
March 10,^89 " 

New Mexico "FH" State Com. 
Well No. 1 
Lea County, New Mexico 

'',[ 

New Mexico Oil Conservation Division 
P.O. Box 1980 
Hobbs, New Mexico 88240 

Attention Jerry Sexton, Supervisor 

Exxon requests administrative approval to d r i l l the captioned well as an 
unorthodox location with possible completions in the Salt Lake Morrow South, 
Salt Lake Atoka South, and Salt Lake Bone Springs Pools. 

This well was staked at the optimum geologic location, 1980 feet from the 
North and 1420 feet from the West line of Section 32, T20S, R33E in Lea 
County. I t is too close to an interior quarter quarter section line. 

By copy of this letter, offset operators are notified of our intend to d r i l l 
this well at an unorthodox location. 

Offset operators notified are: 

Enron Oil & Gas Company, 508 W. Wall, Ste. 900, Midland, TX 79701 
Grace Petroleum, 6501 N. Broadway, Oklahoma City, OK 73116 
Texaco Producing Inc., 1401 N. turner, P.O. Box 728, Hobbs, NM 88240 
Southwestern Resources, 1111 W. Country Club Road, Roswell, NM 88201 
Enerloc Resources, 1221 Mechem Drive, Ruidoso, NM 88345 
Bass Enterprises Production Co., 3700 Claydesta Nat'l Bank, P.O. Box 2760, 
Midland, TX 79702 

pm cdip,NY U.S.A. 
POST OFFICE BOX 1600 • MIDLAND, TEXAS 79702-1600 

PRODUCTION DEPARTMENT 
SOUTHWESTERN DIVISION 



STATE OF N E W MEXICO 

iENERSV .4Nt> MINERALS DEPARTMENT 

D I S T N I I 1 U T I O N 

s A n T A r c 

L A N D o r r i c t 

O P E K A T Of> 

O I L C O N S E R V A T I O N D I V I S I O N 
P. O . D O X 2 0 8 8 

S A N T A F E , N E W M E X I C O 8 7 5 0 ! 

Form C-101 
Reviled 10-1-78 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK 
I a. Type of Work 

b. Type of W«l! 

• 

DRILL PD DEEPEN f l 

O i l . 
W I L L 

C A * 
W I L L ra • I N C L t 

I O N 

PLUG BACK LZ) 

• M U L T I P l e 
Z ON c 

SA. Ind lco i f Typo o l L e a n 

.TATt f j ] r „ • 

1. Eloto O i l 6. Gas Loaoo No. 

V-1618 

7. Unit Agrcomonl Numo 

8. Farm or LeQse Kama 

New Mexico FH Sta te Cc 
2. Noc.t oi Operator 

Exxon Corporation 
9. VeU No. 

Attn: Permits Supervisor 
3. Address o l Operator 

P.O. Box 1600, Midland, TX 79702 
10. F i e ld and Pool, or Wildcat 

*See Below 

ul. clevauons i JAOIU whether Ut, KT, elc.J 

GL 3616' 
U I A . Kind 6 SiatuE Plug, bond 

Blanke t 
2 I B . D r i l l i n g Controctor 

Unknown 
22. Appro*. Dale Work w i l l Blart 

2-1-89 

23. 
PROPOSED CASING AND CEMENT PROGRAM 

S IZE OF H O L E S I Z E O F C A S I N G WEIGHT PER FOOT S E T T I N G D E P T H SACKS OF CEMENT EST. T O P 

* 17 1/2 13 3 / 8 5 4 . 5 550± 3 5 0 s x CLC S u r f 

12 1/4 9 5 / 8 40 4800± 9 5 0 s x CLC S u r f ' 

8 1/2 5 1 /2 2 0 , 17 13800 1 1 5 0 s x CLC 7 5 0 0 ' ± • 

BOPs: Minimum W.P. 3000 p s i , sketches attached. 

