year primary term lease and providing for
a 3/16th base royalty. As an alternative, you may wish to join with
Belco in the drilléng of this test and pay your proportionate part of
the cost of drilling the test. We estimate the cost of tiis well to
be approximately-$535.000 for a completed producer. If you shouid
desire to join us, please let me know at your very earliest conven-
jence and I will send you a copy of the prdposed Uperating Agreement
and an AFE covering the cost of the well for your consideration.

0f course, you also have the option to elect to be force :
pooled in this matter. If this 1s your preference, I would appreciate
your indicating same fn the space provided below on the enclosed ‘extra
copy of this letter and veturning it to me at your earliest convenience.
I am enclosing a stemped, se]lf-addressed ‘envelope for your convenience

e will greatly appreciate your advising us in the verylﬁear
future as to your wishes on this matter. If you should have any ques-
tions, please feel free to contact me &t any time.

Yours very truly,
8ELCO PETROLEUM CORPORATION

J. A. Patterson
District Landmin
JAP/MW
Attachments

ew
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AEVISION l l BELCO PEITHULEUM CURPURATIUN COMPANY 05
REV. DY. . AUTHORIZATION FOR EXPENDITURE AFE NO. 3 A
10
SO, CHG, PROPERYY MNAME & NUMBER [27) . J AUTH. DATE {6) __-_I‘O(’_AT!ON tz7)
] 2 5 11 97133 43j14 e
18 Mead #. Sec 5, T-22-S, R-27-E
YYPE OF WORK (2)) P. DEPTH {3} FORMATION FIELO NAME CONTRACTOR -G TYPE
§& . spla9 9 -
Development -~ Gas 11,700 Morrow Avalon Rotary
so. |cHa, PROSPFECY NAME (22} SYAYTE {3%) COUNTY { PARISH [15) CORP, V2.1,
1 2 5 1y . _ 32 33 47 |sre 62 |63 CSG.pPY., 21|72 COMPL., 80
‘;)gw Avalon New Mexico Eddy :
NO MORE THAN NINE DIGITS PER COLUMNVHOLE DOLLARS ONLY
SLC DT PROPERTY NO. . _ ;‘_C:G-_i;é-(] cosT T 9.03'_;-;69_515 [ TOTALCOSY _ .
20 INTANGIBLE EXCENSE L 21 32 124 Py
18 20
Rig Expenditura :
Move In & Qut___.. = -
Drilting 10,000 rre$._12.00 _fFu 120,000,
" Daywork 15 Davs @ $2900 = 13,500
Completion/W.0. Uait___15 Days @ $600 = 9,000 | .
218 Toia! Rig Expanditure {8163, 500 3 9,000 $172,500 |
612 | Location- Rozds, Row & Damages 20,000 —. 2,000 22:000. }!
204 Contract Profzssionel Services 6,700 3,000 95 )0 :
210 klise, Contract Labor S,000 5,000 8,000 '\’
4181  Mud & Additives. 12,000 | ___ 2,000 14,000 |
220 Mud Logging 1,700 , 1,700 |
424 Bits 15,000 1,200 16,200 -}
228|  Tubular Testing/Inspection 3,500 1,200 -} - 4,700 f
230 CSG/TBG Crevs/Tools 4,000 2,000y . 6,000 |
422 | - Float £n., Cent & Scraichers 2,500 4,500/ 700 |
420 | Cemant & Additives___ : 15,000 4,000 - 19,000 §
235 Pump Truck/Skid Unit Serv. & Cmt. Tooh :
222 Coring & Anzlysis e : _
224 Elzc. Line - Logs, Parf, Production, Etc. 1Z2,000 4,500 17,500 ‘
225 | Well Testing- DST, Wirzline, Etc. 3,500 1,500 5,000 |
512 | Eq. Rntls. - Surface/Dosnhole 12,000 2,060 . 14,000
950 |+ Directiona! Drilling Expznse
4 Transportation - Lend - Marine 3,000 1,000 4,000 %
-610 Fuel, Power & Viater 15,009 1,000 16,000 :
030 VYell Stimulaticn _ 6,000 6,000 [
203 Insurance & Boads_ _ - . :
920 tdisc. & Continzzncy — 28,600 ). 8,100 | __ 33,700 _
TOTAL INTANGIBLE EXPENSE $324,000 $ 53,000 . $377,060 |
55._|_CHG. T CSE.Fr. 65T | . COmFL CosT | ISTALCOST ]
"o TANGIBLE EXPENSE 732 736 (
€36, & LINER
Grive 13 0.DeS . _IFt.=
Cend. 30 _ g 30" _opes 35.00 s - 1,050
Sort. 400 . 13-3/8" opes _15.05 k. - 6,020
. 3000 Fi___9-5/8" opes_10.87 /Fr-___ 32,610
Proz. 11,700 _ f:. 5-1/2" obes. _6.87 /.= 2a,379
Linzr Fit. 0.0@$ JFt. = . R e I— ST
s | ToTAL $ 39,680 $ 80,379 | $120,059
=2 TUBING 11,700 F-. 2-7/78" o.0es  3.20 jFr.- 57,440 27,440 37, 440
430 V:ELLHEAD EGLPT. 3,320 7,020 10,320 -
433 ViELL PROD. EQUIPT.-SUAFACE 1,181 — 1,181
22 “ZLL PROD. ECUPT.-DONNHOLE . 4,000 4,000
€52 PROD. FACILITIZS- TANKS, ZQUIFT. & LINES 25 , 000 - 25,000
450 PIARINE PLATFORMS
: £ F3HORE PRND. FACHITIES
€52 | OFFSHORE PRAD. FACH ILES mw&m_}__
o oraL ggggmsei TON COMM™ i w— 4 542,000 4 $1ss,000 | $198,000
T Top e Q. _ J $367,000 $208,000 $575,000

