
MUSSELMAN, OWEN & KING OPERATING, INC. 
Suite 200, The Summit 

300 N. Marienfeld 

Midland, Texas 79701 

(915) 683-9314 

December 1, 1987 

Division Director 
Oi l Conservation Division 
State of New Mexico Energy & Minerals Department 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

Re: Non-Standard Location Request 
Section 1, T-22-S, R-23-E 
Indian Basin Upper Penn Field 
Eddy County, New Mexico 

Dear Sir: 

Musselman, Owen and King hereby f i l e s application for a non­
standard l o c a t i o n w i t h i n the Indian Basin Upper Penn gas pool, 
located 1650 feet from the south l i n e and 330 feet from the west 
l i n e of section 1, T-22-S, R-23-E, Eddy County, New Mexico. The 
#2 Smith Federal w e l l , 7500 feet i n depth, i s planned to test the 
Upper Penn formation as produces i n the Indian Basin Field. A l l 
of section 1, containing 673.32 acres, more or le s s , i s being 
dedicated to t h i s w e l l from f e d e r a l lease #NM-251099, f o r m e r l y 
owned by Hondo O i l and Gas Company. 

Musselman, Owen and King r e s p e c t f u l l y requests t h a t the 
D i r e c t o r approve t h i s a p p l i c a t i o n based on the f o l l o w i n g 
information: 

The Arco/Hondo O i l and Gas #1 Smith Federal located 1930 
feet from the north l i n e and 2800 f e e t from the east l i n e of 
section 1 has produced to date about 23.2 BCF of gas and 177,442 
barrels of condensate from the Upper Penn since i t s completion on 
9-29-65. Although i t i s s t i l l capable of producing gas i n paying 
quantities, the flood f r o n t of the encroaching water drive system 
has reached t h i s w e l l from i t s source to the northeast and has 
introduced more water into the production than the existing water 
handling system can dispose of. 

Because of the water encroachment problem, Musselman, Owen 
and King has acquired t h i s lease from Hondo O i l and Gas f o r the 
purpose of r e - d r i l l i n g the section 1 proration unit. We believe 
that there are s t i l l very s i g n i f i c a n t gas reserves remaining on 
t h i s lease ahead of the water drive system encroaching from the 
northeast, and t h a t the most l o g i c a l l o c a t i o n to e f f e c t i v e l y 
recover these reserves i s i n the southwest quarter of the 
section. 

STUART W. KING 

(214) 987-0952 

HENRY G. MUSSELMAN 

(915) 683-9314 

STACY L. OWEN 

(713) 225-3890 



On November 24, we met w i t h the surveyors and the l o c a t i o n 
c o n s t r u c t i o n contractor on the lease f o r the purpose of 
determining the best location for the new w e l l . At that time, we 
encountered several topographic and surface problems, enumerated 
below, that would e f f e c t i v e l y preclude us from d r i l l i n g not only 
1650 f e e t from the west l i n e , but also 990 f e e t and 660 f e e t from 
the west l i n e . 

1. Topography. As shown on the attached topographic pl a t 
supplied by the USGS, the predominant p h y s i c a l feature i n the 
southwest quarter of section 1 i s a dry water canyon surrounded 
by s i g n i f i c a n t v e r t i c a l r e l i e f . A standard l o c a t i o n 1650 f e e t 
from the south and west l i n e s would encounter steeply dipping 
t e r r a i n making construction costs p r o h i b i t i v e . A location 1650 
f e e t from the south l i n e and 660 f e e t from the west l i n e places 
the w e l l pad i n a low l y i n g area adjacent to the water course and 
subject to flooding. In addition, Mr. Barry Hunt of the Carlsbad 
BLM O f f i c e has requested t h a t we locate as f a r west as possible 
to avoid excessive cutting and f i l l i n g . 