*Salt Lake Morrow South - Morrow 
Salt Lake Atoka South - Atoka 
Salt Lake Bone Springs - Bone Springs 

I M A B O V E S P A C E D E S C R I B E P R O P O S E D P D D C R A M I l » r > O r o l > l I I TO 6 t l » m Oa H U C » A C » . S I V C OATA ON f « I « I « I P A O C U C T I V C l O N f AMD r > 0 > O I C D « W » » O I 
T I V C l O N t . C W l BLOWOUT P f t C V L N T f R P R O C 1 A M , \ r A N T . 

I hereby cort i ly that tha information abova la trua and compicta to tha beat of my knowledge and ba i ia f . 

Ch-arlotte Harper 
Sif neo* _ 

:brar lo t te Harper , / 
T i t l e Permi ts Supervisor Dole 1-3-89 

(1 nil lpace foe Stair Lite) 

t P P K O V I O BV . 

CONDITIONS O f A P P R O V A L , t f A N T l 



S t a t * l a * . N o . . 

Federal La*. No. 

NEW MEXICO OJL CONSERVATION COMMISSION 

.WELL LOCATION AND ACREAGE DEDICATION PLAT 

Al l distances must t » from th* outer boissdsrles of tha Section. 

Form C-102 
Supersedes C'12B 
Effective H-6S 

Operator 

Exxon Corporation 
Lease N e w Mexico FH State Com Well No. 

/ 
Unit Letter 

F 
Section 

32 
Township Range 

33-if 
County 

<L£A 
Actual Footaqe Location of Well: 

1 3 8 0 feet from the A / 0 £ 7 W line and / < $ t ? 0 leet from the l r \ / t f S T line 

Ground Level Elsrv: 

36/6' 
Producing Formation 

BOAie 
Pool 

SALT CAKE BOAJ€ SP/?//J6 
Dedicated Acreage; 

40 
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? 

\ T \ Yea • No If answer is "yes:' type of consolidation rb&£- KflUlOb, 

If answer is "no," list the owners and tract descriptions which bave actually been consolidated. (Use reverse side of 
this form if "•»«*—any ^ 

No allowable will be assigned to the well until all interests have been consolidated (by communitization, unitization, 
forced-pooling, or otherwise) or until a non-standard unit, eliminating such interests, has been approved by the Commis­
sion. 

o u o seo 'oo I S M teao laso zaic 26*o 2 0 0 0 t soo 1OQ0 

CERTIFICATION 

/ he reby c e r t i f y t ha t f he i n f o r m a t i o n c o n ­

t a i n e d h e r e i n Is f rue ond* c o m p l e t e ro f h e 

bes f o f my k n o w l e d g e a n d b e l i e f . 

4 position cnar io t te ' Harper 
Permits Supervisor 

company Exxon Corporation 
Box 1600 Mid land. Texas 

D a t e 

1-3-89 

Date Surveyed 

Registered Professional Engineer 
and/or Land Surveyor 

Certificate No. 

..Worn Mexico C E . Sec. Fi le Mo 
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l ^ D M COMPANY U.S.A. 
POST OFFICE BOX 1600 • MIDLAND, TEXAS 79702-1600 

PRODUCTION DEPARTMENT 
SOUTHWESTERN DIVISION 

January 9, 1989 

New Mexico FH State Com 
Well No. 1 
Lea County, New Mexico 

New Mexico Oil Conservation Division 
P.O. Box 1980 
Hobbs, New Mexico 88240 

Attention Jerry T. Sexton, Supervisor 

Exxon requests administrative approval to d r i l l the captioned well as an 
unorthodox location with possible completions in the Salt Lake Morrow South, 
Salt Lake Atoka South, and Salt Lake Bone Springs Pools. 

This well was staked at the optimum geologic location, 1980 feet from the 
North and 1420 feet from the West line of Section 32, T20S, R33E in Lea 
County. I t is too close to an interior quarter quarter section line. 

By copy of this letter, offset operators are notified of our intent to d r i l l 
this well at an unorthodox location. 