4

b CASE NO. TrsENO._ S5l

—

Submitted bY‘:@g—"""’

Hearing Date
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Docket No. 24-75

Dockets Nos. 25-75 and 26-75 are tentatively set for hearing on October !5 and
October 22, 1975. Applications fer hearing must be filed at least 22 days in
advance of hearing date. i

DOCKET: EXAMINER HEARING - WEDNESDAY - OCTOBER 8, 1975

9 A.M. - OTL CONSERVATION COMMISSION CONFERENCE ROO:I,
- STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

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

‘CASE 5048: (Continued from September 10, 1¢75 Examiner Heaving)

In the matter of Case No. 5048 being reopened pursuant to the pro-
-visions of Order No. R-4637 which order established the South
Dagger Draw-Upper Pennsylvanian Associated Pool and promulgﬂted
special pool rules therefor, including provisions for 320—acre
proration-units and a limiting gas-oil ratio of 8,000 to 1. All
.interested parties may appear and show cause why said special

pool rules should remain in effect.

..CASE 5551: (Confinued from September 10, 1975 Examiner Heariﬁg)

_Application of Dalport 01l Corporation and Burk Royalty Co. for
compulsory pooling and an unorthodox gas well location, Chaves
County, New Mexico. Applicants, in the above~styled cause, seek
an order pooling all mineral interests in the Queen formation
undérlying the W/2 of Section 17, Township 12 South, Range 31 East,
Southeast Chaves-Queen Gas Area, Chaves County, New Mexico, to be
dedicated ro a well drilled at an unorthodox location 660 feet
from the South and West lines of said Section 17. Also to be con-
sidered will be the cost of drilling and completing said well and
the allocation of the cost thereof, as well as actual operating
costs and charges for supervision. Also to be considered will be
“the designation of the applicant as the operator of the well and
a charge for the risk involved in drilling said well.

CASE 5555: (Continued from September 24, 1975 Examiner Hearing)

Application of Lone Star Producing Company for salt water disposal,
Lea County, New Mexico. Applicant, in the above-styled cause,
seeks authority to dispose of produced water into the Devonian
formation through the open-kole interval from 12,180 feet to 12,226
feet in its Santa Fe Well No. 2 located in Unit O of Section 19,
Township 9 South, Range 37 East, East Crossroads~Devonian Pool,

Lea County, New Mexico.

H

CASE 5563: Application of Llano, Inc. for a unit agreement, Lea and Eddy

Counties, New Mexico. Applicant, -in the above-styled cause, seeks
approval for the Lusk Strawn Deep Unit Area comprising 20,864 acres,
more or less, of State and Federal lands in Townships 18, 19, and
20 South, Ranges 31 and 32 Bast, Lusk Strawn Pool, Lea and Eddy
Counties, New Mexico.
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¥ i . ° CASE 5564:

CASE 5565:

CASE 5566:

CASE 5567:

Fxamiver Hearing - Wednesday - October 8, 1975 Docket No. 24-75

-2~

;'

Application of Llzno, Inc “for a pressure maintenance project,

Lea and Eddy Counties, New'Mexico. Applicant, in the above-styled
cause, seeks authority to institute a pilot pressure maintenance
project in the Lusk Strawn Pool, Lea and Eddy Counties, New Mexico,
by the injection of gas into thé Strawn formation through two wells
in itq Lusk Strawn Deep Unit Area. Applicant further seeks rules
governing said project, including but not limited to provision for
expansion of the project area, placing additional wells on injec-
tion, changes in injection pattern for sweep effic1ency and deter-
mination of project allowable.

