CASE 5666: BELCO PETROLEUM CORP, FOR .
COMPULSORY POOLING AND AN UNORTHODOX
~ GAS WELL LOCATION, EDDY COUNTY, NM
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10000 Olid Katy Road
Suite 100

Houston, Texas 77055
Telephone {713) 932.4700
Cable: BELPETEX

Belco Petroleum Corporation

January 27, 13877 :éé

0il Conservation Commission 3 * 6 AA’L

P. 0. Box 2088
Santa Fe, New Mexico 87501

RE: Belco Douglass Com-1
Section 7, T22S-R27E
Eddy County, New Mexico

Gentlemen:

Pursuant to Order No. R-5209, Case No. 5666, paragraph No. 5
of said Order of the New Mexico 0il Conservation Commission, please
find attached Belcn's itemized schedule of actual well costs for the

Belco No. 1 Douglass Com-1.

Ycurs very truly,
BELCO PETRQLEUM _CORPORATION

Lee G. Nering
Administrative Geologist
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Baywork =
Corapletion/N{.O. Unit =
218 Total Rig Expeaditure - 165,703 11,517 1 .177,220
612 Location - Roads, Row & Damages 6,637 4,500 11,137
204 Contract Professional Services 262 2,203 2,465
210 Misc. Contract Labor 5,895 2,252 8,147
418 Mud & Additives 26,804 26 804
220 Mud Logging
424 Bits 13,194 3,457 16,651
228 Tubular Testing/tnspection 6,559 6,559
230 | CSG/TBG Crews/Tools 4,082 3,020 7,102
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P.O.Box 19234
8707 Katy Freeway
Houston, Texas 77024
Telephone (713) 461-2662
Cabte: BELPETEX

Belco Petroleum Corporation B J
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May 14, 1976
T oo

0il Conservation Commission % Sééé

P. 0. Box 2088

Santa Fe, New Mexico 87501 l Z
RE: Belco Douglass Com-1

Section 7, TZ2Z2S8-R27FE
Eddy County, New Mexico

Gentlemen:

Pursuant to Order No. R~5209, Case No. 5666, paragraph No. 3
of said Order of the New Mexico 0il Conservation Commission, please
find attached Belco's itemized schedule of estimated well costs for
the Belco No. 1 Douglass Com-1.

A copy of the estimated well costs has been sent to each of

the working interests.

Yours very truly,
BELC?VPEEBDLEUM CORPORATION

Lee G. Nering
Administrative Geolbfist

LGN/b
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1 BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
2 Santa Fe, New Mexico
April 14, 1976
3
4 EXAMINER HEARING
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)
6 | IN THE MATTER OF: )
)
7 Application of Belco Petroleum ) CASE
Corporation for compulsory pooling and ) 5666
8 an unorthodox gas well location, )
Eddy County, New Mexico. )
3 9 )
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- 3 15 || For the New Mexico 0il William F. Carr, Esq.
@ 3 Conservation Commission: Legal Counsel for the Commission
8 16 State Land Office Building
Santa Fe, New Mexico
17
For the Applicant: W. Thomas Kellahin. Fsdg.
18 KELLAHIN & FOX
Attorneys at Law
19 50C Don Gaspar
Santa Fe, New Mexico
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MR, NUTTER: We will call Case Nunber 5666.
MR. CARR: Case 5666, application of Belco Petroleunm

Corporation for compulsory pooling and an unorthodox gas well

location, Eddy County, New Mexico.

MR, KELLAHIN: Tom Kellahin of Kellahin and Fox,
Santa Fe, New Mexico appearing on behalf of the applicant and

I have two witnesses to be sworn.

(THEREUPON, the witnesses were duly sworn.)

MARY WARD
called as a witness, having been first duly sworn, was

examined and testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

0. Would you please state your name, by whom you are

employed and in what capacity?

A My name is Mary Ward and I'm employed by Belco

Petroleum Corporation in Midland, I'm a landman.

0. Ms. Ward, have you previously testified before the
Commission?

A No, I naven't.

