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_ EEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
CONFERENCE ROOM, STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO
\June 27, 1973

EXAMINER HEARING

IN THE MATTER OF:

Application of Cities Service
011 Company for compulsory’
- pooling, Eddy County, New Mexico

Case No., 5014

Nt N Sesst s sat? oet?

BEFORE :

ELVIS A. UTZ

naam¢ner.

[ S

TRANSCRIPT OF HEARING
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MR. UTZ: Call, now, Case 5014,
MR. CARR: 5014, Application of Ccities Service
01l Company for compulsory pooling, Eddy County, New

Mexico.

/«

MR. KELLAHIN: If the Examlner please, Jason

Kellahin, Kellahin & Fox, éppearihg for the applicant.

We have three witnésses I'd like to have sworn.

% X %X *

FRANK RINEY,

was called as a witness, and after being duly sviorn,
testified as follows:

DIRECT EXAMINATION

BY MR, KELLAHIN:

Would ydu state'your name, pleasé?

Frank Riney.

By whom are you employed and in what positlon, Mr. Riney?

Citles Service bil»CompanQ, emplojed as a land man.
And hqw long have yéu worked for Cities Service 0il
Company?

Appfbiimateiy thirty-eight years.

And in connection with your work as a land man, 4o you
operate in the State of New Mexiéb?“”

Yes, sir, |

Are you familiar with'the‘lease_qwnérshipwinvolved in

Case No, 50147
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1| A Yes, sir. |

2l Q Now, referring to what has been marked as Applicant!'s
3 Exnibit 1 in this case, would you identify that exhibit,
4) please? .

5| A This is a lease ownepship map showing Section 26, West

6 half, which we propose O communitize, andlthe gurrounding
7 _ lease ownership. | 7
8| o  Now, what is the lease ownepship in the West half of
9 Section:26?
0] A citles Service owns 79’percen€ plus, Black River owns
1 | " 4 percent ﬁlﬁs, Roy G. parton owns 4 plus pércent, énd;
12 Michael P. Gréce ouns 12 and one-half percent.
13 Q WOﬁldiyou discuss Jjust what the owqership is in which
i4 portion of the unit?‘ »
kis A in the North nalf of the Northwest of 26, Citles Service

16 | owns a 46 percent interest, ROY Barton owns a one-sixth
'17 ' unleased interest, and Black River owns_ a one-sixtﬁ

i8 interest, and in the Soﬁthwest of the‘Northwest Quagééf,
19 Michael P. Grace owns a Federal lease covering that

20 | Jo-~-acre tract,rﬁhe palance Of the West half 1is owned

21 100 percent by cities gervice. |

2| Q Now, does cities Service 0oil Compahy propose O arill a
2  weil on this unit? |

24| A ves, sir, a 7200 foot Morrow test at a location 1980 feet

25 | from the south and 660 feet fpom the West 11

|

i

l
!
1
i

ne of Section 26, -
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‘Now, have you made an effort to obtain voluntary

agreements to pool this acreage?
Yes, sir. -

Would you outline just what you have done in this

~ eonnection?

Oﬁ March 23, I wrote a letter to each of the interest
owners,‘and in‘answef to that letter I received a letter
from Me. Barton, saying that he did not wish to :
participate. We also recelved a letter from Mrs. Grace
in which she more or less made a- counter proposal that
we join them in drilling a well iB;Sectidn;;z.

Now, 1is that one of tﬁe exhibits that had been handed
to the Examiner? |

Yes, sir. That letter of Mrs. Grace's is dated

April 11, 1973; and in discussing that letter with

Mrs. Grace, we don't have anything in?séction 12, so we
couldn't participate With“tﬁém.

Is that Exhibit No. 42

Yes. I was going to say we discussed this matter with

her by phone on several occasions later, and we couldn't

get a definite commitment one way or the other, whether

they would participate or not.

And “you never had any further information from her as

to whether she would not?

That is rignt.
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the land department, wrote another letter toiﬁhe interest

pid you write to the f1ndividual owners again on a later
date?

On May 15, 1973, my immediate gsuperior, the manager of

6ﬁners and we received no direct communicatién from any
one'Of them. We did, however, cecelve a carbon copy of
Black Rivers' letter to the 0il Conservation commission
dated June 18, 1973. |
Now, afé coples of all’fhose letters marked as Exhibits
o through © 1nclusivé? |

Yes, sir.

Do you'feél that a voiuhtary agreement‘can'be reached
ko drill a well in this uni®?

No, sir.v

And do you ask tﬁe commission, then,‘to enter an“brder
ineluding the acreage s0 you can drill to a standard
Morrowvunit_for a Morrow test?

ves, sir, I do.

|
MR. KELLAHIN: That's all I have of this witness. \

CROSS-EXAMINATlgg W
BY MR, UTZ: \

pDid you ever discover why she wanted you td help her drill

a well?

I guess the ownership map she had showed that we did have

an interest.

s
\
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Government M-2 in Section 27, the Government

Yes, sir, ' Ww;
Now, referring tuv what has been marked as Exhibit No. 7,
would you identify<§hét exhibit, please?

This is a strucﬁuée map of the Washlington Ranch Fieldﬂin
Eddy County, New Mexico. It's contoured on top of what
we call the Zone Six Sand, which is one of the lower

Morrow sands. It's the maln pay sand in the fileld.

- Now, what other information is showfi on the Exhiblt, what

are the wells that are circled?

The circled wells are wells that produce from the Zone
Six Saﬁa, aﬁdfthé}e are two wells,“two producefs,Abne in
Sectidn 2, the Black River No. 1 Miller. It produces
put of what we ca11‘§he Zone Seven, a younger sand, & -

younger Morrow sand, and llkewlse the Hubert No. 1 Superio

LA

SA 1n Section 11 produces out of the Zone Seven Sand.
Now, what wells dqes‘Cities Service operate in this area?

i

3

Ve operate the Government M-1 in Section 23,

‘ot
¢

=
w

in

Section 27, and we have a half interest with Black River

in the areas Sections 33,3%4,35, and Section 3 and 2.
Now, where is the best area of nraductidn in this field?
The pest well was the discovery well, and ﬁhe best

productlon 1s centered around in Section 34, Black Rivers!

/ &6. 1 Cities Federal was the discovery well,

Now, is the Zone Seven your objective in drilling this
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MR. UTZ: Are there other gquestions of the witness?
(No pesponse . )

MR, UTZ: He may pe excused.

’MR{\KELLAHIN: I call Mr. Taylor as our next witness

% % ¥® X

E. E. TAYLOR;

was called as a witness, and after belng duly sworn,

testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

Would you state your name , please?

E. E. Taylor.

By whom are you employéd and in what position, Mr., Taylor?
I'm employed by Clties gepvice 01l Company and I am fhe

Sduthwest Reglon development geoiogist in Midland, Texas.

‘Have you ever testified before the 011 conservation

Commission‘undep one of its Examiners and made your
quafifications a matﬁer of record?
Yes, sir. | | |

MR. KELLAHIN: Are the witness' qualificationé
acceptable? |

MR. UTZ: Yes, 31r.!
(vy Mp. Kellahin) M. Taylopr, are you familiar with the
geology 1n the area tnvolved in the case pefore the

Examiner?

e e .__—___._————___’-—————_’_____.——————‘“—Tﬂ—
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Mwhat I am getting atv, is there a risk that‘you4w111 not

West half of the sectlon?

No, sir.

Zohe Six?

Zone Six.

Now, what has been your experiénce in obtaining production
from this or any other zone in the vicinity of this
lQéétibn?

Hi
We ! have -- Excuse me?

obtain productlon by drilling at this location?

Yes, sir."

Could you outline what‘that risk 1is?

Tﬁere are two faétors which contribute to the risk of
drilling here; One being; if you will notice, there is
a Northwest by Southeast'trénding major fault onbﬁhe
Northeast side of the field. This is the Southern
extension of the waupachi Fault. This Fault has about
3500 Teet of throe. |

And on what do-you pase that?