Offset operators notified are: 

Enron Oil & Gas Company, 508 W. Wall, Ste. 900, Midland, TX 79701 
Grace Petroleum, 6501 N. Broadway, Oklahoma City, OK 73116 
Texaco Producing Inc., 1401 N. Turner, P.O. Box 728, Hobbs, NM 88240 
Southwestern Resources, P.O. Box 1756, Roswell, NM 88201 
Bass Enterprises Production Co., 3700 Claydesta Nat'l Bank, P.O. Box 2760, 
Midland, TX 79702 

Sincerely 

Charlotte Harper 
Permits Supervisor 

CHH:jjf 
Attachments 

A DIVISjON'GF EXXON CORPORATION 



m COMPANY U.S.A. 
POST OFFICE BOX 1600 • MIDLAND, TEXAS 79702-1600 

PRODUCTION DEPARTMENT 
SOUTHWESTERN DIVISION 

March 22, 1989 

Administrative Application for 
Unorthodox Location 
New Mexico "FH" State Com. 
Well No. 1 
Lea County, New Mexico ' 

Oil Conservation Division 
310 Old Santa Fe Trail 
Santa Fe, New Mexico 87503 

Attention Michael E. Stogner 

Exxon requests administrative approval to dri l l the captioned well as an 
unorthodox location with possible completions in the Salt Lake Morrow South, 
Salt Lake Atoka South, and Salt Lake Bone Springs Pools. 

Per your request of February 15, 1989, we have attached geologic support for an 
unorthodox location, proof of notice to offset operators, ownership plat showing 
offsetting tracts, and plat for the Salt Lake Bone Springs Pool. 

If you have any questions concerning this application, please call me at (915) 
688-7548. 

Sincerely 

Charlotte Harper 
Permits Supervisor 

CHH:jjf 
Attachments 

A DIVISION OF EXXON CORPORATION 



Exxon Corp. New Mexico "FH" State Com. #1 
Request for Unorthodox Location 

Geologic J u s t i f i c a t i o n 

Exxon's New Mexico "FH" State Com. #1 has been staked at an unorthodox 
location 1980' FNL and 1420' FWL, Sec. 32, T-20-S, R-33-E, Lea County, New 
Mexico. Two Geologic controls on production were considered i n 
recommending th i s location. F i r s t , the "FH" #1 location needs to be on 
the upthrown side of a northwest-southeast trending f a u l t (The Morrow 
well i n Sec. 33 was non-productive because of i t s location on the 
downthrown side). The fau l t is interpreted to cut the northeast corner 
of Sec. 32 (see attached structure map). Our proposed location is expected 
to be a reasonable distance from this f a u l t . 

The second control on production is the position of the well within the Morrow 
porosity trend. Our proposed location for the "FH" #1 would place the well 
along the axis of the northwest-southeast porosity trend running through 
Sec. 32 (see net porosity isopach map.) 

This unorthodox location w i l l provide Exxon with the best chance of 
establishing economic production from the Morrow. 

B.P.Gregsdh 
March 10, 1989 



EXXON CORPORATION 

SALT LAKE SOUTH AREA 
TO 

Structure: Top Morrow Clastics 
C . I . : 1 0 0 ' S c a l e : 1 " = 2 , 0 0 0 ' 

T 2 0 - 2 1 S, R 3 2 - 3 3 E Lea New M e x i c o 
— T n - r -"TTT rm 

1 0 / 8 8 a .P . G r e g s o n „ , T f l .E .L . 

320 Acre Morrow Prorat ion Unit 

L i t t le Eddy Unit Boundary 

FH#1 Exxon Proposed Locat ion 

Morrow Gas Well 

-O- Morrow Dry Hole 

j EXHIBIT N o . _ 
j CASE No. 9 5 2 0 
I HEARING DATE: NovemDer 9. 1988 



EXXON CORPORATION 
SALT LAKE SOUTH AREA 

HIE 

Net Porosity Isopach 
Morrow 

T 2 0 - 2 1 S, R 3 2 - 3 3 E Lea New M e x i c o C . I . : 1 0 ' S c a l e : 1 ' = 2 , 0 0 0 ' 

1 0 / 8 8 8 .P . G r e g s o n R.E.L. 