0. How long have you been employed in the land depart-

ment for Belco Petroleum Corporation?

A, Going on five vyears.
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1 0 And have you made a study of the status of ownership
2 || of the east half of Sebtion 7, the subject matter of this

3 )| particular application?

4 A Very definitely, several years on it.

5 MR. KELLAHIN: If the Examiner please, we tender

6 || this witness to testify as to the status gf ownership for this
7 particﬁlar half section and the notification effort she has

é made to attempt to get joiner of the non-consenting parties.

9 MR. NUTTER: That's fine, go ahead.

10 43 (Mr. Kellahin continuing.) Ms. Ward, would you

11 || please refer to Exhibit Number One which is your plat and

, New Mexico 87501

2-9212

12 )| identify the subject acreage?

porting Service

13 A Exhibit Number One is really a plat showing our

Phone (505) 98

14 || proposed unit in relation to the Eddy County Avalon area.

General Court R

sid morrishk reporting service
(4
No. 122, Santa Fe

¢E.
§ 15 0. The subject area will be the east half of Section
8 6] 7, is that correct?

17 A, That's right.

18 0. All right, please turn to what has been marked as

19 || Exhibit Number Two and identify it?

20 A, Exhibit Number Two is a land plat showing the

21 | various town lots in and outside of the city limits of

22 Carlsbad.

23 0. Would you explain to me what the color code

24 | signifies?

25 A Yes, all of the yellow are town lot and leased

L e —
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1l acreage by Belco. Cities Service you will see in pink,
2| Bennett is in the blue and to the south there. May is this
3 | acreage slashed with Belco. We have a half interest in that

4 )| tract. Southern Union is that small orange bit right over

S|}l there by the gun shed and I've marked FP, compulsory pooling
61l on six town lots. They've not agreed to go with us. Mr. Grace

7] is shown in green, Michael P. Grace and he has not responded

81 to our request.

g 9 Q. Attached to Exhibit Humber Two is a compilation of
&
'E ;% 10 )} the individuals that as of the date of filing the application
iézg 11 || have not participated, is that correct?
§§§§ 12 A, Yes, that's right.
8:%3 13 i ?
-gégg Q. What is the total acreage to be force pooled:
.ggﬁg 14 A, Including Mr. Grace's, forty-two point eight, seven,
'
:; g 15 | thirty-three acres.
g 16 0 And what percentage does that acreage represent to

17 | the total?

18 A Thirteen point five, one, four, seven.

19 0 All right. Please refer to what has been marked as

20 | Exhibit Number Three and identify it beginning with the first

2 letter of correspondence?

22 A Yes, this represents ten out of a hundred and forty,
23 || almost, town lot leases that were not leased to individuals

24 | or companies and so I wrote letters to everyone of them giving

25 || them the choice of either leasing to us or joining with us in
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the drilling of this well or possibly being force pooled. I've
sent everyone of thém a stamped envelope and a second sheet
with a box on it, you know, where they could just check it
and send it back and I did get responses. You can see we have

marked that Southern Union did join and three others that I

wrote to did lease. These were sent registered mail which is

my rext exhibit.

0. Your exhibit dated February 24th, 1976 represents
what?

A, Well, it was proposed. I figured these people
would probably join like working interest with Belco, so I
wrote them a separate letter setting out acreage and percentags

0. And what response did you get from that lettex?

A Everyone is joining except I did not hear from
Mr. Grace.

0. Please refer to what has been marked Exhibit
Number Six, a letter dated March 17th, 19767

a I again wrote to Mr. Grace and sent it registered
mail, which is Exhibit Seven, his receipt, telling him again
about the well and asking him that he join since he did have
quite a few acres in there I thought perhaps he would like to
reconsider.

0 What, if any, response did you get to Exhibit Number
Six?

A The return receipt.

-
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1 MR. KELLAHIN: That concludes our examination of

2| this witness.