Application of Atlantic Richfield Company for a waterflood project,
Lea County, New Mexico. Applicant, in the above-styled cause,
seeks authority to institute a waterflood project in the Vacuum
Grayburg—~San Andres Pool by injection of water through seven wells
on its State '"B" and State '"C' Leases, six of salad wells ‘being con~
verted producers located in Units C, E, I, K, M, and O of 3ection
32, Township 17 South, Rarnge 34 East, Lea County, New Mexico, and
the seventh being a new well drilled at an unorthodox locatior 250
feet from the South line and 2250 feet from the West 'line of said
Section 32. Applicant further seeks an administrative procedure
whereby the project area could be expanded and additional wells ,
at standard und non-standard locations put on injection and: groduction.

Application of James P. Graham for a non-standard proration unit

and compulsory pooling, Chaves County, New Mexico. Applicant, in
the above-styled cause, seeks' an order pooiing all mfneral interésts
underlying a non-standard oil proration unit comprising the owla
NR/4 SE/4, NW/4 SE/4 SE/4, NE/4 SW/4 SE/4, and the SE/4 NW/4 SE/4

‘of Section 12, Township 13 South, Range 31 East, Caprock Queen Pool,

Chaves County, New Mexico, to be dedicated to a well to be drilled
at an unorthodox location 1340 feet from the South Iine and 1300
feet from the East line of said Section 12, said location having
been previously been approved by Order No. R-4750. Also to be con-
sidered will be the cost of ‘drilling and completing said well and
the allocation of such costs, as well as actual operating costs and
charges for supervision. Also to be considered is the designation
of applicant as operator of the well and a charge for risk involved
in drilling said well, :

Application of Belco Petroleum Corporation for compulsory pooling
and an unorthodox location, Eddy County, New Mexico. Applicant,
in the above-styleu taiise, seeks an order pooling all mineral
interests in the Pennsylvaiilan formation underlying the W/2 of
Section 5, Township 22 South, Range 27 East, Eddy County, New
Mexico, to be dedicated to a well to be drilled at an unorthodox
location 660 feet from the South line and 1980 feet from the West
line of said Section 5. Also to be considered will be the cost
of drilling and completing said well and the allocaticn of the
cost thereof, as well as actual operating costs and charges for
supervision. Also to be considered will be the designation of the
applicant as the operator of the well and a charge for the risk
involved in drilling said well.
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Examiner Hearing - Wednesday - October 8, 1975 Docket No. 24-75
3=

CASE 5568: Application of Yates Petroleum Corporation f3r an unorthodox gas
well loliation, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks approval for the unorthodox locatiorn of its
ARCO EC Well ‘z to be drilled at a point 1980 feet from the

- . South line and 1100 feet from the East line of Section 36, Town-
ship 17 South, Range. 25 East, Eddy County, New Mexico, to have
dedicated the $/2 of said Section 36.

RS g g

SN

CASE 5569: Application of Yates Petroleum Corporation for amendment of cer-

. tain provisions of Rules 104 C. II (a) of the Geaweral Rules and
Regulations for acreage and well location requirements for gas
development wells in Southeastern New Mexico. Applicant, in the
above-styled cause, seeks to amend Rules 104 B.I(a) and 104 C.IX1(a)
to include the Wolicamp formation under the standard 320-acre gas
spacing and well location requirements for Southea'tern New Mexico,
or in the alternative, the applicant seecks special rules for gas
wells completed in the Wolfcamp formation in Township 17 Scuth,
Ranges 25-znd 26 East, Township 18 South, Ranges 24, 25, and 26
East, and Township 19 South, Ranges 23, 24, and 25 East, Eddy
County, New Mexico, providing for 320~acre spacing and wel’l loca-
tion requirements. e

‘CASE 5570: App11cation of Filon Exploration Corporation for salt water dis-

’ posal, ‘Sandoval County, New Mexico. Applicant, in the a2bove-~
styled cause, seeks authority to dispose of produced water by
injection into the Gallup formation through the perforated inter-