4 0 % GR 3% P o r o s i t y 

^ ^ ™ ^ * » " 320 Acre Morrow Prorat ion Unit 

Lit t le Eddy Unit Boundary 

FH # 1 Exxon Proposed Locat ion 

Morrow Gas Weil 

Morrow Dry Hole 

EXHIBIT No. 5 
CASE No. 9 5 2 0 
HEARING DATE: November 9, 1988 
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; A SENDER: Complete iterrrr^- and 2 when additional services are desired, and complete Items 3 
• ™ a n d 4 . ».,.., •——.- . . "*f?»,.s,;..,. '•"'?»•:),.?•;-..,:• ;.«*«:...•,. , , . ' • ' 
. Put your address in the " R E T U R N TO".Space on the reverse side. Failure to 'do this wil l prevent this 
card f rom being returned to .vou. The return reeelDt fee wi l l Drovlde vou the name of the oerson 
delivered to and the date of dallverv. For additional feas tha fo l ln^ lnn mrvlcx. »r« ouoii.hio r«n. . . i» 
postmaster for fees and check box(ea) for additional service(s) requested. : - • ••-
1. O Show to whom delivered, date, and addressee's address. 2. O Restricted Delivery 

1 (Extra chargejt - t (Ex t ra charge;t 

3. Art icle Addressed to 

fatten,'*)") v&vs-
«4 v 

4 . Art icle Number 3. Art icle Addressed to 

fatten,'*)") v&vs-
«4 v 

"Type of Service: ' : • . v . i r , 
•^Regis tered « ; ; *£ • Insured 
B X e r t W I e d ^ l ^ D / q p D . 
• Express M a l l ; - ; ' 

3. Art icle Addressed to 

fatten,'*)") v&vs-
«4 v Always obtain signature of addressee 

or aaent and DATE DELIVERED. 

5. Signature -/Addressee / 8. Addressee's Address (ONLY if 
; /-ftfu esfe</ a/uf fee paid) 

6. Signature - Agant 

8. Addressee's Address (ONLY if 
; /-ftfu esfe</ a/uf fee paid) 

7. Date of Delivery ^ tj^ 

8. Addressee's Address (ONLY if 
; /-ftfu esfe</ a/uf fee paid) 

PS Form 3 8 1 1 , Mat. 1987 * U S.OP.O.1687-176-268 DOMESTIC RETURN RECEIPT 
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SENDER: Complete Items 1 and 2 when additional services are desired, and complete items 3 
W a n d 4 
Put your address in the " R E T U R N T O " Space on the reverse side. Failure to do this wil l prevent this 
card f rom being returned to vou. The return reeelDt fee wi l l provide vou the name of the person 
delivered to and the date of delivery. For additional faas tha follnwlna snrui™* »r« nvnllnhlo rnn.nit 
postmaster for fees and check box(es) for additional servlce(s) requested '/ 
1. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 

\(Extra charge)\ 1 (Extra charge ft 

3 Art ic le Addressed to 

nil -O. Cdoniry C/tcbfa. 

4^-Art icle Number 3 Art ic le Addressed to 

nil -O. Cdoniry C/tcbfa. 
—a f ~~~—1 1 r 

Type of Service: 
• ^F^egistered • Insured 
Uncer t i f i ed • COD 
D Express Mail ."> 

3 Art ic le Addressed to 

nil -O. Cdoniry C/tcbfa. 

Always obtain signature of addressee 
or aaent and DATE DELIVERED. 

5. ^Signature — Addressee f \ . 8. • Addressee's Address (ONL Y if 
requested and fee paid) 

6 Signature - /Aaen t 

X ^ / / 

8. • Addressee's Address (ONL Y if 
requested and fee paid) 

7 Date of Delivery , / 

3 um •• . 

