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MR. STAMETS: Call next Case Number 4955,

MR. CARR: Case 4955, Application of Pierce and
Dehlinger for a non-standard oil proration unit, or in
the alternative, compulsory podliné, Iea County, New
Mexico.

MR. MORRIS: Mr. Examiner, I'm Dick Morris of
Montgomery, Pederici, Andrews, Hannahs and Morris,
San’:a Fe, appearing on behaif of the Applicant in this
case and in cases 4956 and 4957, which I now move be
consolidated wiﬁhbéase 4955 for the pdfposeéiofrfﬁé
Hearing.

MR, STAMETS: Are there any objections to this
consglidatioh?'

MR, LOSEE: Let me appear, first,

MR. STAMETS: Mr. Losee?

MR, LOSEE: A; S. Losee of Losee and Cérson. I
am appearing with Mr. Rosco Walker of the Colorado Bar,
representing Mr. Charles A. Baer, Trustee in
Bankruptcy in Reprganization of Ring Resources Company,
Arthur Lipper III, and the Madison Avenue Gréup. We
have no objection to the consolidation.

MR. STAMETS: The cases will be consolidated for

purposes of testimony.

MR. MORRIS: We have one witness, Mr. Martin

Pehlinger; and we ask that he be sworn at this time.
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L 1 | MARTIN DEHLINGER,
| "{ ’ ; 2| was called as a witness and after being duly sworn according
e ; 3| to law, testified as follows:
o 3 4 | DIRECT EXAMINATION
- 's| BY MR. MORRIS: |
m 6/ Q Mr;‘ Dehlinger, please state your name andA vhere. you reside

71 A My name is Martin E. Dehlinger., I reside in Midland,
s| Texas.
9! 0  What is your connection with the i.pplic‘ant,'tii‘er_ce and

10 Deﬁlinge’r, in these cases?

¥
Y, meier & associa

1n| a I am the Dehlinger of Pierce and Dehlinger partnership.

’_ﬂ -g . Q what is your profession, Mr. Dehlinger?.
; = 2 :
. - ,4 -§ g’g A, By training, I am a geologist.
‘j gg 14 Q Would you briefly outline your education and experience
o W S
B ;g s as a geologist?
_. §§ 16{ A I have a Bachelor of Science from the Texas College
; . ‘3% T _ of :M‘ines with a major in geowlog'y and a mi”nor in chemisti'y.
t %é 18 I have a Master's Degree from the University of Texas with
_J gg 19 a major in geology and a minor in petroleum engineering.
T
7 gé 20 I have worked as a geologist with Humble Oil
— - :
- §§ 21 Company, Murphy Corporation, Forced gil Corporation; and
= E; 22 for the last six years, I have been an independent oil
EE operator.
‘ g B
- §':“ 2% Q How much of your experience has been in the Permean

Basin area?
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A ) 1| A About 20 years.

? o -2 MR. MORRIS: Are the witnesses' gqualifications
: ; 3] acceptable?
ST 4 MR. STAMETS: They are.

N~ ii 3 “Q‘ Mr. Dehliﬁger, if you will pleaée refer to wﬁat has been
_ 6| marked as EXhibit‘l in this case, which is a three-part
i 7 ' exhibit contaiﬁing ghree separate plats, would you first
- ﬁ '~ on the first part of that exhibit identify tﬁe»color
B 9 code?

0] A The color code on Exhibit41 has a pink color which

T e

1| represents acreage held in the majority integest by

King Resources. The yellow color represents acreage

dearnley, meier & associates

which is held by Pierce and Dehlinger with’varying other

o3
U~
.§ ‘;é | | operators.
) :2 1s| @ And is the working interest under each of the color
lad! 3.z B
g . i
oxs 55 46 coded tracts shown on this plat?
[ 4 .
o y .
% §§ | A Yes, sir. They each differ in color, and esach unit
i va *e .
i 35 18 shows the working interest as represented in that tract.
P13 12 |
. gij %: '19 Q Would you please réfer to these three plats and outline
19 ' :
2 o
3 e 20 in detail, Mr. Dehlincer, what it is that Pierce and
e 2% :
§ §; 21 Dehlinger seeks by 1its applications in these cases
b b 22 including the various alternatives: zad as you go through,
L,'Z
3 O - -
R é§ 23 Please state your preferences with respect to the
L go
- z—
2, various alternatives.

?t# A Pierce and Dehlinger comes to the New Mexico 0i1l . _J
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: 1 Conservation Commission with the following requests in
| 7 -;“ 2 the vada Bough ngn field in Sections 13, 14, and 24,
. :
_ 3| 9 South, Range 33 East, Lea County, New Mexico. Our
4 ‘firSt request and preferences are for a non—éta’ndard
"'l _ 8 proration unit consisting of the Southeast Quarter of
~ ‘ __ m 6 the Northeast Quarter of Section 14 and the West Half,
| A = Ty Northwest Quarter of Section 13 and --

8| @  Excuse me, You said the West Half of the ‘Northwest. Do

9 you mean the South Half?

10| A Excuse me, The South ?Ha'lf_ of the No'rthiveét of Section 13

J
ey, meier & associa

11 and the Southwest of the Northeast of Section 13. So

= = our second non-standard 160-acre proration unit request
¢ . S T .

B! g is for the South Half of the South Half of Section 13. _ 3

"‘% 14 Our next request is for a non-standard 160-acre |
P 15| proration unit described as the South Half;-'of the North ;
% Z 16 Half of Section 24. o ‘

“‘ 7] Q Now, these recommendations or requests that fou have just

j 18 gone through réfer to thrée separate non—standard units

._ 19| as shown on the first plat of this three-part exhibit?

20| A Yas, sir.

2| © All right, To what wells a* what locations would you

22 propose to dedicate these non-standard units?

23 A The first non-standard unit which would be in the North

1216 FIRST NATIONAL BANK BLDG, EASTeALBUQUERGQUE, NEW MEXICO B7108

24 Half of Section 13, we would dedicate that 160 acres to

200 SIMMS BLOS.e PO, BOX 10020PHONE 243-00910 ALBUQUKRQUE, 'NEW MEXICO 87103

oy 25 a well to be drilled 1980 from the North and the East of

e
)
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Section 13. fThe second propation unit, which is the
South Half of the Southwest of 13, would be dedicated to
a well 660 fromjthe South.

Excuse me. iou said ﬁhekSouth'Half of the Southwest.
You don?t meén that, fou>méan the South Half of the
South Half of 15?

South ﬁélf'bf‘13, I'm sorry.

All right.

Dedicatéd‘to£Weil 660 from the South and the West of
Sectionglé. The thifd'nén-séandard proration unit,
which ig the ‘South Half of the North Half of Section 24,
would be dedicaésd to a well 1980 from the North and

660 from the East.

All right. Ndw; does this first plat and the explanation
that you have made with fespect to it represent your
pféfereﬁces_dr.dlternativas Ehat you area presenting here
today? | |

Yes, sir, This{is oﬁr\first choice.

All rigﬁt. Now,‘pleasé refer to the second plat and

for the sake bf brevity you might just explain it by
comparing wherein it differs from the first plat.

The second plat differs from the first plat in that the
140-acre tract lying in Section 14 has been left out and
our proration unit or non-standard proration unit would

be a 120-acre tract described as the South Half of the
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2

Northwest Qu&réér and thé Southwest of the Northeast

Quarter and dedicated to a well to be drilled 1980

‘from the North and the East lines of Section 13. The

other two tracts remain as the first plat.

‘All right, 1Is this alternative fo% the 120-acre unit;
presentéd in recdqnition tﬁat thefCommission might havp
some qualms about extending a non-standard unit across
section lines? -

Yes, sir. It is.’

Now, pleasé tﬁrn to the‘third of the three plat exhibiés
and exélain that alternative.

The third plat is our last and least desirable request,
but it takes into account a force pooling with other
operators which we have been unable to come éo an
agreement with, These 160-acre regular units would be
described as the Northeast Quarter of Seétion 13.

While you are at it, go aheéd and state the location of
the well that it would be dedicated tb.

To be dedicated to a well 1980 from the Nortﬁ and'sﬁq é.,
£rom the East line of Section 13. The Secoha fééﬁl#rt:
160—-acre proration unit to be described is the Southeaét
Quarter of Section 13>dedicated to a well to be drilled
660 from the South and the East lines of Section 13, |
and there is under this arrangement a new proration unit,

regular proration unit is to be made out of the Southwest
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0

Quarter of Section 13 and is dedicgted to a weil already
producing 660 out of ;ée South and the West lines of
Section 13, : | |

The last and fou?;h regulai 160-acre pfofation unit
is gescribed as the N;%theast Quartar of Section 24 and
wbuld’be dedicated tQ ; well to be drilled 1950 from the
North and 660 from tﬁegEast lines of Section 24.
In referring to tﬁe éo;thwest Quarter of Se¢€1bn iB;Ayoﬁ

referraed to the presén}ly existing well. 1Is Pierce and <«

'Dehiinger preséntiy Ehé operator-of that well?

Yes, sir,

And under your requeé&*for compulsory pooling, would
Pierée and Dehlinger}b?‘the’oberator of the other three
wells that you would%éropose to 4rill?

Yes, sir. - |

You are not making‘aﬁi proposal at this timeéwith respect
to compulsory pooliné%of the Northwest Quarter of Section
13 or the Northwest ééarter of Section 247

No, sir, ’

You have stated that'éour preferences for non-standard
units and your least‘desirable alternative is compulsory
pooling, Would you ééplify on that statement?

Yes, sir. The King RésOurces, as we have previously
noted as having the pinning acreage in this area is,

now has financial and’ legal problems which attach
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themselves to their acreage; and if we were in operatidns

~with them using their acreage, why, those problems might -

also rub off on us.

Let me aék you specifically, Mr. Dehlinger, are you in

possession of abstracts of title that reflect that there

are claims of lien against some of the King Resources
agents?

Yes, sir.

Are there any other reasons other than just financial_
reasons orAxgasons'relatéd to King ReaOurces‘operaging
under bankruptcy trustee that would cause difficulties
hére in obtaining a communitization? |

Well, sir, we just haven't been able to get alth*with

. King Resources. We have been involved in this area for,

since last July:; and in reference to this well in the

Southwest Quarter of Section 13, we had to go to court,

federal court.in Denver and get that well. And off and
on after that we had tried to talk with King Resources
and make some arrangement to drill ox to‘ﬁget'the
producing offsets to this acreage, but we have been
completely unsuccessful. In fact, we just can't get
together with them.

Would you outline in a little more detail the
negotiations that you have undertaken with King Resources

and its attorneys and the efforts that you have made
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individually or that you have caused you:;attorneys to
make on your behalf with respect to the éévelopment of
this area? >i

As I say, on or about October the 19th, ié?Z, why, we
went to court and thévc0urt gave us posséésion'of the

well in the Southwest Corner of Section,ii;'ahd after

the judge had indicated that we had, thaﬁéit was ocur well,!

why, we asked thézlawYer for King Résouréés>to see if‘
we couldn't get t%gether.tﬁat day and 1a§?oﬁt some
proéram to méet:tiese«offéets; bﬁﬁ they égbfined to meet
with us. |
And very shortly»thereafter, they agééd‘for’a
review of this‘ﬁﬁing.j ﬁéuﬁeid any furthéé activities»
in the area off for another;vmust have béénA45 or 60
days and then their review was denied. Aédee asked
them again and we;dian't get any cooperaéfoﬁ there: In
the meantime, theivicé-prééidenﬁ ih’charéé»éf'produdtiOh
for King Resources come through ﬁidland ééveral timeé,
and he recognized the need to meét these%érdducing:
offsets, but still we weren't getting do%ﬁ ﬁo'any
specifics, And then, let's see, on Febréiry 27th or
after a telephone conversation with Mr. ﬁénﬁ; we sent
him an AFE related to drilling a well in%éhe Southeast of

the Southeast of Section 13 and to dats héve had no

answer in regard to that proposal.