4 CROSS EXAMINATION

5 BY MR. NUTTER:

6 0 So actually what is the total outstanding interest

7 Il now, Ms. Ward, that has not been leased ox has not agreed to

8 join?
3 9 A Well, as I said, with Mr. Grace it will be a total
® «
'g .g 0| of forty-~two point eighty-seven, thirty-three acres,
L=
iééﬁ n 0. And that's the list that is included on this exhibit
=R
p= TN
§'§5§ 12 || here?
B4g
o 33 13 A, Yes, I believe I attached that right behind my
@ O 5
el R-T ]
g g=& 14| 1and plat, that says forced pool list,
ESE
=
e -] Q 15 Q Yes.
Da E
g 16 MR, KELLAHIN: Excuse me, that should be an
17l attachment to Exhibit Number Two.
8 MR. NUTTER: And Exhibit Number Two is the plat?
19 MR. KELLAHIN: That's right.
20 MR. NUTTER: Okay.
21 MR. KELLAHIN: I helieve Exhibit Number Two and its
22 [ attachment represent the current status of ownership as of

23| this date. =
24 0. {(Mr. Nutter continuing.) Now, are these tracts
25 | that are identified on the forced pool list shown here on the
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plat, Exhibit Two?

2 A Yes, and you will find six small town lots, Mr,

3 Dunagan, Malicoat, Matteral, Fierro, Ernest and Alvarado, and

4 those are marked FP on there.

5 0. Those are the small tracts that are for these six

61 individuals here?

7 A Yes, that's right, so they are marked FP and Mr.

8|l Grace's, as I said, we thought he might join, that's the

- g 91 green.
8 &%
'E -g 10 0. Now, the blue --
@ $=
goé;ﬁ n A Is C. R. Bennett and he's joined.
.5 Fod
B i=g 12 :
. o 3s& 0 And the orange, they are beth in?
. Bedg
B T 12 A, Yes, sir.
| G S~%
3 o= S8
‘ 5§ 14 0 And the pink is in?
i Q 3S.d
Bog
» T 3 15 A That's right.
w o
8 16 0 And all of the yellow is in because that's Belco?
¥ 17 A That's Belco.
o 18 0. And the other half interest in this Belco tract

19 1 that's crosshatched, is also in?

20 I He has joined, everyone.

21 MR. NUTTER: Are there any further questions of
22 | this witness? She may be excused.

@i (THEREUPON, the witpess was excused.) -

24 MR. KELLAHIN: I call Mr. Lee Nering.
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1 LEE NERING

2 1 called as a witness, having been first duly sworn, was

3 examined and testified as follows:

5 DIRECT EXAMINATION

6 | BY MR. KELLAHIN:

7 ¢ Would you please state your name, by whom you are

8 | employed and in what capacity?

) 3 9 A My name is Lee Nering, I'm employed by Belco Petroleym
2

Q o
-§ 8 10 ) Corporation in Houston, Texas as administrative geologist.
o 3

. 9% .
iégN n 0. Have you made a study of and are you familiar with
5 58

. 5 g;g 12 || this particular application?

. %§§§ '
“§§3 13 A I have.
B S~ §

' ‘oS98 , .
g it 14 0 And have you previously testified as an expert

8

ESz

, - 2 16 | witness and made your qualifications acceptable to the
Ca U

' S 16 || Commission?

E22 ]

17 A I have.
18 MR. KELLAHIN: If the Examiner please, are the

E o 19 || witness' qualifications acceptable?

20 MR. NUTTER: Yes, they are.

21 0. (Mxr. Kellahin continuing.) Mr. Nering, would you
22 || please refer to your Exhibit Number Eight, identify it and
23 || state briefly what we are seeking here?