2. Archaeology. An archaeological survey of the s i t e 
performed by Pecos Archaeological Consultants determined that an 
Indian b u r i a l ground i s located on the eastern bank of t h i s dry 
water canyon, almost e x a c t l y i n the center of the southwest 
quarter of section 1. A r t i f a c t s are found westward from the 
b u r i a l ground a c r o s s t h e s t r e a m b e d . A l t h o u g h Pecos 
Archaeological Consultants found some a r t i f a c t s on our location, 
they are recommending BLM approval. They have also informed us 
t h a t any l o c a t i o n east of our proposed l o c a t i o n would not be 
approved because of e x i s t i n g a r t i f a c t s and p r o x i m i t y to the 
b u r i a l ground. 

In summary, Musselman, Owen and King believes that there are 
substantial gas reserves remaining under the southwestern quarter 
of section 1 and i s seeking the best possible compromise location 
considering the s i g n i f i c a n t topographical problems t h a t e x i s t . 
We are providing with t h i s request a New Mexico OCC Well Location 
and Acreage Dedication Plat, a topographic (surface feature) map, 
a land lease pl a t and our structure map showing the encroaching 
f l o o d f r o n t . I f the D i r e c t o r requires f u r t h e r i n f o r m a t i o n , we 
w i l l be happy to supply i t . 

Thanks for your time and consideration. 
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NEW MEXICO OIL CONSERVATION COMMISSION 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
Fbrm C-102 
Supericdtw C-l 
Effective 1-1-6S 

All distance* muat be (raa tne outer boundaries of the Section. 

Operator 

MUSSELMAN OWEN & KING 
L t a N 

SMITH FEDERAL 
Well No. 

2 
Unit Letter w 

L 
Section 

1 
Township 

22 SOUTH 
Range 

23 EAST 
County 

E D D Y 

Actual Footaqe Location oi Well: 

1 6 5 0 ( „ , ( r o m t h e S O U T H u n e c d 3 3 0 f e e 1 from the W E S T line 
Ground Level Elev. 

3909.5 
Producing Formation 

Upper Penn 
Pool 

I n d i a n B a s i n Upper Penr 
Dedicated Acreage: 

6 7 3 . 3 2 

1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the plat below. 

2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as to working 
interest and royalty). 

3. If more than one lease of different ownership is dedicated to the well, have the interests of all owners been consoli-
dated by communitization, unitization, force-pooling, etc? 

One Lease 
| | Yes [ j No If answer is "yes" type of consolidation ; 

If answer is "no," list the owners and tract descriptions which have actually been consolidated. (Use reverse side oj 
this form if '""'•""""•y ^ : 

No allowable wi 
forced-pooling, oi 
sion. 

1 be assigned to the well until all interests have been consolidated (by communitization, unitization, 
otherwise) or until a non-standard unit, eliminating such interests, has been approved by the Commis-

4-

3914.9' 
I ,3893.2 ' 

4-330' 
- ' 3893 .7 ' 

3916.1' 

O 
m 
(0 

0 1 * 0 SSO ' « 0 1 1 2 0 l « S O ISSO 2 S I C 2 * 4 0 2 0 0 0 t BOO TOO, 

CERTIFICATION 

/ hereby certify that the information con­

tained herein Is true ond complete to the 

best of my knowledge and belief. 

Michael Hedrick 
Name 

Agent 
Position 

MusseLran, Owen & King 
Company 

12-16-87 

Date 

I hereby certify that the well location 

shown on this plat was plotted from field 

notes of actual surveys made by me or 

under my supervision, and thai the soma 

is frue ond correct to the best of my 

knowledge ond belief. 

Date Surveyed 

NOVEMBER 24,1987 
Registered Professional Engineer 
andr'SJ Land Surveyor 

Certificate No. JOHN W. WE 

RONALD J. EIDSON 
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MUSSELMAN, OWEN & KING OPERATING, INC. 
Suite 200, The Summit 

300 N. Marienfeld 

Midland, Texas 79701 

(915) 683-9314 

BHP Petroleum Co., Inc. December 18, 1987 
6 Desta Drive, Suite 3200 
Midland, Texas 79705 

Attn: Mr. Lee McLean 

Re: Unorthodox Location Allowable 
Smith Federal Lease 
USA Lease # NM251099 
Sec. 1, T-22-S, R-23-E 
Eddy County, New Mexico 