AN A A M 8 1
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At just about this same time, we also sent a number
of AFE's to our attorney in Denver, Mr. Gene Reidy, and
asked him to contact the Denver people of Kin§ Resources.
Mr. Reidy contacted a number of these people, Mr. Walker,
the attorney here today, aﬁbng others; and we didn't
gdet any, rothing came of that,

And aé late as last week, we -journeved to>Denver with
the expectation that the head man, Mr. Baer, for King
Resources would be there and we would probably clear this
thing up. We arrived timely at the meeting place but |
Mr, Baer didn't show up; and after considerable visiting
and conferring, why, nothing again was done. So we still
haven't accomplished anything.

When you say accomplished anything, are 9ou referring now

to the communitization of acreage and the development of

the program for drilling the wells as you propose to

drill them?

Yes, sir.

All right. You referred to, I think your words were you
wanted to develop a program to meet the offsets.

Yes, sir.

What offsets are you referring to?

The offsets to the subject acreage would stay in, well,
9 South, 33 East, Secﬁion 12, €80 £rom the South and the

East line to Del-Apache Well, and it is ﬁaking about 300
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1 barrels of oil per day and is draining the Northeast f !
B 2 Quarter of Section 13, : | ‘ 1‘
. 3{ ¢ That's a Bough "C" weli? | ’ J
- 5| @  There is a direct offset, ‘Let's go now to 9 South,‘: 34 %
5_ g ‘5 East., There is a well 1980 from the South, 660 fr&n the
: “" g : .7 West of Sectibn 18 which is makiné‘, as I undérstanci it, |
i ’“ 5 | ‘3 ~ I haven't had a report ‘from the operaf.or, bﬁt he vis'
? - :: 1 9 making several hundred barrels of oil per day. ‘
; % 10 In Section 19 of 9 South, 34 East, 660 frOm"t}ie
: i 1 . North and the West lines, there is another produdix}g
_ % 3 2|  Bough "C" well makipg about 200 barrels a day. All of
= .§ §§ -3 these are approxima';ely 660 off of our, ﬁhe subjecf.
xe :
- gg 14 acreage; and it's a well-known fact that there is an
e ;o : i : 1
- ;g 15 °  extreme amount of drainage in this Bough "c* resérébir %
o gg 16 ‘ in the Vada Penn. |
=N :
; ": é% 17{ @ - In your opinion, Mr. Dehlinger, are these wells f:hﬁt you
- EE 18 have just referred to causing substa__n’tiai drainage and
- g; 19 depletion of pfessure from beneath ‘Yc;ixr land?
;5% 20| A Yes, sir, extreme drainage.
’ §§ 21 Q And has this been occurring now for some time?
68 «
- :S 2| A This has been occurring for about 8 to 10 months probably. |
B g% 23| Q How long have you been working trying to put toqetﬁer a |
25 24 drilling program in this area? How long have you 5een
- 25 » working with King Resources?
- !
M
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'72 indicated that we had possessioh of this well,
ownership of this well, why, we started trying then.
Yo; have been at it for some time? ’

Yes, sir.

Would you please now refer to wha? is marked as Exhibit

2 which is a set of three AFE's. Are those the, well,

state what wells and what locations those AFE's pertain

to, =
These AFE's would only apply if we were force pooled in
regular l60-acre tracts; and they, the first AFE would
be the DeSchmidt Federal which would apply to the well
1980 from the North and 660 from the East of Section 13.
The second one would be the Number 1 Ainswérth which
would apply £o.§ well to be drilled 660 from the South
and the East cf Section 13, | |

And the third, the Number 1 Samedan would refer to
the well drilled in Section 24, 1980 from the North, and
660 from the East, | |
In the event the Commission should order pooling Bf this
area, do you hava any recommendation to make with respect
to the overhead charges? 1Is that set forth on Exhibit
3?2
Let's see., You had mine.

Would you explain Exhibit 3 anq what your suggestions for
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overhead charges of supervision would be? This is
Exhibit 3 of overhead charges and confined fixed rates,
a consensus of our idea on what other companies are
charging in this area for supervision of both drilling
wells and reducing wells. |

And in this case here in tegard>to the  Vada Bough-
“C" well, the depth is in the $8;000 to $12;006 range,
and the charge for dfilling a well per month we think is
commonly used in this country is $1590 per month. Now,
that is a manageﬁent-type charge fbr keepiﬁg'hp ﬁiﬁh |
everyday operations, filling ghe forms, the curing
matgrials, et cetera. That is a charge not inclﬁded in
the AFE itself? )
Right, yes,‘sir.
For drilling a well?
Yes, sir.
What about for producing a well?
For a producing well the charge is $195 and that‘incluQes
only, that includes charges that are not direct to the
well, In other words, it does not include the pumpers,
it doas not include the engineering, supervision, or any
of the other occasional jobs that have to he done on
a producing well,
Please refer to Exhibit 4 which is a plat and please

state what that exhibit is and what it shows.

AT Wt 1 AN b A A

£ ARG Byt 195 el St sema vt
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Exhibit 4 is a structure map of the Vada Bough "C" Field

“contoured on top of the Bough "C" formation which ie the

pay in the Vada. The color scheme as shown on this map,
the pink is King Resources acreage. The yellow is

Pierce and Dehlinger acreage. The wells circled in rea
have been pdtentialed as oil wells, and it does not denote
quality of the well. The dry hole Atteppts are circled

in brown and represent wells that were tight and

‘non-productive in £he Bough "C".

MR. STAMETS: Mr. Dehlinger, the red-circled wells
are completed in the Esugh "c"?
THE WITNESS: Yes, sir.

Now, there is one exception to the brown. There is a

" well in Section 23, 9 South, 33 East, 1980 from the North,

‘660 from the East, which waé drilled to ﬁhe Bough “C"
and-originally completed from the Bough ig“; It produced
9,573 barrels of oii from the Bough "C" but then
apparently was depletéd and plugged back to the Abo.

Now, these, you can see from the map why the
struétural position is not the main criteria for
production in the Vvada Bough "C", because you have high
wells that are tight and dry and you have low wells that
have made producers of varying qualities, and you have
by looking at the whole map, you can see that you have

tight areas scattered almost randomly throughout this

L Ayt




N |

A

P

o4
pues

dearnley, meier & associates -

209 SIMMS BLOG,# P.O. BOX 1002¢PHONE 243-6001¢ ALBUQUERQUE, NEW MEXICO 07;03

1216 FIRSY NATIONAL BDANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

1

16
7

18

wl

21

22

23

24

25

sace 17

'y

small poréion of the mab, Vada Flelds.

Would yougexplain the significancefof the dashed brown
lines shoﬁn on the maﬁf

The dashed brown- lines ehcircle the areas with the tight
non—productive Bough 'C" formation, except there seems to

be a main up-dip perneabillty pinchout so-labeled on the

koNorthwestgside and crossing the common King Resources-—

Pierce and Dehlinger acreage. We seem to see the

‘acreage'iﬁ question if'%he wells in question seem to be

i

getting pfetty'cloee to%a well-defined parmeability
pinchout which anv time vou are getting close to it, why,
it increases your rlsks of a dry hole,

From the information shown on this plat, this map, would
you commeqt concerniﬂg ;he provision of your application
that requésts'the Commi§sion in the event of force
pooling té assign a 200%percent-ri§k factor applicable
to any non—consenting working interest owner?

I think it's a pretty we11~known fact in Bough "C"
country that any well is a wildcat; and due to the
random occurrence of these tight non-porous Bough "C"
zones, why, it is very difficult to predict your
probab‘liéy of success.k And I think that because of
these random~type 20nes plus the way we are getting on
the Northwest gside of the field, why, we are liable to

have greater than~norma1 risk of a dry hole.
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And on that basis we ask the maximum that the oil

' Conservation will allow us for risk.
Is 200 pvercent penalty factor a common factor in

. operating agreements in the Permean Basin within your

ekperience?

Yes, sir. I think it-is.
While we are talking about this plat, Mr. Dehlinger, let -
" me ask you if in your opinion the propcséd:ﬁbn-Stindard

-; units that you have proposed as your first and second

alternatives, whether you believe them reasonably to be

- productive from the Bough "C" and in the Vada Pennsylvani

Pool?
Yes, sir. I Eﬁink we have, they are reasonably well-
situated and will contribute something to the proposed

wells.

In your opinion, Mr. Dehlinger, can the non-standard units

as you have proposed be approved by ghe Commission
without causing waste or impairing correlative rights?
Yes, sir. I think that this would enable King Resources
to go about its husiness and drill its wells; and due to
the efficiency with which Bough "C" wells can drain, why,
they will be able to get their oil from their allotted
acreage and we can get oﬁr oil from our acreage and won't
be in each other's way.

MR. MORRYIS: Mr. Examiner, at this time we would

b o et b o w6 he e a e
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BY MR. LOSEE:

offer Applicant‘s Exhibits 1 through 4,

MR. STAMETS: Are there any objections to the
admisslon of these exhibits? They will be admitted into
evidgnce. A i

MR, MORRIS: That's all we havq on birect
Examination.j

MR, STAMETS: Are there questiois ofAihis witness?

MR, LOSEE: Yes, Mr. Examiner. |

MR, STAMETS: Mr. Losee?

CROSS<EXAMINATION

o5 1
’

o ¥ O

‘Was that in 1969?

- out, that King Resources had, to'thﬁn in 1969?

Mr. Dehlinger, when aid you first be@ome involved with
King Resources on this acreage?

We turned the deal to Xing Resources originally.

Yes, sir. I think so.

So you didn't first get involved with them in 1972 when
you went to federal court as you had earlier said?
Well, you mean as far as being operqtors or as peers

as operators, is tﬁat what you meani

Well, regardless of the reasons, yo@ farmed this acreage

Yes.,

Pursuant to that farm-out, Plerce and Dehlinger has a

25 percent reversgery interest of paybut of the wells;iis J
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that correct?

Yes, sir.

Aﬁd pursuant to that famm-out agreement King Resources
drilled the Sheridan Number 1 Well in the Southwest
Quarter, Southwest Quarter of Section 13; gidn't they?
Yes, sir. )

Pierce and Dehlinger 4idn’'t pay any sharevdf:the expenses
of arilling that ﬁe-li; dia you?

No, sir, 7 A

And as a matter Sf'féct,‘the,éo@thwest"duarter of Section
13 was dedicated to that well when it was completed as

a producer in 1970; was it not?

Shortly after it was‘drillgd as a Wildéat on a 40-adre
proration unit; but shortly after that, why, they did

make a pool agreement.

‘They filed a unit designation in the court records and

the records of thé"oil‘cémmission will show tﬁe 160 of

the Southwest Quarter of Section 13 Qas dedicﬁted; is

that correct?

Well, sir, I don't think the records show that designation
in the New Mexico Oil Conservation Commission records.

No, sir; but they 5re in the abstracts.

I see. And so at that point in time everyone in the

Southwest Quarter of Section 13 was participating in

production from that well?
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Well, the division order was so drawn up, but it is my
understanding -- |

Answer my question. Were they participating in the
production? |

Well, no, sir. They actually, Mr. Shexidan, he had to
sue to get $2,000 worth of his money that King Resources
had taken.

I didn't ask whether they were paid;‘ 1 asked whether
theykweie participating'in p?édﬁctibﬁ.

Yes, sir. In theory, thej aid. | -

Okay. Now, after its completion ﬁp to sometime ﬁithin
the -last twoAﬁdnths, it's'actually produged about 25,000
barrels of oil; hasn't it?

In the last -~- |

No, since it was dompleted up until»aBOuﬁ November or
December of 1972,

Yes.

25,000 barrels?

Yes.

And sometime in the summer of 1970 when King Resour- :g
was having financial difficulties their production
ceased for about 60 days; did it not?

Well, sir, éctually it ceased for about 13 months.

Well, regardless of the period of time for which it 4ia4,

pursuant to the cessation of production, you went into
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the United States D}etrict Court in the District of
Colorado; did you~nét?
Yes, sir. :

And you have said that the Court held that you owned this

well. Was that your testimony?

Well, that's my 1aypan's opinion.

Well, you are ﬁOW”afiawyer?

