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KELLABIN AND FOX
ATTORNEYS AT LAW
‘800 DON CASPAR AVENUE
- .POST OFFICE BOX i789
_ ;‘o\?;:rwéf‘:;;*“m ‘ TANTA FE, NEW MEXICO 8750! TELEPHONE £82-4318
o b W.THOMAS KELLAHIN Oct. 10, 1975 AREA CODE BOS
s N SRR GAE T
" o LAY
. i“\ ~
) A Mr, Joe D. Ramey, Director 2 onT 1)]975
’ New Mexico 0il Conservation Commission «.il; .
P. 0. Box 2088 . il CONS(-.RVATI()N COMM
Santa Fe, New Mexico 87501 , Santa Fo

Dear Mr. Ramey:

Enclosed is the appllcatlon of Cities Service 0il
_Company for compulsory pooling of the W/2 of Sec.

“18, Township 22 South, Range E Easé, Eddﬁ County.
R-5024,

By its Order No. ntered May 22, l9?5. thls
tract and all inter —in the Pennsylvanlan forma~
tion were ordered pooled. The order requirea com-
& mencement of a well on or before August 1, 1975, and
T by letter the time for commencement of the well was

. ‘extended., Since there may be some question as to
e this extension, we request that the matter again be

. set for hearing, at which time we propose to offer
the record from the previous case, Notice is being
sent to non-consenting interest owriers, insofar as
kniown to Cities Serv1ce Uil Company. :

Your consideration of this will be appr901ated.

AN RS

Sincerely,

| 5 '\’W KM
R JASON W. KELLAHIN
JKiss
ccs M, P, Grace

'E D. L. Hannifin
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IN THE MATTER OF THE APPLICATION :

BEFORE THE

OIL CONSERVATIOL COMMISSICN OF NEW MEXICO

gt

’/ LT 101975

OF CITIES SERVICE OIL COMPANY HiL
FOR COMPULSORY POOLING, EDDY COUNTY, L Oy e
NEW MEXICO 1. CONSERVATION COMM.

Santa Fe

APPLICATION

COMES NOW CITIES SERVICE OIL COMPANY and applies to
the 0il Conservation Commissionrof Mew Mexico for an order

pooling all mineral interests as to the Pennsylvanian

- formation, South Carlsbad Pool, underlying the W/2 of

Section 18, Township 22 South, Range 27 East, N.M.P.M.,
Eddy County, New Mexico, and in support thereof yquld show
the Commission:

1. Applicant:is the owner of the right to drill and
develop the above-described acreage, and proposes to drill
its Bone "A" No. 1 well at an unorthedox location, 1980
feet from the West-line, and 1650 feet from the South line
of said.éection'IS, to test the Pennsylvanian formation.

2. The well location and unit aré within the city
limits of the City of Carlsbad, and the uncrthodox well
location is required to comply with the city ordinance
of said city énd avoid a surface installation.

3. The proposed unit consists of a governmental half

section consisting‘of approximately 323.6267 acres. All

 working interest owners have agreed to the drilling of

0

- 3aid well with the exception of\ih§¥fcllowing:
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M. P. Grace
Post Office Box 1418
Carisbad, New Mexico i
14.6 acres, or 4.56% of the unit
D. L. Bannifin
Post Office Box 182
Roswell, New Mexico :
.5463 acres, or .17% of the unit
~ In addition, there are within the proposed unit 119
town lots what are unleased. The names and addresses of
the owners of these lots is not presently available to
applicant but will be presented, to the best of appli-
cant's ability, at the time of the hearing on this case.
These lots represent 28.8239 acres within the unit.
WHEREFORE applicant prays that this application we
set for hearing before the Commission's duly appointed
examiner, and that after notice and hearing as regquired
by law, the Commission enter its order pooling said unit,
together with an order designating Cities Service 0il
Company as operator, provision for recoVery of its neces-
sary costs of drilling, completing and equipping said well,
with provision for a risk factor, and provision for re-
cnvery of costs of supervision and operation of said well,

with provision for a "cost of living"” adjustment, and such

other and further provision as may be proper in the premises.

‘Respectfully submitted,
CITIES SERVICE OIL COMPANY

By V(\llﬂall.:.
AHIN & FOX .
Post Office Box 1769
Santa Fe, New Mexico 87501

ATTORNEYS FOR APPTICANT

e
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BEFORE THEZ OTL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

AN THE MATTER OF ‘THE HEARING
CALLED RY SHE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THZ PURPOSE O CONSIDERING

: S550
CASE NO. 54%+A
Order NoO. AK—5624- _

APPLICATION OF CITIES SERVICE OIL
COMPANY FOR CO:PULSORY POCLING AND
AN UNORTHODOX LOCATIONM, EDDY COUNTY,

NEYW MEXICO. ; @2C4

!
.