I base that on the fact that there is a well which
uﬁfortunatel& 1s off the border of the map, but it can

be verified, the Skelly Number 1 Federal in Section 30,

ly

Township 25 South, Range 25 East. This well is approximate

9200 feet Northeast of Penroc's Number 1 State L down there

4in Section 36 of 25 South, 24 East.
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‘lowest capaciﬁy producling wells in the field, and it's

Now, the top of Zone Six in the Skelly well is
appro;imately“minus 7235;vAnd you will note the minus
of Peﬁroc's well is 3757. So therefore it's In the
neighborhood of 3500 feet of displacement.
Nowi how does that affect the risk fac¢tor in drilling
at the proposed location?
There could be drag,rwhich is not uncommon at all to
drag into a fault of ﬁhis magnitude, which would steepen
the dip in the regionsof our drill site or in the whole
region of the Northeast side of the field,and the drag
could pull ouﬁ’objective down to the point that it would
be as low ‘as or posgibly lower than Cities Service No. 1
Govepnﬁent«P in“the Southeast Quarter of Section 22,
which was a dry hole, Another factor, other than drag
into this fault, would be the fact that we might encounter
sand that ls even less permeable than the . sand tﬁat is
now:in the Cities Servide{No. 3 Government M or this

Black River 1-E Federal. Now, thesevtwo wells are the

my theory that their capacity 1s limited due to the fact
of the dispositicnal environment of the sand in that part
of the field, say on the nearest fiank of the fault thel
diépositional environment wés so low that the sand is not

near as clean as it is in the éentral region and field

where the production is better. So we could get a dry hole
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“to lose the hole. They could cost us some money.

They do add to the risk in drilling the well, do they not?

due simply to the fact that the sand would not be permeabl%
enough‘to produce.
Now, do you have any low éirculation zones in this area?

We have some, but I don't bélieve'they,are serious enough

Yes, sir.

In your opinlon, 1s this a high-risk well?

Yes,}31r.‘

what risk would you ask be granted in connection with
this case? |

Two hundred percent.

Was Exhibit Seven prepared by you or under your supervisidA?

Yes, sir. |
MR. KELLAHIN: At this time I offer Exhibit Seven.
MR. UTZ: Without objection, Exhibit Seven will

be entered into the record of tﬁis case, |
MR. KELLAHIN: That completes the direct examination|
MR. UTZ: Are there queétions of the witness?
(No responSe.)
MR. UTZ: He may be excused.
MR. XELLAHIN: I call Mr. Lowery as our next witnessh

® % X ¥

EDWIN H, LOWERY,

was called as a ﬁitﬁess,’and after being duly sworn,
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testified as follows: | .

DIRECT EXAMINATION

'BY MR. KELLAIlIN:

Would you state yocur name, please?

Edwin H. Lowery.

By whom are you emplbyed'and in what position, Mr. Lowery?

‘Cities Service 0il Cbmpany, I'm reservolr engineer in

our Southwestern Region;
Have you ever‘testifiéd before the chmission or one of
its examiners and madé'your Qualifications a matter of
record?
Yes, sir. ) ‘

MR. KELﬁAHIN: Are the witness' qualifications
acceptable? |

MR. UTZ: Yes, sir, they are,
(by Mr. Kellahin) Mr. Lowery, have you made an estimate
of the well costs?
Yes, sir, we es@imate the drill énd equipment costs for

a producing well at $190,323.

.Is that set forth as what has been marked as Applicantts

 Exhibit Eight?

Yes, sir, 1t is.
what other information is shown on that exhibit? Is it
a detalled breakdown?

Yes, sir, this is a detailed well estimate wWe use on all
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of our 01l drllling wells.

you heavrd me ask Mr. Taylor if there was any lose8 of
oirculation in the zone here. You»have made provision

for agditional casing or a liner 1nkcase you 4o jose
circulation, have you'hot?

Yesy sip, the eightAand five-eighths was listed in nother"
at approximately 5000'feet as contingency for just that
lpurpose.' If we don't lose circﬁiétiOﬁ, we don't have any
need for it,fwe won't have the eig%t and fiveﬁeighths; We
will paise the five and oné—half to the éurface,;wgich &11
ﬁ'lower the c¢st by approximately $15,000.

your cost is oY drilling and coﬁbleﬁing’the well ready \
for production, is it not? . . 1.
tpat's correct. |

Q Have you considered.the actual opefating cost and charges
for supervision anticipated on this well? |

A our ovefhead charges are estimated as $190 a month,_which*x
includes all fixéd, cverhead, and supéfvision chargesidownﬁ
to but not 1ncluding tho pumper. 2 \‘
Q Now, 1is that a figure tnat 1s normally used by citles Serv ce
in the operation of all of 153 wells ﬁhere you have @

voluntary appeement?

A Yes, sir, this was a'recéhtly adopted company policy'in ‘
the gouthwest Region, to set overhead charges at $19C a

month as opposed 5o breaking the charges down into 3
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BY MR, UTZ: br. Lowery, what do you anticilpate pumping

department brackét.
So that's just a uni form charge that éities Service makes?
Yes, sir,
Do you consider it a reasonable charge for your overhead
supervision?
Yes, sir, this number was arrived at by merelj taking an
average of all wells in the Southwestern Region 1h'this
respect.
And the operating costs, would you anticipate anj extra - -
opérating costs in connection with this particular well?
No, it depends on several factors, includihg the amount
of water ﬁhat's produced; But no éﬁtfcipated anything.
Do you reqﬁeét the Commission to designate Cities Service
0il company as the operator of the proposed unit?
Yes, sir. |
Was Exhibit Number Eight prepared by you of under your
supervision?
Yes, 1£ was.
MR. KELLAHIN: At this time, I offer Exhibit Number
Eight.
MR. UTZ: wWithout objectlion, Exhibit Number Eight
will be entered into the record of this case,.
MR.‘KELLAHiN: That'completes our testimony, Mr. ﬁtz.

CROSS ~-EXAMINATION

O e ————
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b 1] costs would ve?
f 2| A They've been averaglng between $30 and $35 a month. That's
o 3 a number from the south Carlsbad Field.
4] Q Do you understand that you are asking for monthly costs
5 ‘of $190 plus $30 or $357
_ w 6| A Well, yes, the $190 a month 1is fixed overhead, including
%] .
Qo 7 the produc’cion foreman. The pumper and some Of ¢the chargeg.
S | - _
2 8 will be charged dipectly to the-lease.
c; 9 MR. vUTZ: Are fthere questions of the witness?
%J_, 10 ‘ (No pesponse. )
E~ 11 MR. UTZ: The witness may be excused. Arve there
[T} ‘
= = 12 statements in the case?
= - .
m I;n (”lv,’ . :
% 92 13 ) MR, KELLAHIN: That's all we have, Mr. Utz.
. 2% :
u O . -
iy 4 MR. UTZ: The case will be taken under advisement.
i 15 !
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REPORTER'S CERTIFICATE
» I, JOHN DE LA ROSA, a Court Reporter, do hereby certify
that the foregoing and attached Transcript of Hearing before
Ehe New Mexico Oil Conservation Commission was reporﬁed by me:

and that the same is a true and correct record of the said

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

Db,
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foregollgis
Lodo hr ebJ oerfify that the
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bDirect Examination Ey Mr. Kellahin 3

Crdss~Examination by Mr. Utz _ "6
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Direct Examination by Mr. Xellahin 7
EDWIN H. LOWERY \ :

Direct Examination by Mr. Kellahin - 12

Cross-Examination by Mr. Utz . 14

\ E X ﬁ I BITS OFFERED ADMITTED

Applicant's Exhibit 1
Applicant's Exhibits 2 ~ 6
"Applicant's Exhibit 7 11 11
Applicant's Exhibit 3 14 14
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CITIES SERVICE OlL COMPANY' S . ‘Bo’x 4906
' ‘Midland, Texas 79701
Telephone: 915 684-7131

November 13, 1973
New Mexico 0Oil Consevvation Comznlssmn _ A
Span(gr;l fgx i’gg'ga\iexico a7501 J“{/& &4& = g/ 9/
Attn: Mr. A, L. Porter, Jr. |

Re: Cities Service Govermment-Q No. 1
1980' FSL and 660' FWL, Section 26,
T-25-S, R-24-E, Washington  Ranch
Morrow Pool, Eddy County, New Mexico

Centlémen:

New Mexico 0il Conservation Commissicn Order No. 4592 requires the Oper-
ator to furnish the Commiission and each non-Working Interest Owner an
iterized schedule of actual costs within ninety days following completion

"of the weil. “The Cities Seivice 0il Company Government-) No. 1 lccated

1980° FSL and. 660! Ful, (area force pooled W/2), Section 26, T-25-S,
R-24-E, N.M.P.M., Eddy County, New Mexico, was dry in the 1\"11 row and the
well was plugged and- abandoned.