8. • Addressee's Address (ONL Y if 
requested and fee paid) 

PS Form 3 8 1 1 , Mat. 1987 * U.S.0LP.O. 1987-178-268 : ' DOMESTIC RETURN RECEIPT 

NM FH S t . Com #1 - APD 
A S E N D E R : Complete Items 1 and 2 when additional services are desired, and complete items 3 
• " a n d 4. , ' . ; . ' : w r i . : - ' " . " 
Put your address in the " R E T U R N T O " Space on the reverse side. Failure to do this wi l l prevent this 
card f rom being returned to vou. The return reeelDt fee wi l l provide vou the name of the person 

-delivered to and the date of delivery. For additional fan* thu fnllnuiln^i earvirn. « . avoiiohio rnn...u 
postmaster for fees and check box(es) for additional service(s) requested. 
1. • Show to whom delivered, date, and addressee's address. : 2. • Restricted Delivery 

i (Extra charge) t - r; v- 1(Extra charge)1 

3 Art icle Addressed to 

Grace P e t r o l e u m 
6501 N. Broadway 
Oklahoma C i t y , OK 73116 

4 — iggsjagg 3 Art icle Addressed to 

Grace P e t r o l e u m 
6501 N. Broadway 
Oklahoma C i t y , OK 73116 

Type of Service: 
D Registered D Insured 
E Certified ~ " / • COD 
• Express Mall 

3 Art icle Addressed to 

Grace P e t r o l e u m 
6501 N. Broadway 
Oklahoma C i t y , OK 73116 

Always obtain signature of addressee 

or anentand DATE DELIVERED. 

S. Signature — Addressee 

x ' < A 

8. Addressee's Address (ONL Y if 
requested and fee paid) 

6. Signature - ftgant V\ C / l V - , v 

x V f T > W %^vA^r^ r f ^ ; | 

8. Addressee's Address (ONL Y if 
requested and fee paid) 

7. 0Bte of Delivery || \ J 

8. Addressee's Address (ONL Y if 
requested and fee paid) 

PS Form 3811, Mai 1987 US.aP.O. 1887-178-268 

ui X 

mrr l 'H" 

DOMESTIC RETURN RECEIPT 

• S I S ? C ° m P l e t e ' t e m * 1 " n d 2 W h e n « « l t l o n a l services are desired, and complete i tem. 3 

Z S a ^ r o m l Z Z ™ ^ R « T U R N - r T K ° " l S P * ° ° n * ° r s v o ™ » 8 l d e - F = " « ' « *o dc t ^ u P -

1 . • Show to whom delivered, date, and addressee's address. 2. O Restricted Delivery 

3. Article Addressed to ] 7~ 

„ E n r o n „ 0 i l & Gas Co . \ ' * 

s 5 0 8 W. W a i l - ^ S t e . 900 ' 
M i d l a n d , TX * 7 9 7 0 1 ' ' 

4 . Art ic le Number ^ _ o t * > ' 0 
3. Article Addressed to ] 7~ 

„ E n r o n „ 0 i l & Gas Co . \ ' * 

s 5 0 8 W. W a i l - ^ S t e . 900 ' 
M i d l a n d , TX * 7 9 7 0 1 ' ' 

Type o f Service: 

• Registered • Insured 
X X Certif ied • COD 
• Express Mail 

3. Article Addressed to ] 7~ 

„ E n r o n „ 0 i l & Gas Co . \ ' * 

s 5 0 8 W. W a i l - ^ S t e . 900 ' 
M i d l a n d , TX * 7 9 7 0 1 ' ' 

Always obtain signature of addressee 
or agent and DATE DELIVERED. 

5. Signature — Addressee 

x 
8 Addressee's Address (ONL Y if 
:!,zrewestedandfee paid) 

7. Date of Delivers., ^ 

8 Addressee's Address (ONL Y if 
:!,zrewestedandfee paid) 
8 Addressee's Address (ONL Y if 
:!,zrewestedandfee paid) 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

GARREYCARRUTHERS 
GOVERNOR 

February 15, 1989 

POST OFFICE BOX 2088 
STATE LAND OFFICE BUILDING 

SANTA FE. NEW MEXICO 87504 
(505) 827-5800 

Exxon Company, USA 
P.O. Box 1600 
Midland, TX 79702-1600 

Attention: Charlotte Harper 

RE: Provisions of Division Order No. R-
8790. Administrative Application for 
an unorthodox location. New Mexico 
"FH" State Com Well No. 1; 980 FNL 
- 1420 FWL, 32-T20S-R33E, Lea 
County, New Mexico. 