ORDER OF THE COMMISSION

BY THE- COMMISSION:

Nov smbers, 1975

This cause came on for hearing at 9 a.m. on May—H4—1995s
at Santa Fe, New Mexico, before Examiner Bamiet—G—iwttex. /?Laf

. Aov /275

NOW, on this ¢?md-"~ day of May, Y975, the Commission, a
quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and bheing
fully advised in the premises,

FINDS:

(1) That due public notice having been givan as required
by law, the Commission has jurisdiction of thirs cause and the
subject matter thereof.

(2) That the applicant, Cities Service 0il Company, seeks
an order pooling all mineral interests in the Pennsylvanian for-
mation underlying the W/2 of Section 18, Township 22 South, B
Range 27 East, NMPM, South Carlsbad Field, Eddy County, New Mexido.

(3) That the applicant has the right to drill and procoses
to drill-a well at an unorthodox location for said ur“t 1650
feet from the South line and 1980 feet from the West llne‘OE
said Section 18. :

(4) That there are interest owners in the proposed prora-
tion unit who have not agread 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
~in said pool, the subject application should be approved by

pooling-all mineral interests, whatever they may be, within
said unit.

(6) “That the applicant shouls? be designated the onerator
of the subject well and unit.
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(7) That any non-consenting working interest owner should
be afforded the opporbunl*v to pay his share of estimated well
- costs to the operxator 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 with-
held from production his share of the reasonable well costs
o . plus an additional 200% thereof as 2 reasonable charde for the
S - 'risk involved in the 4drilling of the well,
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(9) T%at any non—éﬁhsenting interest owner shéuld ba
afforded the apportunity to object to the actual well costs but

B I

. = that actual well costs should be adopted as the reasonable well :
= costs in the absence of such objection. 3

(L0) That following determination of reasonable well costs,
‘any non-consenting working interest owner that has paid h*s,
‘share of estimated costs should pay to the operator any amoint
that<reasonable well costs exceed estimated well costs and should
) receive from the operator any aitount that paid estimated well :
; : costs exceed. reasonable well costs. !

o (11) That $1793.00 per month should be fixed as a reason- &
able charge for supervision (combined fixed rates) while drlll1n5;)

and that $252.00 per month should be fixed as a reasonable charge

for supervision while producing; that this charge should be

. , adjuated annually based upon the percentage increase or decrease #

: i , in the averadgc weekly ecarnings of crude petroleum and gas prod-

T uction workers; that the operator should be authorized to with-

} hold from production the proportionate share of such super-

' vision charge attributable to each non-consenting working interest,.

and in addition thereto, the operator should be authorized to

withhold £rom production the proportionate share of actual ex-

penditures required for operating the subject well, not in excess

cf what are reasonable, attributable to each non-consenting

working interest. '
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(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
SR ' proof of ownership.

%

(13} That upon the failure of the operator of said poolad
uni + to commence drilling of the well to which said unit is
dedicated on or beafore ibmay hﬂ 1975, the order pooling said
unit should bezcome null and void and of no effect whatscevar.

L RN

IT IS THEREFORE ORDERED:

/_-“.“‘.’,\
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L (1) That all mineral interests, whatever they may be, in
. the Pennsylvanian formation underlying the W/2 of Section 18,
T wnshlp 22 Scuth, Range 27 East, NMPM, South Carlsbad Field,
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Case No. 5477
Order No. RB-5024

Eddy County, New Mexico, are hereby pooled t¢” form a standard
320-acre gas spacing and provation unit to be dedicated to a
well to be drilled at .an unorthodox location for sdid unit
1650 fe=t from the South line and 1980 feet from the West line
of said Section 18.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the 154 dzy
of ﬁb} 1975, and shall thevreafter continue the drilling
cf said well with due diligence to a depth sufficient to test
the Pennsylvanian formation;

/K
PROVIDED FURTEER, that in the event said operator does not
c:zmence the drilling of said well on or before the 1£%£dgy of

[r pay; 1975, Order (1) of this order shall be null and void

and of no effect whatsoeverunkss seid operalfor shinsis  Frme exthinsim fror-
(P Coryon isgrom rvv' d cause shown »

— PROVIDED FURTHER, that should ‘said well not be drilled to
cémplecion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Commission and
show cause why Order (1) of this oxder should not be rescinded.