24 A Exhibit Number Eight is a geological map which

- 25 || illustrates the structural configuration of the northern part
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V' of the Carlsbad-South Morrow Pool area illustrating a structufj
2| at the Morrow level., The subject of the application, the east |
31l half of Section 7 is highlighted. The purpose of the exhibit
41 is to illustrate that the principal structural controlling

5 )i factor in this instarce is an elongated asymmetric anticline
61 and the gentle flank being the east flank and the steeper flan#
7 being the west flank. In previous drilling by Belco and by

8l Cities Service we have determined that the west flank of this

9 | elongated asymmetric structure is an area where the conditions

S
@ &
'é .g 10 || of stratigraphy for the Morrow are subject to some risk.

o3
;égg 1 It can be noted that the proposed location, our

; Eiéfé 12 Douglas No. 1, is located not only on the west flank of this

égg% 13 asynungtric structure but in addition we believe that it will
.ggié 14 be in a saddle area between one of the closuresg on the elongatﬂd
-_-g § 16 | Carlsbad anticline. As such, we feel that geological

é 16 || depictation does portray the risk involved by Belco in

17 || drilling this well.

18 0 Has any other acreage in the immediate area been
19 {{ the subject of previous forced pooling applications before
20 | the Commission?

21 A Yes, Belco has previously applied for forced

22 || pooling for £he west half of Section 5, diagonally to the
23 || northeast of the subject east half of Qection 7, In the

24 | instance of the Jchn Joyce No. 1 which was drilled first

25 | within the west half of Section 5, to our chagrin the well
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instead of being high went low and as such the sand conditions
were very poor. We did encounter shows of gas, however, it
was a dry hole and it was a noncommercial well and as such
was plugged because of its low structural position and poor
quality reservoir sands in the Morrow.

0. What is the order number of that forced pooling,
Mr. Nering?

A The order number for that particular application,

Case Number 5283, Order R-4839.

0. And what was the risk factor assigned in that
Order?
A The risk factor assigned in that case was one

hundred and seventy-five percent.

0. All right, were there any other wells in the area
that were the snbject of forced pooling applications?

A Yes, Belco returned since Belco wasn't convinced
that the west half of Section 5 was void of hydrocarbons, we
determined that we should drili anothe? well aﬁd és-SQEthe
returned to the Commission for a forced pooling again on the
west half of Section 5 and an order was issued for that matter
The well involved is what we refer to today as our Jarvis
Meade No. 1 Well. It was Case Number 5567, Order Number
R-511l1 and the findinygs Ilih that c¢ase was that the wisk factorx
to be determined was two hundred percent.

MR. NUTTER: You nean that was a second forced
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t I pooling ordes for the same west half of the section?

2 A Yes, sir.

3 MR. NUTTER: The first one was for the dry hole?
4 A Yes, sir,

5 MR, NUTTER: I guess it specified where the well

6 || would be drilled?

7 A Yes, it was an unorthodox location in the second
8| case.
3 9 MR. NUTTER: You just re-poocled the whole thing?
o ®
é’ 8 10 A, Correct.
x
g i . o )
mézN 1 0. (Mr. Kellahin continuing.) What is the current
g 558 |
» = §§§ 12 || status of that Jarvis Meade Well? |
yvSs
Q XanZd
; 5(‘5% 13 A Jarvis Meade No. 1 currently is shut in, it is a
Q
N @08
§§%: 14 i commercial completion in the Morrow.
v.g
govw
» o g 16 0 In your opinion what risk factor should be assigned
'; U
8 16 || to the subject well?

17 A I'm recommending that a risk factor of two hundred
jﬂ. 18 | percent be assigned to the current application, the Douglas

19 || No. 1.

20 0. Woull you please refer to what has been marked as

21 || Exhibit No.9 ?

22 a, Exhibit No. 9 is Belco's authorization for expenditufe
23 || for our Douglas No. 1. It illustrates that we are anticipatiﬁﬁ
24 ]| a cost of six hundred and thirty-one thousand dollars for a

- 25 | completed well and four hundred and forty-eight thousand
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dollars for a dry hole.

) What has been Belco's experience with regards to
cost of supervision to be charged during the drilling of a
well?

A Over the past two or three years we have seen an
increase in supervisory costs. I'm recommending in this
instance a supervisory cost of seveﬁteen hundred and fifty
dollars per month to be assigned while drilling the Douglas

1 and a

No. supervisory cost of two hundred and fifty-~five

dollars per month be assigned while producing.