A1 MWorking Intevest Owners under the I\/Z Section 26, either agreed to

back -dn the well after a certain payout or were force 1\)01 ed. Since
the entire cost of the well will be borne by Cities Service, B 10% Tar-
“ties are not being fumished a final cost (this matter was discussed

i

(SN
sith Mr. Nutter on November 12, 1973).
Attached for your information is a Drtailed Well Estimate giving actual
costs of the well. This cost is mow $110,410 and should be a final
figure; however, occasionally a late blllmg charge may arrive which
could increase this amount <‘wnt1y

sicn Fngineering Manager
ithwest Rf‘(;lcn
‘-, P Mvision

o
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- OP &9

DETAILED WELL ESTIMATE
WELL NUMBER 1 LEASE Government -Q
CONTRACTOR LocaTion 1980"' FSI: and 660" FWL
DATE section _26, T-25-S, R-24-E .
J. 0. NO. pepTH__7200' _ counrvy __Eddy state __New Mexico
cesomerion Jomwor] ome | comn. | w | SRasuade | SV | cwatie | el
TANGIBLES :
Casing 20" A _ 30 510 510 0
. 1%-%/QV A1 885 5,996 5,996 8,844
8-5/8" A 5,000T 27,9504 27,950 0
5-1/2" A 2,200 6.168 0 0
Well head connections A 4,500 1,500 347
Tubing 2-7/8" A 7,000} 8,680 0 0
| Sucker rods
Bottom hole pump
Packer 1,200 0 0
Engine or motor
Pumping unit
Elecir!cc;l equip. inc. Labor & Trans. .
Line pipe; fittings inc. Labor & Trons, A 300} 549 0 0
TANK BATTERY :

. 1 Stock tanks . A 2 3,000 0 0
G. B., settler, fres water K. 0. mnk :
Separaior! heater treater, etc. 3,000 0 0
Cost to install T. B, 3,000 0 0

< lNTANGIBLES B Y A
Confracf Drlg. labor (footage) $7.00 Ft. 50,400] .50,400 590,484
Rotary doy work 11,550] 8 250 3,250
‘| Kehlateckwork  Completion Unit 5,220 720 0.
" Subsurface casing equipment 2000 1 000 739
D. S. T., electric logs, etc. 8,100 '8,100 5,200
_ﬁ:idizing, fracing 5 ,000 0 0
Parforating 3,060 0 0
\ - - il g
Misc. company ond contract lobor 5,000 3,500 5,262
Road building, location § Clean Up 3,000 3,000 7,596
Cement & cementing service 4,500 2,500 4 ,976
Cement squeeze jobs
Drilling mud, chemicals 12,0001 12,000 034
Drilling bits, coreheads, reamers : .
Mud logging unit 3,500 3,500 1,622
Rentai of miscelitneous equip. ' ' 811
Compsony, comract hauling - — 25500 15756 785
‘Water, fuel 2,000] 2,000 1,634
Miscelloneous incidentals 23,0001 3,000 822
Total estimated cost - 100% 190,323 1135 676 11 0:110__
Total estimate C. S. % ‘ : ‘;“ _




CITIES SERVICE OlL COMPANY

OIL CONSERVATION
: ATIO
| Sonta o COMM

New Mexico 0il Conservaticn Commission

pP. O. Box 2038 ,
ganta Fe, New Mexico 87501

ity AR

N Attention: M. A. L. Porter, JT.

Re: - Cities Service Govenmlent-()
No. 1 - 1080 -FSi and 660
L, Section 29, T-25-5,
R-24-E, washington Ranch
Morrow PCel, Fddy County,
New Mexico '

JEPRESA )

Centlemen:

New Mexico 0il Conservation Commission Order R-4592 aut‘r*ori‘_i'es that .l
mineral interests in the MorTOW formation ymderlying the west half of

Section 26 was peoled 1o fom a 320 acre gas spacing and pmra’ticin wmit
to be de‘dicated to a well to be drilled to an orthodox 1ocation and
further provided that operatoY shouid furnish the Commission and each

Working Interest Owner in the subject wit an itemized schedule of

estimated well costs. Attached is a copy of the Citics gexvice Dete iled

Well Estimate for 2 producing well in the arount of 190,323 yhich in-
cludes a1l drilling expenses plus eoglip'piﬁg the well 9T productim.

Copies of this jetter are being sent each Working Interest Cwner 0
the subject proration unit. ‘

The itemized schedule of act_ual,y:ell costs will be cubmitted as reqriééiiéd
within ninety (00) days after the well 1S completed.

y

) { F. Motter
Region Engineering Manager
Sputhwestern Fegion

£ &P pivision




Cities “Service Government-Q No. 1
July 24, 1973

cc:

‘Mr. Michael P. Grace, II

p. 0. Box 1418
Carlsbad, New Mexico 88220

_ Mr. Roy G. Barton, Jr. -

P. O. Box 968
Hobbs, New Mexico 88240

Black River Corporation
620 Commercial Tower Bldg.
Midland, Texas 79701 '
Attn: Mr. Tommy Phipps

Page 2




OP & : - DETAILED WELL ESTIMATE
WELL NUMBER 1 Lease __Government "Qi!
CONTRACTOR LOCATION 71_‘33_9'__ES_LL;z‘hﬁ.ﬁ.ﬂ_‘_ﬂdl
DATE 7-26-73 : section _26-T255-R24E
J. 0. NO. oepTH__1,200' county __Eddy state _New Mexico
 DESCRIPTION orave| size | quan. | w | SRIVAIR | GRYMOLE | ssrimare | “Eostt
- TANGIBLES - ‘
Casing  oqv A 30" _5lo 510
13-3/8" A 750! 5996 5996
8-5/8" A 5000 27950 27950
5-1/2'" A 2200 . 6168 0
Well head connections A 4500 1500
Tubing _ 2-778" A 7000° 8680 0
| Sucker rods :
Bottom hole pump )
| Packer 1200 0
Engine or motor
Pumping unit -
| Electrical equip. inc. Labor & Trans. ' ’ :
Line pipe, fittings inc. Labor & Trans.2- 7/8” A 300 549 0
—TANK BATTERY
Stock tenks© 250 bblis. A 2 3000 0
G. B., settler, free water K_ 3. tonk e L
Separator, heater treater, etc. ~8000 0
Cost to install T. B. 3000 0
. |NTANG|BLES <
Conh'acf Drlg. lobor (footage) $7.00/f¢. 50400 50400
Rotary day work™ ~ 11550 8250
oobtxxoobwork  Pulling Unit 5220 720
Subsurface casing equipment 2000 1000
D. 5. T., electric logs, eic. 8100 8100
Acidizing, fracing 5000 0
Peiforaiing : 3000 -0
\
Misc. company and contract labor 5000 3500
Rood building, locatisn 3000 3000
Cem;ﬁf & cementing service 4500 2500
Cement squeeze jobs .
Drilling mud, chemicals 12000 120Q0
Drilling bits, coreheads, reamers ’
Mud logging unit_ 3500 3500
1 Rental of miscellaneous equip. '
Company, contract hauling 2500 1750
Water, fue) 2000 2000
Miscellaneous incidentals 3000 3000
Totcl estimated cost - 100% 190323 135676
Yotal estimate C. S. "% }

T RS




" 'post Office Box 1769

I R. TRUJILLO
O1I1L CONSERVATION COMMISSION CHAIRMAN

STATE OF NEW MEXICO LAND COMMISSIONER

ALEX J. ARMIJO
MEMBER

STAYE GEOLOGIST
A.L.PORTER,JR. -
SECRETARY - DIRECTOR

P. 0. BOX 2088 - SANTA FE
8150}

July 31, 1973

Re: CASE NO. 5014
ORDER NO. Re4.592-A

Mr. Jason Kellahin
Kellahin & Fox
.-, Attorneys at Law

Applicant:

Santa Fe, New Mexico cities Service 0il Company

Dear Sir:

TowvmV Ao n

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

Very truly yours,

A. L. PORTER, Jr.
Secretary-Director

ALP/ir
Copy of order also sent to:

Hobks OCC X
Artesia 0OCC %

NLLTN Ve

Other Michael P. Grace and Corinne Grace, Box 763, Hobbs, N.M.
and to P, O. Box 1418, Carlsbad, New Mexicc 88220

Black River Corp., and Roy G. Barton
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

i CASE NO. 5014
Order No. R~4592

APPLICATION OF CITIES SERVICE OIL
COMPANY FOR COMPULSORY.  POOLING,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on June 27, 1973,
at Santa Fe, New Mexico, before Examiner Elvis A. Utz.

,NOW, -on this__i3th day of July . 1973, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS: ' : ' o _ o A>—f"WW':‘WW“

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

(2) That the applicant, Cities Service 0il Company, seeks
an order pooling all mineral interests in the Morrow Formation
underlying the W/2 of Section 26, Township 25 South, Range 24
East, NMPM, adjacent to the Washlﬂgton Ranch~-Morrow Gas Pool,
Eddy County, New Mexico. i

(3) That the applicant has the right to drill and proposes
[ gV

(4} That there are interest owners in the proposed proration
unit who have not agreed to pool their interests.