No, sir. ‘

Let me read the‘douglusioh of Fact réndered férét on’
October 25, 1?72¥aéé*coh%irmed by the U. S. biéttici
Judge on January 9, 1972 and see if this sounds to a
layman 1ike the cOurt gave you the well, This is the

original reference to the South Half of the Southwest

Quarter of Section }3; -'Thus it must be concluded,that

as of the date of the commencement of this
reorganization prooéeding, the working:intere;t of King
Resources'Cempany i% the subject o0il and gas?iease;

terminated; and no interest in this property passed to

the reorganization trustee. Now, does that sound like a

conclusion by the Court that Pierce and Dehlinger owned

that well?

Yes, sir, because they got this Stay Order toékeep us

;_from going on there?and producing that well.

Well, does that lan%uage sound like the Court gyried the

well over to you?
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Well, that's the way we take it.

pDid you have to go back and get another lease from the
landowner after the Court terminated it, ggt a new leass
on the South Half, Southwest Quarter of Section 132

Yas, we got a new lease, '

And it wasn’'t the Court that awarded you any hew lease?
No, sir. »Théy just sustained us. \
and if I understandfyour second pfopocal, Mr. Dehlinger,
with :espect.t§ this, your first;prdpogal which is fbr
the second well on Page 1 of your plaﬁifeferring to the
Sheridan Mumber 1 Well drilled in the Southwest Quarter,
Southwest Quarﬁer of Secfion.i is not paid for by

Pierce and Dehlinger, but to the contrary, by King

Resources in which the Southwest Quarter was originally

dedicated to the well and had produced 25,000 bﬁtrelq‘of

0il. You now ask this Commission to create an unorfhodox
unit and deprive King, the Trustee in Bankruptcy and
creditors of any interest in the well and take the
proration unit comprising the South Half of Section 13?
Yey, sir.

Do you think that sounds very equitable?

This is the way it seems, What youvhave'read satd
nothing passes to the Trustee.

Mr. behlinger, I asked you whether it sounded very

equitable.
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: 1{ A Yes, sir,
.-‘ 2| Q Now, turning to your Plat Number 1 which has your £hree
- 3 first preferences and your first locationisg_zfor a well
| 4 in the Southwest Quarter, Northeast Quartéré‘ of Section
s me !
i w 6| A Excuse me just a second. Now, the .firgt pj.at; Now what? §
=5 , ‘ -
-

r| Q I'm looking at; the well in the Sout_l}wéstfoffvthe V
8 . "Northeast. P ‘ }
g | A Southwest of the Nétt—heiast, ves, sir. =

m o To be dedicated to an unorthodox unit combrising 120 acres| |

¥
y, meier & associa

1 in Section 13 and 40 acres in Section 147

bl :
f”r E g L | : RS U : :
. 8 oe ﬁ_f Q wWhy don't you wish to dedicate the Northeast Quarter of :
o us ER ’ ' :
x % ) ) : . :
: 10 44 Section 13 to that well?
:; 4s| A Well, we prefer not to work with King Resources because
- 22 i o
i Q. : oo ; © . - IR
o §§ 16 we are afraid that their troubles might “‘jeopardize our
gk o . F
SN P
e 8D X N
. 3 § 7 inf:erests. | |
< s =g . . . EI ; :
g 8| @  Are you aware that the pool rules in the Vada Pennsylvaniap |
.’,: : ) : H .
i . 19 require that an unorthodox unit is a regular one-quarter
- <2 20 governmental subdivision of a section?
s Sz
. gs 21 A Yes, sir, | v
- ;% 2| And so that would be the Northeast Quarter of Section 13;
6% ‘
§§ would it not?
gt B
X A Yes, sir,
N 3 24 - :
. 2 Q Do you think that well at that location is ‘going to drain
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that 40-acre tract in Section 147

It would drain a portion, yes, sir.

‘Well, a portion; How about all of 1t?

Well, if we just, it would drain its share, yes, sir.

‘By;iés share, you mean the whblaJéO? Is that a pfoduct;va .
- 40-acre tract?

_Well, actually that 40 over there .tnalk,,why,.we would

be willing to forégo.ihat 40,

As a matter of fact, doesn't your Exhibit 3 show that

that 40 is all outside of the pinchout area?

It's on the edge of it.

'Well, no, not to the edge. Five-ejghths or seven-eighths

of the tract is outside of your pinchout 1ine;1isn5t‘1tf

1'a say a“qdhrter of it is good, yes, sir.

" “Do you think yourtwéil at this location is going to . -

drain the acreage in the East Half of the Northeast and

1the¢Northwest of the Northeast of Section 13?7

'f.Possibly will until King Resources does something with

theirs~to drain tﬁeirs.

‘What do you mean possibly?

It will.

It will; won't it?

Yes.

Now, looking down to your second proposal which you saiad

was equitable that you keep the Sheridan Well that Ring

JroRrY
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Resources paid for and take this elongated unit, do you
think that well will Adrain that North Half cf the

Southwest Quarter of Section 13?

It will,

_Is that protecting correlative rights? Will your

unorthodox unit protect the correlgtive rights of the
owners of the North? |

If xihg Resources will drill thair well,'ﬁhey will get
their oil from us in the South Half bf the Southeast of
13 justl:.ke we will probably be 't‘akihg some of\v their
oil from the North Half.

I'm sorry. I already thought King drilled a well in

that Southwest Quarter to protect the correlative rights.

Do I misunderstand that ghey already drilled one down
there? Did they have to dri;l another one tb-brotect
them? : |
wéil, this is 1ike I say. It is my opinion ihat the
Court-gave us that well, and that's our weli.

Do you think they ought to have to arill another well
down there in the Southwest Quarter of Sectibn 13 to
protect the correlative rights in the North Half,
Southwest?

Yesa, sir.

That would be equitable? ILet me turn to your proposed

units, your Number 3 proposal on this., I see you have

-t A ek ok A€
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got the ownership of that South Half, the North Half of

24, Midwest 041 Corporation 10.19 percent and Samedan,

" 10.1 percent. What‘informatidn did you have when you

prepared this plat and set up this ownership?

Talking to Midﬁest and King Resources, Midwest and %amedan
They believe that by virtue of this one well 66C from thé
North and 1980 from the West of Section 24, 9 South, 33
East, that well was also down for about 13, for 14 months
and that the, their‘fbrmat;was*basQQ_on the acreage

returnizg to them on the cessation of production.

They haven't givenrahy notice of termination; have they,

Midwgst and Samedan?
To Y§u?
Yes.
I don't know that.
Mr; D‘hlihgar. are you inba habit of farming out‘acréﬁge
to people and then when it gets in jeopardy go back and
top lease it or -- |
MR, MORRIS: I object, Mr. Examiner. I have been
sitting by here allowing Mr. Losee to pursue this., This
goes a little too far. There is no evidence of a top
lease here at all. I think it's very clear that Mr.
Dehlinger has stated that they had a legal proceeding.
We aie not here to retry the legal proceeding. The

Court declared that the existing lease terminated; and
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after that happened, I think Mr. Dehlinger has testified
he went and got a neaw lease. On Redirect I yill bring
out how much he had to pay for that new lease which was
very substantial, and the insinuation there is a lot of
unfairness going on here is in itself very>im@ropér
because these matters were determined in court
proceedinéé.

The Commission shouldn't be asked to retry the

‘matter for equitiés that have already beénfdétermined.

‘ MR. IOSEE: T think I'd iike to make a statement in

response to that, 1I'll withdraw my last question, but I
want to respond to Mr. Morris. Obviously we are not

calling upon the Commission to try the title to it. 'He

merely said the Court had given him the wéll, and I don't

think legally that's what they did.

I tﬁink he was the‘one that raiéed, top 1éasin97
means to me when youkgo'back and get another lease from
the same party.

Part of the appiicant's justification for this
laydown unit which obviously gives him a well that he
didn't 4rill or didn‘t pay for is that he has got
financial and legal problems with the protestants,
Although we are not sure at this point what they are,
we think it's a question of equity as far as he claims

that he can't get treated fairly by King Rasources. And
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1 that's the justification for the unit, and I feel like
- 2 I'm entitled to bring up unequitable considerations. 1
',: ) 4 3 - MR, STAMETS: The question isr withdrawn? H | |
| 4 MR. LOSEE: - Yes.» '
- | K MR. STAMETS: So we won't have to consider your 1
- . 6 | mnotion, Mr. Morris.
f g 7] o Turnihg down again to your third location on the
7 § lg unorthodox unit on the South Half of the North Half of
B § 9! Saction 24 where you have the wéll ‘located in the
B % 10 ' extreme East end of that 120, will nbt"tha't' Weily“::f-"oin :
] E 1 the North Half of the Northeast Quarter of Section 247
N -§ . gl a1t will. k
- e 2 : :
mi é go; 13 Q What kind of financial and legal problems have you had
- gé ‘“ | | with King Resources other than the time you went to court? |
j Eg 151 A Well, we haven't had any, but we don't want tc make ; -
e 5z -} - : i
. §§ 16 ourselves some by -- ;
oe _
- Sjg 7| @ - Is that your sole basis that you haven't had ‘any problems
‘ NS .
j gf 18 with them but you don't want to; and as a result you'a
— g: 19 like to solely develop your acreage on an unorthodox
3 ” ég 20 | pattarn that drains offset acreage?
"‘ ég 2| A Well, we believe that we should be able to get some of
" _, §§ 2 our oll from under our leases and actually we are
%% 23 already being drained by these producing offsets and
fo
- ia 24 that we don't want to lose any more oil by drainage.
_ X 2 Ana if we do what we can on our leases, whyA, King can do

ST st I e e T NS e e e e e ‘“‘“""\ydwl
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what they will on theirs and they will capture their
0il and we will capture ours‘and we can probably all
make some money . |

Mr. Dehlinger, in your application do you say that you
haven't been able to reach any agreement to communitize
the tracts proposed on what I~guéss‘is Plat 3 which is
your least palatable acreage? |

Yes, 8ir.

- I believe ybuisaid that you had submitted or your partner

an AFE on one ‘well. What well was that?

The one in the Southeast of the Southeast of 13.

You have received no response from King Resources on it?
No, sir.

Well, what abdut your proposed location in the Southeaét,
Northeast of 13? Have you sent them an AFE?

If I'm not miétaken, I gave three AFE's that we are
looking at here to Mr. Mann when we were up at Denver
last week.

What day was that?

Thursday.

Last Thursday?

Yes. |

Do you think six days before a hearing is ample time to
consider your AFE?

Well, I would say that we should have had an answer
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since February 27th when I presented him with an AFE.
Well now, I'm really talking about the AFE on the

Southeast, Northeast of 13. You didn't give that till

- last Thursday, some 15 days after you filed this

application. _ . -

Well, our attorneys in Denver had talked to Mr, Walker,

Mr, Evans; and we have discussed and tried to come up

with sémétﬁiné. And we haven't come up with something is
what it amounts to.

Now, iﬁ addition, the well in the Northeast Quarter of
Section 13 that you propose as the least likeable
altéfnative has a federal lease involved in 1£: does it
not?

Yes,‘sir.

Are you aware that it would require a cdmmunitization
agreement on that well in:which all the interest owners
and the United States GQvernment agree’té‘befote you
could drill it?

Yes, sir.

Have you submitted that to King to sign?

No,lsir.

nia §ou hear Mr. DePaul this morning testify in the

Tom Brown Application for compulsory pooling in the
Carlsbad Morrow Fleld?

Yes, part of it.