0 Please refer to Exhibit Nunber Ten and identify it?
A, Exhibit Number Ten, I must apologize, the copy
that you have, the stamp didn't appear too well. It is a

photo copy of an aerial photograph. This particular exhibit
is for the purpose of illustrating that we are desirous of
obtaining an unorthodox location for the Douglas No. 1 for
the reason that the orthodox area for the location falls
entirely within a wash area that is subject to flooding and
would pose considerable expense in construction and undoubtedl:

considerable difficulty and much further expense should we

encounter flooding conditions which are prevalent in this

wash.
0. For topographical reasons then, Mr. Nering, where
would you propose to drill your well?

A We have staked a location which is one hundred feet
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b south and east of the permissible orthodox area for the
2§ three hundred and twenty acre unit. This particular location

3] falls within a level agricultural area and we feel that we

4 1 are not endangered at that point by topographic conditions of
5| the wash. I happen to have one small photo which isn't

6 || prepared as an exhibit but if you are desirous of looking at

71 the photo it will show the stake placed on the orthodox

8| location at the extreme southeast corner of the orthodox

i g 8 | permissible &rea, illustrating that that stake came to rest
‘g E ¥ I immediately on the bank of the wash and the photo also
W5
= ;%gg 1Ml illustrates that the wash at this point has been protected by |
; §;§§§ 121 a series of old automobiles and various other types of
PA
} égg% 138 riprap to contain the effects of any flooding conditions. If
j '§;§§£ 14 1 you would like to look at the photo I can pass it down there.
:; § 15 | MR. NUTTER: I might take a look at it.
7§ 18 A By the little red flag the orientation is shown as

17 }] t¢ the northwest.

18 MR. NUTTER: This is sort of across the wash then

19|l in Exhibit Ten?

20 A This is looking to the -- actually it is west-

21 || northwest orientation. You can see the bridge as shown on

22 y the photo.

23 MR. NUTTER: Okavy, normally this wash, I guess,

24 [ doesn't have any water in it?

25 A There are patches of water. It is normally a dry
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' Il wash, yes. However, it does show extreme evidence of severe
2 | flooding at times.
3 MR. NUTTER: Now, this on Bxhibit Number Ten here

4 || where you've got this location staked is in a trapezoidal area

51 that is rather dark shaded, is that a cultivated field of some
6 sort?
7 A Yes, if you would like to observe this, I have

8 | another photo. It is cultivated, yes. We have worked with

S 9| these two gentlemen standing beside the stake in the cultivate#
g
®0 ™
'g .g 10}l area. We have worked with the owner of the cultivated area
g §= . _ _ _ _ .
°°§§2 11| and he does not register a serious objection to our utilizing
NN
E §2§ 12 | the cultivated area. You are looking southeast.
g'ugA
Q %58
; §q2 13 MR. NUTTER: You are looking south towards these
@078
EIEE 14 puildin ?
e gs here?
243
o g 15 A That is correct.
® O
g 16 MR. NUTTER: South of the field here?
17 A It is looking southeast. Your orientation is in

18 fhat direction.

19 MR. NUTTER: Those are the nearest buildings to

20 || this proposed well site?

21 A Yes, sir, they can be seen in the current photo. Th%
22 § photo is guite current, about a year-and-=a-half old and no

23 further residential construction has been conducted in the

24 | time period since the photo was taken.

25 MR. NUTTER: What is the distance from the proposed
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1|l well location to the nearest inhabited dwelling?

2 A. We have taped that out and the distance from the

3l stake to the roadway which lies immediately to the north of

4]l the buildings is four hundred and fifty feet.

5 MR. NUTTER: That's this little road that runs

6 || east and west?

7 A. As you can see on the photo, yes, sir.
8 MR. NUTTER: And that's four hundred and some feet

3 9|l from the location to that road?
8 %
'E .g 10 A. Correct.
g $
°°§§§ H MR. NUTTER: And all of the houses are on the south
-g Baa
B L 12 : £ 2
BELS side of the road?
Sda
_: S 13 A. Yes, sir.