“(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive

Hiwithout unnecessary expense his just and fair share of the gas

in said pool, the subject application should be approved by

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

(6) That the applicant should be designated the operator
of the subject well and unit,




wp

: said unit.

-2~
Case No. 5014
Ordexr No. R-4592

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

(8) That any non-~consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production his- share of the reasonable well costs
plus an additional 140% thereof as a reasonable charge for the
risk involved in-the drilling of the well.

'(92) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs In the absence of such objection.

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

(11) That $160 per month should be fixed as_ a reasonable
charge for supervision (combined fixed rates); that the
operator should be authorized-to withhold from production the
proportionate share of such supervision charge attributable to
each non-consenting working interest, and in addition thereto,
the operator should be authorized to withhold from production
the proportionate share of actual expenditures required for
operating the subject well, not in excess of what are reasonable,
attributable to each non-consenting working interest.

(12) That all proceeds from production from ‘the subject

wells which are not disbursed for any reason should be placed
in escrow to be paid to tha true owner thereof upon denand and
proof of ownership.

—— tom—

(13) That upon the failure of the- operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before November 1, 1973, the order pooling said
unit should becowme null and void and of no effect whatsoever.

IT IS THEREFORE ORDERED:

{1) ‘rhat ali mianéial interests, whatever they may be,
in the Morrow formation underlying the W/2 of Section 26,
Township 25 South, Range 24 East, NMPM, adjacent to the Washington
Ranch~Morrow Gas Pool Eddy County, New Mexico, are hereby pooled
to form a standard 320~acre gas spacing and proration unit to be
dedicated to a well to be drilled at an orthodox location for
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Case No. 5014
Order No. R-4592

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the lst day
of November, 1973, and shall thereafter continue the drilling
of sald well with due diligence to a depth sufficient to test
the Morrow formation;

~ PROVIDED FURTHER, that in the event saild operator does not
commence the drilling of said well on or before the lst day
of November, 1973, Order (1) of this order shall be null and
void and of no effect whatsoever;

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

(2) That Cities Service 0il Company is hereby designated
the operator of the subject well and unit,

“(3) That after the effectlive date of this order and at least

-30 days prior to commencing said well, the operator shall furnish

the Commission and each known working interest owner in the sub-~
ject unit an itemized schedule of estimated well costs.

{4) That withir 30 days from the date the schedule ‘of
estimateq well coszts is furnished to him, -any non"consenting
working interest owner shall have the rxght +o pay hia share
of estimated well costs to.the operator in lieu of payind his
share of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as pro-
vided above shall remain liabie for operating costs but shall
not be liable for risk charxges.

(5) That the operator shall furnish the Commission and each
known working interest owner an itemized schedule of actual well
costs within 90 days following complation of the well; that if
no objection to the actual well costs is received by the Com-
mission and the Commigsion has not objected within 45 days
folloving receipt of sald echedule. the actual well costs shall
be the reasonable well costs; provided however, that if thers
is an objection to actual well costs within =aid 45-day period
the Commission will determine reasonable well costs after public
notice and hearing.

(6} That within'60 days following determination of reason-
able weil costs, any non-consenting working interest owner that
has paid his share of estimated costs in advance as provided
above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
recelve from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

\
-
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Case No,. 5014
Orxrder No. R-4592

(7) 'That the operator 1s nereby authorized to withhold
the following costs and charges from production:

(A} The pro rata share of reasonable well costs-
attributable to each non~consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, 140% of the pro rata
share 0f reasonable well costs attributable
to each non-consenting working interest
owner who has not paid his share of estimated
well costs within 30 days from the date the
schedule of estimated well costs is furnished
to him.

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

{8} That $160 per month 'is hereby fixed as a reasonable
charge for supervision (combined‘fixed rates); that the operator
is hereby authorized to withhold from production the proportionate
share of such supervision charge attributable to each non-

consenting working interest, and in addition thereto, the-operator.
1s hereby authorized to withhold from production the proportionate:

share of actual expenditures required for operating such well,

not in excess of what are reasonable, attributable to each non-

consenting working interest.

.- (10) That any unsevered mineral interest shall be considered
a sevenueighths (7/8) working interest and a one-eighth (1/8)
royalty interest for the purpose of allocating cogts and charges
undexr the terms of this order.

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

be withheld from production attributable to royalty interests.

(L2) That all proceeds from production from the subject
well which are not disbursed for any reason shall be placed in
escrow in Eddy County, New Mexico, to be paid tc the true owner
thereof upon demand and proof of ownership; that the operator
shall notify the Commission of the name and address of said
escrow agent within 90 days from the date of this order.

(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may desm nheces-
sary.
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_ DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

s

Y. R. TRUJILLO, Chairman
Y o -

'A. L. PORTER, Jr., Mefber & Secretary

dx/




BEFORE THE OIL CONSERVATION COMMISSION
| OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR THE
PURPOSE OF CONSIDERING:

CASE NO. 5014
Order No. R-4592-A

~APPLICATION OF CITIES SERVICE OIL

COMPANY " FOR COMPULSORY POOLING,
'EDDY COUNTY, NEW MEXICO.

NUNC PRO TUNC

BY THE COMMISSION:

It appearing to the Commission that Order No. R~4592, dated
July 13, 1973, does not correctly state the intended order of
the Commission.

IT IS THEREFORE ORDERED'

(1) That Paragraph (3) on Page 3 of Order No. R-4592 shall
‘be amended to read iu its entirety as follows:

u ’ 3 " (3) That after the effective ‘date of - tn;s order "and within
- 30 days prior to commencing said well, the operator shall furnish
, 4 the Conmission and each known working interest owner in the sub-~

ject unit an itemized schedule of estimated well costs."

(2) That the amendment set forth in this order be entered
nunc pro tunc as of July 13, 1973.

. DONE at Santa Fe, New Mexico, on this 3ist day of July,
1973.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

o« ¢

/ forAy A
TRUJILLO, Chairmanaf\

)/

It R,

s ﬁ,« ((/7,7?5«/
A IJO'/Member

A, L‘.é(;RTER, Jr., MeyDer & Secretary

- v et
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O1L CONSERVATION COMMISSION

STATE OF NEW MEXICO
P. 0. BOX 2688 - SANTA FE
- 87501

July 16, 1973

GOVERNOR
BRUCE KING
CHAIRMAN

LAND COMMISSIONER
ALEX J. ARMUIIO
MEMBER

STATE GEOLOGIST
A. L. PORTER, JR. N
SECRETARY — DIRECTOR

} ‘ ‘ Re: Case No. 5014

Mr. Jason Kellahin , ot

Kellahin & Fox : Order No.. R-4592
Attorneys at Law ‘ ' Applicant:

Post Office Box 1769 :

Santa Fe, New Mexico Cities Service 0il Company

A

Dear Sir:

Enc/losed ‘herewith are two copies of the above-referenced

Commigsion order recaently entered in the subject case.

| Very truly yours,

% »ﬁ/fgf <5

A. L. PORTER, Jr. .
Secretary-Director &%

ALP/irx

Copy of order also sent to:

Hobba 0CC X
Artesia OCC x

Aztec 0OCC

Other Michael P. Grace and Corinne Grace, Box 763, Hobbs, N.M.

and also to P. O. Dox 1418, Carlsbad, N, M. 88220

Black River Corp., Poy G. Barton
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915 662-7354 -

BLACK RIVER GURPURAT'DN
620 GOMMERTIAL SARK TOWER'
MIDLAND, TEXAS 79701

0i.1 Consexvat
P. 0. Box 208
Santa Fe, New Mexico 87501

Gentlemen:

_June 18, 1973
/7

jon Commission
8

Conse vation Commission

Case 5014)

" Rase 5014)
June , 1973

We here$y acquiesce ' as a nonparti

pooling of al
T255, R24E, E

1 minexal interests under
ddy County, New Mexico.

Blagk River Corp&ration urges tha

~an orthodox -1

charge for th

Company being

TP:rm

ocatioﬁ,”and‘that¢;here b

cipdnt to the compulsory
the W/2 Section 26, ‘

t the well be dfilied at
e go'higher than 150%

o yisk-invelved in drilling said weli, We would

be strongly @pposedjto anyone other th

Jesignated as operator o

an Cities Service 0il
£ the units

ey~

Tommy Phinp

Executive

Vicé President




Docket No. 17-73

DOCKET: EXAMINER HEARING -~ WEDNESDAY - JUNE 27, 1973

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

——r—

The following cases will be heard before Elvis A. Utz, Examiner, or Daniel S.