Dear Ms. Harper: 

I am in receipt of your letter to our Hobbs District Office concerning the 
subject f i l ing, however, that information is insufficient for the Santa Fe office 
to approve this location. Please make a proper filing with this office pursuant 
to the requirements of General Rule 104.F. 

Such a filing shall include: 

1. Adequate geological data; 
2. Adequate proof notice; and 
3. An ownership plat showing these offsets and designated acreage for 

those zones which will be spaced on units smaller than 320-acres. 

If you should have any questions concerning this matter, please contact me. 

Michael E. Stogner 
Administrative Application Reviewer 

MES/ag 

cc: Oil Conservation Division - Hobbs 
Case File: 9520 
Jim Bruce 
Bill Duncan 



STATE OF NEW MEXICO 
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 9520 
Order No. R-8790 

APPLICATION OF EXXON CORPORATION 
FOR COMPULSORY POOLING, LEA 
COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8:15 a.m. on November 
9, 1988, at Santa Fe, New Mexico, before Examiner David R. 
Catanach. 

NOW, on t h i s 30th day of November, 1988, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the record, and 
the recommendations of the Examiner, and being f u l l y ^advised 
i n the premises, 

FINDS THAT: 

(1) Due p u b l i c notice having been given as required by 
law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The ap p l i c a n t , Exxon Corporation, seeks an order 
pooling a l l mineral i n t e r e s t s from the surface t o the base 
of the Undesignated South Salt Lake-Morrow Gas Pool under­
l y i n g the W/2 of Section 32, Township 20 South, Range 3 3 
East, NMPM, Lea County, New Mexico, forming a standard 
3 20-acre spacing and p r o r a t i o n u n i t f o r any and a l l forma­
t i o n s and/or pools w i t h i n said v e r t i c a l l i m i t s developed on 
320-acre spacing. 



CASE NO. 9520 
Order No. R-8790 
Page -2-

(3) At the time of the hearing, i t was determined that 
the proposed w e l l , which i s to be dedicated to the above 
described proration u n i t , i s located at an unorthodox gas 
well location 1980 feet from the North l i n e and 1420 feet 
from the West l i n e (Unit F) of said Section 32. 

(4) The applicant has the r i g h t to d r i l l and proposes 
to d r i l l a well at the above described unorthodox gas well 
location. 

(5) Prior to commencing d r i l l i n g operations, the 
applicant should be required to obtain Division approval for 
the above described unorthodox gas well location. 

(6) There are interest owners i n the proposed prora­
t i o n unit who have not agreed to pool t h e i r interests. 

(7) To avoid the d r i l l i n g of unnecessary wells, to 
protect correlative r i g h t s , to avoid waste, and to afford to 
the owner of each interest i n said un i t the opportunity to 
recover or receive without unnecessary expense his just and 
f a i r share of the production i n any pool completion r e s u l t ­
ing from t h i s order, the subject application should be 
approved by pooling a l l mineral interests, whatever they may 
be, within said unit. 

(8) The applicant should be designated the operator of 
the subject well and u n i t . 

(9) Any non-consenting working interest owner should 
be afforded the opportunity to pay his share of estimated 
well costs to the operator i n l i e u of paying his share of 
reasonable well costs out of production. 

(10) Any non-consenting working interest owner who does 
not pay his share of estimated well costs should have with­
held from production his share of the reasonable well costs 
plus an additional 200 percent thereof as a reasonable 
charge for the r i s k involved i n the d r i l l i n g of the well. 



CASE NO. 9520 
Order No. R-8790 
Page -3-

(11) Any non-consenting interest owner should be 
afforded the opportunity to object to the actual well costs 
but actual well costs should be adopted as the reasonable 
well costs i n the absence of such objection. 

(12) Following determination of reasonable well costs, 
any non-consenting working interest owner who has paid his 
share of estimated costs should pay to the operator any 
amount that reasonable well costs exceed estimated well 
costs and should receive from the operator any amount that 
paid estimated well costs exceed reasonable well costs. 