—
£ 38
k= g§ 14 MR. NUTTER: And the houses are more than four
g8z

=
T3 15 | hundred feet?
2 O

m I3 »

b 16 A Yes, they are in the order of -- we did not tape

17} directly up to the building itself but we estimate that the

18 || nearest building, occupied building, is about four hundred and

19 || seventy-five feet from the stake. I might point out that that

20 j| roadway is the city limits of the City of Carlsbad. The

21 || location itself is within the Eddy County area.
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he city limits come up here north of the location?

24 Well, yes, and if you will notice north of the wash,

b7

25 [ just south of the dam on the Pecos, the city limits trend west
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! directly west, over to the railroad tracks, south along the

2l railroad tracks by the dashed line east, then north and a

3 strip, we removed the strip from the original photo for the

41 purpose of clarity.

5 MR. NUTTER: There would be some dots along the
6 road?
7 A Yes, there would ordinarily be. The city limits

8 lie along that road, because we didn't want to obscure what

g 91 lay underneath that tape, we took the tape off.
°§ g 10 MR. NUTTER: Go ahead.
o3
;égg} 11 0 - (M1. Kellahin continuing.) Does Belco desire to
Eigfg 12| be designated the operator of the unit? |
Ez;ié 13 A Yes, Belco recommends that Belco be designated as
8978
'g ?ﬁf 14 || operator of this unit.
ébg 15 0 When will Belco commence the drilling of this well?
% 16 A We are desirous of commencing drilling operations

17 || as scon as possible and we urge the Commission to‘grant an
18 | administrative approval for our unorthodox location based upon
19 || the topographic condition and in respect to that we have a
20 || waiver from the operator offsetting us with production to the

21 || east and production to the south, Cities Service 0il Company.

2 0. Tnat is Exhibit Number Eleven?
23 a. Thac is correct.
24 0 How long do you anticipate it will take you to

25 | complete the well?

1




- T o
Page 18
! A In the order of sixty days.
2 0. I believe the Commission's normal forced pcoling

3| order provides for a well to be completed within one hundred aﬁd
41l twenty days, can you meet that deadline?

5 A Yes, I believe we can.

6 0 Were Exhibits Eight through Eleven either prepared

7 by you directly or compiled under your direction and super-

81 vision?

g 9 A Yes, they were compiled by me with the exception of
&
'g ﬁg 10} the aerial photograph.
i%gg L 0. The aerial photograph?
%;ggg 12 A. Yes, and with the exception of the AFE which was
i§§§ 13| prepared by the engineering department but was under my
'g'ggé 14| supervision
S 54 P .
:; g 15 MR. KELLAHIN: If the Examiner please, we move
3 16 || the introduction of Exhibits One through Eleven.

17 ‘MR. NUTTER: Belco's Exhibits One through Eleven

8| will be admitted into evidence.

19 (THEREUPON, Belco's Exhibits One through
20 Eleven were admitted into evidence.)
2 0. (Mr. Kellahin continuing.) In your opinion, Mr,

22 | Nering, will the approval of this application be in the best
23|l _.terests of conservation, prevention of waste and the

24 | protection of correlative rights?

25 A That is my recommendation.
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MR. KELLAHIN: That concludes our direct examination.

CROSS EXAMINATION

BY MR. NUTTER:
0 Mr. Nering, on your Exhibit Nine, now, this four

hundred and forty-eight thousand dollars, that is the total

of the first column here, that would be the dry hole cost,

is that right?

A Yes, sir.
0 And the completed well would be six hundred and

thirty-one thousand, is that correct?

A Yes, sir, as was previously stated.