SR | val from approximately 3080 to 3600 feet in its Federal 11-C Well
S ffi 7 , No. 2, located in Upit P of Section 11, Township 19 North, Range
N 4 West, Sandoval County, New Mexico.
E . CASE 5571: Application of Robert G. Cox for amendment of Order No. R-4561,
, .ﬁ ' Eddy County, New Mexico. Applicant, in the above-styled cause,
3 seeks amendment of Order Nc. R-4561, which order permitted the

directional drilling of applicant's Federal "EA" Well No. 1,
located 330 feet from the North and West lines of Section 12,
Township 18 South, Range 27 East, Empire~Abo Pool, Eddy County,
New Mexico, in such a manner as to be bottomed within 100 feet
of the surface location. Applicant seeks the amendment of said
order to permit -bottoming of the suhject well approximately 58
feet from the North line and 8 feet from the West line of said
Section 12 and to permit verification of said downhole locatien
by single-shot directional surveys made concurrently with the
drilling of said well.
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Docket No. 25-75

Dockets Nos. 26-75 and 27-75 are tentar ‘7"2ly set for hearing on October 22 and.
November 5, 1975. Applications for hearing must be filed at least 22 days in
advance of hearing dateh

DOCKET: EXAMINER HEARING - WEDNESDAY - OCTOBER 15, 1975

9 A:M. -~ OIL CONSERVATION COMMISSION CONFERENCE ROOM.
__STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

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

ALLOWABLE: (1) Consideration of the allowable production of gas from Seven-
' ‘teen prorated pocls in Lea, Eddy, Roosevelt, and Chaves
Counties, New Mexico, for November, 1975.

(2) Consideration of the allowable production of gas from five
‘proratad pools in San Juan, Rio Arriba, and Sandoval Counties,
New Mexico, for November, 1J75
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Clee 5567

BEFORE THE

OIL CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF BELCO PETROLEUM CCRPORATION
FOR COMPULSORY POOLING AND AN
UNORTHODOX LOCATION,. EDDY COUNTY,
NEW MEXICO

APPLICATION.

A

COMES NOW, Belco Petroleum'Corporation, as provided by

Section €5-31-4, Néw Mexico Statutes, 1955} as amended, -

applies to the 0il conservation Commission of New Mexico for
an order pooling all the mineral interests in and under the

W/2 of Section 5, Township 22 South, Range 27 East, N.M.P.M.,

'Eddy County, New Mexico, in formations of Peﬁnsylvanian age or

older. Applicant further seeks authorization for an unorthodox

gas well location in said W/2 Section 5 to be designated as the
Belcé Petroleum Corporation #4 Mead. Said well would

be lécated 660 feet from the Southline and l980*feét from the

West;ine of Section 5, wanship 22 South, Range 27 East, N.M.P.M.

*as aﬁ exception to the provisions of Rule 2 of Order No. R-1670-H,
i

as amended, and in support thereof Applicant would show:

1. Applicant is the owner of the right to drill and

- develop the following described acreage: W/2 of Section 5,

Township 22 South, Range 27 East, N.M.P.M,

2. Applicant has obtained voluntary agreement for pooling
from all but the persons named below, whose addresses, and the
interests owned according to‘applicant's information and belief
are as follows:

Michael P. Grace , :
P.O. Box 1418 - Lot E, Block 130

Carlsbad, N.M. Lots 9, 12, Block 125 .50 acres
M. B, Biggs

209 Moore Drive . '

Carlsbad, N.M. Lot 23, Block 125 .23 acres

A e o e el

gy
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- Vaughn Haynes
~{+ 490 West 30th T
" Farmington, N.M, Lot 4, Block 125 .20 acres

A S AR

W, W. Calentine
i " o ) . P.Oo BOX 898

7 Winkelran, Arizona Lot 13, Block 125 .06 acres
¢ Cities Service 0il William Harry anéd Iona
» Company Juanita Younyg : :
“ P.O., Box 1919 Lot 14, Block 129 +299 ‘acres
Midland, Texas . Bruce F. and Zelda 4.
Robinson

Land 'in W/2SW/4, Sec. 5 8.280 acres
City of carlsbad
Tract 1, in NW/4NW/4,

Section 5 ‘ 6.300 acres
Tract 2, in NW/4NW/4,
" Section 5 10.350 acros

26.219 acres
: » more or less

‘3. Applicant requests that it be designated operator of
the pooled unit reqﬁested above.

