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MR, STAME&‘S: Without ohjection we will
be calling the next two cases at the same time, and I would
agk that Cases 7694 and 7695 be called.

MR. PEARCE: Both of those cases are on
the application of Depco, Inc., for compulsory pooilng,
Chaves Céunty, New Mexico.

MR, VANDIVER: Mr. Examiner, my name is
David Vvandiver, and I'm with Losee, Carson, and Dickerson,

P. A., in Artesia, New Mexico,

And I'm appearing in these cases on be-
half of Depco, Inc,, and I have two witnesses, Mr. J. T.

Hutchison and Mr. Jack Ahlen.

MR. PEARCE: Could I have both witnesses

rise, please?
(Witnesses sworn.)

MR. VANDIVER: Call Mr. Hutchison first,

please.

J., T. HUTCHISON

being called as a witneas and being duly sworn upon his oath,

testified as follpws, to-wit:




1 4 %
Lo, 2

3 | DIRECT EXAMINATION
4 BY MR, VANDIVER: | f
5 0. flould you state your name, please? é
6 A My name is J, T. Hutchison and I am ;
7 District Landman with Depco, Inc., ih Midland, Texas, .g
8 Q How long have you been so employed? |
9 A I've been employed with Depce for six

10 months.

11 ’ MR. STAMETS: Excuse me; is that Hutchins?n
12 or Hutchison?
v 13 A H-U-7~C-H~I~5~0-N.
14 MR, STAMETS: Hutchison, thank you.
15 0 Mr. Hutchison, in your occupation with
16 Depco what -do your duties include? ,
1 A Preparing operating agreements, farm out
18 agreements, title checking, and curing titles. ”

T

19 Q And are you familiar with the application

20 of the applicant before the Division?

a | A Yes, I am. a
» n | 1+ Could you briefly state the nature of %
ﬁzt 23 these applications?

u A This is in the forced pooling?

25 Q Yes, : V




10
11
12
13
14
15
16
17
18

19

1 R £ ¢ e 5 e b i e o 0 &L Lo e e | i v 7 AR i i o S8 5. e S0 5 1 4 55t e o e it 148 P

5
A We are endeavoring to force pool Corona
!
in two wells that we are trying to develop. And in one of thé

wells we are also trying to force pool Mesa Petroleum,

0 Is that Corona 01l Company?
A Yes, it is,
Q AnG are you also seeklag to have Depce

designated as operator of your proposed wells?

A Yes, we arse.

Q Have you compiled certain exhibits upon
which you intend to rely? | A

A Yes, s8ir, we have.

Q Wiould you please refer to the applicant's

Exhibit Number One and describe for the Examiner what that

shows?

A Exhibit Number One is an application to
for permit’to drill»ﬁhe well deeper and to plug back the well.

‘Q And which well is that?

A And this is going to be the Rogé Federal
Com No, 12.

Q Did it originally have another name?

A ' Yéé, sir, it was the Rosze ' Fedsral Cos

't , Why was the name changéd?

A There was, I think at the time that thfzj'
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Federzl Com No. 12? - |

and Gas Lease covering the north half of the northwest quartek

' what that is?

were -~ the application was sent in that they were misaarad

and HMOCD requested that they change the numbers on them.

Q Yhat's the lccation of your proposed Rose |

A 1980 from -~- from the west line and 660

from the north line of Section 21, 5 South, Range 25 East. ;

4] what does the second page of Exhibit One |
i
show? {
:‘

A The second page shows the dedication plat

and the location of the particular well.

!
0 and what lands are to be dedicated to i
!
your Rose Federal Com Ho., 122 |
i

f

A This will be the northwest quarter of

Section 21.

Q. Depco's acreage is outlined in red?
B Yes, it is.
o On that plat., And you own a Federal 0il

of Section 217
A , Yes, we do.

Q Would you refer the Examiner to Exhibit

Number -- Applicant's Exhibit Number Two, and briefly describe

A o Page one is the application for permit
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to drill the Rose Federal Com No,. 25 which was later changed
to the Rose Federal Com No. 1l1.

Q And the second page of that exhibit?

A Page -~ page two shows the land plat,
dedication plat of the acreage that we're going to iéclude in;
the unit, _ j

Q What is the acreage to bg dedicated to
your Rose Federal Com He, 117

A This will be the northwest guarter of

Section 21, I'm sorry, the northeast corner.

Qe Northeast quarter?

A Northeast quarter, yes. i
o what is the location of that well? |
A 660 from the north line and 660 from the

east line.

Q And Depco's acreage is outlined in red? |
A Yes, it is.
Q On the acreage dedication plat. And vou

have a Federal lease covering the east half northeast quarter
and northwest guarter northeast qu#rter?
<’ A | Yes, we Go.
(1 With respect to Exhibits One and Two,

who owns the oil and gas leasehold estate covering the south

half of the northwest guarter with respect to the Rose Pederal




..... . e e e
- 2 Com No. 127 ;
3| A That is Mesa Petrolecum. I believe they ;
4 are working as MTS Limited, and Corona Oil, f
E 5 4 Mesa Petroleum Co\mpémy is the géneral ‘
6 | partner of MTS Linited Partnership, is that correct?
| 7 A Yes, they are. !
8 o Apd with respect to your Rose Federal Comg
9 No. 11, wh§ owns the oil and gas leasehold estate covering
10 the southwast gvarter northeast quarter?
| 1 A This is also MTS Limited and Corona 0il.
' 12 | Q I'ad like you to refer the Examiner to
s 13 | applicant's Exhibit Three and Four and briefly describe what
14 they are.
15 A Three is my initial written notification

16 o Mesa as a general partner for MTS that we are proposing
n a well in the northeast quarter of Section 21, and also indi-

18 cating that we will forward an AFE very shortly.

19 Q What is an AFE? |
20 A An Authorization for Bxpenditure.
21 Q And does that set forth the estimated

22 well costs?
23 A Yes, it certainly does.

24 1) - And diad you forward an AFE to Mesa on

25 | behalf of MTS Limited Partnership?




- 2 A Yes, we did. :
3 Q. With respect to the Rose Federal Com No. é
4 12, did Mesa execute your AFE? é
5 A, No, they have not. :
6 Q With respect to vour Rose Federal Com Nca.:E

7 12, did MTS, Mesa on behalf of MTS Limited Partnerahip exe-
8 cutae your AFE?

9 A Would you ask your previous question,
10 please?

11 Q My first‘question was with respect to

12 your proposed Rose Federal Com No. 11 Well, did MTS Limited

13 Partnership sign your AFE?

e

14 ' A ~ Yes, they did.

15 Q With respect to your Rose Federal Com No.

16 12 did MTS sign your proposed AFE?

17 A They did not.

18 Q . When you submitted your proposals for

1 |

19 these two wells to MTS Limited Partnership, was it your under
20 standing that you were also submitting the proposals to
Corona 0il Company?

A Xés, it was,

Q Is it your understanding that Mesa is

authorized to act on behalf of Corona 0il COmpaﬁy with respejt

. o their joint leasehold estate?
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- for the Examiner.

A When I initially talked with them, that
was my understanding,

0 llas Corona 0il Company been furnished
coples of your proposed AFE's for these two wells?

A, tlo, they hava not,

Q lHlave you discussed your prc;éosal.s with
officers of Corona 0il Company?

A Yes, sir, I have.

Q And have they indicated whether or not
they would desi:e to join in the drilling of these two wells?

A Yes, sir, I have been in telephone con-

tact with the vice president of Corona 0il and they have indi+

cated by way of telegram that they will not participate in
the drilling of these wells, the Rose Federal Com No. 11 or

Rose Pederal Com No. 12,

. Q Do you know why they're not willing to
participate?
A Yes, sir,v it's my understanding that they

are currently out of drilling funds.

Q I will hand you what has been marked as

Applicant's Exhibit Number Five and ask you to explain this

r Exhibit Number Five is a letter from Mesa

| w o

H

g
?

'

— s ¢ drm

Petroleum to me ‘at: Depco, indicating that they will not pu:t:l.
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cipate in the drilling of the Rose Federal Com No, 12 and tha

they are in fact desirous of being the operators and have -2~

i
i
!
|
!
i
Y
i
}
:

tended an AFE for our examination. . )
. s

Q So the situation is that Mesa on behalf f

i

of MTS Limited Partnership has executed your AFE and agreed .

to participate in drilling the Rose Federal Com Ne. 11 but é
Corona 011 Company has not agreed to participate in your No. !
11 Well, and MTS Limited Partnership has not agreed nor has
Corona 0il Company to participate in the drilling of your
proposed Rose Federal Com No, 12, is that correct?