0. Is this pretty close to the cost of the wells that
have been completed?

A Yes, this is our best estimate and this is in

keeping with the well that we just recently completed, the

Jarvis Meade No. 1, in spite of the fact that the Jarvis

Meade was deepened to the Devonian. We do have the figures

for the drilling to the Morrow and the Douglas 1 is not

planned as a Devonian test, strictly a Morrow test,

0. It will be a Morrow well?

2 Yes, sir, eleven hundred, six hundred feet.
0. And your recommended combined fixed rate was two

fifty-five for producing and seventeen fifty for drilling,

is that correct?
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! A Yes, sir.
2 MR. NUTTER: Are there any further questions of
31 the witness? He may be excused.
) i
4 (THEREUPON, the witness was excused.)
5 MR. NUTTER: Do you have anything further in this
6| case, Mr. Kellahin?
7 MR. KELLAHIN: No, sir, not in this case.
8 MR. NUTTER: We will take the case under advisement.
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1 MR, NUTTER: We will call Case Number 5666.

2 MR, CARR: Casa 5666, application of Belco Petroleum

3 || Corporation for compulsory pooling and an unorthodox gas well

4 [ Location, Eddy County, New Mexico.

5 MR. KELLAHIN: Tom Kellahin of Kellazhin and rox,

6 || Santa I'e, New Mexico appearing on behalf of the applicant and

711 T have two witnesses to be sworn.

8 (TIIEREUPON, the witnesses were dulv sworn.)

10 MARY WARD

11 || called as a witness, having been first duly sworn, was

12 | examined and testified as follows:

13

Phone (505) 982-9212

14 DIRECT EXAMINATION

15 | BY MR, KELLAHIN:

sid morrish reporting service
General Court Reporting Service
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

16 Q. Would you please state your name, by whom you are

17 || employed and in what capacity?
18 A My name is Mary Ward and I'm employed by Belco
19 || Petroleum Corporation in Midland, I'm a landman.

20 0. Ms. Ward, have you previously testified before the

21 || Commission?

22 A No, I haven't.

23 0 How long have yon been employed in the land depart-
24 || ment for Belco Petroleum Corporation?

26 A Going on five years.
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1 0 And have you made a study of the status of ownership

2 || of the east half of Section 7, the subject matter of this

3| particular application?
4 A Very definitely, several years on it.

MR. XKELLAHIN: If the Examiner please, we tender

this witness to testify as to the status of ownership for this

7 || particular half section and the notification effort she has

‘'made to attempt to get joiner of the non-consenting parties.

3 9 MR. NUTTER: That's fine, go ahead.
& .
8 10 Q (Mr. Kellahin continuing.) Ms. Ward, would you

11 || please refer to Exhibit Number One which is your plat and

12 || identify the subject acreage?

Reporting Service

13 A Fxhibit Number One is really a plat showing our

Phone (505) 982-9212

14 ;| proposed unit in relation to the Eddy County Avalon area.

Cicneral Court
825 Calle Mcjia,'No, 122, Santa Fe, New Mex

15 0. The subject area will be the east half of'Section

sid morrish reporting service

t6 || 7, 1is that correct?

17 A That's right.

18 0. All right, please turn to what has been marked as
19 || Exhibit Number Two and identify it?

20 | T Exhibit Number Two is a land plat showing the

21 || various town lots in and outside of the city limits of

22 Carlsbad.

23 0 Would vou explain to me what the color codae

24 signifies?

25 A Yes, all of the yellow are town lot and leased
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acreage by Belco. Citiles Service you will see in pink,
Bennett is in the blue and to the south there. May is this
acreage slashed with Belco. We have a half interest in that
tract. Southern Union is that small orange bhit right over
there by the gun shed and I've marked FP, compulsory pooling
on six town lots. They've not agreed to go with us. Mr. Gracﬁ
is shown in green, Michael P, Grace‘and he has not responded
to our request.

0 Attached to Exhibit Number Two is a cdmpilation of

the individuals that as of the date of filing the application

have not participated, is that correct?
A Yes, that's riqght.
Q What is the total acreage to be force pooled?

A Including Mr. Grace's, forty-two point eight, seven,

thirty~three acres.

Q And what percentage does that acreage represent to
the total?

A Thirteen point five, one, four, sevan.

0. All right. Please refer to what has been marked as

Exhibit Number Three and ldentify it bheginning with the first

letter of correspondence?