(13) The applicant proposed that overhead rates of 
$6068.00 per month while d r i l l i n g and $660.00 per. month 
while producing be fixed as reasonable charges for super­
vision (combined fixed rates). 

(14) Average overhead rates obtained from Ernst & 
Whinney 1988 Survey of Combined Fixed-Rate Overhead Charges 
for O i l and Gas Producers are substantially lower than those 
proposed by the applicant. 

(15) The overhead rates proposed by the applicant 
should be adjusted to r e f l e c t amounts more i n l i n e with 
current industry averages. 

(16) $5500.00 per month while d r i l l i n g and $550.00 per 
month while producing should be fixed as reasonable charges 
for supervision (combined fixed rates); the operator should 
be authorized to withhold from production the proportionate 
share of such supervision charges a t t r i b u t a b l e to each non-
consenting working i n t e r e s t , and i n addition thereto, the 
operator should be authorized to withhold from production 
the proportionate share of actual expenditures required for 
operating the subject well, not i n excess of what are 
reasonable, att r i b u t a b l e to each non-consenting working 
interest. 

(17) A l l proceeds from production from the subject well 
which are not disbursed for any reason should be placed i n 
escrow to be paid to the true owner thereof upon demand and 
proof of ownership. 
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(18) Upon the f a i l u r e of the operator of said pooled 
uni t to commence the d r i l l i n g of the well to which said unit 
i s dedicated on or before March 1, 1989, the order pooling 
said unit should become n u l l and void and of no effect 
whatsoever. 

(19) Should a l l the parties to t h i s forced pooling 
reach voluntary agreement subsequent to entry of t h i s order, 
t h i s order shall thereafter be of no further e f f e c t . 

(20) The operator of the well and unit shall n o t i f y the 
Director of the Division i n w r i t i n g of the subsequent volun­
tary agreement of a l l parties subject to the forced pooling 
provisions of t h i s order. 

IT IS THEREFORE ORDERED THAT: 

(1) A l l mineral interests, whatever they may be, from 
the surface to the base of the Morrow formation underlying 
the W/2 of Section 32, Township 20 South, Range 33 East, 
NMPM, Undesignated South Salt Lake-Morrow Gas Pool, Lea 
County, New Mexico, are hereby pooled to form a standard 
320-acre gas spacing and proration unit for any and a l l 
formations and/or pools within said v e r t i c a l l i m i t s develop­
ed on 320-acre spacing, said unit to be dedicated to a well 
to be d r i l l e d at a proposed unorthodox gas well location 
1980 feet from the North l i n e and 1420 feet from the West 
lin e (Unit F) of said Section 32. 

PROVIDED HOWEVER, the operator of said un i t s h a l l 
commence the d r i l l i n g of said well on or before the 1st 
day of March, 1989, and shall thereafter continue the 
d r i l l i n g of said well with due diligence to a depth 
s u f f i c i e n t to test the Morrow formation. 

: PROVIDED FURTHER THAT, i n the event said operator does 
not commence the d r i l l i n g of said well on or before the 1st 
day of March, 1989, Ordering Paragraph No. (1) of t h i s order 
shall be n u l l and void and of no effe c t whatsoever, unless 
said operator obtains a time extension from the Division for 
good cause shown. 
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PROVIDED FURTHER THAT, should said well not be d r i l l e d 
to completion, or abandonment, within 120 days after com­
mencement thereof, said operator shall appear before the 
Division Director and show cause why Ordering Paragraph No. 
(1) of t h i s order should not be rescinded. 

(2) Prior to commencing d r i l l i n g operations on the 
subject w e l l , the applicant shall be required to obtain 
Division approval for the above described unorthodox gas 
well location. 

(3) Exxon Corporation i s hereby designated the opera­
tor of the subject well and u n i t . 

(4) After the effective date of t h i s order and wit h i n 
90 days pri o r to commencing said w e l l , the operator s h a l l 
furnish the Division and each known working interest owner 
i n the subject un i t an itemized schedule of estimated well 
costs. 