Dear Sir: 

Musselman, Owen and King Operating, Inc. i s planning a 
replacement w e l l f o r the above referenced lease whose l o c a t i o n 
w i l l be 330' from the west l i n e and 1650' from the south l i n e of 
Section 1, T-22-S, R-23-E, Eddy County, New Mexico. Because t h i s 
l o c a t i o n i s 1320' west of where a standard l o c a t i o n f o r t h i s 
quarter section would be, and thus encroaches on the BHP Operated 
"Conoco State" lease i n Section 2, we have proposed a production 
allowable penalty f o r our #2 Smith Federal w e l l based on an 
average of the following three methods of determination: 

(1) Productive Acreage Method: the amount of acreage updip 
and west of a l i n e drawn from the BHP #1 Lowe State 
(1995 1 FNL, 1712* FWL, section 36, T-21-S, R-23-E) to 
the Arco/Hondo #1 Smith Federal (1930' FNL, 2080' FEL 
section 1, T-22-S, R-23-E) to the Trigg/Amoco #2 
Federal "IB" (16501 FN&WL, section 7, T-22-S, R-24-E). 

493.16 acres or 180.16/493.16 = .27 or 73% of section 
1. 

(2) Tw_o_ C i r c l e Method: the d i f f e r e n c e i n acres between 
t h a t p o r t i o n of sections 2 and 11 (T-22-S, R-23-E) 
covered by a 493.16 acre c i r c l e w i t h i t s center at 
16501 FSL, 330* FWL and t h a t p o r t i o n of sections 2 and 
11 covered by a 493.16 acre c i r c l e w i t h i t s center at 
1650' FSL, 1650' FWL of section 1. 

Section 2: 37% - 12.4% = 24.6% or 75.4% legal drainage 
Section 11: 5% - 0.3% = 4.7% or 95.3% legal drainage 

29.3% or 70.7% legal drainage 

(3) Distance Ratio Method: using the 330' unorthodox 
l o c a t i o n d i s t a n c e f o r a numerator and the 1650' 
standard location distance as a denominator. 

330/1650 = 0.20 or 20% 

STUART W. KING 

(214) 987-0952 

HENRY G. MUSSELMAN 

(915) 683-9314 

STACY L. OWEN 

(713) 225-3890 



BHP Petroleum Co., Inc. 
December 18, 1987 
Page -2-

Average Q± ths. Three Methods: 

(73% + 70.7% + 20%) / 3 = 54.57% 

In order to expedite the processing of our a p p l i c a t i o n f o r 
an unorthodox l o c a t i o n w i t h the New Mexico O i l Conservation 
Commission and av o i d a l e n g t h y h e a r i n g process t o set an 
allowable, Musselman, Owen and King respectfully requests that 
BHP Petroleum Company, Inc. waive i t s r i g h t t o p r o t e s t t h i s 
unorthodox l o c a t i o n a p p l i c a t i o n on c o n d i t i o n t h a t the maximum 
production rate of natural gas from the #2 Smith Federal well not 
exceed 54.57% of the standard monthly proration allowable for a 
w e l l on a standard l o c a t i o n w i t h i n the Indian Basin Upper Penn 
gas pool. Upon acceptance of these terms by BHP and the other 
o f f s e t operators, Musselman, Owen and King w i l l apply f o r an 
unorthodox location requesting t h i s allowable penalty. 

I f these terms are acceptable to you, please sign t h i s 
l e t t e r i n the space provided below and r e t u r n one copy t o our 
o f f i c e . I f you have any further questions, please c a l l . 

Sincerely, 

Signed in acceptance of this letter agreement for BHP Petroleum 
Company^ Inc. 