(2} That Cities Service 0il Company is hefeby 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, tiie operator shall fur-
nish the Commission and each known working-interest owner 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 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 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 Faceived by the Commis-
sion and the Commission has not objected within 45 days follow-
ing receipt of said schedule, the actual well costs shall be

the reasonable well costs; provided however, that if there is-

“an objectlon 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 dayvs fcllowing determination of reason-
able well costs, any non-~consenting working interest owner that
has paid his share of estimated costs in advance as provided

o~ e A am s
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Case No. 5477
Ordexr No. R-5024

above shall pay to the ownerator his pro rata share of the amOuntég'

that reasonable well costs exceed estinated well costs and shall
receive from the overator his pro rata share of the awmount that
estimated well costs excedd reasonable well costs.

(7) - That the operator is hereby authorized to withhold
the following cos5ts 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 involvad in the
drilling of ‘the well, 200% of 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.

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

(¢) That $1793.00 per month is hereby fixed as a reason-

able charge for supervision {combined fixed rates) while:drilling

and that $252.00 per month is hereby fixed as a reasonable
charge for supervision while producing, provided that this rate
shall be adjusted on the first day of April of each year
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 weekly earn-
ings of -Crude Petroleum and Gas Production Workers for the last
calendar year comnared to the preceding calendar year as shown
by "The Index of Average Weekly Earnings of Crude Petroleum and
Gas Production Workers" as published by the United Siates Dapart-

ment of Labor, Bureau of Labor Statistics, and the adjusted rate .

shall be the rates currently in use, plus or minus the comn~

puted adjustment; that the operator is hereby authorized to with-

hold from production the proportionate share of such supervision
charge attributable to each non- consentlng working interest, and
in addition thereto, the operator is hereby authorized to with-
hold from produbtlon the proportionate share oif actual expendi-
tures required for opeérating such well, not in excess of what
are reasonable, attributable to each non-conse ntlng woriking
interest.

'
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Order No.\ R-5024"

(10) That any unsevered mineral interest ;hall be considered
a saven- 01ghths (7/8) working interest and a one- nghth (1/8)

- royalty interest for the puvrpose of allocating costs and charges

under the terms of this ‘order,

(11) That any well costs or charges which are to bhe paid
out of production shzll be withheld only from the working
interests share of productién, and no costs or charges shall
be withheld from productlon attributable to rovalty interests.

(12) That all proceeds from productlon from the subject
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 upon demand 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 necessary.
T .
_ DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

S%@TE OF NEW MEXICO
OI, CONSERVATAON\COMMISSION

& Secretary
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Mos. 29-75 and 1075 are tentatively set for hearirg on Noveober 19

Dacket No. 28-75

3
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Becember X, 1975, Applicatiens for hearing nmusc be filed at ieast 22 days in
; :
advance o “heariap date.

The Tollowing cases will be heard before Richard L. Stamers, Examiner 1 Daniel

— -3

1

DOCKET:  EXAMINER HEARING - WEDNESDAY - NOVEMRER 5, 107-

y ANM. ~ OTL CONSERVATTON COMMISSION CONFERENCE ROOM,
_STATE LAND_OFF1CE BUTLDING, SANTA FE, NEW MEXICO

5. MNutter, Nlternate Examiner:

CASE 5533: (Egptinded from September 24, 1975 Examiner Hearing)

ow e

w
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ool by the injection of water through his Hughes-Federal No. 4

Application of "Southein Union Producticn Compary for compulsory
pooling, Chaves County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling ¢11 minéral interests in the
Eilenburger {ormation underlying the N/2 of Section 21, Township

12 South, Eange 26 East, Chaves County, Nevw Mexico, to be ded

of said Ueetion 21, Also to be considered will be the cost
drilling aud completing said well and the allocation cf
thereot, as well as actual operating costs and charges
vision. Also to be considered will be the designatior
appiicant as the operator of the well and a charge for
imvolved 1n drilling said well.

{Continued from October 8, 1975 Examiner Kearing)

Applicaticon of Atlantic Richfield Company for a waterflood proiece,
Lea County, New Mexico, -Applicant, in the above-styled cause,
sceks authority to institute a waterflood project in the Vacuum
Oravburg-san Andres Poel by injection of water through seven weils
on its State "M ond State "0 Leases, six ¢! said wells being con-
verted producers located in Unizs C, E, I, &, M, and O of Section
42, Townshis 17 South, Range 34 East, Lea County, New Mexico, anc
the seventt being a new well drilled at an unorthodox location 250
“2er from the South lirne and 2250 feet from the West line of said
Section 32. Applicant further seeks an administrative procedure
whereby the project area could be expanded andé additional wells

2t standard and non-standard locations put-on injection and productio:.