R




pact 32
11 q Pid you hear his discussion about rates for d?il].ing
' E .2 wells, supervision, and for monf;hi’y supervision?
‘ | ; A 3l a Mo, sir. I wasn't here when he was talking about that.
1 41 0 Well, I believe your testimony was that the ;r:ate’s you
- 5 pfopos"é here which are what, would the '\;I'adar Penn
% __ m 6 come in between 8,000 and 10,000 feat?
' z-i g 7] A Yes, sir.
- g, 8| Q }!ou would have a drilling well rate of $1,59G7
; g 9] A Yes, sir. ‘ ; ‘
~ % 10{ Q And T believe it was your testimony that this was
'"; E_ 1 | prevalent in the industry?
imd > : ‘ .
‘,,2 % . A ?es, or in‘that area, I think is the way I put it. ‘:v
iq _g gg 13| 0  Well, ’is the dei)th of the ‘Pennsylvaniah in Léa County
:} ’ gg 14 | much different than the depth of the Pennsylwiﬁianian in
‘ vy ‘ . ‘ i
- ;5 BETEE Eddy County? o
s: gé 16| A Well, as I recall, he was talk’king about an 1i;o_oo foot
T §§ 17 well over there where he was. This is 9600. |
- ?‘é 18| © So it's actually deeper over there?
— g: t9| A Yes.,
o :’,é 2| © Would he be incorrect if he said that their éroposed
- °%
g . §§ 21 charge for drilling a well of $450 per well was more
, - §§ 22 than Tom Brown needed and that he'd really be satisfiead
g% 23 with $400 per well? 1Is he that much lower tfxan the
- g
» § d 24 industry?
- 5| A Yes, sir. I would say he was, hecause King gesources |
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at the time they got him, drilled their wellé, they were
charging $950 for A4rilling a well and that wés four years
ago. '

Well, at least if Mr, Brown said that, in his instance

he is an exception then to the industry?

I sure think so.

Okay. Let's look at your rate chargés. Youfgot $195 a
wé11<at your depth?

Yes, sir, :

Mr. Brown, here‘agaih,’hié testiﬁonyﬁwas tha; he dian't
need $150 and that really maybe $125 would‘b; reasonable
sum, Here again, 1is that 5 ccmplete‘excepti%n7to the
industry? ' . J

Well, fof the, I think that what you are doi;g is
comparing apples and oranges. And égain, I'&l quote YDU"
RKing Resources when they originally éame in here. Théy’ |

were charginq 8127,

Why am I comparing apples and oranges with Tom Brown and

Pierce and Dehlinger?

We are in different areas. A »

You are both independents, both operating oﬁf of Midland,
Texas? |

Yes, sir,

Have you ever drilled any well in the Carlsﬁad Morrow

Field?
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No, sir.

Do you realize aﬁy risk involved in it¢?

Pardon me, sir?

Do you reaiize any of the risks involved in those?

Oh, ves. |

Do you realize most of the wells“have got an intermediate
string of éasings set in with a danger of blowout?

Yes, €ir. -

So actuallf there ought to be mbre problemuwith drilling
one of those wells thén_fheré should be with yours?
You've got héating shales and danger of getting stuck in

this area is very common.

‘Mr. Dehlinger, again to what you have called your Plat 3,

your least likeable locations which would create orthodox

units and force pool King Resources, all of those three

Vwells you propose are actually infield wells; are they

not?

"Yes, sir.

And they are not within the pinchout area or permeability
area that is shown on your Exhibit 3; are ﬁhef?

The well to be drilled'in Section 24 is close to a tight
zone; and as you can see, if you were just making
comparisons, how rapid this permeability pinchout to the
Northwest gside of the field can occur over here in

Section 89 South, 34 East,
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Why} it looks like that permeability pinchout has
come way into the field, and this is t?e very same thipg
that may happen here so that you have ? risk.

But it's an infield well in that it's éot a diagonal
offset in one direction as a producer énd it's gof a
diagonal one 1ocation-away that's a préducer?

Yes, sir. r

The wells that you have protracted on §our Exhibit 3,
that's not all of the Vada Penn; is 1t§

No, sir. ?

Have ydu counted the number of wells téat weare dfilled
into the Pennsylvanian on this map in ?he field area?
on this‘mab, yéé, sir. ]

How many‘ do yon have?

160.

Ex;ctly 1602

No. I say about. ' E

&

How many producers did you count in th@se?’

H

Well, about 28. Noﬁ, when you say proéucers, that maans

non-commercial as this is just they co@pleted-them.
period, :

Well, I'm taking ydur exhibit that -~ ;

Right. |

Would you care to venture that the rat}o of 28 to 160

is something less than 20 percent?

ot et it
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On a number system that's right. As far as risk of
getting a non-commercial well, why, that risk goes up
very fast.
Well, from 20 percent to 100 percent?
Oh, it will go up to 60 or 70 at the state of depletion
of this field, yes.
Well, that hasn't, though, beeh historically the
expéfience of the opérators who drilled the wells on the
map in the Viada Penn in this field; hbg4i€$’ It's
really been-zo percent,
Well, if you are just saying completions, right.

MR, LOSEE: I think th‘at"s all.

MR. MORRIS: I have a couple more questions, Mr.
Examiner, if I may.

MR, STAMETS: Okgy. ’

REDIRECT EXAMINATION

BY MR, MORRIS :

Q

Mr., Dehlinger, when you acquired the new lease on the
area Southwest Quarter of Section 13, did you acquire
that from the landowner to which the mineral rights were
diverted when the lease was cancelled?

Yes, sir, Actually it's not a landowner. The minerals
are separated from the surface here,

I see.

And actually there was a change of name. The original
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-subsequent to this sold their mineral rights I think in

“King‘RésourCes. You acﬁuired.therlease one time and

‘you just named?

deal was those leases came from LL § E, but LL & E

the southern New Mexico to Exchange 0il1 and Gas, and we
picked it up from the Exchange Oil and Gas.
Ycu had bought the original lease at one time and it's

pointed out you had the lease and farmed it out to

farmed it out and that lease was declared terﬁinhted,

and you went back anjd:’ took another lease frdm* the company

It's exchange.

Exchange. How much bonus did you have to pay for tﬁis
current';ease?

We paigd $50 an acr¢1f6r that Exchange acreage.
According to ﬁhe'best ihforﬁ&tion You have, Mr.
Dehlingér, approximéﬁely how much in ghé way of unsatisfied
claims of lien are there against the King Resources |
acreage in this area?

Well, sir, I'm not really qualified to say; and there
was some discussion of that at Denver last Thursday.
And I don'*t think Mr. Baer, Mr. Walker probably knows.
To your information there are substantial amounts of
liens against this prqperty?

Yes, sir.

MR. MORRIS: All right. That's all I have.
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BY MR. LOSEE:

Q

A

You acquired it from Exchange 0il and Gas?
Yes, sir.
How much did you pay them for the Soﬁth‘HEIf, Southwest
Quarter with the well on it? - ‘
$56 an acre plus three-sixteenths.
So for that 80 acres, what daid you p£y? You bought the
South Half, South Half? 7
Yes,‘sir.
So the South Half, South Half cost you $4,000 plus
three-sixteenths with the7¢ompleted Vada Penn Well?
Actually you talk about the Soﬁth-Half of the South Half
of 13, In the South Half of the Southeast of 13, |
Midwest has half-interest in that.
So I see, butfyéur rate on 160 acres --
$50.
$50,

MR, LOSEE: That's all I have.

CROSS—-EXAMINATION

BY MR. STAMETS:

o

Mr, Dehlinger, in your opinion, will the wells that you
have proposed here on each of these three proposals
drain the acreage which you propose to drain, the

acreage which you propose to dedicate to them?

5 AR et it I 2T
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Pardon me? |
In your opinicn'will the wells that you have proposed.
hereldn each of these three proposals cﬁrrenﬁiy‘existing
on these various tracts which you have proposed on your
three plans drain those tracts? -

Yes, sir. I think it is common knowledge. Why, you can
drain much more than 160 if you could just sit there and
have the time. »

ﬁhat's the current rate of production on your well in
the Southwest, Southwest of Section 13?

It's making 125 to 150 barrels of oil per daylplus
anothar 150 barrels of water, and that represents

capacity of the equipment that's on the well,

What about the well located in the Northeast of the

_Northwest of 24?2 Do you have any information on that?

Mr. Mann told us at Denver last Thursday thatiit was
making about 42 barrels of oil per day and about, as I
recall, about 100 barrels of water.

Do you know what acreage is dedicated to those particular
two wells at this time?

No, sir. I don't.

. Okay. I'm sure that the Commission records will reflect

that information.
MR, MORRIS: Mr, Examiner, I checked those records

myself; and if I'm not mistaken, T think the files will
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show that the well in the Southwest Quarter of 13
according to the Commission records now has only 40
acres dedicated to it. There may be instruments elsewhere
that cause a communitization ﬁf more acreage than that,
but I'm referring to the CommissiO£‘s well file. I
believe 1-A already has l60-acre dedication.

MR. STAMETS: Thank you, Mr. Morris.

MR. MORRIS: I offer that information, only I'm
sure the well files, of course, will be the best evidence
of that.

MR. LOSEE: -Mr. Morris, what is the communitization
dedicated to 1~A, the Northwest Quarter?

MR, MORRIS: Yes, sir.
I notice looking through Exhibit Number 1 here, the three
plans, that the first two plans reSult inydriiling of
two additional wells, and the third plan results in the

drilling of three wells. 1In your opinibn will the

drilling of three wells in here result in better drainage

than the d4rilling of two wellsg?

it won't fesult in better dréinage. It will result in

a more rapid withdrawal of the oil,

Referring to Plan Number 1 now, in this proposal you
would dedicate the Southeast of the Northeast of Section
14, 9 South, 33 East to your well in the North Half of

Section 13, Am I correct in feeliny that this would
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prevent the owner of the rest of the Noxtheast Quarter

of Section 14 from forming a standard drilling unit?
Well, they will have to have a non-standard, also.
Okay. Both in Plan Number 1 and Plan Number 2, it would

appear that 200 acres will remain in the North Half of

* Seetion 13 not dedicated to any produeing well: is that

correct?

ﬁﬁith, yes,

So again, scme sort of nongtandard unit would have to be
foémed to dedicate this acreage to some well?

Yes, sir.

Referring to your Exhibit Number 3, the Combined Fixed
Rates Exhibits, did you say that this was a composite of
a number of producers in the area?

Yes, sir. Superior and Midwest and TehnecO'all have
comparable, some highef;

Pierce and Dehlinger does operate a well or some wells

in this area?

Yes, sir. Up in Roosevelt County we have, about five
miles away.

You are not the operator then of the well in the Southwest
of the Southwest of 13?

Oh, yes. Excuse me, I'm sorry. Yes, excuse me.

What afe Pierce and Dehlinger's combined fixed rates?

Of course, we had no drilling rates, but just at the
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minute, why, it's $125, »

fhat's substantially lower than this $195 that you show
here on Exhibit Number 3?

fes, sir.

ﬁr. Dehlinger, you are aware, aren't you, that 200
percent is a maximum risk factor that the Commission is
éllowed to‘appIY?

Yes, sir.

‘And this would be all we could apply to the very rankest

wildcat?’

Yes, sir.

And is it your feeling that these represent éomewhat less
risk than the rankest wildcat? | |
iike I say, every Bough "C" well is a wildcat; and
éerfaiply it's not a rank wildcat. So the answer is

yes.

i‘m somewhat confused coﬁcerning Mr. Losee's questions.

i gpt the indicatioh that some AFE was only given to

King Resources six days ago and that in one area no
éommunitization had Dbeen submitted for approval. Could
fou tell me where that was and kind of explain that to
ma?

The AFE, excuse me, the AFE's he refers to six days ago
would be the three locations aloﬁg the East side of

Section 13 and 24. All right now, the communitization
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agreements he méﬁtioned concerning the federal
government,-the federal lease, would be the Northeast
Quarter of Section 13.

I see. Mr. Dehlinger, had you furnished King Resources

AFE'sron the two wells that”you have proposed in;PlAns

1 and 2 here?

Had we in Plans 1 and 2?

_Right. Earlier than six days ago?

Well, of course, they wouldn't ba involvéélin,plaﬂ, in
that. |
That's right. All right. I sece. I answered my own
question.

MR. STAMETS: Mr. Morris, you have brought tﬁis

problem of unsatisfied claims or liens against the

Ring Resources acreage here. To your kﬁowledqe is there

any law which would prévent Pierce and Dehlinger in the
event that we went with Plan 3-here, that would prevent
Plerce and Dehlingei from receiving funds to reimburse
them for Xing Resources' share df the drilling of the
well and the risk factor that might be 1mposed41n this
case?