Nutter, Alternate Exdaminer:

CASE 4983:

CASE 4966:

(Continued from the June 6, 1973, Examiner Hearing)

Application of Gulf 04l Corporation for &imultaneous well dedication
and non-standard locations, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks approval for the simultaneous dedica~
tion of .two wells tc a standard 6490-acre gas proration unit com-
prising all of Section 35, Township 21 South, Range 36 East,

Eumont Gas Pool, Lea County, New Mexico, said wells being the

W. A. Ramsay (NCT~A) Wells Nos. 20 and 7 at non-standard lacations
in the center of Units E and N, respectively, of said Section 35.

(Continued from the June 6§, 1973, Examiner Heariung)

CASE 5008:

CASE 5009

Tddy County, New Mexico.-

Application of Read & Stevens, Inc. for compulsory pooling, Chaves
County, New Mexico. Applicant, in the above-styled cause, seeks an-
order pooling all mineral fnterests underlying the N/2 of Sec-
tion 36, Township 12 South, Range 30 East, Chaves County, New
Mexico,; to e dedicated to-a well to be drilled to the QLeen
formation in Unit B of said qution 36, in the Southeast Chaves
Queen Gas Area. Also to be considered will be the cost” of
dxrilling and completing said well and the allocation of such

costs as well as actual operating costs and charges for super-
vision. Also to be considered 1s the designation of applicant

as operator of the well and a 200 percent charge for risk involved

:1n drilling said well.

Application of Hondo Drilling Company . for salt water disposal,

Lea County, New Mexico. Applicant, in the abcve-styled cause, seeks
authority to dispose of produced salt water into the Delaware
formation in the perforated interval from 5034 feet to 5038 feet,

or in the alternative, from 5128 feet to 5134 feet in its Gulf

"NW" State Well No. 2 located in Lot 6 of Section 6, Township 24
South, Range 33 East, Triple "X" Delaware Pool, Lea County, New
Mexico. )

Applicdfion of Wendell 'C. Welch for an 04l treating plant permit,
Applicant, In the above-styled cause,

seeks authority for the construction and operation of an oil
treating plant for the purpose of treating and reclaiming sediment
o0ll at a asite in the SE/4 of Section 35, Township 17 South, Range 27
Bast, Eddy County, New Mexico.




| Framiner Hearing = Wednesday — Juneé 27, 1973 Docket No. 17-73

CASE 5010: Application of Yates Petroleum,Corporation for compuléory pooling,
- . Eddy Countys New Mexico. Applicant, in the above—styled cause,
gseeks an order pooling all mineral f{nterests down to and including
the Pennsylvanian formation uynderlying the N/2 of Section'18, Town-
- ship 18 gouth, Range 26 East adjacent to the West Atoka Morrow Gas
pool, EddY county, New Mexico, to be dedicated to 2 well to be
drilled_1650 feet from the North 1ine and 660 feet from the West
1ine of said Section 18, the unorthodbx loaation,of which was
previously approved*by Commission order No. R-4508. Also to be
considered will be the cost of drilling and completing said well
and the allocatlon of such costs® ag well as actual operating costs
and charges for supervlsion‘ Also to be considered is the designa~
tion of applicant ag operator of the well and up to 200 percent
charge for cigk involved jn-4rilling said well.

CASE 5011: Applicatiﬁn of El. Paso Natural Gas Company fox extension of Ordetr
- No. R~4342, San Juan County, New Mexico. Applicant, in the above~
styled causes geeks the extension of the provisions of Order No. R—h34£,
which order authorized the applieantyto produce certala © n—marginal
wells in the San Juan 32-9 Unit ‘Aread, Blanco Mesaverde Pool,'San
Juan Countys New Mexico, at full capacity while conducting tests,“
making up gaid overproduction by underproducing other non—mafginal
Gl » wells within the participating area.

ASE 5012: ApﬁficatiOﬁst candy Qonstructiqn for an Gil*treating;plant permft,
Lea Countyy New Mexico. Applicéni, in‘the;aboye-styled cause, seeks
~authority for the construction and operatidn of an oil ryoating
» plant for the purpbse of treating and réClaimfhg’sediment oil at ' T
_a site {n the SE/4 of“Section 11, or the sw/h of gection 12, Town-

shipslo gouth, Rangeé 35 East, Lea County, New Mexico.

[4
»

Lea Countys New Mexico. Applicant, in the above-atyxéd cause, seeks
‘authority to institute a_waterflood project by the injection of
water into the grayburg-San Andres formation through 1ts Lea ‘Wells
Nos. 4 and 6 located jn Units I and O, respéctiVely}?of gection 29,
_prnship 17 South, Range 34 gpast, vacuud Grayburg-San Aundres rocl,
Lea Cbﬁnty,m“ew"ngiéé. ' - _

CASE 5013 Applicatiqp of Phillips Pétroleum Compédy"for a waterflood project,

Applicant further seecks an'administrativé éfdcéddfé"for~the drilliﬁg 7
s of additional injection and producing wells at orthodox and unorthodoX
1ogat{ons without further notice and hearing.

™ CASE 5014: Application of Citles gervice 011 Company for compulsory pooling,
A Eddy Countys New Mexico. Applicant, in the a’oveéstyled cause,
geeks an oxder pooling all mineral {nterests underlying the W/2 of
gection 26, Township 25 South, Range 264 East, adjacent to the
. . Waphington Ranch~Morrow Gas Pool, Eddy CountY, New MexicOs to be
N dedicated to a well to e drilled at ao or thodox location for said unit.
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(Case 5014 continued from page 2)

CASE 5015:

CAS?~4988:

Also to be considered will be the cost of drilling and completing
said well and the allocation of such costs as well-as dctual
operating costs and charges for supervision. Also to be considered
is the designation of applicant as operator of the well and up to
200 percent charge for risk involved in drilling said well.

Application of Michmel P. Grace II and Corinme Grace for compulsory

_pooling,; Eddy County, New Mexico. Applicants, in the above-styled

cauge, seek an order pooling all mineral interests down to and
including the Morrow formation underlying the S/2 of Section 16,
Township 24 South, Range 26 East, adjacent to tie White City~ -~ ~
Pennsylvanian Gae Pool, Eddy County, New Mexico, to be dedicated

to a well to be drilled at an orthodox location for said unit.

Also to be considered will be the cost of drilling and compléting

salid well and the allocation of such costs as well as actual operating’
costs and charges for supervision. Also to be considered is the
designation of applicant as operator of the well and up to 200 per-
cent charge for risk involved in drilling said well.

CASE 5016:

CASE 5018

(Cofitinued and Readvertised)

Appiication of Texacq’lnc? for down-hole commingling, Lea County, New
Mexico. ” Applicant, in the above-styled czuee, =eeks authority to

commingle -production from the Blinebry, Tubb, and Drinkard 0il

Pools in the wellbore of its A. H. Blinebry Well No. 28 located in
Unit A of Section 29, Township 22 South, Range 38 East, Lea County,
New Mexico

Application of Atlantic Richfield oompany for a unit agreement, Lea
County, New Mexico. Applicant, in{the above=siyled cause, seeks

_approval of the Seven Rivers~Queen Unit Area comprising 2262 acres,

more or less, cf State and Fee lands in Towumships 22 and 23 South,
Range 36 East, Lea County, New Mexico. )

tion of Atlantic Richfield Company for a waterflood project,

lica

County, New Mexico. ~Applicaiit, in the above-atyled cause, seeks
authority to institute a waterflood project in its Seven Rivers—
Queen Unit Area by the injection cof water into the Seven Rivers and

- Queen formations through 28 wells located in Sections 27, 34, and 35,

Township 22 South, Range 36 East, and Sections 2 and 3, Townghip 23
South, Range 36 Rast, Lea County, New Mexico.

Southeastern nomenclature case calling for an order for the creation,

extension and contraction of certain pools, and the assignment of
an oil discovery allowable, Iea and Roosevelt Counties, New Mexico.

(a) Create a new pool in Lea County, New Mexico, classified as an
o1l pool for Wolfcamp production and designated as the Humble City~
Wolfcamp Pool. The discovery well is the Pubco Petroleum Corporation
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(Case 5018 continued from page 3)
vait L of gection 11, Township 17 South,

Shipp No. 4 located in
Range 37 Easbl, NMPM. Said pool would comprise:

“rOWNSHIP_17 SOUTH, RANGE 37 EAST, NMPM
/

Section 11: SW/G
of an oil discovery allowable of approximately

Also the agsignment
11 to the aforesald Shipp Well No. 4.