December ?1f 1QR7 
Date 

Regional Manager 

Posit ion 



MUSSELMAN, OWEN & KING OPERATING, INC. 
Suite 200, The Summit 

300 N.' Marienfeld 

Midland, Texas 79701 

Flag-Redfern O i l Company ""(915)683-9314 December 18, 1987 
P.O. Box 11050 
Midland, Texas 79702 

Attn: Mr. Byron Graves 

Re: Unorthodox Location Allowable 
Smith Federal Lease 
USA Lease # NM251099 
Sec. 1, T-22-S, R-23-E 
Eddy County, New Mexico 

Dear Sir: 

Musselman, Owen and King Operating, Inc. i s planning a 
replacement w e l l f o r the above referenced lease whose l o c a t i o n 
w i l l be 330' from the west l i n e and 1650' from the south l i n e of 
Section 1, T-22-S, R-23-E, Eddy County, New Mexico. Because t h i s 
l o c a t i o n i s 1320' west of where a standard l o c a t i o n f o r t h i s 
quarter section would be, and thus encroaches on the BHP Company 
Operated "Conoco State" lease i n Section 2, we have proposed a 
production allowable penalty for our #2 Smith Federal well based 
on an average of the following three methods of determination: 

(1) Productive Acreage Method: the amount of acreage updip 
and west of a l i n e drawn from the BHP #1 Lowe State 
(1995' FNL, 1712' FWL section 36, T-21-S, R-23-E) to 
the Arco/Hondo #1 Smith Federal (1930' FNL, 2080' FEL 
section 1, T-22-S, R-23-E) to the Trigg/Amoco #2 
Federal "IB" (1650' FN&WL, section 7, T-22-S, R-24-E). 

493.16 acres or 180.16/493.16 = .27 or 73% of section 
1. 

(2) TJKG C i r c l e Method: the d i f f e r e n c e i n acres between 
t h a t p o r t i o n of sections 2 and 11 (T-22-S, R-23-E) 
covered by a 493.16 acre c i r c l e w i t h i t s center at 
1650" FSL, 330' FWL and t h a t p o r t i o n of sections 2 and 
11 covered by a 493.16 acre c i r c l e w i t h i t s center at 
1650* FSL, 1650' FWL of section 1. 

Section 2: 37% - 12.4% = 24.6% or 75.4% legal drainage 
Section 11: 5% - 0.3% = 4.7% or 95.3% legal drainage 

29.3% or 70.7% legal drainage 

(3) Distance Ratio Method: using the 330' unorthodox 
l o c a t i o n d i s t a n c e f o r a numerator and the 1650' 
standard location distance as a denominator. 

330/1650 = 0.20 or 20% 

STUART W. KING 

(214) 987-0952 

HENRY G. MUSSELMAN 

(915) 683-9314 

STACY L. OWEN 

(713) 225-3890 



Flag-Redfern O i l Company 
December 18, 1987 
Page -2-

Averaoe Q± ths. Three Methods; 

(73% + 70.7% + 20%) / 3 = 54.57% 

In order to expedite the processing of our a p p l i c a t i o n f o r 
an unorthodox l o c a t i o n w i t h the New Mexico O i l Conservation 
Commission and avoid a l e n g t h y h e a r i n g process t o set an 
allowable, Musselman, Owen and King respectfully requests that 
Flag-Redfern O i l Company waive i t s r i g h t t o p r o t e s t t h i s 
unorthodox l o c a t i o n a p p l i c a t i o n on c o n d i t i o n t h a t the maximum 
production rate of natural gas from the #2 Smith Federal well not 
exceed 54.57% of the standard monthly proration allowable for a 
w e l l on a standard l o c a t i o n w i t h i n the Indian Basin Upper Penn 
gas pool. Upon acceptance of these terms by Flag-Redfern O i l 
Company and the other o f f s e t operators, Musselman, Owen and King 
w i l l apply for an unorthodox location requesting t h i s allowable 
penalty. 

I f these terms are acceptable t o you, please sign t h i s 
l e t t e r i n the space provided below and r e t u r n one copy t o our 
o f f i c e . I f you have any further questions, please c a l l . 

Signed i n acceptance of t h i s l e t t e r agreement f o r Flag-Redfern 
Oil Company. 