{Continued trom October 22, 1975 Examiner Hesrinéf

applination of George D. Riggs for a waterflood project, Eddy
County, liew Mexlico. Applicant, in the above-styled cause, seeks
austhority to institute a waterflood project in the Saladar-Yates
Maleco Well No. 2, and Mayfield Federal No. 4 Wells located,
regpectively, in Units F, L, and O of Section 33, Township 20 Sccth.
Range 285 East, Edéy County, New Mexico.
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CASE 5579
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CASE 5582:

FREN

"In the matter of

Yovanber 5, 1975 Docket No,

.

28-75

¥

Application of Mobil 0il Corporation for a non-standard
unit, two unorthodox gas well ‘locations, and simultaneocus dedicatien,
l.ca County, New Moxico. " Applicant, in the above-styled cause, seeks
approval for the simultancous dedication of a 320-acre norn-standard
gas proration unit com.rising the W/2 SW/4 and the SE/4 SW/4 of
Section 28, and the NW/4 and SW/4 NE/4 of Section 33, Township 21
South, Range 3¢ East, Eumdont Gas Pool, Lea County, New Mexico, to

its E. 0. Carson Wells Nos.‘h and 22 located in Units N and L,
respectively, of said Secticn 28.

Bas proration

Application of Ex»on Corporation for a unit agreement, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks approval
for the Laguna Grande Unit Area comprising 7640 acres, more or less,
of Federal, State, and fee lands in Township 73 Scuth, Range 29
Fast, Eddy County, New Mexico.

Application of Cities Service 0il Compary for compulsory pooling
and an unorthodox gas well location, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks an order pecoling all
mineral interests in the Pennsylvanian formation underlying the
/2?2 of Section 18, Township 22 South, Range 27 East, South Carlsbad
Cas Field; Eddy County, New Mexico, to be dedicated to a well to
be drilled at an unorthodex location 1650 feet from the South line
and 1980 feet Urom the West line of said Section 13, Also to be
considered 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 applicant as operator of the well and a charge
for risk involved in dril¥ing said wl.l.

/ %\
LLe hearing called by the 0il Conservation
Cormmission on its own motion to permit Astro-Tex Oil Corporaticn
of New Mexico, American Employers' Insurance Cocmpany and all
other interested parties to appear «rd show cause whv the Cain
Well No. 2 located in Unit J of Section 22, Township 15 North,
Range 33 East, NMPM, liarding County, New Mexico, should not be
plugged and ahandened in accordance with a Commissicn-approved
pluggilng proscam. -

Southeastern New Mexico nomenclature case calling for an order
for the creation and extension of certain pools in Eddy, lLea,
and Chaves Counties, New Mexico.

(3) CREATE 2« nev pool in Eddy County, New Mexico, classified as
a pas peol for Morrow production and designated as the Bass-Morrow
ﬁan Pcol. The discovery well is the Perry R. Bass Big Eddy Unit
Well NeL 39 located in Unit G of Section 29, Township 21 South,
Fange 28 East, NMPM. “Said pool would comprise:
N
TOWMSHLP 21 SOUTH, RANGE 28 EAST,
Section 29: E/2

NMPM
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(b) CREATE a new pool in Eddy County, New Mexieo,'classified as
an nil pool for Cherry Canyon production anpg designated ag the

- South Carlsbad—Cherry Canyon Pool. Further to assign approximately

16,275 barrels of oll discovery allowable to the discoverv well,
the Belco Petroleum Company Martin Com Well Ne. 2, located in Unit
F of Section 20, Township 22 South, Range 27 East, NMPM, Said

well was completed September 12, 1975. The top of the perforations
i1s at 3255 feet, Said pool would comprise:

TOWNSHIP 22 SOUTH, RANGE 27 FAST, wup
Section 20: NW/4

{c) CREATE a new pool in Eddy County, New Mexico, classified ag
a gas pool for Wolfcamy production and designated ag the Corral
Draw—wolfcamp Gas Pool. The discovery well is the Mobil 0il Corpora-
tion Corral Draw Unit Well No. 2 located in Unit K of Sectjon 22,
Township 25 South, Range 29 East, NMPM. Said pool would comprise:
TONNSHIP 25 SUUTH, RANGE 29 past WPM
Section 22: 7Sy/z

(d) CREATE a new pool in Ed&iiééunty, New Mexico, classified ag

a gas pool for Wolfcamp production and designated as the Phanton

Draw-Wolfcamp Gas Pool. The discovery well is the Texas Pacific

0il Company, Inc. Phan;om Draw Unit Wel] No. 1, located in Unit
M of Section 20, Tounship 26 South, Range 31 East, NMPM. Said
pool would comprise:

TOWNSHIP 26 SOUTH, RANGE 31 EAST, ey
Section 20: SW/4

(e} CREATE a new pool in Lea Couﬁﬁy, New Mexico, classified as an
oil pool for Bone Springs production and designated as the Sand
Dunes-Bone Springs Pag?, The-discovery well is the Skelly 0i1
Company Federal Sand 18 tell No. 1, located in Unit H of Section
18, Towrship 23 Seuth, Range 32 East, NMPM. said pool would
comprise:

TOWNSHIP 273 SOUTH, RANGF 32 EAST NMPM
2O, Lt 22 DAST, NMPM
Sectior. 18: E/2

(f)  EXTEND the Atoka-Pennsylvanian Gas Pool in Eddy County, New
Mexico, to Include therein:

TOWNSHIP 18 SouTH RANGE 26 EAST, P
>‘M\_.- 2 sl
Section 1: w/2
Section 3: E/2

(8) EXTEND the South Bell Lake Morrow Cas Pool in Lea County, New
Mexico, to include therein: '

TOWNSHIP 24 SOUTH RANGE 34 EAST, NMPM
Section 7oy —t—ANGE 36 FAST, NMP)
Section 6: §/2

Section 7: N/2




[Pres

sxaminer

+

Hearing - VWednesday - Clovember 5, 1975 Docket” No. 28-75

(h) EXTEND the Blinebry 0il and Gas Pool in Leu County, New
Mexico, to include therein: :

IUV”SHLP 20 SOUTH, RANéE 38 EAST, NVPM
Section 27: NW/4

(i) EXTEND the Casey-Strawn Pool in Lea Countyv, New Mexico, to
include therein:

" TOWNSHIP 16 SOUTH, RANGE 37 EAST, NMPM
Section 34: NW/4

G EXTEND the East Carlsbad-Wolfcamp Gas Pool in Eddy County,
New Mexico, to include therein

TOWNSHIP 22 SOUTH, RANGE 27 EAST, NMPM
Section 1: NE/4

(k) EXTEND the Cemetary-Morrow Gas Pool in Eddy County, New Mexico,
to include therein:

TOWNSHIP 20 SOUTH, RANGE 25 EAST, NMPM -~
Section 28: N/2 .

(1) EXTEND the Double L-Queen Associated Pool in Chaves County, 3
New Mexico, to include therein:

TOWNSHIP 14 SOﬁTH, RANGE 30 EAST, NMPM
Section 32: SE/4
" Section 33: SW/¢&
(m) E&TEND the Drirkard Pool in Lea County, New Mexico, to include
.therein:

TOWNSHIP 21 SOUTh, RANGE 37 EAST NMPM
Section 18: NE/4

(n) EXTENU the Indian Draw-Delaware Pool in Eddy County, New
Mexico, to include therein:

TOWNSHIP 22 SOUTH, RANGE 28 EAST, NMPM
Section 18: S/2 NEf4 & E/2 SW/4

(o) EXTEND the West Knowles-Drinkard Pool 1n Lea County, XNew '
Mexico, to include therecin:

TOWNSHIP 16 SOUTH, RANGE 37 EAST, NMPM
Section 35: NW/4

(p) EXTEND the Langlie MaLtix Pool in Lea Countv, New Mexico,
to include therein:

TOWNSHIP 24 SOUTH, RANUE 36 EAST NMPM
"Section 3: VW/4
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() XTI the Llape-Pennsylvanian Pool i 1o Jounty, New Mexico,
to include therein:
TOWNSHIP L1 SOUTH, ANGE 35 FASL, NMPM
i Seoction 3): HES4A
. ’ (v) ©TXTEND the Penasco Draw San Andres-Yesc Poel in Eday County,
K ) ~ New Moxico, Lo include therein:
5 JONNSHIP 19 SOUTH, RANCE 24 EAST, NMPM
i Section 1: SE/4 SW/4
- (2} LEXTEND the Red Tank-torrow Gas Pool in lea County, New Mexico,
‘ ﬁ; to include therein:
o TOWNSHIP 22 SOUTH, RANGE 32 FAST, NMPM
SRR o ; Section 17: All
Y {g)  IXTFXD the Sand Dunes-Morrow Gas Pool in Eddy County, New
) Mexico, to include therein:
TOWNSHIP 23 SOUTH, RANGE™31 EAST, NMPM
Section 25: W/2
e {u) FKTEQD’!he Shugart Pool in Eddy County, Xew Mexico, to
inciande therein: '
TOWNSHIP 1& SOUTH, RANGE 31 EAST, NMPY
Section 23: FE/2 SW/&
(v) EXTEND the Tom Tom-San Andres Pool in Chaves County, New
2 Mexico. to include therein: '
TOWNSHIP 7 SOU1H, RANGE 3i EAST, NMPM
= Section 27: SL/f4
i{ B (w) EY¥TEND the Tres Papalotes-Pennsylvanian Poel in Lea County,
£ now Mexico, to i’ lude therein:
TOWNSHIP 14 SOUTH, RANGE 34 EAST, NMPM
2 Section 28: SE/4
&
i (x) FEXTEND the Tulk-Peniisylvanian Pool in Lea County, New Mexico,
v to include therein:
o TOWNSHIP 14 SOUTH, RANGE 22 FEAST, NMPM
E; Section 27: NW/4
% (vy) UXTEND the North Vacuum-Abo Pool in Lea County, New Mexico,
E to include therein:
? TUUNSHIP 16 SOUTH, RANGE 34 FAST, NMPM
i Section 35: SF/4
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TOWRSHIP 17 SOUTH, RANCE 34 FEAST, NHPM
Section ?2: E/2