A That is correct.

Q When you submitted your AFEs to MTS
Limited Partnefship,‘did you alsc submit an operatang agreeme%t?

A No, we did not.

Q But they have agreed to sign and join in
an operating agreement cover}ng your No. 1l Well?

.S Yes, thef have,

Q Is that on -- what soft of operating
agreement is that?

| A It is a 1977 operating agreement with

the COPAS accounting}proceduxes attached to it.

o In your proposed No. 1l well what super-

vision rates does your proposed operating agreement allow?

A . 1 am not sure what ‘the price is. It is
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currently being raevised right now and I have not seen the =--
seen what price fhey have set on there,

14} | " In your experlence what are the customhry

charges for drilling and producing well supervision rates?

A Hell =--

¢} For wells of this tvps in the asca?

A I believe the rate is rouaghly around $300t‘
0 For a drilling well?

) Yes, it is,

Q And for a producing well?

A It is around $300 per day -- or per

month, I'm sorry.
Q , Does your proposed operating agreament onj
the No. 11 have a penalty for nonconsenting parties?
A : Yes, sir, it does and it's 300 percé?fm;:’.“
o You mean return of your investment 1 }s
200 percent?

A Yes, it is,

L]

o ; I'l1l hand you what's been marked as Appli
cant's Exhibit Number Six and ask you what that is.

A | Exhibit Number Six is my letter to Mesa
Petroleum indicating that the Rose Federal Com No. 2, that

the name has baen changed to Rose Federal Com No. 1l.

0 And I'11 hand you what's been marked as




1 _ 13
2 Applicant's Exhibits Seven and Eight and ask you to describe

3 those documents, what they are?

4 A Exhibit Number Seven and Eight are reviseq

S Authorities for Expenditures on the Rose Federal Com No. 11

6 and Rose Federal Com No. 12.
7 Q And that's, I believe you tastifisd earliLr
8 these are estimated costs?
9 vh Yes, they are. _
10 Q But you will keep up with the actual cost$
1 incurred in connection with drilling these wells?
12 A Yes, we will,

it 13 Q | I hand you what's been marked as Appli-
14 cant's Exhibit Number Nine and ask you to descfibe what that
15 is,
16 | A This is a telegram from Western Union
17 from Don Williams, the Vice President of Corona 0il Company,
18 indicating that they will not agree to pool its interests
19 in the northeast quarter or the northwest quarter of Section
20 21, 5 South, 25 East, for the drilling of the Rose Federal
21 Com No. 11 or 12,
22 o And each of these exhibits were prepared
23 by you or under your shperviaion or authority or correspon-

'

dence which you received in the regular course of business?

25 A Yes, they were.
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MR. VANDIVER: Mr, Examiner, I would move,
the admission of Exihibits One through MNine st this time, and |
I have no further questions.

MR, STAMETS: ‘These exhibits will be ad-
mitted,

Are there any quesﬁiona of the witness?

MR. PEARCE: If I may briefly.

CROSS EXAMINATION
BY MR. PEARCE:

Q I may have missed, Mr. Hutchison, I apol-
ogize, the AFEs which were sent to Mesa MTS on these two
wells -— |

A Yeé.

0 When were those AFEs sent? I notice two
Depco letters saying we’'re proparing them and we're going to

send them, and I notice that the revised is dated September

the 28th,
A Yes. The revised has not in fact been
sent.
Okay.
A Thay were —-
1) When did the initial go? Do you have

something there which indicates?
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off the record, Sally.

'-J
(8] )
s ek

MR, PEARCE: We'll just atke one minute

(Thereupon a discussion wau

had off the record.)

MR. PEARCE: If we could go back on the

record,

o Mr. Hutchison, do you now have informatio

A e

which indicates either the date on which the initial APEs wer

sent to Mesa Petroleum? »
A Yes, sir, that was July the 26th, 1982,
Q Okay. Thank you, fir.

'\MR. PEARCE: One other thing, Mr, Exa-
miner, if ¥ might, I would like the record to reflect that
in the application filed on Cases 7694 and 7695 there are
Affidavita of mailing, which indicate that copies of the ap-
plication for compulsory pooling and the docket for thi‘s
hearing in the case of Case 7694 was mailed on September 20th‘
to MI'S Limited Partnership and Corona 0Oil Company, and that
in Case 7695 a copy of the compulsory pc;oling application anq

the docket of this hearing was mailed to Corona 0il Company

on September the 20th, 1982,

I have nothing further, sir.




1 16 ]

) j
- 2 MR. STAMETS: Any other questions of the |
3 witness? e may be excused, g

4 MR. VANDIVER: Mr, Examiner, the applicaﬁé

5 will call Mr, Jack Ahlen at this time,

6

t
7 JACK AHLEN
8 being called as a witness and being previously sworn upon his

9 ocath, testified as follows, to-wit:

10

11 DIRECT EXAMINATION

12 BY MR, VANDIVER:

— 13 o You are Mr, Jack Ahlen? ;

14 A That is correct. |
15 0 How do you spell your last name, sir?\
16 A I spell my last name A-H-L-E-N.
17 Q Where do you reside, Mr, Ahlen?
18 A I reside in Roswell, New Mexico,
io Q What's your occupation?

| 20 A I an a consulting geologist.

: 27 e \ And have you previously testified before
22 the Division and are your credentials a matter of record?

. 23 | A Yes, sir.

B 24 | | . MR. VANDIVER: I would tender Mr. Ahlen
25 as an expert in geology. ‘
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MR, STAMETS: The witness is considered |

qualified.

Q. tthat is your connection with the applicant,
Depco,k in these cases? |

A I am a consulting geologist for Depco,
Incorporated, and I have been working with Depco in this par-
ticular area for several years and they requested that I re-
present them at this particular hearing for this purpose.

o Mr., Ahlen, have you made a study to ascer+
tain the facts upon which you will express an opinion regarding

the proposed risk penalty to be imposed on these force pooled

interests?
A . Yes, sir.
Q Mr. Ahlen, I'd ask you to refer the Exa-

miner to what's been marked as Applicant’s Exhibit Number Ten
and ask you to describe what that shows.

A | Exhibit Number Ten is a structure map on
the top of the Abo formation in the vicinity of the acreage
in Section 21 of Township 5 South, Range 25 East. It shows
regional structure contours on the top of the Abo. It shows
éhat the top of the Abofv#ries from a subsea datum of appro-
ximately 200 feet in the northwest to approximately 100 feet

in the squtligast,.i:elatively normal regional southeast dip.

Q what pertimant :Lnfoi:uation is reflected
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- that structural configuration has very little influence as to

18

by this exhibit that bears on the risk involved in drilling |
' 2
these two wells?

A “The -~ no apparent -- there's no apparent

indication of the risk in this -~ on this particular map, in

the location of gas in the Abo formation.

Q 3 And was that Exhibit Ten ?rcpared by youvi
or under your supervision?

A Yes, it was,

Q 1'11 hand ycu what's been marked as Ap-
plicant's Exhibit Number Eleven in these cases and ask you
what that is,

A 7 In the same vicinity this is what I call
a net sand Isopach. It reflects the estimate& thickness of
those sands within the Abo section that could be producable.
This is a summation of several sands taken from well log in-
formation on all of the surrounding wells. It considers both
the shaliness of the formation as well as permeability.

Q , And what pertinent information on this
exhibit bears on the risk involved in drilling these two
wella?

A The information on this wells -- on this

map suggests ﬁhat the sand is continuous over the prospeét

area; however, just being continuous does not necessarily
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mean that the wells will be productive. '
i
i

In this particular area of Chaves County
the success ratio of wells being compileted as producers is

approximately 325 vercent; however, the probability of comple~

tion is not neceséarily a reflection as to whether the well |

iz a1 commercial wall or not. The Abo Gas Field is so youth-

, o I
ful, in an early stage of development, that it is still dif-

ficult to tell the payout life of a well, the final cumulat;v?
productive nature of a particular well, so there is some risk
there as to the length of the well, the life of the well, as
well as the productive rate. Some of the wells in this area
produce at very low rates and are non-—-commercial. Some of
the wells in this area are extremely good producers and pay

out in just a very few months,

So this is a primary element of the risk
invblved with these wells and I have not yet found a good way
of mapping and determining which wells to drill, those wells
that will pay out in three months and those wells that will
take three years, and I do not know of anyone in the industry
who does know before a well is drilled.

e ' and I take it from your testimony that
there's a fairly good chance that a producing well will ke

drilled but it's unknown whether, when you sﬁéak of commer-

cial, whether they will sver pay out?
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A That is correct,

0 From your study of wallu in the area,
what percentage of wells drilled in this area will pay out?
Or you will expect will pay out? |

2 Okay. ©One of the great unknowns in
whether a well will pay out in this area is the price that
the operator will get for the gas, and at this particular
noment there is a great deal of concern throughout the country
as to the price paid for natural gas, and there has been a
very dramatic decrease in drilling of gas wells recently,
éspecially in deep basiné and in the tight gas area because
the customers for natural gas object to paying very high
prices for the product.