MR, MORRiS: Mr. Examiner, that's a point that I
had certainly intended to address myself to in a final
statement. I think it would be better to do it right

now to get it out in the open. This we see as a legal
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impediment and ve%y real, a very serious question to the
Commissionfgrantiéq ihis Piah 3. 1 frankly don't have
the answer to ydué question, but the very fact that I
don't have the answef makeé it a problem,

The force pogliﬁg,statute itself, 653 14-C,
specifically saysjthét thefportionlpf the productioﬁ
allocated to the cwnér or éwners of_each tract or unit
included in a we1¥ éﬁéciﬁgébripforati6n'uﬁit’forﬁed by
a éooling order shall when%produced‘be‘COnsidered as if

produced”froh the:seéarateiy owned tract or interést‘by

" a well drilled thereon.

Now, I'know ghat the intent of that was probably
for the purpose oékhéldingéacreage to attribute
production to thaé aéreage’so it woul& be held by
production; but ﬁéfbitunatély it catches us in this
circumstance, bec%usé if tﬁere is avlien against the
King Resources acr?age and%the statute says that this
production shall b%’deemedito have been produced from
that acreage, then%the prior lien may well attach to that.
produétion béfore Piérce aﬂd Deﬁlinqer would be entitled

to retain it to reimburse themselves for the costs that

they have advanced for driliing the well and, of course,

also for whatever risk factor is awarded.
And if Pierce and Dehlinger would be jeopardizing

!
their expenditure here because they would be in a

!
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' 1 situation not being able to retain the production, they
- 2 might be met with the claims of prior cre’ditérs who
5 3 would take the position that the force pooling statute
; . 4 itself 4oes not by its terms creata any prior lien that
B E s would take prececience over a pfior claim of lien such as
B w 6 exists here for the matters that were costs that were
J g 7 incurred in the drilling of that well in the Southwest
- g 8 Quarter of Section 13 which has never been paid.
. ‘; 9 So we feel it would be a very unsat‘is'fac't'oi:y
= % 10 alternative for the Commission to ord’e;: pooling in this
i 11 case, and one of two things could happen. It could just
: : 'g 2 prevent the development of the acreage. At the very
w _§ ;}E g least, it would delay the deirelopment of the acreage
| : | gi—' 14 | because I don't think what substantial amount of money
- 6w :
oy ;% 15 - outstanding in the form of lien Pierce andv'nehl;nger
- §§ 16 could afford to take the charge of having to pay oxrf
», §§ 17/* King Resources’ creditors.
. %é 18 And there is some urgency here both with respect to
- g; 19 the Pierce and Deﬁlinger position and also the King
~ ;g 20 Resources' position that their acreage is being drained
- 2z
§g 21 by the offset. So in summary, I can't really answer your
‘ - Eé 2 question; but there is a problem there:; and I cannot
%g 23 find the answer to it. I don't have any law or decision
- 2%
i‘é 24 that clarifies whether or not a forqe pooling statute
- 25 would give the operator advanced his cost of drilling
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S ) | priority over a priézr lj.en holder on thie unit. A
- 2 MR. ILOSEE: I éuess I'd like to re%spond to Mr
_ 3 Morris at this time%rather than at the iend. | I think I
4 ' would like to make o%‘ur representation h%gre clear to-the -
t s Examiner. This is 5 receding and reorééaniza‘tio‘n in ﬁﬁieh
~ o 6 one of‘t'he élients i}s a Trﬁ‘stee of the fi?ankrﬁptcyf State. ) %
"g 7 It's the responsilsiléjlty of that Trusteé?t’o gather the |
; : ; !
- § 8 assets for the henef;it of one of the cféaitors or for
N § 9 3 the benefit of the efw}entual end result ;ci)f‘the comi)any.
i % 10 . 1m not here ktg'day and Mr. Walker }a?:nd no one with
| t E_ 11 | King Resources can say that three or fotftr years from now
1 : % R 12 | the reorganization éill not turn the colz%pany into
o = o i _ : . »
o é §§ 13 solvency, but we ha e a responsibility,éthis 'Trus_ite‘e
“’ gg 14 | does, to these credi.%tors &nd o -"i‘ai"ﬁi:aii;f and protéct
cwg "R ] B f [ 4
- ;% 1s] these assets. And hence, our appearanc‘ez, we feel: like , L
- §“5' 16 these are valuable assets.
x
= ?::3' 47 I think the a‘nsgver first to your qixz‘estion about
- - ® B : :
_ %f 18 whether --, Assuming that King Resourcéis doesn't come :
- gg 19 up w:i.th’ the money to:participate, as I mientioned, ‘we are
- é;’ 20 representing KRC and Arthur Lipper and ‘t"bither owners who
_“ éi 2 are not connected with the representatiOir\ in bankfuptcy.
.2 :
- 2’2 22 They had an interestiin the acreage. Thjie Bankruptcy
3 : .
%%’ 23 Court certainly has é power to authorize% this.
- fe i ;
B §§ 24 Before working énything out about tjhe liens, if the
- ’ 285 Commission sees fit to force pool and asésess a risk

i
; i

i s At e P e
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i ) ’ s 1 : penalty to the record acres, I'm not here now to tell ;
i B 2 ~ you that King will or won't participate. T think that's:
‘ C /f‘ ; _ A 77&3 a judgment that the Federal Referee in Bankruptcy and
‘ - v’ 4 the Trustee and the Federal Court will have to make.
! B 5 I think as far as the innﬁehdé abouﬁ‘li-efﬁ's, T
_ 8 6  haven't examined the record; but I suspect based on what
’~' | E 'IJ .. my clients tellnme there are probably some mechanical
” '-é 8 liens ’a’gainst ’the -l  and l-A and the proration units
_ ‘;. 9 dedicated to those wells and that's all.
. % n; | The mechan;lc and material méin lien statute in
R i 11 New Mexico cvlearly attaches only non-lease‘ holderé
; % s Vestatos-. It won't ha\;e' any effects at ail on thé
- g gg 13| three wells proposed along the East side. 1It's not
,’2 g% 14 going to attach to that acreage, and it's just in the
ws W ) v
- ;g s first place I can't tell you the extent of the liens;
8 gg 16 but if they are mechanic and material 1iéns, they are
" ;?% 17 . not going t’o‘ affect it and to be éoncerned about them is
- %z 18 to assume that the Bankruptcy Court is not going to
- gg 19 permit the investment in this. That's not a correct
i ; é 20 assunption.
— ° %
- §§ 21 i I'm not here to say they are or aren't. That's a
_ E § 2 | decision they will make when presented with the
:3 % 23 prorations,
i‘é 2 MR. MORRIS: Mr. Examiner, just one brief response.
"" 25| Mr, Losee stated very positively that he didn't think the
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1 lien would attach to the proration units where the
B 2 proposed wells were fté be dri—l’i’ed; and I don't know how
E t 3 he can state it that positively. .
’ SN 4 T would think thét the li.-én would attach to the
= 50 » lease itself, not to the, péi'hapé to other leases owned
- :n 6 : bY. the same owner, but that. 1t would attach to the
- % y lease and that would cut across proration ﬁnit lines.
- § : 8 Sd I think there is still a substantial qugétion as to
; § 9 *  what the liens do attach to.
§ 10 MR. LOSEE: kIA.et's resolve that. I'll get the -ﬁ
) g 11 statute when we finish. :
: .QE>; ) MR, STAMETS: Mr. Dehlinger, if it weren't for the
. b.. § §‘§' problems that you have poss.i'b'ly had in the past with
| | “', = %g 14 ‘King Resources and t;his you see as a potential in the
t f;’: 15 future for King Resources with King Resources, would
] ! _
..,: g'; 16 Pierce and Dehlinger normally seek to communitize and
QT %g ﬁ drill these wells to the standard proration uni;:s?
j %? 18 THE WITNESS: Yes, sir.
- §§ io MR, STAMETS: I believe you have also stated that
f:g 20 you feel that Xing Resources would have the opportunity .
i éi 21 to drill wells éspecially in tﬁe‘ South Half of 13 and
; _ 2% 2 they already have their well completed ‘:an the North Half
%%’ 2 of 24, that they would have the opportunity to dedicate ”
B §§ 2 acreage and by offset drainage not be hurt by vour
— ) 2 _ proposals here? . E fl
_ -
L_—_————_
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THE WITNESS: Yes, sir.

‘MR, STAMETS: Are there any other questions of
this witness? He may be excuéed.' o |

(Whereupon; a five-minute recess was taken.)

STEWART EVANS,

was called as a witness and after being Aduly sworn according

to law, testified as follows:

DIRECT EXAMINATION

BY MR. LOSEE:

Q

State your'réSidencé and oééﬁbation.

Stewart Evans. I live on 9674 East Powers Drive,
Inklewood, Colorado. I am employed as a Western
pivision Manager for King Resources Company.

Would you state your qualifications as an expert
briefly and your éducational experiencekand background?

I graduated in 1958 from the University of Michigan

‘with a Master's in science and geology. ’I‘workedlll

years for Chevron 0il Company in Texas. I worked several
years for Ring Resources Company. Approximately eight
years nof this period of time, I was involved with

working in West Texas and New Maxico,

Briefly state the development of the vada Penn Bough "C"
Fielad.

The field was --

MR. LOSEE: Will you accept his qualificétions?

T N T A S

I P S 1oy L L L R
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MR, STAﬁETS: Mr, Evans, you are familiar with the
subject:of thg Application and the Vada Penn§§1vahian
Field?

THE WITNESS: Yes, sir.

MR. STAMETS: They are..

Now, will yéu briefly state the histdry of the full
development‘of this Vada Penn Bough "C" Field?
Basically, the field*%as discovered in the eafiy»part7bt
1960. It has approximately 350 wells now. It's about

séﬁen niles by twélvé miles trenainé‘in a‘Noréhe&st,

-Southwest direction dipping to the Southeast, The wells

make water and oil at the same time that ranges from
30 to 60 percent.

The field has expanded in all directions in a rather
slow ﬁanner as wells are drilled.
Please refer to what has been marked as Protestant's
Exhibit 1 and briefl?‘explain what is portrayed by this.
This i3 a structure map on the top of the Bough "C* in
the irmmediate area of king Resources' acreage in the
Bough "C" Fields. The structure contdurs‘are on Eqp of
the Bough "C". The productive wells are shown witﬁ a
black dot. The dry holes are shown with a normal dry
hole symbol. These wells are productive from the Bough
"c".

I notice a dry hole to the South of the acreage in Section
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I would think that from the log analysis that we have

. And there was none made?

the Southwest?

‘'with the high water cut that you have in these zones,

24 in the Northeast of the Southwast Quarter. Was that
drilled through tﬁc Pennsylvanian?

Yes, That is'a Bough "C" test, It was drilled in
Nov?mber of 1963 at which time this acreage was
considerably shut off from the existing boundary i

as then known as the Bough "C" field. No drill stem -
teats of_thg Bough “C" zone were run, ‘

Do you think that could be productive in the Bough "C"?

in the area it's very difficult to say from a log

whether you have a productive well or not, The resal

difinitive test is a good drill stem test.

There v*3 nonae run on this,

What about the well in Section 12 in the Southeast of

is well was drilled in 1956 by Magnolia, Tﬁat was a'
Halmbergcf tost,ra deep test; It was reentered in 1966
and again a deep completion was attempted.

At the tine it was drilled they did cofe the Bough
"C" and diséovered the core had no show. However, no

drill stem test was run of this zone., As you know,

there is a good chance that a core result of no shows

would not be definitive of productive capabilities or not,
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S

Do you have a cross—section prepargd running across this
acreage of your Exhibit 2?

Yas.

Would you please briefly discuss it?

This is a cross-section shown on Exhibi; 1 by the
Numbers 1 thréugh 6. Colored in blue on this cross-
saction ié the Bough "C" producing zone shoﬁihé that it

is present across this productive area. At the same time

PR WS Y NS . vy - e
are looking at this; you will nctice-the Number

T W

ar

“€na
3 and the Number 4, The Number 3_W@11*19 the Sheridan
Number l-A Well, and the Number 4 Well is the Sheridan
Number 1 Well drilled by King Resources.

~There was a significant difference in the method

of completing these wells. The Number 1 Well, the whole

- zone was perforated 19 perforations fram 1565 to 1969.