(z) EXTEND the Vada-Pennsylvanian Pool in Lea County, New Mexico,

~ te include therein:
TOWNSHIP. 9 SOUTH, RANGE 33 FAST. NMPM
; - Section 3: SE/4
; (aa) EXTEND the Wantz-Granite Wash Pool in Lea County, New MNexico,
: to include therein:
i TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
Section.l: NE/4
TOWNSHIP 22 SOUTH, RANGE 38 EAST, NMPM
Section 19: SE/4
(bb) FEXTEND the Warren-Tubb Gas Pool in Lea County, New Mexico, to
include therein: )
- TOWNSHIP 20 SOUTH, RANGE 38 EAST, NMPM
s Section 34: NW/4
 J
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JAGON W. KELLAHIN
ROBERT E.FOX
W.THOMAS KELLAHIN

KELLAHIN AND FOX
ATTORNEYS AT LAW
500 DON GASPAR AVENUE
.POST OFFICE BOX 1769
SANTA FE, NEW
’ MEXICO 87501 TELEPHONE 982-4315
AREA CODE B05

october 17, 1975

" Qpae. 5580

e

Mr. Joe D. Ramey., Secretary-Director
New Mexico Oiil Conservation Commission
p. O. Box 2088

Sanca Fe, New Mexico 87501

Re: Application of Cities Service 0il Company
for Compulsory Pooling, Eddy County.
‘New Mexico

Dear Mr. Ramey:

The above application covers the W/2 of Section
18, Township 22 South, Range 27 East, N.M.P.M., which
had previously been pooled by Commission Order NoO.
R-5024, which order expired by its terms on August

1, 1975.

The enclosed receipts for certified mail show
service of a copy of this application on Michael P.
Grace, receipted for by Frances Baldenama, on October
16, 1975, and the other on p. L. Hannifin, receipted
for by Julie Ledbetter, October 14, 1975.

Yours very truly,

Jason W. Kellahin

WTK:k3£
Enclosure

T t“‘iflif#"Q"%3“":§
lpde, T "”‘éw\\t/}{’lk\ It
ey , \,\;
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BEFORE THE 4
NEW MEXICO QIL,CQNSERVATION COMMISSION
N Sauta Fe, New Mexico
November S, 1975

EXAMINER HEARING

- . (- o = Dy G e . o —y - -

IN THE MATTER OF':

Application of Cities Service 0il
Companv for compulsory pooling -and an
unorthodox gas well location, Eddy

County, New Mexico,

D e e T e T R ]

BEFORE: Richard L.

Stamets,

———— . . - e - -

CASE
5580

Examiner

TRANSCRIPT OF HEARING

APPEARANTCES

For the New Mexico 0il
Conservation Commission:

For the Appiicant:

William F. Carr, Esq.

Legal Counsel for the Commission
State Land Office Building
Santa Fe, New Mexico

W. Thomas Kellahin, Esq.
KELLAHIN & FOX
Attorneys at Law

500 pDon Gaspar

Santa Fe, New Mexico

|
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MR. STAMETS: We wili call the next Case, 5580.

MR. CARR: Case 5580, application of Cities Service
Oii Company for compulsory poolipg.ﬁnd an unorthodex gas well
location, Eddy County, New Mexico.

MR. STAMETS: . Call for‘appearances-in this Case.

MR. KELLAHIN: Tom Kellahin, Kellahin and Fox,
Santa Fe, New Mexico appearing on behalf of Citieg Service
0il Company.

If the Examiner please, the matter of the hearing
today is a new case called ubon previous qrder entefed in
Case Number 5477, that is Order Number R-5024., The date of
the order is 22nd May, 1975.

In accordance with paragraph thirteen of that Order,
the operator, Cities Service, has failed to comgénce its well
prior tc the date\August 1st, 1975. ﬁe, therefore, have
requested the Commission to enter ué a new order consistent
with those provisions as set forth in the previocus order and
we would request the Commission to take cognizance cf the
testimony as presented in the original case.