Therefor, the tight gas designation thatk
we have for the Abo Sand does not necessarily mean that you

will get the tight gas price, the full tight gas price.

So that is a variable as well.

Under the tight gas price system, pay
out would occur much earlier in the 1lifc of a well and at
that time I was -- I had the feeling that perhaps 50 to 75

percent of the wells would indeed pay out within three years.

If the price is dirinished from the full

tight gas pricé, it is 4-'it will extend the pay out period

for most wells to beyond a three year limit, making some of
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those wells noncommercial, I would say it would be close to |
the 50 percent of the wells will -- will pay out within the
three year life now with the significant decrease in the price
of gas.

0 I'1]l refer you now to what's been marked
as Applicant's Exhibit Number Twelve and ask you to describe

what that is,

A This is a map I prepared which is an indid

cation of the groes sand Isopach. It is perhaps a less dis-
tinctive map than the net sand map is. It shows that thére
are -- it includes the total thickness of everything that I
thought was a sand on the electric log.

Discounting any shaliness or any parme-
ability, all sands were ircluded, even those that were com-
pletely nonpermeable, zid it has ~- it's additional iriforma-
tion to help drill a well but very little indication as to
the quality of the well.

0 Mr. Ahlen, based on your study of this
area and your review of the applicant's exhibits, Ten through
Twelve, have you formed an opinion as to the risk that you
recommend the Division impose upon the‘interests to be ppoled?

A ‘§as, I have fdrmed an opinion and I think
the penalty should be allowed in this instance, the full

penalty of 200 percent.,
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0 In your professional opinion, Mr, Ahlen,
would the granting of these applications be in the interest
of conservation, the prevention of waste, and the protection
of correlative rights?

A Yes, sir, I do.

MR. VANDIVER: Mr, Examiner, I'd move

admigsion of the Applicant's Exhibits Ten through Twelve,

MR, STAMETS: These exhibits will be ad-~

mitted,

MR, VANDIVER: I have no more guestions

at this point,

MR, STAMETS: Are there any questions of
this witness? He may be excused.

Anything further in these cases?

They will be taken under advisement.

MR. VANDIVER: Thanks.

(Hearing concluded.)
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CERTIPFPICATE

I, SALLY W. BOYD, C.S.R., NO NIDRLEBY CENRTIFY that
the foregoing Transcript of llearing Lefore the 0Oil Conserva-
tion Division was reported by me; that the said transcript

is a full, true, and correct record of the hearing, preparcd

P A

by me to the bLest of my ability.

6&&\;..8\;;;31‘@_.&5_24--

I do hereby certify that the foregoing Is

a compleie record of the procesdings in
‘hie Exaiiner Rearing of Cusa Mo, s
aecrd by me on______ 19

, Examiner

Oil Conservation Division




DEPCO, Inc.

PRODUCTION & EXPL.ORATION

October 15, 1982

;“ . N
R T ;,“,‘;f'. 1 ANIDINTER

State of New Mexico R | ;
Enregy & Minerals Department {! RIS I NI (3T o
0il Conservation Division L:J;;., e }“ I
P.0O. Box 2088 Gl ol C s
Santa Fe, New Mexico 87501 | RNy B
Attn: Joe D. Ramey ,(

Re: Order #7101 (/?

Case #7695
Dear Mr. Ramey:

By order of the Division, on October 7, 1982, =211
mineral interest underlying the NE/4 of Section 21

of Township 5 South, Range 25 East, were force pooled.
In campliance with the pooling order, DEPCO, Inc., as
operator, is required to furnish the Division with an
itemized schedule-of estimated well cost. Therefore,
enclosed, please find an AFE covering the cost of
drilling the Rose Fed Com #11.

Sincerely yours,

1

N WOM"\
Joe Tom Hutchison
Land Department

JTH:clp
Enclosure
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AUTHORITY FOR EXPINDITURE

‘ REVISED
//

»

_&_COMPLETE

scription .. ___ . __DRILL g e i

ose vnd Well No. . _ . _ROSE_FEDERAL_C! _gu ?ﬁ\ coervee oo Dote SEPTIMBER 28, 1982 . _
cation | . ,‘,1,(,0' FHL_& 660% gm_,r,su;, 21, T~5-S, R=25-L.. Contrector ... .
unty ond S1ove CHAYES' COUNTY. RNEW MEXICO e Spudded .. _ e

ose No _ e . e ReVeosed .
e o PECOS_SLOPE . Ar;p RS s Tata) Dangy ke

) L.:. MATFD COST
:)Dli~ o . 'DFSCRIPTION ] DRY HOI F J PR()D{J ‘:Fk“ - “Li(fjgfxl; ("OST
INTANGIBILES

E:j_] Sulvcymg ond R:ghi of- Yoy o 2,000 2,000 4. _

232 | Lease ond Rood Conslmcnon LA,000 1 4,000 _.me B

J40 | Trilling - Foovage . .,.58,,490,”.‘.1 58,490

2V | Doywork o 6,850 ... Hszwowuh_m_w__wAv
221 Qdwx _ pIT LINER. . 2,000 20000
243 | Mud - Moteriads 172,000 o372 000§l .

248y  Woter . 6,500 4 6,500 . I

249 { o 1,750 1,750 i .
244_|_Equipment Rentols _ e 2,000 4000
245 | Loaging 17,000 12,000 M
Zéi Co_g_Egqucn! ond Service . oW e o
247 | Jastinaluoien  BAULING o] 2, 009 e 3, sso. fl
250 | Cementingond Services W0 7,500 ] 22,000
251 | Perloluling__ e e B !4,500_.-.,.4 e
252 | Stimuletion oo W 47,500

253 | Completion Doy Work I e e 10,000
254 | SmyxwMx  CASTNG CREW . 1,250 4,000 — -
255 | Completion Miscelleneous 1 4 - S - 3,000 B,

258 Abondonment o e M _R,000 I

260 | Supervizsion - Geological . L 4,000 4,000 e

261 Engineering 4,000 4,000

263 Communication o

265 Miscelloneous 3,000 5,000

266 | Overhead e e

TOTAL INTANGIBLES 147 .840 227.170 "
TANGIBLES

309 Sur‘loce Cosing 1000 —~ 10 3/4" 20,000 20_000 Ii
317 | Ltermediotoberion CONNUCTOR. PIPE. . . W 2.s00._) 2 sop _

310 | Production Casing _ g980" — 4 1/2" R 7‘5%5(311 _
320 | Tubing L4200 - 2 1/9." 13,000

321 | Wellheod Equipment 9, 650

— 1,500 —

Flowlines

322

324 | Pumping Unit

Molor

325

Sucker Rods

326
Other

L

327
Equipment Instoliotion

328
Linepipe, Volves & Fitiings

5,000

330

Sepoasotors, Healers, Treaters

>

7.500

333
Tanks

3, 600

>

334

Meters

335 _

2

Buﬂdmg

Rood ond Locations

336

337

5,000

Buﬂerllnslnllohon

338

339 | Disposal Facilities
350 Miscellaneous 2,000 ,.:1
TOTAL TANGIBLES ves00. |- 97250 ]

172,340

TOTAL WELL COST

" Working Int.

Cost

Compeony

Dry Hole Producer
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STATE OF NEW MEXICO - |

ENERGY ano MINERALS DEPARTMENT 1

OIL CONSERVATION DIVISION |

BRUCE KING ‘ " ' POST OFFICE BOX 2088
GOVERNCR STATE LAND OFF'CE BUILGING
SANTA FE. NEW NMEXICO 87507
RRY KEM . . .
LA szcamEmOE October 8, 1982 15051 B27-2434
' _ Re s CASE NO. ras
“r. PDavid vandiver ORDER NO., 17101

Losce, Carson & Dickerson

AL Loru\,ys at lLaw

Post Office lox 23¢9 Apolicant:
Artesia, New Mexico 88210 ¢

Dervco, Inc.