47,970 barrels of ©
n oil

New Mexico, classified as a

ted as. the Shinnery—Queen Pool.
de Mayo FTederal No. 1

Range 32 East,.

a new pool in Lea County,
jon and designa

The discovery well is the Burleson & Huf £ Cinco
tnit C of section 24, Township 18 South,

located in
NMPM. Saild pool would comprise:

ZOWNSHIP 18 SOUTH, RANGE 42 EAST, NMPM
Section 24: Nu/4 '
n Pool in Lea County,

(c) Contract the Bagley—Pennsylvania
by the deletion of the following described area:

TOWNSHIP 11 SOUTH RANGE 33 EAST, WMPM
Section 34! s/2 NE/4 , :
(d) Extend the North Bagley—Pennsylvanian Pool in Lea Couﬁfy, New
Mexlco, tO {include therein: 1 '
TOWNSHIE 11 SOUTH, RANCE
Section 34: ‘SfZ NE/L

(e) Contract the South Prairie
1,1etion of the

Mexlco, by titg Gee=2t
6 EAST NMPM

TOWNSHIP_8 SOUTH, RANGE 3
Section 28: /4 ’ )
Lea County, New

(£) Extend thé East Brunson«Granite wash Pool in
Mexico, to include therein: ]
TOWNSHIP_ 22 SOUTH, RANGE 37 EAST, INMPM

Section 13: NW/ 4 :

(b) Create
pool for Que

New MexicoO,

33 EAST ‘NMPM

—cisco Pool in Roose@éiémédunty, New
following described aredt

a Ponl in lea County, New Mexico, to include

y Extéﬁa”theﬁbrinkur

(g

therein:
TOWNSHIP 22 SOUTH, RANGE 46 EAST, NMPM
Section 1: NE/4 :

TOWNSHIP 22 SOUTH, RANGE_37 EAST, NMPM
N/2 ‘
New Mexico,

Section 6:
(h) Extend the Flying 1y'-San Andres Pool in Lea County.s
to include theteln:

TOWNSHIP 9 SOUTH . RANGE_33 FAST, NMEM
gection 7t NE/G :
New Mexico,

pPool in Led County,

(1) gExtend -the Justis Tubbnnrinkard
to include therein: . ‘
RANGE 37 EAST, NMEM

TOWNSHIP_25_SOUTH
Section 12: NW?&




CITIES SERVICE OIL. COMPANY —

‘ 800 Vat.,. \n Building

7 . Midland, Texas 79701
’ ) [ Telephone 215 684 7131

Mr. Michael P. Grace - F:{ é;
P. 0. Box 1418 )
Carlsbad, New Mexico 88220 v ¢ e

Black River Cdrporation
620 Commercial Bank-Tower
Midiand, Texas 79701

Mr. Roy G. Barton, Jr.
P. 0. Box 968
Hobbs, New Mexico 88240

Re: Cities Service] #1 Government "Q"
1980' FSL and 660’
Section;ZQ;,T:2§;S; R-24-E,
Eddy County, New Mexico,

LTI

Gentlemen:

# : - SubJect to management approval we .propose to communitize the W/2 of Section 26,
' : T-25-S, R-24-E, and the joint drilling of a 7200 foot Morrow test at a location

- 1980' FSL and 660' FWL of Section. ' We estimate the cost of a dry hole at
: $150,796.00 and a producer at $205,443.00.

Our records reflect that you own a leasehold interest or a mineral intefest in
the proposed communitized area. Our files reflect the follow1ng interests:

Cities Service 7921666%
Michael P. Grace 12.5000%
Black River Corporation 4.16677%
Rov G, Barton, Jr. 4. 1667%

' Please advise at your earliest convenience if you are 1nterested in part1c1pat1ng
in the drilling of this proposed test.

Yours truly,

"TI§S SERVICE OIL COMPANY

FILARINCT ST I

BFFOQ' EXAMIMER L iz

Ol CONSERVATIC COMISSIO
A

-.»--u.ﬁ’. ‘.i

ank Riney
Landnan

. FR: ch .
o JFR:¢C ME ;1: EXRIPIT MO, ﬁ\ »

CASE NO. ’F 0 iy

Submiited by

S

Hearing Date (\\/MA *T7, 1473
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OFFICE PHONE BOB 393.8818 { \
RESIDENCE B0B 392.5309 R

ROY G. BARTON, JR.
OlL PRODUCER

March 26, 1973

_ Cities Service 0il Company
800 Vaughn ‘Building

ﬁ’;,“

200 W. TAYLOR STREETY
S~ P. O. BOX 878
HOBBS, NEW MEXICO 806240

Midland, Texas 79701 |

Re: #1 Government "Q" - Washington Ranch Field:
W/2 Section 26, T-25-S, R-24-E, Eddy County, New Mexico

Dear Mr . Riney:

hank you for your letter of March 23, 1973.

i

I do not believe that at; the present time 1 would ‘be interested
in joinihg with you to drill a test on the above’ acreage.

1 think I would be more incllned to go non—consent with my 4. 1667,4

mineral interest.
Thanking you for your interest, I remain.

Very truly yours,

D e

ey e

Roy G Barton Jr.

| o consery
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o

Michael P Grace IT

Corinne Grace
P. O. BOX 1418

CARLSBAD, NEW MEXICO 88220

Mr. J. Prank Riney
Landman .

Cities Service 0il Company
800 Vaughn Building

Midland, Texas 79701

April 11, 1973

Y

RE: Eddy County, New Mexico

1 e-.. os Q.\-.-..J.\.\ 441
e W N N

~ .
" A O VUVGR nuuoul—

1980' FSL and 660' FWL pnf
Section 26, T.25S, R,.24E

Dear Mr. Riney:

e

This 1s to confirm our convereation today regarding the.

above acreage.

My husband owns approximately 40 acres in the above Section 26
and you own approximately 60 acres in the above Section 12,

You- requested a few days ago that my husband Join you in

the ur:u.x:l.ng of a test WEI..l l’ﬂ the above bpction lbo

We are requesting

that you join us in the drilling of a Morrow test to approximately 12,200'
maximum depth in the above Section 12,

I shall await your advisement regarding the above,

BEFORE X ;‘—,?,‘Nm U
< AN N ,Z
O” (:C]’\r \"m r{(“’;".‘ ParaY

—_ _CGidm EXHIEIT NO. \"t
CASENG, Soty

Susissmiesoi Tin T -
v..nu.uc.‘\ Ny l\ .\A‘ wa

Heomm;Duh b 257 —)j

"/f fy ot it b D07

D

M .
CORINNE GRACE

(W@«w—c

o eeery v 2252E St (1

Sincerely yours,

‘%:)‘\ac&
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Cjo/Z§” /
AE/ﬁlyﬂﬁf
Iﬁ fp'cafyL‘
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BLACK RIVER ocORPCR
620 coMMEROlAL ‘BANK TOWER
MIDLAND, TEXAS 79781

. 918 692-7354 .
June 18, 1973

Oil Conservation Commission

P. 0. BOX 2088 ‘
santa Fe, New Nex1co 87501

Re: 011 Conservation Commission

{ . Case 5014
i : June 27, 1973
;’3 - z . ‘ Gentlemen' »
‘ } We hereby acquxesce as a néﬁpa;;iClpaﬂt to the compulsory
pooling’ of all mineral jnterests under the /2 Section Z6,
T25S, R24E, Eddy county, Nevw Mexicoe.
plack River Corporatlon urges that the we11 pe drilled’ at
that there be Mo higher than 150%
We woul

“location, and
i in drilling said well.

an grithodox
s Service Oil

charge for
be strongly oppose
Company being desi
Very truly yours,‘

- Voo fr~ :
foromy PhipP 4 o . B
Executive Vice Presxdent . B

TP:rm
TORE SYAMINER UTZ

OiL CO‘\LJL RVA TIN TOMM 1561 O“ ‘ Pt
Qoo LB NO. ST P e
CASENC. S s 1Y o s
o e I . By Ty 0w
Surailtod by . : i s e

raring Date._bm 21222 O Rt £

; e Lolilveesian Ko

Lot AR Ak SRR W 78




| GITIES SERVICE OIL COMPANY

-

Mr. Michael P. Grace 1I Mr. Ro
pP. O. Box 1418° ’ ’ P.- 0.
Carlsbad, New Mexico 88220 » Hobbs;,

Black River Corporation

620 Commercial Tower Building

Midland, Texas 79701
Attention: ' Mr, Tommy Phipps

Re: Proposed Cities Service #1 Government
1980" FSL and 660' FWL Section 26
T-25-S, R-24-E
Eddy Couaty, New Mexico

Oanmt N o
Centlemen: . . -

This is to again invite you' to particiﬁéte in the
#1 Government nQt, We propose to comuunitize the
T-25-S, R-24-E; for this Unit. Unless you notify

800 Voughn Building
Midland, Texas 79701
Telephone: 915 684-7131
May 15, 1973

yrG. Barton, Jr.
Box 968 : .
New Mexico 88240

tiny
b4

drilling’of the
W/2 Section 26,

us by May 25, 1973,

that you voluntarily join in this proposal, we intend to apply to the
VN¢H¥ﬂexico 0il Conservation.Commission for approval of compulsory
pooliﬁgwa‘aii”the“miﬁetalwinterest‘in,andhgndg; the W/2 of said

Section 26, T-25-S, R-24-E, Eddy County, New MexiEb;”QS”pféﬁfdéd’by
~ Section 65-3-14, New Mexico Statutes, Annotated 1953, as amended.