(5) Within 30 days from the date the schedule of e s t i ­
mated well costs i s furnished to him, any non-consenting 
working interest owner shall have the r i g h t to pay his share 
of estimated well costs to the operator i n l i e u of paying 
his share of reasonable well costs out of production, and 
any such owner who pays his share of estimated well costs as 
provided above shall remain l i a b l e for operating costs but 
shall not be l i a b l e for r i s k charges. 

(6) The operator shall furnish the Division and each 
known working interest owner an itemized schedule of actual 
well costs within 90 days following completion of the we l l ; 
i f no objection to the actual well costs i s received by the 
Division and the Division has not objected within 45 days 
following receipt of said schedule, the actual well costs 
shall be the reasonable well costs; provided however, i f 
there i s objection to actual well costs within said 45-day 
period the Division w i l l determine reasonable well costs 
after public notice and hearing. 
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(7) Within 60 days following determination of reason­
able well costs, any non-consenting working interest owner 
who has paid his share of estimated well costs i n 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 reason­
able well costs. 

(8) The operator i s hereby authorized to withhold the 
following costs and charges from production: 

(A) The pro rata share of reasonable well costs 
at t r i b u t a b l e 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 i s 
furnished to him. 

(B) As a charge for the r i s k involved i n the 
d r i l l i n g of the w e l l , 200 percent of the pro 
rata share of reasonable well costs a t t r i b u t ­
able 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 i s furnished 
to him. 

(9) The operator shall d i s t r i b u t e said costs and 
charges withheld from production to the parties who advanced 
the well costs. 

(10) $5500.00 per month while d r i l l i n g and $550.00 per 
month while producing are hereby fixed as reasonable charges 
for supervision (combined fixed rates); the operator is 
hereby authorized to withhold from production the propor­
tionate share of such supervision charges a t t r i b u t a b l e to 
each non-consenting working i n t e r e s t , and i n addition there­
to, the operator i s hereby authorized to withhold from pro­
duction the proportionate share of actual expenditures 
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required for operating such well, not i n excess of what are 
reasonable, a t t r i b u t a b l e to each non-consenting working 
interest. 

(11) Any unleased 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 charges under the terms of t h i s order. 

(12) Any well costs or charges which are to be paid out 
of production shall be withheld only from the working i n t e r ­
est's share of production, and no costs or charges s h a l l be 
withheld from production a t t r i b u t a b l e to royalty interests. 

(13) A l l proceeds from production from the subject well 
which are not disbursed for any reason shall immediately be 
placed i n escrow i n Lea County, New Mexico, to be paid to 
the true owner thereof upon demand and proof of ownership; 
the operator shall n o t i f y the Division of the name and 
address of said escrow agent wi t h i n 30 days from the date of 
f i r s t deposit with said escrow agent. 

(14) Should a l l parties to t h i s forced pooling order 
reach voluntary agreement subsequent to entry of t h i s order, 
t h i s order shall thereafter be of no further e f f e c t . 

(15) The operator of the well and unit shall notify the 
Director of the Division in writing of the subsequent volun­
tary agreement of a l l parties subject to the forced pooling 
provisions of this order. 

(16) J u r i s d i c t i o n of t h i s cause i s retained for the 
entry of such further orders as the Division may deem 
necessary. 
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DONE at Santa Fe, New Mexico, on the day and year 
hereinabove designated; 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

S E A L 



GARREY CARRUTHERS 
GOVERNOR 

STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

HOBBS DISTRICT OFFICE 

ens i ni i icr mix ifinn 
HOBBS. NEW MEXICO BOS') 1-1 MOO 

(505) 393-6161 

OIL CONSERVATION DIVISION 
P. 0. BOX 2088 
SANTA FE, NEW MEXICO 87501 

RE: Proposed: 
MC 
DHC 
NSL X 
NSP 
SWD 
WFX 
PMX 

Gentlemen: 

I have examined the application for the: 

1 FEB ^ 3 

OIL CONSERVATION DJ' 
SAMTA F£ 

Operator (/ Lease & Well No. Unit 

and my recommendations are as follows: 

S-T-R 

Yours very truly. 

Jerry Sexton 
Supervisor, D is t r i c t 1 

/ed 