Dear Sir:

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

/Yours very tru v, )

l

N 7 H /
< }r,- " uu/
JOE D. RAMEY

Dir r
/ ecto

JDR/fd
Copy of order also sent to:
Hobbs OCD X

Artesia OCD X
Aztec OCD

Other




unit.

STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 7695
Order No. R-7101

APPLICATION OF DEPCO, INC. FOR
COMPULSORY POOLING, CHAVES COUNTY,
NEW MEXICO

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on September 29,
1982, at Santa Fe, New Mexico, before Examiner Richard L.
Stamets. ’

NOW, on this 7th day of October, 1982, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS:

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

(2) That the applicant, Depco, Inc., seeks an order
pooling all mineral intereste from the surface down through the
Abo formation underlying the NE/4 of Section 21, Township 5
South, Range 25 East, NMPM, Chaves County, New Mexico.

(3) That the applicant has the right to drill and proposeg
to drill a well at a standard location thereon.

(4) That there are interest owners in the prdposed
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
without unnecessary expense his ijust 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 saig

SRR e i b e B A e e i L R AR
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Case No. 7695
Order No. R-7101

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

{7) That any non-consenting working interest owner should
be afforded the opportunity 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-ccnsenting working interest owner who
does not pay his share c¢f estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional 200 percent thereof as a reasonable charge
for the risk involved in the drilling of the well.

(9) That any non-consenting interest owner should be
afforded the opportunity tc 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 who has paid his share
of estimated costs should pay to the operator any amount that
reasonable well costs exceed estimated well costs and shculd
receive from the operator any amount that paid estimated well
costs exceed reasonable well costs.

(11) That $3000.00 per month while drilling and $300.00 per
month while producing should be fixed as reasonable charges for
supervision {combined fixed rates); that the operator should be
authorized to withhold from production the proporticnate share
of such supervision charges attribhutable 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

non-consenting working interest.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason should be placed in
escrow to be paid to the true owner thereof upon demand and
proof of ownership.

(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 January 1, 1983, the order pooling said
unit should become null and void and of no effect whatsoever.

‘well, not in excess of what are reasonable, attributable to each|




L3
Case No. 7695
Srder No. R-7101

IT IS THEREFORIE ORDERED:

(1) That all mineral interests, whatever they may be, from
the surface down through the Abo formation undexlying the NE/4
of Section 21, Township 5 Sbuth, Range 25 East, NMPM, Chaves
County, New Mexico, are hereby pooled to form a standard
l60-acre gas sp.cing and proration unit to be dedicated to a
ivell to be drilled at a standard location thereon.

PROVIDSED -HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the lst day of
Tanuary, 1983, and shall thereafter continue the drilling of
said well with due diligence to a depth sufficient to test the
Abc formation; :

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the 1lst day of
January, 1983, Order (1) of this order shall be null and void
and of no effect whatsoever, unless said operator obtains a time
extension from the Division for good cause shown.

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

(2) That Depco, Inc. is hereby designated the operator of
the subject well and unit.

(3) That after the effective date of this order and within
9C days prior to commencing said well, the operator shall
furnish the Division and each known working interest owner in
the subject unit an itemized schedule of estimated well costs.

(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share of
estimated well costs to the operator in lieu of paying his share
of reasonable well costs out of production, and that any such
owner who pays nis share of estimated well costs as provided
above shall remain liable for operating costs but shall not be
liable for risk charges.

: (5) That the operator shall furnish the Division and each
known working interest owner an itemized schedule of actuval well
costs within 90 days following completion of the well; that if
no objection to the actual well costs is received by the
Division and the Division has not objected within 45 days
following receipt of said schedule, the actual well costs shall
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be the reasonable well costs; provided however, that if there is
an objection to actual well costs within said 45-day period the
Division will determine recasonable well costs after public
notice and hearing.

(6) That within 60 days following determination of
reasonable well costs, any non~-consenting working interest owner
who 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
receive from the operator his pro rata sharc of the amount that
estimated well costs exceed reasonable well costs.,

(7) That the operator is harehy authorized to withhold the
foilowing 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 frcem 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, 200 percent of the
pro rata share of reasonable well costs
attributable to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him,

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

(9) That $3000.00 per month while drilling and $300.00
per month while producing are hereby fixed as reasonable
charges for supervision (combined fixed rates); that the
operator is hereby authorized to withhold from production the
proportionate share of such supervision charges 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. '

~ (10) That any unsévered mineral interest shall be
considered a seven-eighths (7/8) working interest and a
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one-eighth (1/8) royalty interest for the purpose of
allocating costs and charges under the terms of this oxder.

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

{12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Chaves County, New Mexico, to be paid
to the true owner thereof upon demand and proof of ownership;
that the operator shall notify the Division of the name and’
address of said escrow agent within 30 days from the date of
first deposit with said escrow agent. .

(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem
necessary.

DONE at Santa Fe, New Mexico, on the day and year

heral, gve designated.

//S}ATF OF NEW MEXICO

L CONSf}V)TTﬂ DIVISION .

OE D. ’RAMEY
Director
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DEPCO, Inc.

PRODUCTION & EXPLORATION

July 8, 1982 ’

- MESA Patroleum
1000 vaughn Bldg.
Midland, Texas 79701

Attn: Kevin Dentzer % \\ \

Re: Well Proposal
Townshiov 5 South, Range 25 East
Section 21: NE/4
Chaves County, New Mexico

Dear Kevin: ‘

This letter is your written notification that DEPCO, Inc.
proposes the drilling of a well in the NE/4 of Section 21.

- Said well will be drilled to the approximate depth of
4500' or to a depth to sufficiently test the entire 3abo
Formation, which ever is the lesser depth. DEPCO proposes
to be the operator and will commence operation within 90
(ninety) days from the date of a mutually acceptable ‘operating
agreement. .

I have taken the liberty of having an Authorization for
Expenditure and an Operating Agreement drawn up and they
will be forwarded to you for your approval and execution
as soon as possible.

Also, should you have any title opinion, title curatlve or
access to any Abstracts, I would appreciate the temporary
use of them in order to cure the title for drilling.

Very truly yours,
&\M@J\

Joe Tom HutdhisoBEFORE EXAMINER STAMETS R
L CONSERVATION DIVISION

JTH:clp A ?;, L, EXHIBITNO._3 |
CASE NO.__ 7694~ X

Submitted by 7,

- SUITE 875, EMPIRE PLAZA » MIDLAND, TEXAS 79701 -rnonmw-—q-/-&-&i&—




DEEPCD, fine.

PROBUCTION & EXPI.ORATION

July 16, 1982

Mesa Petroloum «
1000 Vaughn Building
Midland, Texas 79701
/’V
Re: Township 5 South, Range 25 Fast, N.M.P.M. #

Section 21: Nk
Chaves County, New Mexico
Proposed Well

Alttn: Xevin Dentzer

Dear Kevin:

In reference to my letter dated July 8, 1982, DEPCO proposed the drill ing
of a well in the NE% of Section 21. We feel that the NW% of this section
will also be productive and therefore propose the drilling of an Abo Test
to an approximate depth of 4500, whichever is the lesser depth. The
location for the proposed well will be 1980' FWL & 660' FNL of Section 2].
We plan to spud the well within the next 60 days or no later than Sept~
ember 30, 1982,

An AFE is currently being prepared for your examination an approval
and will be sent to you as soosn as possible. Should you not wish to
sign the AFE and join in the drilling of this proposed well, we would
welcome a Farmout of your acreage.

Sincerely,
ATQL:L“%Q e BEFORE EXAMINER STAMETS
J. T. Hutchison OlL CONSERVATION DIVISION
Y 12 e s
T/ 10 | Gt 7694 « 7495
Submitted by _| -
é Hearing Date_ 9/ 29 /22

R e SUITE 875, EMPIRE PLAZA » MIDLAND, TEXAS 79701 « PHONE 915/682-6308
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 MESa PETROLEUM CO./ VAUGHN BUILDING /SUITE 1000/4C 815/ 6683-5221 /MIDLAND, TEXAS 79701.4493
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MESQ

PLYNOLEUM CO,

huqust 4, 1982

Depco, Inc,
Suite 875

fmpire Plazas
Midland TX 7970}

Attention: Joe Tom Hutchison
Gentlemen:

Subject: Well Proposals
Depco Rose Federal Com. “#2
NE/L Sec. 21, T-5-5, R-25-E i?;i'/éy/
Chaves County, Hew Mexico
0A #82 NM 22

Mesa #1 Rose Federal Com,

(Depco Rose Federal Com. £3) 1%11/,2//
NW/i4 Sec. 2V, T-5-S, R-25-F

Chaves County, New Mexico

Mesa OP (05-NM-0138-260

Mesa Petroleum Co. acknowledges receipt of your letter of July 25, 1982°
wherein you proposed the drilling of the two captioned wells with Depco

as Operator. With regard to the Rose Federal Com. #2, please be advised”
that subject to management's approval, KIS Limited Partnership plans to

participate as to its 12.5%2 working interest in the well. Your AFEs are

in the process of being executed, and we will forward an original to you
as soon as it is available.