Yours very truly, .

REFORE EXAMINER UTZ CITIES SERVICE
OIL CONSERVATION COMMISSION S
m_m_b;%—il%l‘f NO. 6 ]

2 - B 8 John W. Young
NI L >
CASE MO, ) “gj___[__“,,_,_._.-—-—- Région Landman

Colniead By @ M%’*’“”‘“’"‘
Hearing ‘{md_ b= ANZH

PR PR ECE A eom e BT T TSRS e ARAATK S Al A

OIL COMPANY
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OP 69 DETAILED WELL ESTIMATE

WELL NUMBER 1 LEASE Government 'Q'

CONRTRACTOR : Location 12307 FEI & G60' FWL —
M DATE i section . £0-TR58-h2k1 .
G J.0.n0. peeru__T1,200' _ counry Eddy stave _ Hew Mexico

DESCRIPTION - {oRapE| sizE | QUAN. Frosucem | DRY MOLE | ESTIMATE | costn
TANGIBLES ' |
Casing } 20" A 30 510 510
13-'_3/8:': A 150" 5996 {5996
8-5/8 A 5000 27950 | 27950 .
5-1/2 A 2200’ 6168 0
¥ell head connections A 4500 | . 1500
Tubing - 2-7/8" A 7000 8680 0
Sucker rods
Bottom hole pump
Packer 1200 0
Engine or motor
Pumping unit
Electricol §quip. inc. Labor & Trans. S
Line pipe, fittings inc. Labor & Trans2-T/8"| A . 300 549 0
TANK BATTERY - .
_Slock {anks 250 Ebls. A 2 3000 C
G. B., settler, free water K. O. tonk
|_Separator, heater trecter, etc. 8000 Y
Cost to install T. B, 3000 | 0 -
. T INTANGIBLES | ,
Contract Drlg. labor {(footage) $7.00/Ft. - 50400 | 50400
Rotary day work . . 11550 | 8250
‘Qeblafdolwark Rathole Mach. & Pulling Unik 5220 720
Subsyriace casing equipment 2000 | 1000
D. S. T., electric lags, ctc. 8100 8100
Acidizing, fracing - 5000 0
Perforating 3000 0
.hiisc. company ‘and contract lobor 5000 35C0 i
Road building, lecotion 3600 3000
Cement & cementing service 4500 2500°
Cement squeeze jobs -
Drilling mud, chemicals - 1200 | 12000
Drilling bil’s,r;coreheads, reamers
Mud logging unit 3500 3500
. Rental of miscellaneous equip. :
- Compeny, contract hauling 2500 1750
Victer, fuel 2000 2000
tliscelloneous incidentals 3000 3000
Tolal estimated cost - 10075 160323 | 135676 B
Teotol estimate C.S. - TO.1LFEGD %% 150672 | 107k10 n
- EXHTBIT NO.




BEFORE THE

-OIL CONSERVATION COMMISSION OF NEW MEXICO

‘ . Y T e e
; DRICIRIAE
' - B0 s B S ,;
, R MATTER (R -~ CMAY 20573 (i
1 IN THE MATTER OF THE APPLICATION j
P OF CITIES SERVICE OIL COMPANY FOR i AL
» COMPULSORY POOLING, EDDY COUNTY, ot coméf,};ﬂ?“ Coma

NEW MEXICO. T

Y

APPLICATION

COMES NOW CITIES SERVICE OLL COMPANY and, as provided
by Sectton 65-3-1l, New Mexico Statutes Annotated, 1953
Compiiation, as amended, applies to the 0il Conssrvatién
Commission of NeW~MexiEo for an Ofdéf“péoiing all of the

mineral interest in and under the W/2 of Section 26, Town-—

—-r S —

ship 25 South, Range 24 East, N.M.P.,M., Eddy County, New

~ \» N
Mexico, and in support thereof would show the Commission:

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

TRON ps

develop the above described acreage.

k,f : 2. Applicant-.would propose to dedicate the above
referred pool unit to a well to be drilled at an orthodox
p W
location within the boundary of sald pooled unit.
3. Applicant further requests that it be designated

operator of the pooled unit requested above,.

AF : B
}§§& ‘ 4, Applicant has obtained voluntary agreement for
A2
¢ "‘q,. ¥ Ve 3 . e
L, /lééz?pooling from all but the following:
~d ‘£/’7 - . - s . '
Q%L a) Michael P. Grace and Corinne Grace, Box 763

Hobbs, New Mexico, 88240, owners of a 12 1/2%working interest
underlying the ¥W/2 ofVSéction 26, Township 25 South, Range
ol East, N.M.P.H., Eddy Coﬁnty, New Mexico.

. b) Blackriver Corporation, 620 Commercial Bank
Tower, Midland, Texas, 79701, owner of a 4.1667 working inter~

est underlying the W/2 of Section 26, Township 25 South, Range




Qg?u BEast, N.M.P.M., Eddy County, New Mexico.

¢) Roy G. Barton, Jr., Box 968, Hobbs, New
exico, 88240, owner of a h.l667’woﬁkingiinterest underly -
ing the W/2 of Section 26, Township 25 South, Range 24
East, N.M.P.M., Eady County, New Mexico. '

5. Applicant has been unable to obtain Yoluntary
agreement for the pooling of the unpooled interest indica-
ted in paragraph 2 above, and in order to avoid the drilling
of &nnecessary wells, to protect correlative rights, and
to prevent waste, the Commission should pool all interest -

in the above described acreage.

f

WHEREFORE, Applicant respectfully requests that the
Commission set this matter fof;hearing before the Commlssion's
duly appointed examiner, and that after notice and hearing

€ ; / as required by law, the Commission enter 1its order pooling

?“ S i . all -interest underlying the W/2 of Section 26; Township

* ' 25 South’, Range 24 East, N.M.P.M., Eddy“County, New Mexidq,rr
and designating applicant operator cf the pooled unit together
with provision for applicant to recover his costs‘out of the
proddcbiéﬁffﬁcluding a risk factor to be determined by ;hé
Commission and with pPovision‘for the payment of operating
coStS~and costs of supervision out of production to be
allocated among tne owners as ﬁ%eir interest may appear and
for such further orders as may be proper”in the premises.

Respectfully submitted,

COMP ANY

L § -
KELLAHIN & FOX
P. 0. Box 1769
Santa Fe, New Mexico 87501

CITIES SERVI

ATTORNEYS FOR APPULICANT




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

~

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF THE STATE OF NEW
MEXICO FOR THE PURPOSE ‘OF
CONSIDERING:

'CASE NO. 5014
Order No. R-4592~A4

APPLICATION OF CITIES SERVICE OIL
COMPANY FOR COMPULSORY POOLING,
FDDY COUNTY, NEW MEXICO.

NUNC FPRO TUNC

BY THE COMMISSION: _\*”(

1t appearing to the Commission that order No. R-4592, dated

July 13, 1973, does not correctly state the intended order of
the Commission.® = -~ . v T :

'IT IS THEREFORE ORDERED:

(1) That pParagraph (3) on page 3 of Ordexr No. R-4592 shall
bé émehdéd to read in its“entirety as“follows:

" (3) That aftef the gffeétiVe'date of thie order dndiwithin
30 days prior to COmmenéing said well, the operator shall furpiéh‘
the Commission and each known working interest ownef in the sub-~
ject unitAan jtemized schedule of estimated well costs."

(2) That the amendment set forth in this order pe entered
nunc EEE'EEEE as of .Tuly 13, 1973 '

¢

at Santa Fe, New Mexico, on this day of July,

STATE OF NEW MEXICO
oII, CONSERVATION COMMISSION




Ui

BEFORE THE OIL CONSERVATION COMMISSION”
" OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION /\
COMMISSION OF NEW MEXICO FOR

THE PURPOSE OF CONSIDERING:

0. 5014

Order No. R- Zg Z’"Z

APPLICATION OF CITIES SERVICE OTL COMPANY FOR
COMPULSCRY POOLING, EDDY COUNTY, NEW MEXICO.