‘4. Applicant has been unable to obtainr voluntary agreement
for ﬁhe pooling of the unpooled interests indicated in para-

_Tgraph12 above, and in ordér to avoid the drillipg of unnecessafy
wells to protect correlative rights; and to prevent waste, the
Comm#ssion shéuld ponl all interests in the spacing or proration
unitzas a,unit, | v

. . 5. The risk and expense of drilling and compleéing the
well is gréat and if the owners of th: other interests in the
W/2 Section 5 do not choose to pay their sharz of the cost of
drilling and completion, Applicant should be allowed a reason-
able charge for the supervision and a charge for the risk
involved in addition to recovery of the actual cost of"drilling
and completing the well.

6. Unless Apblicant“is granted approval of an unorthodox
gas well location as proposed herein, it will be denied its
righthto’obtain its just ahd equitable share of the gas ﬁnder~
lying its lands. |

7. Approval of ﬁhe aéplication will result in the recovery

B ’(" ' —2-
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the area will beﬂifotected.

WHEREFORE, Applicant respéctfully Yequests that the

Iinterests underlying the W/2 of Section 5, Township 22 South,

Range 27 East, N.MﬁP.M., Ed¢-- Couﬂty, New Mexico, grahtindhthe

nodox location réquested, and designating Applicant operator

recover itg costsﬂout of production inéluéibg a risk factor to

be determineqd by the Commission and with Provisions for the

Production to be allocateg among the owners ag their intersst

Premisesg.

Reépectfully Submitted,
BELCO PETROLEUM CORPORATION

DONALD G, STEVENS
P,O. Box 1797 ‘
Santa re, New Mexico 87501

ATTORNEY FOR APPLICANT
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DRAFT |
P BEFORE THE OIL CONSERVATION COMMISSION
4 OF THE STATE OF NEW MEXICO
IN THE MATTER OF THE HEARING -
@ ' CALLED BY THE OIL CONSERVATION
: | COMMISSION OF NEW MEXICO FOR |
L THE PURPOSE OF CONSIDERING: {:/
A C::§Y<:)4’t’//ﬁ‘é5sa NO. _ 5567
APPLICATION OF BELCO PETROLEUM / Crder No. R=-S/If
CORPORATION FOR COMPULSQRY POOLING T
_AND AN UNORTHODOX LOCATION, EDDY L
COUNTY, NEW MEXICO. .- .: \\;
4 /' . . B
T
LAY A N
F)
\/ OPDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on October 8 195
at Santa.Fe, New Mexico, before Examiner Richard L. STdmets -

‘MOW, on this day of__ October , 1975, the Commission, j
a quorum being present, having considered the testimony, the record, R
and the recommendations of the Examiner, and being fully advised o K
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. f ‘.

(2) That the épplicant, Belco Petroleum Corporation .

seeks an order pooling all mineral interests in the : oo 1

pne
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Pennsylivanian formation

of Section

S

, Township 22 South

underlying the

¥

Range

Eddy

W/2

27 East

NMPM, L/\v/\v/\ .

Mexico.

County, New

it/
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(3) That the app]icantdproposeS‘to drill a well at an

10 o P L L AR AL

unorthodox Tocation 660 feet from the South line and 1980 feet

from the West line of said Section 5.

protect correlative rig&ts, and to afford to the OWNner OF Sachweswstmai
2 ) 1 ¥ interest in said unit the cpportunity to recover or receive

{ without unnecessary expense his just and fair share of the gas

in said pool, %he subject apﬁiication should be approved by

et e

;p.~  § ’ pooling all mineral interests, whatever theymay be, within said
s unit. i , ;
(6) That the‘appiicant should be'designaﬁéd the operator

: of the subject well and unit.

5 - ‘ (7) That any non-consenting working interest owner should
s : pe afforded the opportunity to pay ¥'s share of estimated well

. | ‘. L L Fo
¥ o v costs to the operator in lieu of paying his share of reasonable I

' {
well costs out of production.

(8) That any non-consenting working interest owner that : i D T

»
§
v
pattosviia e

L

: does not pay his share of estimated well costs should have

Tj-«{i ; . withheld from production his share of the reasonable well costs

L = "8 ke o

o L
plus an additional _éZCWQ [0 thereof as a reasonable charge 'Ffor the

‘risk involved“in the drilling of 'the well.. ;o o
L i : i )
(9)- That any‘non-cOnsenting interest owner should be Do S

+

a
L4
T —

afforded the opportunity to object to the actual well costs but Lo : S

T

> 34 ' that actual well costs should be adopted as the reasonable well

costs in the absence of such objection. _ f X :

(10) ‘That following determination of reasonable well costs, %

any non-consenting working interest owner that has paid his

Mt e

PUPS USRS/ AT RPN SR

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

T T T T T i A A N

well costs exceed reasonable wéll costs.