However, Mesa proposes to drill and operate our #1 Rose federal Com. at
the location proposed by Depco for your Rose Federal Com. #3. We invite
your participation in the #1 Rose Federal Com. and enclose herewith for
your execution two copies of our estimated AFE. If this meets with your
approval, pleese execute and return to this office one copy of this letter
and one AFE at your earliest convenience. An operating agreement will bé
sent for execution as soon as possible.

Should you ‘need anythfng else, or wish to discuss the matter further,
pledse let us know.

Very truly yours;

<< /O‘,(A////' |

K. R. Dement
cs - Enclosures

Mesa #1 Rose Federal Com. ' Join Not Join
DEPCO, INC.
By:

BEFORE EXAMINER STAMETS.

" OIL CONSERVATION DIV]SION
Bogliandl EXFIBIT NO. ﬁ

CASENO. 7634 + 7425

Hearing Date

Submitted by :Daem—r-Lh

. — o woaS —
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AFE/COST ESTIMATE
e I S SV ‘ -»*Aff:ﬁl"’!“

DI/ OPERATIUNS
Ca "Oiv - Subsid - Dept, 0 = 01 -G5-1- OHF 010‘? t’)ﬂ!~ -

1F5m . ) Coade Genern:t Account & . S

ROLEUM cO. Erploiatory . .. Development -

SE, WELL NAME, AND lOCAY:bN ROSE FED COM #1
660" ENL & 198G" ¥uL, SEC 21, ,ss R25E, CHAVES COUNTY, \'Fx’_ﬁv MEXICO o
SCRIPTION COST FSTI ATL TO I)RIII AND (‘O.iP‘ LFF A !.300' HOWH"C ABO GAS WELL, INCLUDING

PROTICTION. EOI: TPMENT. . . o s

Acqt o - ’ i Tiey Hole Corplerant Froducer!

ses ITEM DESCRIPHCN T

wlumc fooru,s F1 m 5 - ) ]S ; ] s 5 AU -

i [ DRULING o COMPLLICN RIG 11 8y, RD.MC 16,000 | L as,008 -
| ADATWORK  g/5 DAYS A1 S 6000/1200 oAy I 54,000 6,000 1 60,000

_ DRILUNG or COMPLETION RIG el PR, ny ,J;‘-

Al BONER SAYS ArS DAY | . V ! n

,_a_',_ AMP 4 CATERING DAYS A1 8 T par | | i

i &y orrer ‘DAYS ArS S DAY o , - . S

. CEMENTING >=ch S. Cfu:m s OACCE 5som:s - ) 17,000 @ 7,000 24,000

‘;_4.,,“_‘,, AMUD. "HE*-‘!CALS SE?‘ LS 4 L EQUIP. 1AY MUD, CHEM |, OIL 10,000 . . B 10.000.
By WATER 7,000 . 3,000 10,000

| R AP SS L SR

‘ {OGT TESTING 8 MULD LOGGING uNIT | 0 12,000 . 3,000 _ 15,000

e e . B} .

ORM STEM rES’ ?ELA"'DA'ES NG :OU?PMENT

. PERECRATING. WELL STIMU'ATION SERVICES I S) OOO v )S 000

. 'OCATION ROADS SURVEYS. AloTaIPS 18,000 . _ 2,000 ....20,000.
COMPANY LABOR. SUPERVISION. rNG»N:EmNG OVERHEAD 3,000 _2,000 _ _5,000_

RENTAL EQUIPMENT & TOOLS 5,000 3,000 . 8,000

ROCK BITS, HOLE OPENERS, REAMERS, STABIZERS g o B o, 000 .

AHAUUNG & rRE!GHY g 3 000 4 Ooo ] _Z,.OOQ._._.
. MOBILIZATION - INSTALLATION e I '

T T DEMOSBILIZATION - DlSMAN'—{Kzé_{éAJUAEL' Cortorm T e e e MNT o :
”_'"“_'EJSE?S&'Js—?si':—v?s&'r's 3aRGES fwgs o e T -
_pusLwses power T 00 4,500
 SHOREBASE, OFFICE, DOCK FEE & CRANES e ) -
. ARCRAFT RENTALS_-HELCOPTERS. FIXED WING .~
SIVIRS AND REtAiEO ‘CUlPM‘l::( S N o
___msCEUANEOUS T S.000.. . 2.000. 7,000 __
o CQOST to ABANDON' _Nor INCLUDEC IN -Roouc R TOTAY" ! * 7,000 e

MUD ENGINEER 4 DAYSArS  9sg ‘DAY . 1 .000{ . 1,000 _

T T T CONSULTING ENGINEER —
Al DRHUNG V DAYS—Al S i i ‘DAY ‘
‘8: COMPLETION T TTDaYS Ars /DAY | o

N ~ GEOLOG ICAL CONSULTANLQWH'F_Y_S“A_;_LW_ 250 DAY 500 ; 500
forol Iatangible & NonConmrotionle Coss s 173 oop{S 87,000 'S 253,000 *
3UOYS AND MARKERS is s 5
CASING.TUBULARS el

A 9on  FTOFflg 344 -7 OD S 2v,00 /FT. i 18,900 18,900
‘8 1,700 FI. OF 7 5/g8 ~ QD S 14.00 /FT ! 23,8001 ' 23,800
< 4,300 FI.OF 4 /2 ~ODS 7,50 /fT ! i . - 32,000 i 32,000
- 4,000 FT. CF 2 3/8 ~OD s 4.00 7fr. i

TR o A —
T WEWHEAD & GUIDE STRUCTURE T 2.300 : 5.200 ¢ 7,500
T TT30B-SURFACE WELL EQUIPMENT TR T
T T SURFACE WELLEQUIPMENT
T T OmER mAJOR EQUIPMENT ><:,>\/,><"
T3 SEPARATOR R B 7,800 7,80
Bi 210 BBL FIBERYES_S,. '1jANK o o 3,000 3.000

C

i D ot P e e e e e =

aun DlNGS

o —————— — -

ELECTRICAL & INSTRUMENTATION EGUIPMENT . 3 T
_ INSTALLATION, MATERIALS, & , SERVICES , 3.000 | 3000

e g o - - 4

[ Y SU T “ e e e —

~-..~_-_->.".‘ e Py

Total l’ong-ble Conho"able & Non- Com'op‘e C.o.‘!i-_..-w._.. . *‘)gs“ DQD_:’_ 62000 E_ 'l 12..000
._‘_romiCosu_____’m - e e enemadS . 218,000]S - 154,000 s 365, ooo

, N Mesa Wi
AIV DRLG SPVR oo, 8-3~B2 Othersw

OPS MGR _ _ o.. 8-3-82




DEPCO, Inc.

PRODUCTION & EXPLORATION

September 1, 1982

Mesa Petroleum
1000 vaughn Bldg.
Midland, Texas 79701

Attn: Mark Hannifin

Re: Rose Fed Com #11
Township 5 South,
Range 25 ERast
Sectlon 21: NE/4
Chaves County, New Mexico

Dear Mark:

Please be advised that the name of the Rose Fed
Com #2 has been changed. The pProper name for the
well in the NE/4 will be the Rese Fed Com #11.

Sincerely yours,

5’\3;&»\&1 Ll

Joe Tom Hutchison

JTH:clp

BEFORE EXAMINER STAMETS
_OIL CONSERVATION DIVISION .