~

:The Number 1-A Well, there were four perforaéigns one
foot apart from 1965 to 1969,

The reason for this differenca in perforations is
not known to me, because I was not actually involved
at the time~in the cdmpletion of this weli. However,
these wells when they were drilled were not part of the
Vada Penn Fool. They were set off two or three miles,
and there may have been some feeling in the people’s mind
to complete this well that they could gét a separation of

oil and water; but we feel from drill stem test data

i 'y
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A of 13 . and 24 will be producers?

that these wells are both of a capability of being good
wells. But difference in the éroductive rates is solely.
due to the method of'complepion.

Based on cross-section, &obyou feel like the proposed

three locations of Plerce and Dehlinger on the East side

Yes, I dQo.

Would you give the data on when the Sheridan Number 1 was

- sputted, if you know?

V‘Yés. The Number 1 Well was sputted November of(1§69 and

completed in February of 1970.
And it potentialed for --
150 barraels of oil and 300 barrels of water per day.

And the cumulative to 11/1/72?

It was approximately 25,000 barrels.

Your Exhibit 3 is the well costs incurred by King
Resources in drilling this well?

Yas.

Do you know whether or not the Southwest:Quarter of
Section 13 was dediéated to this Number 1 Well?
Yes, sir. It was,

And refer now to the Sheridan 1-A in the Northeast,

Northwest Quarter of Section 24, Would vou give us

when it was started and vhen it was completed and its

initial produqtion?

aoos
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It was sputted on May 16, 1970, and completed 7/15/1970.
It was potentialed for 80 barrels of oil and 200 barrels
of water per day. |

and its cumulative to 11/1/72?

Approximatély 15,000 barrelé.

I believe yoﬁ earlier said that in your opinion the
difference betweeﬂ the two wells was mainly the Lack.of

perforations in the She weli?

Yes. The drill stem test data. -The Number 1-A Well

actually flowed dn5arillvstém test. The récovery was
very substantial in the 1-A Well., The Number 1 Well
did not have anywhere near the recovery which leads us
to belleve that the 1-A Well would be a good weli if it
was properly completed. )

All right. The Northwest Quarter of Section 24 is
dedicated to the 1-A Well? |

Yes, sir.

Protestant's Exhibit 4 sets forth the well cost for this

1-A Well?

Yes, sir.

Please refer to what has been marked as Protestant's
Exhibit 5 and explain briefly what is portrayed by this
exhibit. |
This is a cumulative oil production map. The wells are

coded with the least number of wells being the oldest

o
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1 wells and the highest number, the most recent well.
£ » 2 It exhibits the fields devel‘opihg to the North and to the
_ 3 West and also shows the cumulstive production for these
S 4]  wells as of 11/1/72.
- ‘ 5 It exhibits the fact that the field has been both
_ m 6 Aaccumula;tive and the date of drilling shows that the
G % 7 ) Federal has been déveloping to the North and West.
T B s e riease reter tonac nas vaon markea Crotestant's menibts
S ?; | 9| 6 and explain what' this is. T M
- . % \ m A This is ultimate ‘gioss recov‘ery é,s 'éalc'ul’a”te'd by Mr. Mann,
‘ﬁ E‘ 1 . arprof_essional engineer and Vicé-jPresident of King
; -°E>; s 13 , Resoﬁrces Company. This shows the ultimate gross
: 2 S I _
< § §§ 13 recovery for the wells in the immediate area of Section
M gé | 14 ’ 13 and 24, the acreage in question. The wells ‘ L
- oy - ‘ : :
- ;é 18 '  immediately surrounding this acreage you will note that 3
. g:'g[ 16 | six out of nine wells have an estimated recovery over
;? 3 1, 175,000 barrels.
{ - e v i
i i %f 18| @ 'Please refer to Protestant's Exhibit 7 and explain what : _
é - gg 19 is shown by this exhibit.
- 239 | |
;‘:; 20| 2 The various spacing units proposed under these various
—' éi 21 , cases today are shown on this map, and a circle which :
% : , ;
§§ 22 would be a theoretical drainage pattern is shown_around
g%_’ 23 their proposed well., Their well in the Northeast,
- $e
55 24 Southwest of the Northeast Quarter of Section 1}3 which
- K - is labeled Unit G of that section.
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14

A theoretical drainage layer is shown which would

indicate that considerable acreage outside of the spacing

unit would be drained by a well in this area.

Is radial drainage believed to be a reasonable hypothesis?

I believe so.

What about the Sheridan Number 1? Dﬁes it indicate --

Yes., This is another theoretical drainage pattern around

this well. If a unit was formed, it would be the South

Half of the South Half of Section 13. It would indicate

thatAmuch acreage would be drained prior to'draining'tﬁé
éouth Half of the Southeast Quarter. |

Is the same true to the well down in the -~

Yes, If that well was drilled in an eionqated 160
which would be the South Half of the North Half of
Section 24, it_iliustrates thé‘possible‘drainaQe that
could occur in the North ﬁaif of the Nértheast Quarter.
Do you have an opinion, Mr. Evans, as to whether these
three proposed elongated unorthodox units would vioclate
the correlative rights of the offset acreage owhers?

In my opinion, thewaould.

Now, Iést Thursday King Resources' people had a meeting
with Mr. Dehlinger; did they not? A

Yes, sir.

What proposal, if any, 4id King Resourceé make to Mr.

Dehlinger?
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1| A In the afternoon, aft?r morning discussions, we came
n - 2 back and met with Mr’.g_Dehli’nger and his attorney and |
] 3 proposed to them thati?we would form normal spacing
| N 4 - units in the area, thét at the Southwest Quarter of 13
S f‘ : 5| would be dedicated to%thé“ Sheridan Number 1 Well, that
; m | 6 the Northwest Quarter?of 24 be dedicated to the 1-A
;,é "g 7 | Well, A -
o~ é P 8 We would recogniﬁ‘f‘e’ their claimed interest which ‘has :
T 8 | cherstors seen subject to spproval by the court, and ve
o § 0! ’ v}o‘ul'd claim no réimbur%seﬁie‘nt for the drilling of either
- GE,‘ 1 well and that we would agree to farm out or jéin them
; —E". . 12 in drilling the wells :in the Northeast Qua_irter of Section
w E 855 13 13, the Southeast ’Quaxgter of Section 13, and the Northeast|.
'" gé 14 Quarter of Section 24. "
! : Ei 15 Q What did they respond gt-.':a that proposal?
::_: g ';' “ . A They responded that thiere was no way that we were going
’ ;% g 1; ~to have an interest 1n the Number 1 Well and that they
j ég | were not interested in this type of settlement.,
_ §§ i Q Now, as far as yéur fa;%rm-out terrﬁs were cc;pcernéd, vou
f;~ | ig %0 said you'd either farm% out or drill those wells.
2 sz :
E - é 2‘ | A Ront.
. 3% 0 What reservation, if any, would King Resources have?
sz
g% 2 a King Resources was goi?xg to deliver to Pierce and
h. §§ 2 Dehlinger a 75 percen‘t% net revenue interest lease which
— ) 2 meant that we would re;taip an eighth overrj.de_ which
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Q

would absorb all existing overrides. There is presently
on most of the acreage a sixth~and-a-quarter override,
8o we would be retaining a sixth-and-a-quarter override
or we would join in drilliﬁg the wells.

Mr. Evans, whaterUId’you estimate on a scale of 1 to 10

that any of these three wells along the East side would

‘be dry holes?

I would say it would have to be between one and a hglf
andktwo on the <ide of being,Aotherwise,iif yoﬁrdiiileé
10 wells, one and a half of them would bé'dry.

About 15 percent of them?

15 percent.

So with respect to those three wells, where the maximum

risk féctor is 200 percent, you would say,thaf‘the risk

‘faCtor ought to be 20 to 40 percent?

I would think: that would be a fair number.

What would you consider a reasonable charge for a

drilling well supervision to be customary in this area,

Southern New Mexico?

I wculd think it woﬁld be considerably less. I have not
participated in drilling a well recently, so I really
can't gsay accurately.

Has King Resources received a request from the United
States with respect to the Fast Half, Northeast of

Section 13 as to what plans were being made for drilling

T e gy sy ey ot Ly
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a welli?
Yes, I receilved that after the meeting with Pierce and
Mr. Dehlinger and his attorney. When I went back to my

office, I had received that.

" And it was the USGS position that the well in the

- Southeast, Southeast of 12 was draining this East Half?

Yes. This well was completed 1n Sep£ember4of 1972, and

they were inquiring as to how we prevented this well

from draining this tract.
MR, LOSEE: 'Noﬁhing further,

MR. STAMETS: Are there questions of this witness?

CRO3S~-EXAMINATION

BY MR. MORRIS:

Q

Mr. Evans, concerning your Exhibit Number 7 with the

circles on it --

:ers, sir,

It would appear looking at the size of your circles that
this is more than a 160-acre drainage area that you have

shown by the circles.

This is intended to be a schematic thaoretical drainage

area.

If you had drawn a 160-acre circle, it would have been
considerab19 smaller than what ycu have depicted on
Exhibit 7; is that correct?

Yes, sir,

L




tes

y, meier & associa

dearnle

209 SIMMS BLDG.eP.QO. BOX 10920 PHONE 2‘3-06910.AI.BUQUERQQAE. NEW MEXICO 87103

1216 FIRST NATIONAL BANK BLOG. EASTOALBUQUERQUE, NEW MEXICO 87108

10

1

14

16

17

18

19

21

22

23

24

25

race 60

0 O» 0 b

You don't show on here any drainage area for the 1l-A
Well?

That's right.

Well now, the 1-A is draining some area; is it not?
Right.

And its drainage pattern would interfere with the
drainage patterns of at least one, probably two, of the
wells shown on Exhibit 77 .

Well, we weren't considering the'Nbrthwest‘Quarter‘of
Sécﬁion‘do.here so I aian't put it on.

Well, nevertheless the fact that the 1-A has a drainage

area would certainly make the drainage patterns'of the

'“Num?er 1 and the well to be drilled in‘Section 24 quite

different than what you have depicted here. This is
strictly a theoretical exhibit which completely disregards
the 1~-A picture; is that correct?

Thisfi; designed to illustrate the fact that Easically
whét acreage is nearest to the well and the fact that
elbhgated 160's are not near the well.

I helieve you stated the opinion that if the Pierce and
Dehlinger Applications for non-standard units were
granted that the correlative rights of King Resources
would be violated. Is King Resources -~ excuse me. |

Iet me back up a little bit.

Correlative rights under our statute is defined in J
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terms of opportunity té prodpce. If King Resources
came in and drilled wells on its own acreage and
established non-standard units which would be the
North Half, North Half of 24 and the North ﬁalf of the
South Half of 13 and séme non-standard units in the
-ﬁorth Half of 13 and arilled wells on those acreages,
you could protect your;correlative rights, couldn't you,
by exéfcising the cppofﬁunit§ thatrybu have?

I’think the well in the Sheridan Number 1'w§11 in the
Souﬁhweét Quaréer Sf 13 would be drainiﬁq our
correlative rights in the North Half of the Southwest
Quarter.

Well, by the same token, if you drilled a wéll in the
North Half of the Southeast Quartef of Section 13 and
dedicated the Nofth Half of the Scuthrﬂélf.éo it, you
in turn would be drainihg some oil from beneath

Pierce and Dehlinger's écreage in the Southéaét'Quarter
of Section 13. So you'd have drainage and counter-
drainage; isn't that a éommon situation in the oil
business? |

I think that the reason that we have standard guarter
section field rules is to avoid fhat situation.
Nevertheless, doesn't it boil down to this, Mr. Evans,
that King Resources has the opportunity to protect its

correlative rights but it's going to have to get out and
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arill some wells and Qpcnd some money' to do so?

I'm not familiar with the law of Néw Mexico as to the
definition of correlative rights. |

You referred to your'méeting last Thursday up in Denver.

Was Mr. Baer of your ordanization-supposed to be at that

meeting?

As far as I was concerned, no.
MNo?

No.

Who is Mr. Baer?

Mr. Baer is the Trustee.

The Trustee in Bankruptcy?