Py
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(11) ‘fThat SIi%0.00 per month should be Tixed as a
regsonab@e gyarge for supervision (combined fixed rates)
while drilling, and that $280.00 per month should be fixed
as a reasonable charge for supervision while producing; that:
the operator should be authorized to withhold fiom proéuction
the proportionate share of such supervision charge attribuéable

to each non-consenting working interest, and in addition o

thereto, the operator should be authorized i

’ sh Y to withhold from
prodgctlon the_pr0p9rt10nate‘share of actuwal expenditures
required for operating the subject vell, not in excess of

what are reasonable, attributable to each n i
i i ' . on-c
working interest. onsenting

u Well, hdﬁ in exc of What are reasonable;
able to each non<gggfgﬁ£&n§ working'in;:;$§§r~”%//

(12) »That all proceeds from production from the subject
well which.are not-disbursed for any reason shoulélﬁgﬂgiéééérhw
in escrow to be paid to the true owner thereof uppn demand and
proof of owhéiship. —

(13) That upon the failure of the operator of said pooled

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

dedicated g@‘br before /6’?/995/, the order

pooling satd unit should become nuli and void and of no Z2ffect

whatsoever.

IT IS THEREFORE ORDERED:

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

s

in the PenﬁSy]vanian formation ﬁnderlyiﬁg the W/2

of Section § , Township 22 South Range 27 East , NMPM,

, Eddy County, New Mexico,

are hereby pooled to form a standard 5370‘ acre gas spacing

and proration unit to be dedicated to a well to be drilled
at an unorthodox location 660 feet from the Scuth 1ine and 1980
feet from the West line of said Section 5 o .

PROVIDED HOWEVER, that the operator of said unit shall

R 4
commence the drilling of said well on or before the A57A day

of /ﬂﬁuQQq.jg ' l?ﬁé, and shall thereafter continue the
v [¥

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

test the Pennsylvanian 4 formation;

PROVIDED FURTHER, that in the event said operator does not

commence the drilling of said well on or before the /52?day

ofcﬁth4M§z;__ﬁ, 1973, Order (1) of this order shall be null and

void and of no effect whatsoever; vilESS THE OPERATE WALt

ORTAIN A TTIME BYENGDY [Pom it ConMiesoN FOR @oob
TAVLS SHoAN, . . -
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PROVIDED FURTIER, that should said well not be drilled to

~completion, or abandonment, within 120 days after commencement

thereof, s~id operator shall appear before the Commissicon and

DA T RSN S o T L

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

(2) That Belco Petroleum Corporation is hereby designatea

e

the operator of the subject well and unit.
g . (3) That after the effective date of this order and within

‘30 days p}ior to commencing sa}d well, the operator shall furnish

oy e s it vt hdn e b o

‘the Commission and each known working interest owner’ in the subjec
‘unit an itemized schedule of estimated well costs. e o P

"t

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

festimated well costs is furnished to him, any non-consenting - |

4
1

working interest owner shall have the right to pay his share

3of-estimated well costs to the operato;_in lieu of paying his

:share of reacsonable well costs out of éroduction; and\fhat"any
?sucﬁ owher who pays his share of estimated well costs as pro- ; é
;vided above shall remain liable for operating costs but shall

not be liable for risk chargés.

(5) That the operator shall furnish the Commission and each

e v Y ———— s 3¢ —

fknown working interest owner an itemized schedule of actual well |
jcosts within 90 days following completion of the well; that if
;no objection to the actual well costs is received by the Com-

‘mission and the Commission has not objected within 45 days

L et me by t—— e - en

following receipt of said schedule, the actual well costs shall
fbe the reasonable well costs; provided however, that if there-w
‘is an Objectibn to actual well costs within said 45-day period
Tthe Commission will determine reasonable well costs aﬁter 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

R YA A L ;
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above shall pay toc tho operator his pro rZta sharc of the amount

that reasonable well costs exceed estimated well costs and shall

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

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

(A) The pro rata share of reasonable well costs
attributable”éo-each non~c5nseﬁting working
ineerest owner who has not paid his shafe of
estimated well cosfs’within 30 days from the
date the schedule of estimaﬁed well costs is
furnished to him.