HelanZ? etz no._ B fo _
CASENO. 794 ¢ 7695

Submitted by
Hearing Date /24 / B2

SUITE 875, EMPIRE PLAZA MIDLAND, TEXAS 79701 » PHONE 915/682-6308

o~
-
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Dtp , Inc.
"REVISED AUTHORITY FOR EXFENDITURE

Description . DRILL & _COMPLETE

“‘Lease and Well No. ROSE. FEDERAL_CQi #12

Deote _SEPTEMBER. 28, 1982

Location GO0 ML L 660 TEL . SIC TubmS,-Re25=L_ Controcior
County ond State . —CHAVES COUNTY. NEW MEXICO Spudded ___
Lease No. —_ Releosed
Field ‘ PECCS._SLOPE _ARQ - Total Depth 4280°"
. ESTIMATED COST
CODE - DESCRIPTION i“._D.R__-ﬂQLE " PRODUCER _\:?E:TUAL COSsT
INTANGIBLES
231 Surveying ond Right-of- Woy 2,000 2,000
232 Lease ond Road Construction 4,000 4,000
240 1 Drilling - Footage 58, 490 = 58,490
249 Doywork 6,850 ) 6,850 S
242 Qihwx  PIT LINER -—2,000 2,000 _
243 Mud - Malerials 17,000 17,000
248 Water 6,500 6,500
249 Qil 1,250 1,750 .
244 Equipment Rentals ..2,000 4,000 4
245 | Loqging | 17,000 |- 17 000
246 | Coring Equipment ond Service
247 | _RkotomSontorX  HAULING 2,000 3,580
250 | Cementing ond Services . 7,500 22,000
251 Perorating - 4,500
252 | Stimulation 47,500
1.253 | Completion Day Work _ 10.000
254 XHEXXREE . CASING CREW S 1,250 4,000
255 | Completion Miscelloneous 3,000
| 258 Abondonment . 8,000
1 260 Supervision - Geological 4,000 4,000 |
261 Enaineering 4,000 4,000
263 Communication
265 Miscellaneous 3,000 5.000 |
-1 266 Overheod
TOTAL INTANGIBLES 147 .840 297 170
TANGIBLES
309 ]| SurdoceCasing  ~ 1000' - 10 _3/4" 20,000 20,000
311 | intermediotebesingy  CONDUCTOR _PIPE 2,500 2,500
- 1310 Production Casing ;5901 _ 4 1/2" 95,51111
1320 | Tubing 4200' = 2_3/8" 13,000
21321 | Wellheod Equipment 9 _£50
211322 | Flowlines 1 50N
1324 | Pumping Unit i
{325 Motor
326 Sucker Rods
1327 Other
1328 | Equipment Instaliotion |
1330 | Linepipe, Volves & Fittings S a0
1333 | Seporators, Heaters, Treaters 7 500
334 | Tonks I - 3,600
335 | Meters R
3356 Building
337 | Rood and Locations
338 | Battery Instaliation [l 5.000
339 | Disposal Focilities
1350 | Miscelloneous 2000 4.000
» TOTAL TANGIBLES 24 .500 - §3.250 ]
TOTAL WELL COST 172.340 ‘
. : Cost
Compony . Working Int. Dry Hole Producer

"Total
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De scription-—. .

, Inc.

AUTHORITY FOR EXPENDITURE

. Daie SEPTEMBER 28,1982

-

Leosrond Well No _______ ROSE_FLDERAL COM_{ 12
Locavson _____ . 660 ruL. & 1980 _FWL, o Ta5mGy—B=25=E_. Contracio
County ond Store _____ _,w_,(.uA\.’L.‘MLOUNI'X*_IQE&{JHLXIC(‘ Spudded
L ease Ne Released
Field J‘LCQS.,ALQP_I ARDL Totol Depth azim'
. ESTIMATED COST
o ADFS( RIPTIOR BRY10LE.__| _PRODUCUR . ,«,ffff"ﬁh FE?L
INT ANRGIBLES
231 | Surveying and Right-of- Woy - 2.000 2.000
737 | Lecse and Road Consllucllon { 4,000 { 4,000
240 | Drilling - Footoge { 58,490 58,490
241 Daywork | 6,850 6,850
242 Otwx  PIT LINER 2,000 2,000
243 Mod - Matciials 1 7,{10(1‘ -17.,000
248 Woter 6500 | 6,500
249 Oit 1,750 1,250
244 | Equipment Rentols i L_—__._l,dﬂﬂ 4, 000.
245 | Loaging 17,000 17,000
246 | Coring Equipment and Service _
247 | FstineSorxioex  HAULING 2,000 1,580
250 | Cementing and Services 2,500 22090
| 251 Perforoting 4,500
252 | Stimulation j")j;ﬁm
253 | Completion Day Work 10,000
254 | e a0gX LCASTNG . CREW 1,750 4,000
255 | Completion Miscellaneous 3.000
258 | Abandonment 8,000 ~
260 | Supervision - 4 4,000 4,000
261 Engineering 4,000 4.000
263 Communication
265 | . Miscelloneous 3,000 5,000
266 | Overheod
TOTAL INTANGIBLES 147 .840 297 .170
i TANG!BLES
309 | SudoceCosing  1000°' - 10 3/4" 20,000 20,000
3N | inweediotefetina.  CONDUCTOR PIPE 2,500 2,500
310 | Prodiciion Cosing 25500
320 | Tubing 12000
321 | Wellheod Equipment Qiﬁiﬂ
322 Flowlines 1,500
324 | Pumping Unit
325 Motor
326 Sucker Rods
1327 Other
328 | Equipment Installotion ]
330 | Linepipe, Volves & Fiitings 5,000 N
333 | Seporotars, Heoters, Treaters 7.500
334 | Tonks 3,600
335 | Meters
336 | Building
337 | Rood ond L ocotions A}F
- {338 | Battery Installation = 000
. 1339 | Disposal Facilities ]
350 | Miscelloneous 2,000
TOTAL TANGIBLES 24500 - §7.250 "
1 TOTAL WELL COST 172.340 324.42C
, " Cost »
Compony Working Int. Dry Kele Producer ‘Approved By

“Total

w/zq_zzz_j

ATFE No,
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WU INASTER  1-026682M271 05/23/82 .
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TWX 9109850511 WU AGT SANA Huﬁngomw
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4-0478425271 09/23/82

1¢S IPMBNGZ CSP ,
2143853070 TDBN DALLAS TX 34 09-28 0459P EST

PMS Je T. HUTCHISON

DEPCO INC. RPT DLY MGM, DLR

CARE SANTA FE HILTON

100 SANDOVA

SANTA FE NM

CORONA OIL COMPANY HAS NOT AGREED TO POOL ITS INTERESTS IN THE NW/4
-AND THE NE/4, SECTION 21, TOWNSHIP 5 SOUTH., RANGE 25 EAST., CHAVES
COUNTY NEW MEXICO FOR THE PURPOSE OF DRILLING WELLS.

DON E. WILLIAMS, VICE PRESIDENY
CORONA OIL COMPANY
4835 LBJ FREEWAY SUITE 635
DALLAS TX 75234

1700 EST

1705 EST

TN AT CONA




ves Jounty, New
lacation 390 feed
13 Socuth, Raenze 31

izated Lo the well,

New Mexico.

Application of Forister & Sweat:s for
Applicant, in the zbove-styled <iuse th
Chaves Queen Gas Area underlying the t
dedicated to g well to de drilled ac <
e the cost of Jrilling and coupleci: b4
as actual 9gerating ¢osts and charge designati
of the well and a chargze for risv in- said well.
CASE 7631 (Continued from September 15, 1982, Txaminer Hearing)
Application of Cibola Energy fCorporaticr for an unorthodox zas ~ell lccation, Chaves County, New Yexico.
Applicant, in che above-stvled cause, seexs approval for the uncrthedox location of zn Ordevician 2is
well to be driilted 330 feer from the North line and 390 feet from the fost line of Seccicn 13, ship

9 South, Range 27 Ffast, the Z/2 of said Section 13 to be dedicated to the well.

CASE 1832 {Continued from Septezber 13, 1982, Exaciner Hearing)
Application of Cibolza EZnergy Corporation for zn unorthedox zas well locstion, Chaves Couney, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox lecation of a Mississippian gas
well drilled 330 feet frem the North line and 330 feetr frem the West line of Seccion 24, Township 1D
South, Range 28 East, the W/2 of said Section 34 to be dedicated to the well.

CASES 7694 and 7695: Application of Depco, Tnc. for compuisory peooling, Chaves County, New Mexico.

Applicant, in each of the following two cases, seexs an order pooling all mineral interests
from the surface down through the Abo formation underlying the lands specifiec in each case,
each tc ferm a standard l60-acre gas spacing and proration unit to be dedicsted to 2 well

to be dritled at a standard location thereon. A4lso to be cunsidered in each zase will be the
cost of drilling and compieting said wells and the ‘allocation-of the cost thereof as well as
actual operating costs and charges for supervision, designation of applicant as operator of
the wells and a charge for risk involved in drilling said welis:

CASE 7694: NW/64 Section 21; arnd

SSE 7695: NE/4 Section 21
‘—K

Both in Township 5 South, Range 25 East.