Yes.

He has to give his épproval, does he not, as to any
substantial commitment oir the part of King Resources
with respect to money or commitments of acreage to any
kind of development of this sort?

We were in phone conversation with Mr. Baer, and Mr.
Baer doés not invoive hiﬁself in the direct operations
of prbperéies for the negotiaﬁions of farm—out deals.
When we have concluded a farm-out proposal or we make a
recommendation to him, and we had the ability to call
him on the phone that very day and have approval of the
farm-out proposal and the settlement proposal that we

proposed to Mr, Dehlinger and his attorney.

NN o g A
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in answerfto my question, though, he dces have to
approve a%y program of this sort?

Yes, sir.

Was a Goéday delay proposed by you in connection w;th
this proieci? A

In the ndn-consent, yes, it was a 60 rather than a
normal oéeratinq agreement. We proposed 60 davs, but it
dian't séem to be an issue at the time.

Inkthe eéent of force pooling is king Resburces in‘any
position?to recommend to Mr. Baer with:anf chance of

success £hat it pay its share of well costs?

The operéting term with Xing Resources, their

' féSpGﬁSi?ility~is to conduct business as though the

company Qas not in bankruptcy and to make recommendations
to the Trustee as though it was a normal course of

business. It's up to him to make the decision then of

' what happens.

In viewfof your experience operating under the Trustee,
do you ﬁelieve it reasonable that he wéuld approve the
expendi%ure of funds for the driliing of these wells?
We have?participated in wells in the western division
and thié western division. When the risk is sufficient
to recommend them to the Trustee and he feels they are
a aood investment.

In this!particular circumstance based on your exparience

L

e A ot ket 8
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Mr. Evans, in the-event the Commission shoudld enter what

in dealing Qith My. Baer, do you think that he would
approve the expenditure of funds?

This is a very difficult gquestion. I would recommend
this, because I think these wells aré an economic
venture, I really cannot predict exactly what he says,
but I think that he would take this recommendation very

seriously.

I would suggest here might be somewhat an unusual type

of order, let me'try it on you and see what you think of -
it. Consider a situation that the Commission would enter
a compuléory pooling order and provide that in the

aevent King Resources was rot able to yéy at the prorated
share of the well costs, the matter would revert to the
non-sténdard units that had been prOpogjd’by the
Applicants. Would that help your situééion in ?
fecommending it to the Trustee? |
Well, let's look at it this way. Suppose you proposed
or Pierce and Dehlinger'proposed drilling a well in the

Southeast Quarter of 13 and we said yes. Now what if

they proposed one in the Northeast Quarter ‘and we said

no? Row are you going to do that?
We have made our proposals as to what we want to do.
But I don't understand how your system would work at

the time, because I don't believe Mr, Pierce and Mr.
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Dehlinger are prepared to ab§olute1y commit themselves
to three firm wells at this ?ime. They would want the
rights also to purchase and éake one vwell ahead of time
w{th the continuocus drillingéoperation.
It may be too problematical éo specuiéte on any further
aite:natiées here, Mr. Evansg I appreciate What you are
saying, but nevertheless yougare’not in a position at
this time as I understand yoé to say that you can
commit with any assurance at§a11 that Mr. Baer, the .
Trustee, is éoih@ito permit %ing Resources to éome in
and participate in these welis. So we are looking at a
very definite‘poésibilitj of%King Resources going non-
consent on all of the proposéd locations.
We would recommend to the Tréstee, as I said, and he
has4ﬁndertaken drilling in‘tée past year on low-risk
deVelopmeﬁt-tYpe wells; but i am in no way in a'pdsition
to say that he would. ‘ |

MR. MORRIS: I have no %urther éuestions.

MR. STAMETS: Are thereéany other questions of the
witness? -

MR, LOSEE: . I have no f?rther questions.

MR. STAMETS: ile may be%excused. Are thers any
other witnesses or any other?testimonyin this case?
We have a letter here to bhe ;ead into the record.

MR. CARR: I have a 1et£er from William Fullbright
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attorney for llardin Zimmerman of Lamesa, Texas. And I'll
read just a portion 'of the letter.

"Mr. Zimmerman protests most strongly the creation
of any non-standard oil proration unit which would cross
the section ‘line into Section 14 and appropriate any
part of Section ldﬂunder the circumstances of this case.
To allocétejthe 40 acre tract out of Secﬁidn 14 would
leave itregﬁlarly shaped acregge and insufficient acreage
for the §evélopment of Section 14 on standard proragidn
units. SuéH action would substantially interfere with
the development of the leasehold estate owned by Mr._

Zimmerman in Section 14 and could in no way be in the

~ public interest.

The Appiicant in the above case has alternatively
sought a 120 acre non-standard proration unit or
compulsory pooling, both of which would apply only to
lands located in Section 13 and would not cross the
section line'hor affect any lands in Section 14. Mr;
Zimmerman has no objéctidn to either of these alternativesl-
and would in fact recommend same to you in lieu of any
proposal which would affect lands in Section 14."

MR, STAMETS: Any other statemeﬁts in this caée?

MR, LeMay: william J. LeMay representing Read &

Stevens, Incbrporated of Roswell, New Mexico. Read &

Stevens, Inc. are owners of direct offset production to
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the point that Read & Stevens makes with respect to

Northeast Quarter of Section 13 is obvicusly true. There
isn't any way that King Resources or anybcdy else can

drill one well and protect the 100 and 200 acre

. unorthodox unit scattered up there without getting over

Qn‘the East sidé.

'We join in what I call Plat 3 and in the'request§

‘for the designation of standard units and the forced

pooling ordér as far as the three standard IOCations.g_
We would recoﬁmeﬂa that the Commission méke a penélty%of
20 to 40 percent to assure these things in this type @f
production. ‘

MR. STAMETS: Mr. Morris?

MR, MORRIS: Very briefly, Mr, Examiner, I've
already brought to the Examiner's attention the
substantial legal problem with respect to the forced §
pooiing in connecﬁion with the lien problem, ‘I have ?
examined claims of lien that have been filed in this ;
area and find that some of them afe on the 40 acres oﬁ
which the Number 1 Well is located.

Some of them are on the 80. Some of them are ong
160 and some of them are on the whole Section 13. ‘Soi
at least the claims of lien cast a shadow over the
development of this acreage insofar as it involves

King Resources' acreage.
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We don't want to have to bring a lawsuit in order
to proceed with devélopment of our acreage in this area,
and that is the main reason we are pushing non-standard
units. - It's juét qﬁe of perhaps>tﬁé very typical facet
of the problem of thing to deal with an organization
which is involvegd iﬁ bankruptcy proceedings, and we
would prefer tO-deVQIOp our own acreage. We are
prepared to do so bé§inniﬁg immediately.

We feel we neéd~to 3o so immedigtély in order to
stbp the drainage tﬁét is océurring iiéﬁﬁ nowfwith )
respect to these offset wells, and we can understand the
Commission might havé a leaning toward establishing and
maintaining regqular ﬁnits in this area, but the delay
that will be invol&ea we feel will impair our corrglative
rights, the fact tﬁaf there is built-in delay here with
respect to dealing @ith King Resources and in view of
their unfortunate §i£uation.

We feel that in order to protect our correlative
rights we should be given the opportunity to proceed with
the drilling of these wells in the manner set forth in
our Referred Alternatives One and Two. In the event
the Commisgion does determine to force pool in accordance
with our least desiréble Alternative Number Three, I
may mention that with respect to the three standard units

that would require wells to be drilled we have specified
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exact footage indications.

Perhaps we should have specified that the wells woqld
he drilled at an orthodox location within that Quarter,
Quarter Section to avoid any possible problems with
respect to topégraphy. We do urge upon the gxaminer
that whatever is to be done in this matter be done as
soon as nossible so that we can proceed with the
developmgnt cn #his. Thank you.

MR. STAMETS: Mr, Morris, that is an amendment to
your Application in the third alternative there to appear
that might a well be drilléd at a standard 1ocation in
the various forced-pooled tracts? |

MR. MORRis: Yes. We probably should have brought
our Application with that flexibility in the first place,
but we Qould ask if the Commission can'grant us that
flexibility and if you chose that alternative to provide
it for us. |

MR. STAMETS: Any other statements in this case?

The case will be taken under advisemeﬁt. We will adjourn
the Hearing. *

(Wvhereupon, the Hearing was adjourned.)
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STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ) 458

I, JANET RUSSELL, a Certified Shorthand Reporter, in and
for the County of Bernalillo, State og New Mexico do her;by
certify that the fbregoinq and attached Transcript of He;ring
before the New Mexico 011 Conservation Commission was
reported by me; and that the same is a true and c&rrecti
record of the said proceedings to the bestfgf ny knowlédée,
skill and ability. .

CERFIFIED SHORTHAND REPORTER

I Qo hereby certify that the foregoing 1&
a1 complete record of the proceedings 1}1é
the Exaniner hearing of Case w7
heard by on LA

- ety 2.7 Loty

New Yexieo Oii Conservation Cemnission”
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DOCKET: EXAMINER HEARING - WEDNESDAY -~ APRIL 25, 1973

% S ' 9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILOING - SANTA FE, NEW MEXICO

‘ The.following cases will be heard before Richard L. Stamets, Examiner, or
Daniel S. Nutter or Elvis A. Utz, Alternate Exanminers: .

CASE 4946: Application of Union Texas Petroleum for special pool rules, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks
the promulgation of special pool rules for the Crosby-Fusselman
Pool, Lea County, New Mexico, including a provision for classifi-
cation of oil wells and gas wells, 80-acre spacing for oil wells,
320~acre ‘spacing for gas wells, and a llmiting gas-oil ratio of
5000 to one.

Bt rune e T e 1175 A
v

CASE 4947: Application of Tom Brown, Inc., for compulsory pooling, and a non- o
: standard unit, Eddy County, ‘New Mexico. Appllcant, in the above- i

styled cause, ‘seeks an order pooling 'all minéral interests underlying
the N/2 of Section 13, Township 22 South, Range 26 East, South
Carlsbad Field Extension, Eddy County, New Mexico, to form a non-
standard 336.6-acre unit to be dedicated to a well to be drilled
1680 feet from the North line and 1980 feet from the East 1Lne of
said Section 13,

“ Also to be considered will be the costs of drilling said well, a
‘charge for the risk involved, a provision for the allocation of
actual operating costs, and the establishment of charges for super-
vision of said well.

AL S vt 5. arrmeace s s ne

CASE 4948: Application of Skelly 0il Company for an unorthodox oil well’ location, |
Lea County, New Mexico. Applicant, in the above-styled cause;’ seeks :

f authority to re-complete its R. R. Sims Well No. 7 located 2200 feet

i : ~from the South and West lines of Section 3, Township 23 South,

: Range 37 East, Lea County, New Mexico, as a producing 01l well in

its Penrose “A" waterflood projeéct, Langlie-Mattix Pool, said well

being an unorthodox location closer than 330 feet to another well

producing from the same pool. Aoplicanc further seeks an adminis-

trative procedure for approval of further in-fill development at

unorthodox locatzons in its Penrose "A" Unit Area.

CASE 4949: - Application of Skelly 0il Company for the amendment of Order No.
R-1069-B, San Juan County, New Mexico. Applicant, in the above-
styled cause, seeks the amendment of Order No. R-1063-B, which order
promulgated 'special pool rules for the Bisti Lower-Gallup 0il Pool,
San Juan County, New Mexico. Applicant seeks the adoption of rules
for the classification of gas wells in said pool and the dedication
of 320 acres thereto.




S

PRSI o

e

Examiner Hearing - Wednesday - April 25, 1973 . : Docket No. 12-73
-2-
CASE 4950: Appliéation of Monsanto Company for a dual completion, Eddy County,

" CASE 4951:

CASE 4952:

CASE 4953:

CASE  4954:

CASE 4955:

New Mexico. Applicant, in the above-styled cause, seeks authority
to dually complete its Burton Flat Deep Unit Well No. 3 located in
Unit V of Section 3, Township 21 South, Range 27 East, Eddy County,
New Mexico, to produce gas from the Burton Flat-Morrow Gas Pool
Extension and from an undesignated Strawn pool through parallel
strings of tubing.