MR. STAMETS: Mr. Kellahin, I suggest that you
request that we just incorporate the record of this case in
that case.

MR, KELLAHIN: I so request.

MR, STAMETS: Okay,‘what's the éése"number?

MR. KELLAHIN: It's R-5024.




~ |
; ..‘. | Page 3 -
; L MR. STAMETS: fThe case number?
m 2 . MR. KELLAHIN: I'm sorry, 5477,
- 3 ’ MR. STAMETS: The record in Case 5477 will be .
4 incorpoféted in the record of case 5580.
': 5 MR. KELLAHIN: Your file will also Aindicrate/ a letter
2} - e from Jason W. Kellahin to Joe Ramey, da»terd ’OctOber,lo,th,
71975 whereby the hon-consenting owners were notified by a
i 8 lcopy of that letter of thlS hearing today, being Mr. Grace
o g 9)and Mr. Hannifin. |
) ‘ - -g ;_8: 10' _ MR. STAMETS: ‘Mr. Kellahin, do you have anything
: igg‘_‘: " ff further?
- | g »58
T g‘g‘;g 12 MR. KELLAHIN: No, sir,
do v aa .
f - ﬁ‘gi%’ 13 MR. STAMETS: poes anyone else have anything in h
I 1! B N
. P s £ this Case?
? Bog . S
.g § 15 We will take the Case under advisement,
: - 8 16ff At this time we will take a fifteen minute
; * 17 |f recess. | |
18 | (THEREUPON, the hearing\was in recess,)
s - 19 | <
- 20
21
. 22
|
2¢ ‘
- 2 | I
! N
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REPORTER'S CERTIFICATE

I, SIDNEY F. MORRISH, a court reporter, do heredy
certify that the foregoing and attached Transcript of Hearing
before the ﬁew/Mekicoroil Consérvatidn Commission was reported |

LN

by me, and the same is a true and correct record of the sald

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

/ /

Sidney F 7Morrlsh Court Reporter

1 ¢o hereby certify that the foregoing 1is

a complele record of the proceedings i
the Exzminer hearing of_g_a,se No, .55.5 8 b

................................................. » Examinex
Yeow lerico 0il COnservation Commisston




O1L CONSERVATION COMMISSION-
' STATE OF NEW MEXICO 1_
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DIRECTOR LAND COMMISSIONER 4 STATE GEOLOGIST

JOE D. RAMEY | PHIL R. LUCERO EMERY C. A o
' November i§1}3975 ' RNOLD

CASE NO. 5580
Tom Kellshin ORDER NO. R-511I5
Kellshin & Fox

Attorneys at Law
Post Office Box 1769 Applicant:

Santa Fe, New Mexico 87501

1%

»
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Cities Service 0il Company

N G A e P s B s o s e oo s

- Dear Sir:

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

/Y?urs very truly,
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Copy of order also sent to:

Hobbs 0OCC X
i Artesia OCC_X¥
[ 5 Aztec 0OCC

% e :g% ‘ Other




k B¥PCks THE OIL CONSERVATION COMMISSION
. OF THE STATE OF NEW MEXICO

i IN THE MATTER OF THE HEARING

ii CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5580
Order No. R-5115

APPLICATION OF CITIES SERVICE OIL : o
COMPANY FOR COMPULSORY POOLING AND

AN UNORTHODOX LOCATION, EDDY COUNTY,

NEW MEXICO.

ORDER OF THE COMMISSION

| BY THE COMMISSION:

This caupe cane on for hearing at 9 a.m. on November 5, 1975,
at Santa Fa, New Mexicg hafore &g__mi ner Richard L., Stamets. '

‘ NOW, on this 17th day of November, 1975, the Commission, a
quorum being present, having considered the testimony, the
recoxd, and the recommendations of the Examiner, and being
fully advised in the premises,

FPINDS:

(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, Cities Service 0il Company., seeks
an order pooling all mineral interests in the Pennsylvanian
formation underlying the W/2 of Section 18, Township 22 South,
Range 27 East, NMPM, South Carlsbad Field, Eddy County, New
Mexico.

(3) That the applicant has the right to drill and proposes
to drill a well at an unorthodox location for said unit 1650
feet from the South line and 1980 feet from the West line of
said Section 18.

(4) That there are interest owners in the proposed prora-
, tion unit who have not agreed to pool their interests.

(S) 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

i without unnecessary expense his just and fair share of the gas
i in said pool, the subject application should be approved by

5 po:ling all mineral interests, whatever they may be, within

¢ said unit.
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(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 tc pay his share of estimated weill
ccsts to the operator in lieu of paying his share of reasonable
well costa 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% thereof as a reasonable charge
for the rigk involved in the drilling of the well.