CASE 76%6: Appicaction of Arco 0il and Gas Company for cempulsory pooling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an “rder pooling all minersi interests in the Mississippian
through Ellenburger formations underlying the iy2 of Section 31, Iownship 20 South, Range 36 East.
to be dedicated to a well to be drilled at a standard location thereon. Also tc be considered will
be the cost of drilling acd completing said well and che z2liccation of the cost thereof as well as actual
operating costs and charges for supervision, designation of applicant as operator of the well and a <harge
for risk involved in drilling said well.

CASES 7528 and 7529: (Continued and Readvertised)

Applicacion of JJ-CC, Limited for compulsory pooling, Chaves Ccunty, New Mexico.

Applicant, in each of the follewing two cases, seexs an order pooling all azineral interests

down through the Abo formation underlying the lands specified in each case, each to form

a standard 160-icre gzas spacing and prorazion unit to be dedicated to a well to be drilied

at a staandard location thereon. Also to be considered in each case will be the cost of drilling
and completing said weils and the allocation c¢f the cost thereof as well as actual operating
costs and charges for supervision, designacion of zpplicant as operator of the wells and a
charge for risk inveolved in driliing said wells:

CASE 7528: XW/4 Section 4, Township 5 South, Range 24 East
CASE 7529: NE/4 Section 4, Township 5 South, Range 24 East
CASE 7697: Application of Oxoco Production Corp, for desiznation of a tight formaticn, San Juan County, New Mexico.
Applicant, in the above-stvled cause, seeks the designation of the Mesaverde formation underlying Sectious

7, 8, 17, 18, 19 and 20, Towaship 32 North, Range 8 'west, containirg 3160 acres, more or less, as a tight
formation pursuant to Seccion 107 of the Natyral Gas Policy Act and 18 CFR Section 271.701-70G5.
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CASE 7636: In the matter of the hearing called by the 041 Conservacicn Division on its 2wn =oticn 1o pers
Energectics Corporation, Uniced Scates Fidelicy and Guarsnty Conmpany, and all other int2rested
o appear and show cause why the Hanes Corporaticn Well Xo. I, lacated in Unit F Secticn 3,
24 South, Range 2 fast, Don Ana County, should not e ?lugged z=rd sbandcned In ac dance with

approved plugging program.

QL
-
<o

g

CASE 7487: Agpplicaticn of aroco Production Cozpany for salt water disposal, Unicn County, New Mex.co

Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into zhe
Glorierta fornmatiocn in the perforated interval from 1718 feet to 1780 feet in its- Yormer Staze Fl Vell
line of Sectizn 3%,

No. 2 (2034 362P) located 660 feet from the Scuth line and 1320 feer froem the East lin
Township 20 North, Renge 34 East.

CASE 7688: Application of Mountain States Fetroleun Corporaticn for an unorthodox gas well s
New Mexico. Applicant, in che above-stryled cause, seexs appreval for the unarthedox catd
to be drilied %90 feet from cthe North 2nd East lines of Section 19, Tewnship 15 3cueh, Rang
Buffale Yalley-Fenn Gas Poocl, the ¥/2 of said Section 19 to be dedicated to the well,

locard

on
i

CASE 7689: Application cf Tesoro Petroleum Corporation for a tertiary oll recovery project, McXinley County,
New Mexico. Applicant, in the above-styled cause, seeks authoriiy to cunvert f{ts Hcsp,ah fand Unit
Haterfiood Project to a polymer-augmented waterfloed and, pursuant to Seccien 212,72 of ehe 7, ‘S.

certiflcatinn

Departzent of Energy Regulations and Secticn %4993 of the Internal Pevenue Ccdée, see,
of said project as a qualified tértiary oil recovery project.

2 z.

oo the Pennsylvaniag

CASE. 7690: Application of C § K Petroleum, Inc. for compulsory neniing, L Counes  Nag Megtos

Applicant, in the above-styled cause, seeks an order pooling all mineral {nterests
formations underlying the E/2 SW/4 of Section 27, Tcwnship 14 South, Range 37 £ast, Cacev-itrawn ?ool,
tc be dedicated to a well to be drilled at a standard location thereon. Also %o e considered wil.
be the cost of drilling and completing said well and the allccarion of the cost theresf 1s well s
actual opevating costs and charges for supervision, designation of Jypli&.aﬂt a5 cgerator of the well
and a charge for risk involwved in drilling said well,

2
1

CASE 7679: (Continued freom Septezter 15, 1982, Exaniner Hearing)

Application of C & X Petroleum, Inc. for the amendrent of Order Ho. R-3857-4 and for corpulsory
pocling, lea County, New Mexico. Applicant, in the above-styled :ause, seeks the smundmant
Division Order No. R-4857-A to provide thzt the lands pooled by siaid arder shall zw the W/2 3t/%
of Section 27, Township 16 Soucth, Range 37 East, dedinated to {ts Shipp 17 Well No. ] located {n
Unir. O in said Section 207, Applicans, further seeks an ovdaer pooling 41! miners! {nterests [n the
Pennsylvanian formation undérlying the £/2 SE/% of the 3foresaid Jection 27, 1o be dedi_ated ¢
well to be drilled in Unit P of sald Section 27. Alsoc to be considered will bLe 1ne oo :
and completing said well and the allocarfcn of the cost thereof 3¢ well as sctnal apers dng 1ont
and cnarges for supervision, designatign of appiicant as operator of 2he well and & charge {u¢ risv
involved in drilling said well.

CASE 7680: (Continued and Readvertised)

. Application of Unichexm Iatrernactional, Inc. for an exceptlon to Order No, %=1,
.

-}
Applicant, in the above-stvled cause, seeks an exception to Order Mo, R-JI?1 co jer
disposal of produced brine into several unlined surface plts louvasted in Section 7,
Range 29 East.

.

CASE 7691: Application of Dugan Production Corporation for ‘f‘”pu‘sur/ 'wul!ni. San Inan Counsy, New Mexico,
Applicant, in Lhe above-stvled cause, seeks an order penling ail =iners] Interests tn the Bas{n-Dakst.
Pool underlying the %/2 of Section 3, Township 24 North, Range 9 West, %3 he dedicated o a well to be
drilled at a standard ‘ocation zhereon., Alsc to %e considered will %e the cost 3¢ Jrilling and soxpleting
said well and the allocation of the cost thereof as well 3% actual opevating 2osts Ind ctharges for super-
vision, designation of applicant as operator =f the well and 4 =harge for réise davolved in drillioyg sald

well.
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e 7695

[

CcounTyY,

STATYE OF NEW MEXICO )

COUNTY OF EDDY )

The undersigned, bheing first duty sworn, upon oath,

states tha”. on the 20th day of September, 1982, the undersign-

ed did mail in the United States Post Office at Artesia, New

Mexico, true copies of the follow:ing instruments:

1. Application for Compulsory Pooling of min-
eral interests in the Rose Federal Com,
Mo. 11 Well; located in NE/4 ¢(=z2ction 21,
Township 5 South, Range 25 East, N.M.P.M,,
Chaves County, WYew Mexico; and

Docket reflecting hearing on such Applica-

tion at the 0il Conservation Division in
Santa Fe, New Mexico, on the 29th day o»f
September, 1982;

in a securely sealed pos

tage prepaid envelope addressed to the
fellowing named party: :

NAME ADDRESS
Corona 0il Company 4835 LBJ Freeway, Suite 635
Dallas, Texas 75234

ti Menefee %

SUBSCRIBED AND SWORN TO before me this 20th day of

Pa

HesrTr
LA

L




LAW OQFFICES

AU LOSEE LOSEE, CARSON & DICKERSON, £ A,
JOEL M, CARRSON ACQ AMESIMICAN HOME QUILDING AREA CODE €06
CHAD DICKERSON 02 0. HDRAWER 239 746- 3508

DAV .
D R-VANDIVER ARTESIA, NEW MEXICO 868211- O239

ELIZADETH LOSEE

August 253, 1982 - -

TON Dividiedid
Mr. Joe D. Ramey, Director Ou.CONSgﬁnirﬁz‘)‘°
Energy and Minerals Department -
0il Conservation Division .
P. O, Box 2088 , R
Santa Fe, New Mexico 87501 . P

Dear Mr. Ramey:

Enclosed for filing, please find three copies each of two Appli-
cations of DEPCO, Inc. for Compulsory Pooling in Chaves County,
New Mexico. _

Ve ask that these cases be set for hearing before an examiner and
that you furnish us with a docket of said hearings.

Thank you.