(B) As a charge for the risk invgived in the
drilliﬁg‘of”the well, Zdﬁg ?2 of the pro rata

xehare of’reasonable well costs attribﬁtable
te each non-consenting working interest
owner who has not paid his share of estimated
weii costs within 30 days from the date the
schedule of estimated we&ll costs is furnished
to him.
(8% That the operator shail distribute said costs and

charges withheld from productlon to the parties who advanced

the well costs.

(9) That $ﬂ?%0.00 per month is hereby fixed as a' reason-
able charge for supervision (combined fixed rates) while
drilling, and that. 325@ 00 pex month is hereby fixed as a
reasonable charge ‘i or supervision while producing; 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
thereto, the operator is hereby authorized to withhold from
production the proportlonate share of actual expenditures
required for operating such well, not in excess of what are

‘reasonable, attrlbutable to each non- consentlng working

interest.
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: i Order No. R~ : .
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3 ,
£ i (10) That any unseverced mineral interest shall be considered
’ E a seven-cighths (7/8) wcrking interest and 12 one~eighth (1/8)
h'royalty interest for the purpose of allocating costs and charges
) :: under the terms of this order. .
1Y » ’ . M
SR ¥ (11) That any well costs or charges which are to be paid )
! : ' . ¢
i out of production shall be withheld only from the working :
b 5 4 ’ . §
. . interests share of production, .and no costs or charges shall H
- ! be withheld from production. attributable to royalty interests. T
E . = . : g
,,f, 'ﬂwg . “{12) That all proceeds fromiproduction from the subject : ‘v
s : . » ;
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 upoh demand and proof of ownership; that the opérator :
shall notify the Commission of the name and address of said : .
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 hécessary.i
DONE at Santa Fe, New Mexico, on the day and year hereinabove §
designated. ?
: i
I ? é
= § ; %
. {
i
g ;
{
;
!
;
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P.O.Box 19234

8707 Katy Freeway
Houston, Texas 77024
Tewphone(713)461-2662
Cabw:BELPETEX

Belco Petroleur Corporation

E! a Ico ¥ \,—-—-‘"..—“ (
ML CONSERVAT\ON COMM..
ganta FC \

October 29, 1975

e e e et S TR T

ervation conmission

New Mexico 0il Cons

p. 0. Box 2088
ganta Fe, New Mexito 87501
, RE: Ordér No. R-5111"
k o (Case No. 5567) :
Belco Petroleum Corporation {
Mead N.. & 1

5, T—22—S,’Rf27—E

W/2 Section
Ngw Mexico

Eddy County,

as attachment,

for the Belco
ence within

Gen tlemen:

et VT

ith furnishés you,
imated Well Costs
is scheduled to comm

Belco Petroleum Corporation herew
ized Schedule of Est

ur Iteml
Well, captioned above, which

et repaemeire

‘a copy of o
Mead No. &
thirty (30) days.

This transmittal to you
567) dated October

Order No. r-5111 (Case No. 5
State of New Mexico 0il Conservation Commission.

to Directive No. 3, P- 3 from

is pursuant
21, 1975, jssued by the -

e

furnished 2 Cbpy of

. 1
s
pcen

rest owner nhas

Each known workiﬁg inte
this same jtemized schedule.
Yours very truly,

2.

CORPORATION

(-

Lee G. Nering
Administrative Geolog!