Name Date 

Position 



Amoco Production Company 
Houston Region 
501 WestLake Park Boulevard 
Post Office Box 3092 
Houston, Texas 77253 

James F. Trickett 
Regional Environmental 
Affairs and Safety Manager 

713-556-2000 

December 22, 1987 

File: JCA-986.51-5263 

Re: Unorthodox Location Allowable 
Smith Federal Lease #2 Well 
Sec. 1 T-22-S, R-23-E 
Eddy County, New Mexico 

State of New Mexico 
Energy & Mineral Department 
P. 0. Box 2088 

Santa Fe, New Mexico 87504-2088 

Gentlemen: 
Amoco Production Company waives its right to protest Musselman, Owen and 
King's unorthodox location application on condition that the maximum 
production rate of natural gas from the #2 Smith Federal well not exceed 
54.7% of the standard monthly proration allowable for a well on a standard 
location within the Indian Basin Upper Penn gas pool. Well #2 will be 
drilled at the following location: 

330' FWL & 1650' FSL of Section 1, T-22-S, R-23-E, Eddy County, New Mexico 

Yours very truly, 

cc: Musselman Owen & King Operating Inc. 
Suite 200, The Summit 
300 N. Marienfeld 
Midland, Texas 79701 



OF COUNSEL 
William R. Federici 

J. 0. Seth (1883-1963) 
A. K. Montgomery (1903-1987) 

Frank Andrews (1914-1981) 

Seth D. Montgomery 
Victor R. Ortega 
Jeffrey R. Brannen 
John B. Pound 
Gary R. Kilpatric 
Thomas W. Olson 
William C. Madison 
Walter J. Melendres 
Bruce Herr 
Robert P. Worcester 
James C. Compton 
John B. Draper 
Nancy Anderson King 
Alison K. Schuler 
Janet McL McKay 
Jean-Nikole Welfs 
Joseph E. Earnest 
Stephen S. Hamilton 
W. Perry Pearce 
Brad V. Coryell 
Michael H. Harbour 
Robert J. Mroz 
Sarah M. Singleton 
Jay R. Hone 

Charles W. N. Thompson, Jr. 
John M. Hickey 
Mack E. With 
Galen M. Buller 

Katherine W. Hall 
Edmund H. Kendrick 
Helen C. Sturm 
Richard L. Puglisi 
Arturo Rodriguez 
Joan M. Waters 
James C Murphy 
James R. Jurgens 
Ann M. Maloney 
Deborah J. Van VIeck 
Anne B. Hemenway 
Roger L Prucino 
Deborah S. Dungan 
Helen L Stirling 
Rosalise Olson 
William P. Slattery 
Kenneth B. Baca 
Daniel E. Gershon 
Anne B. Tallmadge 
Michael R. Roybal 
Robert A. Bassett 
Paula G. Maynes 
Neils L. Thompson 
Susan Andrews 
Joseph E. Whitley 
David L. Skinner 
Elizabeth A. Glenn 

M O N T G O M E R Y & A N D R E W S 
PROFESSIONAL ASSOCIATION 

ATTORNEYS AND COUNSELORS AT LAW 

December 23, 1987 

HAND-DELIVERED 

SANTA FE OFFICE 
325 Paseo de Peralta 
Post Office Box 2307 

Santa Fe, New Mexico 87504-2307 

Telephone (505) 982-3873 
Telecopy (505) 982-4289 

ALBUQUERQUE OFFICE 
Suite 500 

7 Broadway Place 
707 Broadway, N.E. 

Post Office Box 26927 
Albuquerque, New Mexico 87125-6927 

Telephone (505) 242-9677 

LOS ALAMOS OFFICE 
Suite 120 

901 18th Street 
Los Alamos, New Mexico 87544 

Telephone (505) 662-0005 

REPLY TO SANTA FE OFFICE 

Mr. Dav id Ca tanach , Eng inee r 
New Mexico O i l C o n s e r v a t i o n D i v i s i o n 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87501 

Re: Musselman, Owen & K i n g O p e r a t i n g , I n c . , 
A p p l i c a t i o n f o r Unor thodox L o c a t i o n 

Dear D a v i d : 