Very truly yours,

CARSON & DICKERSON, P.A.

L.

R. Vandiver

DRV :pvm
Enclosures

cc: DEPCO, Inc.
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REFORE THE OTL CONSERVATION DIVISTON SANTA Fr

O THE STATE OF NEW MEXTCO

IN THE MATTER OF THE APPEICNTION OF
DEPCO, INC. FOR COMPULSORY POOLTNG,
CHAVES COURTY, MNEW MEXICO ‘

N e
.N._AA’_),_Q: / ’

CASE NO.,

o]

WPRLICATION

COMES NOW DEPCO, Tnc., by its attorneys, and in sup-

port hereof, respectfully states:

1. Applicant has the right to drill its Rose Fed-

eral Com. No. 11 Well as a gas well, to a depth sufficient to

test the Abo formation, which is tc be located at a lawful

location in NE/4 Section 21, Township 5 South, Range 25 East,

N.M.P.M., Chaves County, New Mexico.

2. The applicant intends to dedicate the NE/4 of

said section to this well, and there is an interest owner in

the proration unit who has not agreed to pool its interest.

The party who has not agreed to pool its interest, ard its

address is as follows:

NAME ADDRESS
Corona 0il Company 4835 LBJ Freeway, Suite 635
Dallas, Texas 75234

3. Applicant should be designated the operator of

the well and the proration unit.
4, To aveid the drilling of unnecessary wells, to
- protect correlative rights and to afford to the owner of each

interest in said unit the opportunity to recover or receive

without unnecessary expense, its just and fair share of the
gas in saié,unit, all mineral interests, whatever they may be,
from the surface to the bése of the 2Abo formation,‘underlying
the ﬁE/4 of said Section 21, should be pooled. H

5. That any non-consenting working interest owner

that does not pay its share of estimated well costs should

-

LI

have withheld from production its share of the reasonablé well

et

.~
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costys, plus an additiconal 200% theroa? as a reasonable chargoe

Tor the riak involved in the dritlinaga of thoe well,

6. Applicant ehounld ha antharived rn withhald from

production the proportionate chare of a reasonable supervision
charge for drilling and vroducing wells attributable to each
nsonting working interest owner,

WHEREFORE, applicanrt pravs:

A, That this application be soﬁ for hearing before
an examiner and that notice of said hearing.bke given as re-
quired by law.

B. That upon hearing the Division enter its order

all mineral interests, whatever they may be, from the

ndarlving the NE/4

e

on

N ey 4

cvivE€Ear~n b~ bl bams ~AE WA AbA FfAavmad
SUELACe T Chnl SGLH U dnd T Iormatc

of said Section 21, Township S South, Range 25 East, N.M.P.M.,

Chaves County, New Mexico, to form a l6C-acre spacing unit

dedicated to applicant's well.

C. And for such other and further relief as may be

Ry

David R. Vandiver —

just in the premises.

LOSEE, CARSON & DICKERSON, P.A,
P. O. Drawer 239
Artesia, New Mexico 88210

Attorneys for Applicant

- appheariie iR



STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT

OI11, CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISTION FOR THE PURPOSE OF

CONSIDERING:
QM ‘ CASE NO. 7695 ,
/ 2/0
5} Order No, R- Shis®

APPLICATION OF DEPCO, INC. FOR

1

4 M

, >
COMPULSORY POOLING, CHAVES COUNTY, 4””"

NEW MEXICG

ORDER OI' THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on September 29,
1982, at Santa Fe, New Mexico, before Examiner Richard L.

Stamets.

NOW, on this day of October, 1982, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the

premises,

FINDS:




,-(

(1) That due public notice having been given as required
by law, the Division has jurisdiction of this causc and the

subject matter thereof.

(2) That the applicant, Depco, Inc., seeks an order
pooling all mineral interests from the surface down through the
Abo formation underlying the NE/4 of Section 21, Township 5

South, Range 25 East, NMPM, Chaves County, New Mexico.

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

to drill a well at a standard location thereon.

(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
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, within said

unit.

(6) That the applicant should be designated the operator

of the subject well and unit.

(7} That any non-consenting working interest owner should

 be affcrded 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 who"

does not pay his share of estimated well costs should have




withheld from production his share of the reasonable well costs

plus an-additional ;2(§19 percent thereof as a reasonable
& .

Charge for the risk involved in the drilling of the well.

(9) 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 who has paid his share
of estimated costs should pay to the operator any amount that
reasonable well costs exceed estimated well costs and should
receive from the operator anyaémount that paid estimated well

costs exceed reasonable well costs,

o
(11) That § :56%3& per month while drilling and

$ 250 - per month while producing should be fixed as

reasonable charges for supervision (combined fixed rates); that
the operator should be aiuthorized to withhold from production
the proportionate share bf such supervision charges 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) Thét all proceeds from production from the éubject
well which are not disbursed for any reason should be'placed in
escrow to be paid to the true owner thereof upon demand and

proof of ownership. -




{13) That upon the failure of the operatar of said pooled

unit to commence drilling of the well to which said unit is

dedicated on or before (& 31444 Z,(Z§;1~ __~, the order

L LGS0 I 3

whatsoever.,

IT TS THEREFORE ORDERED:

(1) That all mineral ‘interests, whatever they may be, from
the surface down through the Abo formation undexlying the NE/4
of Section 21, ToWnship 5 South, Range 25 East, NMPM, Chaves
County, New Mexico, are hereby pooled to form a standard
'éééz -acre gas spacing and proration unit to be dedicated to a

well to be drilled at a standard location thereon.

PROVIDED HOWEVER, that the operator of said unit shall

commence the drilling of said well on or before the ,4§,P/L—

/983
day of ; , and shall thereafter continue the drilling

of said well with due diligence to a depth sufficient to test

the Abo formation;

PROVIDED FURTHER, that in the event said operator does not

commence the drilling of said well on or before the /é:"

day of f;Lg:kguw«4 ' 19&3,‘0rder (1) of this order shall be
U\

null and void and of no effect whatsoever, unless said operator

obtains a time extension from the Division for good cause shown.

PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencement
thereof, saidkoperator‘shall appear before the Division Director
and show cause why Order (1) of this order should not be

rescinded.




{z) That Depco, Inc, is hecrehy designated the operator of

the subject well and unit.

(3) That after the effective date of this order and within
90 days prior to commencing said well, the oOperator shall
furnish the Division and cach known working interest owner in

the subject unit an itemized schedule of estimated well costs.

(4) That within 30 days from the date the schedule of
estimated well ccsts is furnished to him, any non-consenting
working interest owner shall have the right to pay his share of
estimated well costs to thre operator in lieu of paying his share
of reasonable well costs out of production, and that any such
owner who pays his share of estimated well costs as provided
above shall remain liable for operating costs but éhall not be

liable for risk charges.

{5) That the operator shall furnish the Division and each
known working interest owner an itemized scnedule of actual well
costs within 90 days £ollowing completion of the well; that if
no objection to the actual well costs is received by the
Division and the Division has not objecteé within 45 days
following receipt of said schedule, the actual well costs shall
be the reasonable well costs; provided however, that if thgre is
an objection to actual well costs within said 45-day period the
Division will determine reasonable well costs after public

notice and hearing.

(6) That within 60 days following determination of
reasonable well costs, any non-consenting working interest owner
who 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 estimatéd well costs and shall




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

estimated well costs exceed reasconable 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
costs attributable to each non-consenting
working interest owner who has not paid
his sharc of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him,

(B) As a charge feor the risk involved in the
drilling of the well, 20 _ percent
of the pro rata share of reasonable well
costs attributable to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him,

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

2o

(9) That $ ;3[’6%9 per month while drilling and
$  A3n 82—  per month while producing are hereby fixed
as reasonable charges for supervision (combined fixed rates);
that the operator is hereby authorized to withhold from
production the proporticnate share of such supervision
charges 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-concenting
working interest.

(10) That any unsevered mineral interest shall be
consida2red a seven-eighths (7/8) working interest and a
one~-eighth (1/8) royalty interest for the purpose of
allocating costs and charges under the terms of this order.

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

(12) That all proceeds from production from the subject
- well which are not disbursed for any reason shall immediately
be placed in escrow in Chaves County, New Mexico, to be paid
to the true owner thereof upon demand and proof cof ownership;
that the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the date of
first deposit with said escrow agent.

’ {13) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem
necessary.




DONE at Santa TFe, New Mexico, on the day and year
hereinabove designated.

STATE OF NEW MEXICO
OILL CONSERVATION DIVISION

JOE D. RAMEY,
Director
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