LCN:D .
Attachemnt
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Ceh ITEMIZED_ SCHEDULE OF ESTIMATED, WELL cos"l‘s‘.i ben SRS
_ . : . { GCT 319975 A}
FEVISION | . l BELCO PEIY HOLEUM CURPURNATIUN x-\ \..“._.... (‘QJAF’M 2.1 08
REV. DT. AUTHORIZATION FOR EXPENDIJIWNRIBER AT!;\)l\g q( '»‘fi“-\ > A
Sapka Fe 10
SO, CHG. PROPENTY NAME & HUMAOER ‘ll‘. L AUTH, l\l\:r_’t:__(_l_) ..._.~...._.._._,-.-_.l.°."._'.‘.'._'.c.’." lz7)
' 2] s 1 37133 a3l4a 5
18 Mead #4 .. Sec 5, 1-22-S, R-27-1
YYPE OF WOMtK {23} P, DEPTH [!\L FORMATION Fiowo NAM!— COMRTRACTODR nNIG TYVE
(2] tsl8o 96 -
Developnent -~ Gas 11,700 Morrow Avalon Rotary
SO, .l CHG, PROSPECY NAME {22) STATFE [15) COUNYY [ ranist [15) COitr, v L.
' 2| s 1 : 32| a3 a7 |2t t2 |63 cusc.pY. 71|72 compL., o
,,19,, Avalon New Mexico Eddy
NO MORE THAN NINE DIGITS PER COLUMNYIHOLE DOLLARS ONLY
85, <G, v _ CsG.rrcost_ [ comMei cosy, _ [ .J.Q‘Zbl-_c.‘.’i'!_
) 2 s PROPCR Y NO ¥ 21 730 23 {21 224 23
20 lNTANGIBLE EX"ENSF 24 32 |24 32
18 20
K Rig Expencdliture
i tiove in & Oui : = :
Drilling 10,000 rFres._12.00 JFt.__ 120,000 .
Dsyvork 15 bavs & $2900 £ 13,500
: Completion/iV.0. Uait .15 Days @ $600 = 9,000 | - o ,
218 |  Totel Rig Expanditure $163,500 _$ 9,000 §172,500
612.| Location- Rozds, Row & Demages 20,000 2,000 22.000
204 Contrect Profsssional Services 6,700 S 3,000 9,700
210 biisc. Con;rac“-. *abor 8,000 3,000 _ 8,000
418 | liud & Additivss _— 12,000 __: 2,000 0
220} Mud Logging '_ . 1,700 1,700 !
424 Bits R 15,000 1,200 16,200
228'| Tubular Testing/Inspection 3,500 1,220 4,700
230 | . CSG/TBG Crevrs/Tools 22 4,000 2,000- 6,000
422 |  Flost Eq., Cent & Sceaichers - s 2,500 4,500 7,000
420 | * Cement & Additives L —..15.000 4,000 19,000
238 |  Pump’ Truck/Skid Unit Sarv. & Cmt. Tools
222 Coring & Analysis . S _ —
224 | Etc. Line- Loz, Parf, Production, Etc. 13,000 4,500 17,500 -
225 | Vizll Testing - DST, Wirsline, Etc. 3,500 1,500 5,000 .
512 | = Eq. Rntls. - Surfice/Downhole 12,000 2,000 14,000
950 Dircctional Drilling Expense e S
5| Trensportation- Lend - Marine _ 3,000 1,000 __ 4,000
410 Fuel, Power & Viziar 15,900 1,000 16,000 ;
039 |  \Well Stimulaticn 6,090 . 6.000 5
&03 Insurance & Bonds —
820 tiisc. & Continzency ‘i 28,600 5,100 __33_,10_[1_
TOTAL INTANGIBLE EXPENSE $324,000 $ 53,000 $377 000
Ts5.. | CHG. : [T eseTLeosT_ [ comrL cost_ | TOTALCOST.
20 | TANGIBLE EXPENSE 432 436"
€SG. & LINER
Grive .Ft. . - ones IFt.= -
Cond. - 30 fy _.____3193 opoes 35.00 /¢ = 1,050 ;
Sarl. 409 ¢, _13-3/8" opes 15.05 sk - 6,020
e 3000 Fi__ 9-5/8" 0008 10.87 /70 - 32,610
Pros. 11,700 fi __5-1/2" oDes.__6.87/Ft= %2 ,379
Linzr Ft. 0.0.@$ IFt. = - ‘. ) : .
e25 | voraL ' , $ 39,680 $ 80,379 $120,059.
232 TL:S'”G-II’.}GO Fe. 2"7/8” 0.D6S ) 3.20 IFt.= 37,4“0 . 37,4:0 37,440
230 | vViELLHEADECUT. _ ' ' 3.320 7,030 10,320
433 ViZLL PROD. EQUIPT .S 537 ACE 1,181 1,181
220 V.ELL PROD. EGUIPT.-DD.NNHOLE | —- 4,000 f 4,000
222 PiGO. FACILITIZS TAN XS, EQUIPT. & LINES . 25,000 0 {_ 25,000
229 LARINE PLATFORNS
432 OF F3HORE PROD. FACILITIES — - o
TOTAL TANS BT EXPENJ_“_; . 843,000 _ } _S1ss,000 | $198,000
T YOTAL WELL GOST $367,000 $208,000 $57 5 00C
BELCC PETROLEUM CORPORATIN
EXHIBIT NO.
AN/ OCC gaskNo..S F 6/
' DATE ~O—-8-7S5 -

B