(9) That any»non-ébnsenting 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 cost’ should pay to the operator any amount

i 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 $1793.00 per month should be fixed as a reason-
able charge for supervision (combined fixed rates) whkile

i drilling and that $232.00 per month should be fixed as a
i reasonable charge for supervision while producing; 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 proportionate
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 reason-
able, attributable to each non-consenting working interest.

(12) That all proceeds from production from the subject
vwell 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 said pooled
unit to commence drilling >f the well to which said unit is
dedicated on or before February 15, 197¢, the order pooling
said unit should become null and void and of no effect whatso-
ever.
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IT IS THEREFORE ORDERED:

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

i the Pennsylvanian formation underlying the W/2 of Section 18,
' Township 22 South, Range 27 East, NMPM, South Carlsbad Field,
| EQdy County, New Mexico, are hereby pooled to form a standard

320-acre gas spacing and proration unit to be dedicated to a
well to be drilled at an unorthodox location for said unit
1650 feet from the South line and 1980 feet from the Wast
line of said Section 18.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the 15th day
of Fabruary, 197 , and shall thereafter continue the drilling
of said well with dne diligence to a depth sufficient to test
the Pennsylvanian foiaation;

i PROVIDED FURTHER, that in the event said operator does not
| commence the drilling of said well on or before the 15th day

.1 of February, 197 , Order (1) of this order shall be null and

void and of no effect whatsoever unless said operator obtains
2 time ex*ension from the Commission for good cause shown;

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 120 days after commencement
thereof, said operator Chall appear before the Commission and
show cause why Order (1) of this order should not be rescinded.

(2) That Cities Servic: 0il 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 fur~
nish the Commission and each known working interest owner 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 weli-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 as pro-
vided above shall remain liable for operating costs but shall

not be liable for risk charges.

(5) That t:e 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 1f no objection to the actual well costs is received
by the Commission and the Commission has not objected within
/45 days following receipt of said schedule, the actual well
! costs shall be the reasonable well costs; provided however,
ithat if there is an objection to actual well costs within
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45-day period the Commission will determine reasonable weli
costs after public notice and hearing.

{6) That within 60 days following determination of reason-
able well costs, any non-consenting working intérest owner
that has paid his share of estimated costs in advance as
provided above shall pay to the operator his pro rata share
of thie amount that reasonable well costs exceed estimated
well costs and shall receive from the operatur his pro rata
share of the amount that estimated well costs exceed reason-
able well costs.

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

“(a) The pro rata share of reasnsnable 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 inwvolved in the
drilling of ths well, 200% of the pio 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
schei:le of estimated well costs is furnished
to h .

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

, (9) That $1793.00 per month is hereby fixed as a reason-
able charge for supervision (combined fixed rates) while drilling,
and that $252.00 per month is hereby fixed as a reasonable

charge for supervision while producing, provided that this rate

shall be adjusted on the first day of April of each year
following the effective date of this order; that the adjust-
ment shall be computed by multiplying the rate curreantly in
use by the percentage increase or decrease in the average
weekly earnirngs of Crude Petroleum and Gas Production Workers
for the last calendar year compared to the preceding calendar
vear as shown by "The Index c¢f Average Weekly Earnings of
Crude Petroleum and Gas Production Workers" as published by
the United States Department of Labor, Bureau of Labor Statis-

tics, and the adjusted rate shall be the rates currently in

i use, plus or minus the computed adjustment; that'the operator
' 18 hereby authorized to withhold from production the propor-~

! tionate share of such supervision charge attributable to each
| non-consenting working interest, and in addition thereto, the

|
|
|
1
|
,E
|
|
|
|
|
|
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i operator 1s hereby authorized to withhold from production

i the proportionate share of actual expenditures required for
. operating such well, not in excess of what are rxeasonable,
i attributable to each non-consenting working interest.

(10) That any unsevered mineral interest shall be con~

% sidered a seven-eighths  (7/8) working intcrest and a;o0ne-
| elghth (1/8) royalty interest for the purpose of allocating

costs and charges under the terms of this order.

(11) That any w2ll 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
ke withheld from production attributable to royalty interests.

(12) That all proceeds from production from the subject
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 upon demand and proof of ownership; that the
operator shall notify ths Commission of the name and address
of said escrow agent within 90 days from the date of this
oxdar. '

(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, lMew Mexico, on the day and year herein-
above designated. ‘

STATE .OF NFW MEXICO

OIL CONSERVATION COMMISSION
- e -

PHIL R. LUCERO, Chairman

Oég;;;:ﬁ/’r
I
Wféf/
¥, M r & Secretary
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