C\’W

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearihg' at 9 a.m. on - June 27 ; 1973

at Santa Fe, New Mexico, before Exmxnerwﬁ AU
NOW, on this day of aitre ,‘1973, the Commission,

" a quorum being present, having considere& the test:.mony, the record,

and the recommendatlons of the Examiner, and being fully adv:Lsed

“in the premises,

FINf)S :

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

» (2) That the appl'icant, ____Cities Service Qil Company .7

seeks an order pooling all mineral interests, in the

nderlving the w /9

_Morrow Formation o un ing the W, .
o 25 South . Range _ 24 East ,
Eddy, -

NMPM, adjacent to the Washington Ranc,h:_mggm_‘ _County, New
GaT PooL,

ko ¥

“of section _26 -, Town

L-:
L

Mexico.
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Case NO.
Order No. R~

(3) That the applicant hag the right to drill and proposes
to drill a well at an_orthodox location fo i
(4) That there are interest owners in the proposed P

unit who have not agreed to.pool:their"interests.

(5y That to av01d the drl111ng of un

protect correlative rights, and to afford to the owner of ‘e
interest in said unit the opportunity to rec
without unnecessary expense his just and fair share of the
in said pool, the subject appllcatlon should ‘be apo roved

pooling‘all mineral 1nterests, whatever they may

unit.

{6) That the applicant should be'designated,the ope

.of the subject well and unit.

‘{7) That any non-consenting working interest owner should
ve afforded the opportunlty to pay his share of estimate

costs to tﬁe operator in lieu of paying hlS sh

well costs out of production.

(8) That any non-consenting working interest ownexr
does not pay his share of estimated well cost

withheld from produc%iog,his share of the

[y ‘
. !
33-" ‘

plus an addltlonal.gggggggl_ the 40 s

h

risk involved in the driliing-of -th

b}

(9} . That any non-consenting interest

afforded the opportunity to object to the

that actual well costs should be adopted as

costs in the absence of such objection.

-{10) That Ffollowing determination of reasona
any‘noﬁ-consenting working interest ownexr ih
share of estimated costs should pay>to the operator any amount
that reasonable well costs exceed estimated well-cos

should receive from the operator any amount

well costs exceed reasondble'well costs.

7

r said unit

necessaxy wells,

ovexr or r’ecelve,

be, w1thin said

e araty o AL 2 N Wl g s At e 41 ottt

s should have
reasonable well costs
;easonable c
well.

owner should be

well costs but

the reasonable well

ble well costs,

at has paid his

that paid estimated

roration .
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Order No. R

leo

(11) ‘That:jgijiazgl““ per month should be fixed as a reason-
able charge for supervisicn (combined fixed rates); that the
operator should be authorized to withholé from productioh the
proporﬁionate share of such supervision charge attributable té
each ﬂon-consenting working interest, and in addition thereto,
the operator Should?be authorized to withhold from production
the proportionate share of acfual.éxpenditures réQuiféd for
bpéféfiﬁéifﬁe éﬁbjéCt well, not in excess of what are reasonable,
attributable to eacﬁ non—consentiﬁg working interest.

{12) That all proééedé from produétion from the“subjéct
wells which are not disbursed for any reason éhould be placed
in escrow to be paid to the true owner thereof upon demand and
proof of anérship.

(13)

upon the failurfe of the coperato of said pgbled
unlt to comm nce drllllng of fkhe well to whlc said unit fis

i - 1 /

' -
ded1catbd onf or before \VQ&ﬂ#na;Lz lﬁ'lll ;, the oxrder

pooling said unit should beche null and VO].IA and of ngf effect

'whatsoever.

IT IS THEREFORE ORDERED:

(L) That all mineral 1nterests, wnatever they may b

in the ' Morrow foymation underlying the w/2\_
of Section 26 , Township 25 South. Range 24 ggst NMPM,

adjacent to the Washington Ranch-

"Morrow Gas Pool 7 _Eddy _ County, New Mexico,

are hereby pooled to form & standard acre gas spacing
and proration unit to be dedicated to a well to be drilled

at an orthodox location for said unit

PROVIDED HOWEVER, that the operator of said unit shall

, ‘ e - ! SV
commence the drilling of said well on oxr before the > day

Of'jAﬁb(Au&uh> , 1973, and shall thereafter continue the
\ .
drilling of said well with due diligence to a depth sufficient to

test the ‘\'I\ PN | formation;
\S ‘

PROVIDED FURTHER, that in the event said operator does not
sJ“

! commence the drllllng of said well on or before Lhe \ —_Qay

~, 1973, Oo¥der (1) of this order. nall be null and

wnnid and of no ofFfack whatsoever:

Ctrah, B va A B P Ay o e d e s s A b e
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thereof, said operator shall appear before the Commission and

- e

A4 -l 4 o & Ak A PSS = R 1o Ak 1R ok St 3

snow cause why Oxder (1) of this order should not be rescinded.

(2) That cCities Service Oil Company is hareby designatad,

the opérator of the subject well and unit. :

(3) That after the effective date of this order and at least

30 déys prior to commencing said well, the operator shall furnish

o) mtam Arric e e

the Commission and each known workirlg interest owner in the subject

S,

-unit an itemized schedule of estimated well costs.

PEIITET

.

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

s e A ol L P30

SR

‘estimated well costs is furnished to him, any non-consenting

i i

working interest owner shall have the right to pay his share

S AKME Aut

of estimated well costs to the operator in lieu of payirg his

K ”,; R ‘ i share of reasonable well costs out of proauction, and that any

o, .

e

g" ' i ‘ -ii such owner who pays hislshare of estimated well costs_as. pro-

vided above shall remain liable for operating costs but shall

W e

" not be liablegfor risk charges.

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

known working interest owner an itemized schedule of actual well

4R Fin

costs within 90 days following completion of the well; that if
no objéctibn to the actual well costs is received by the Com--
nission and the Commission has not objected within 45 days *

‘following receipt of said schedule, the actual well costs shall

B OV VR VU SR NI CE IS RGP

be the reasonable well costs; provided however, that if there o
'is an objection to actual well costs within said 45-day period

the Commission will determine reasonable well costs after public

At b et S AL A PisY

notice and hearing.
(6)  That within 60 days following determination of reason-
“able well costé, any non-consenting working interest owner that

has paid his share of estimated costs in advance as provided

A

DU VSN

wimts -
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Case No.
Order No. R-

PR N

| ‘ i above shall pay to the operator his pro rata share of the amcunt

that reasonable well costs exceed estimated well costs and shall

receive from the operator his pro rata share of the amount that

T AN AN e e
: .

Lot P N e R MR e

N ,"'\‘V;Mh E

sy 8 boat e

s

estimated well costs exceed reasonabie well costs.
(7) That the operator is hereby authorized to withhold .
the following costs and charges from production:
(a) The pro rata share of reasonable well coéts
attributable to each nonucénsénting”wérking'
‘interest owner who has not paid his share of
estimated well costs within 30 déys from the
date the schedule of estimated well costs is
furﬁished to him.
(B) As a charge for the risk in Alved in the
driiling of the well, GEGSf the pro rata
share of feasondble well costs attributable-
to each nonjéﬁﬁsénting workiﬁg‘interest
owner who has nbE piid‘his share 6f estimated
well costs within 30 days from the date the
schedule of estimated well costs is furnished
to him.
(8) That fhe operator shall distribute said costs and

charges withheld from production to the parties who advanced

/160
=0

the well costs,

{9) That

charge for supervision (combined fixed rates); that the operator

YW WA

per month is hereby fixed as a reasonabl

st e a4 Py T W VTR, e A o T

e

e s Pt 4V s Sy

A

is hereby authorized to withhold from production the proportionate}

share of such supervision charge attributable ‘to each non-

consenting working interest, and in addition thereto, the operator

is hereby authorized to withhold from production the proportionate

share of actual expenditures required for operating such well,
not in excess of what are reasonable, attributable to each non-

consenting working interest.
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Case No.
Order No. R~

(10) That any unsevered nineral intereét shall be cbnsideréd

a seven—eighths (7/8) workiny interest and a one~eighth (1/8§)

royalty interest for the purpose of allocdting costs and charges

under the terms of this order.

{11) .That any well costs or charges whi

ch are to be paid

out of production shall-be withheld only from the WOrking

interests share of production, and no costs
be withheld from production attributable to

(12)- That all proceeds from production
well which are not disbursed for ‘any reason
escrow in _Eddy Cdunty, New Mexico, tofbe

thereof upon demand and proof of ownership;

‘shall notify the Commission of the name and

nt within %0 days from the date of

SCrew

R

(13) That jurisdiction of this cause is

entry of such further orders as the Commission nay deem necessary. i

DONE at Santa Fe, New Mexico, on the day

designated.

or’charges shall
royalty interests.
from the ‘subject
shall be placed in
paid to the true owner
that the operator
address of said

this order.

and year hereinabove
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