Enc losed p l ea se f i n d t he a p p l i c a t i o n o f Musselman, Owen & 
K i n g f o r an u n o r t h o d o x l o c a t i o n f o r a w e l l t o be d r i l l e d 330 f e e t 
f r o m the west l i n e and 1650 f e e t f r o m the s o u t h l i n e o f S e c t i o n 1 , 
Township 22 S o u t h , Range 23 E a s t , Eddy C o u n t y , New M e x i c o . As 
r e q u i r e d by D i v i s i o n Rule 104 t h i s a p p l i c a t i o n i s s u b m i t t e d i n 
t r i p l i c a t e and c o n t a i n s t h e f o l l o w i n g i t e m s : 

1 . A l e t t e r t o t he D i v i s i o n d a t e d 
December 1 , 1987 f r o m Musselman, Owen & K i n g 
r e q u e s t i n g a p p r o v a l o f t h i s u n o r t h o d o x 
l o c a t i o n . 

2 . A copy o f O i l C o n s e r v a t i o n & 
D i v i s i o n Form C-102 w h i c h i s the w e l l 
l o c a t i o n and acreage d e d i c a t i o n p l a t showing 
t h e p roposed l o c a t i o n . 

3. A copy o f a p o r t i o n o f t h e USGS 
Topograph i c Map f o r t h i s a rea showing the 



Mr. David Catanach, Engineer 
December 23, 1987 
Page 2 

l o c a t i o n and surface features r e f e r r e d to i n 
the December 1 l e t t e r , r e f e r r e d t o i n Item 
No. 1, above. 

4. A copy of the lease p l a t showing 
o f f s e t operators t o the proposed unorthodox 
l o c a t i o n . This p l a t shows t h a t the o f f s e t 
operators are Amoco, BHP, and Flag-Redfern. 

5. Copy of a l e t t e r dated December 18, 
1987 from Musselman, Owen & King which 
i n d i c a t e s t h a t BHP the o f f s e t operator to the 
north and west of the proposed unorthodox 
l o c a t i o n waive t h e i r o b j e c t i o n t o t h i s 
unorthodox l o c a t i o n upon c o n d i t i o n t h a t a 
penalty i n allowable be applied t o t h i s w e l l 
so t h a t production from the w e l l s h a l l not 
exceed 54.57% of the standard monthly 
allowable f o r a w e l l d r i l l e d a t a standard 
l o c a t i o n w i t h i n the Indian Basin Upper 
Pennsylvanian Gas Pool. 

6. A copy of a l e t t e r from Musselman, 
Owen & King dated December 18, 1987 which 
shows the approval of Flag-Redfern t o t h i s 
unorthodox l o c a t i o n provided t h a t a penalty 
i s imposed as set f o r t h i n Paragraph 5, 
above . 

7. A copy of a l e t t e r dated 
December 22, 1987 from Amoco Production 
Company waiving i t s o b j e c t i o n t o the 
nonstandard l o c a t i o n provided t h a t a penalty 
i s imposed upon production from t h i s w e l l so 
t h a t production may not exceed 54.7% of the 
standard monthly allowable f o r a w e l l a t a 
standard l o c a t i o n w i t h i n the Indian Basin 
Upper Pennsylvanian Gas Pool. 

A f t e r extensive discussions w i t h these o f f s e t operators, 
Musselman, Owen & King has agreed to the im p o s i t i o n of t h i s 
penalty and request t h a t t h i s a p p l i c a t i o n be processed. 

Because of c e r t a i n time and f i s c a l pressures, Musselman, 
Owen & King r e s p e c t f u l l y request t h a t t h i s matter be considered 
and approved immediately so t h a t a r i g which i s p r e s e n t l y 
a v a i l a b l e t o begin d r i l l i n g of t h i s w e l l may proceed. 



Mr. David Catanach, Engineer 
December 23, 1987 
Page 3 

Thank you f o r your t i m e l y c o n s i d e r a t i o n of and response t o 
t h i s matter. 

Sincer e l y , 

WPP/lb 
Encl. 
cc: Musselman, Owen & King Operating, Inc. [w/Encl.] 

Mr. Michael Hedrick 
[wpp:132] 
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