Application of Atlantic Richfield Company for compulsory pooling,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
an order pooling all mineral interests underlying the N/2 of Section
15, Township 21 South, Range 26 East, Eddy County, New Mexico, to be
dedicated to a well to be drilled by the applicant at a standard
location to test the Morrow formation. 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 is the designation of applicant
as operator and the risk involved in drilling said well.

Application of Atlantic Richfield Company for a unit agreement, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks
approval of the Empire Abo Unit Area comprising 11,339 acres, more
or less of State and Federal lands in Townships 17 and 18 South,
Ranges 27, 28, and 29 East, Eddy County, New Mexico. '

Application of Atlantic Richfield Company for a pressure maintenance
project, Eddy County, New Mexico. Appllcant, in the above-styled
cause, seeks authority to institute a pressure maintenance project

in its Empire Abo Unit Area, Empire-Abo Pool, Eddy County, New Mexico,
by the injection of gas into the Abo formation through eight wells in
Section 36, Township 17 South, Range 27 East, Sections 3, 4, and 9,
Township 18 South, Range 27 Bast, and Sections 26, 31, 32, and 33,
ownvhlp 17 South, Range 28 East. Applicant further seeks the promulga-
tion of special rules for the cperation of said project, including
provision for the assignment of special allowables to wells in the
project .area based on reservoir voidage factors, the shutting-in
ofvless'efficient wells, and volumes of gas injected.

Application of Chace 0il Company for pcol creation and down~hole
commingling, Rio Arriba County, New Mexico. Appllcant, in the above-
styled cause, seeks the creation of a new Gallup 0il Poel and Dakota
011l Pool for its Jicarilla 70 Well No. 3 located in Unit C of Sec-
tion 33, Township 24 North, Range 4 West, Rio Arriba County, New
Mexicc. Applicant further seeks authority to commingle production
from each of saild pools in the well-bore of said well and the-estab-
lishment of an administrative procedure for down~hole commingling of
additional wells to be drilled in the area.

Application of Pierce & Dehlinger for a non-standard oil proration
unit, or in the alternative, compulsory pooling, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks approval for
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(Case 4955 continued ftém page 2)

CASE 4956:

P —————

CASE 4957:

a 160-acre non-standard oil proration unit comprising the SW/4 NE/4
and S/2 NW/4 of Section 13, and the SE/4 NE/4 of Section 14, Town-
ship ‘9 SOUth, Range 33 East, Vada-Pennsylvanian Pool, Lea County,
New Mexico, ‘to be dedicated to a well to be drilled in Unit G of
said Section 13, or in the alternative, applicant seeks approval

of a 120-acre non-standard unit comprising only the above-described
lands in Section 13, to be dedicated to the aforesaid proposed well.

As an alternative to either of the above-described non~standard
units, applicant seeks an order pooling all mineral interests in
the Vada-Pennsylvanian Pool underlying the NE/4 of the aforesaid
Section 13 to be dedicated to a well which would be drilled in -
Unit H of said Sectlon 13. Also to be considered would be designa-
tion of applicant as operator of--the well, allocatlon of well costs
and charges for operation, charges for supervision of the well, and
the establishment of a 200 percent risk factor for the well.

Application of Pierce & Dehlinger for a non-standard oil proration
unit, or -in the alternative, compulsory pooling, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks approval for
& 160-acre non-standard oil proration unit comprising the $/2 §/2
of Section 13 Township 9 South, Range 33 East, Vada—Pennsylvanlan
Pool, Lea County New Mexico, to be dedicated to' its Sheridan Well
No. 1, located in Unit M of said Section 13. 1In the alternative,
applicant seéks an order pooling all mineral interests in the Vada-
Pennsylvanian Pool underlylng the SW/4 of said Section 13 to be
dedicated toisaid well; and also pooling all said mineral interests
underlying the SE/4 of said Section 13 to be dedicated to 2 well
which would be drilled in Unit P of said Section 13. Also to be
considered would be designation of applicant as operator of the
well, allocation of well costs and charges for operation, charges
for supervision of the well, and the establishment of a 200 percent
risk factor for the well.

Application of Pierce & Dehlinger for a non-standard oil proration
unit,” or in qhe alternative, compulsory pooling,»Lea County, New
Mexico. Applicant, in the above-styled cause, seeks approval of a
160-acre non—standard oil proration unit comprising the S/2 N/2

of Section 2& Township 9 South, Range 33 East, Vada-Pennsylvanian
Pool, Lea Cognty, New Mexico,. to be dedicated to a well to be

drilled in Unit “H of said Section 24. In the alternative applicant
seeks an order pooling all mineral interests in the Vada—Pennsylvanlan
Pool underlying the NEf4 of said Section 24 to be dedicated to the
aforesaid proposed well. Also to be considered would be designation
of applicant as operator of the well, allocation of well costs and
charges for operation, charges for supervision of the well, and the
establishment of a 200 percent risk factor for the well.
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CASE 4958:

Southeastern New Mexico nomenclature case calliﬁg for an order
for the extension of certain pools in Lea County, New Mexico:

(a) Extend the Eumont Gas Pool in Lea County, New Mexico, to

include therein:

' TOWNSHIP 2] SOUTH, RANGE 37 EAST, NMPM
Section 28: SW/4

(b) Extend the Gladiola-Wolfcamp Pool in Lea County, New Mexico,

- to include therein:

TOWNSHIP 12 'SOUTH, RANGE 38 EAST, NMPM
Section 19: NE/4
Section 20: NW/4

.fc) Extend the Humble City~Strawn Pool in Lea County, New Mexico, .
" to include therein:

TOWNSHIP 17 SOUTH, RANGE 37 EAST, NMPM
: Section .10: SE/4

-

(d) Extend the Jalmat Gas Pool in Lea County, ‘New Mexico, Lo
include therein:

TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
Section 19: N/2

(e)‘ Exténd‘thé Osudo-Morrow Gas Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 21 SOUTH, RANGE 35 EAST, NMPM
Section 5: Lots 11, 12 13, 14 and SW/4

(f) Extend the West Sawyer-San Andres Pool in Lea County, New Mexico,
to include ‘therein:

TOWNSHIP 9 SOUTH, RANGE 37 FAST, NMPM
Section 26: W/2 NW/4

(g) Extend the Triple X-Delaware Pool in Lea County, New Mexico, to

“include therein:

TOWNSHIP 24 SOUTH, RANGE 33 EAST, NMPM
Section 7: NW/4

(h) Extend the North Vacuum-Abo Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 17 SOUTH, RANGE 35 EAST, NMPM
Section 8: N/2 sSW/4
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a 160-acre non-standard oil proration unit comprising the SW/4 NE/4
and S/2 NW/4 of Section 13, and the SE/4 ﬁE/é of Section 14, Town-
ship 9 South, Range 33 East, Vada—Peﬂnsylvanlan Pool, Lea County,
New Mexico, to be dedicated to a well to Le drilled in Unit G of
sald Section 13, or in the alternative, a%plicant seeks approval
of a 120-acte non-standard unit comprising only the above-described
lands in Section 13, to be dedicated to Lhe aforesaid proposed well.

As an alternative to either of the above—gescpibed nonfstandard
units, applicar.t seeks an order pooling-all mineral interests in
the Vada—Pennsylvarian Pool underlying the NE/4 of the aforesaid
Section 13 to be dedicated to a well wh1ch would be drilled in

Unit H of said Section 13. Also to be considered would be de31gna—
tion of applicant as operator of the well* allocation of well costs
and charges for operation, charges for superv1sion of the well, and
the establishment of a 200 percent risk factor for the well.

Application of Pierce & Dehlinger for a n%n—standard oil proration
unit, or in the alternative, compulsory poollng, Lea County, New
Mexico. Applicant, in the above-styled c%use, seeks approval for

a 160-zcre non-standard oll proration unit comprising the $/2 $/2

of Section 13, Township 9 South, Range 33 East, Vada-Pennsylvanian
Pool, Lea County, New Mexico, to be dedlcated to its Sheridan Well
No. 1, located in Unit M of said Section 13 In the alternative,
applicant seeks an ovder pooling all mineral interests in the Vada-
Pennsylvanian Pool underlying the SW/4 of said Section 13 to be
dedicated to said well; and .also pooling all ‘said mineral interests
underlying the SE/& of said Section 13 tg be dedicated to a well
which would be drilled in Unit P of said Sectlon 13. Also to be
consideréd would be designation of appl1cant as operator of the
well, allocation of well costs and charges for operation, charges
for superv1sion of the well, and the establlshment of a 200 percent
rlsk factor for the well. ;

Application of Pierce & Dehlinger for a non—standard oil nroration
unit, or in the alternative, compulsory pooling, Lea County, New
Mexico. Applicant,; in the above-styled éause, seeks approval of a
160-acre non—standard oil proration unlt’comprising the S/2 N/2

of Section 24, Township 9 South, Range 33 East, Vada-Pennsylvanian
Pool, Lea County, New Mexico, to be dedicated to a well to be
drilled in Unit H of said Section 24. In the alternative, applicant
seeks an order pooling all mineral interests in the Vada-Pennsylvanian
Pool underlying the NE/4 of said Sectlon3°4 to be dedicated to the
aforesaid proposed well. Also to be considered would be designation
of applicant as operator of the well, allocation of well costs and
charges for operation, charges for supervision of the well, and the
establishment of a 200 percent risk factor for the well,
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'dedicated to a well whlch applicant proposes to drill 1980 feet

BEFORE THE- NEW MEXICO OIL CONSERVATION COMMISSION

APPLICATION OF PIERCE &
DEHLINGER FOR APPROVAL, OF

Case No. l7£ 7& 7
FOR COMPULSORY POOLING,
VADA—PENNSYLVANIAN POOL,

)
)
UNIT OR, IN THE ALTERNATIVE )
)
LEA COUNTY, NEW MEXICO ) !;’fﬁjﬂ"

APPLICATION { aPR L ik
P |
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Come now Pierce &!Dehlinger, a ngtnershin,hby their attor-
né%s,-and apply to the New lMexico 0il Conservation Cqmmission for
apiroval of a non-standard oil proration unit, in the alter-
ngiive for compuLSOry bboling, Vada~Pennsy1vanian Pool, Lea
Cdﬁnty, New Mexico, and in support of its Application states:

1. Applicant is the operator of the S/2 N/2 of Section 24,
Township 9 South, Range 33 East, Lea County, New Mexico,

2. Applicant seeks the establishment of a 160-acre oil

pforatlon unit in the Vada-Pennsy¢vanian Pool comprising all of

the above described acreage, which non-standard unit would be

from the north line and 660 feet from the east line of said
Sgction 24,

’; 3. In the alternative, applicant seeks an Order of the
“ommission pooling all mineral interests in the NE/U of said

Section 24 to form a standard oil proration unit in the Vada-

Pgnnsylvanian Pool, which proration unit would be dedicated to

ﬁﬁe well which applicant proposes to drill in the SE/4 NE/4 of

Séid Section 24. Applicant has been unable to agree with the
oéher mineral interest owners in the NE/U of said Section 24 ;
aé to a voluntary Communitization Agreement covering the said
lands and well. Applicant requests that it be designated as the '
o?erator of said well and that the Commission make the appro-

pfiate provisions for charges of supervision and for the risk
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ﬁ involved in the drilling of the proposed well, which'charges fOr

! risk should be established at 200% of any non-consenting working
: interest owner's prorata share of well costs. ;

4, Approval of this Appiicatiqﬁ; and any of the alternati}es
set forth herein, wili prevent waste/and prdteCt correlative |
I rights.

WHEREFORE, the applicant requests that this Application beg
set for hearing before the Commiésidn or bne of its examiners
and that‘the Commission enter its Order approving one of the
alternatives set forth in this Application; the applicant's

preference of alternativés being;in-the order as stated herein.'

MONTGOMERY ,  FEDERICI, ANDREWS,
HANNAHS & MORRIS

By /51L2/:2n¢7/<;j{/

P.O. Box 2307

Santa Fe, N.M. 87501
Attorneys for Pierce & Dehlinger.
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