A Yes, this represents ten out of a hundred and forty,

almost, town lot leases that werea not leased to individuals

them the choice of either leasing to us or joining with us in
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il the drilling of this well or pousibly being force pooled. I've

2 | sent everyone of them a stamped envelope and a second sheet

3 with a box on it, you know, where they could just check it

4| and send it lack and I did get responses. You can see we have

5 Il marked that Southern Union did join and three others that I

6 | wrote to did lease. These were sent registered mail which is

7l my next exhibit.

15 [ Mr. Grace.

8 0. Your exhibit dated Februaxry 24th, 1976 represents
g 9|l what?
Q '
[} .
E g 10 A Well, it was proposed. I figured these psople
$ i=
?EEE 11 1 would probably join like working interest with Belco, so I
E §§g 121l wrote them a separate letter setting out acreage and percentage.
v 5
o' %32
_: b 13 0. And what response did you get from that letter?
o o~
gg?“ 14 n Everyone is joining except I did not hear from
gog
=
~ ]
.; g
Y
-]

16 0 Please refer to what has been marked Exhibit

17 || Number 8ix, a letter dated March 17th, 19762

18 A I again wrote to Mr. Grace and sent it registered
19 | mail, which is Exhibit Seven, his receipt, telling him again
20 | about the well and asking him that he join since he did hgve
21 | quite a few acres in there I thought perhaps he would like to

22 || reconsider.

23 0. What, if any, response did you get to Exhibit Number

24 ) six?

25 2. The return receipt.
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MR, ¥ELLAWIN: That concludes cur examination of

this witness.

CROSS EXAMINATION

BY MR. NUTTER:

W] So actually what is the total outatandin¢ interest

now, Ms, Ward, that has not been leased or has not agreed to

join?

A Well, as T said, with Mr. Grace it will be a total

of forty-two point eighty-seven, thirty-three acres.

0 And that's the list that is included on this exhibit

here?
A. Yes, I believe I attached that right behind my

land plat, that says forced pool list,

Q Yes.

MR, XELLAHIN: Excuse ne, that should be an

attachmeht to Exhibit Number Two,

MR, NUTTER: And Exhibit Number Two is the plat?
MR, KELLAHIN: That's right.

MR. NUTTER: Okay.
MR. KELLAHIN: I believe Exhibit Number Two and its

attachment represent the current status of ownership as of

this date.

Q {Mr. Nutter continuing.) Now, are these tracts

that are identified on the forced pool list shown here on the
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plat, Exhibit Two?

A Yag, and you will £ind ~ix small town lots, Mr.

Dunagan, Malicoat, Matteral, Fierro, FErnest and Alvarado, and

those are marked FP on there.

Q Those are the small tracts that are for these six

individuals here?

A Yes, that's right, so they are marked FP and Mr,

Crace's, as I said, we thought he might join, that's the

areen.
0. Now, the blue ~-
A. I8 C. R. Bennett and he's joined.

Q. And the orance, they are both in?

A Yes, sir.
o And the pink is in?
B That's right.

Q And all of the vellow is in because that's Belco?

A That's Belco.
Q and the other half interest in this Belce tract
that's crosshatched, is also in?
A He has joined, evervone.
MR. NUTTER: Are theré any further questions of
this witness? She may be excused.
(THEREUPON, the witness was excused.,)

MR. KELLAHIN: I call Mr. Lee Nering.
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0

1 LER MERING

called as a witness, having been first duly sworn, was

N

3 || examined and testified asz follows:

5 DIRECT EXAMINATION

6 {| BY MR, XDELTAHIN:

7 Q vIould vou please state your nanme, by whon you are

8 | emploved and in what capacity?

3 9 . My name is Lee Nering, I'm employved by Belco Petrole*m
o~
B ©
-g 8 10 || Corporation in Houston, Texas as administrative geologist.
Fod
§= L
iﬁés 1 0 ifave you made a study of and are you familiar with
B ps8
‘gg‘gg 12 I this particular application?
Q .
; §S§’ 13 8 I have.
b—(
g8 -
g 14 s And have you previously testificd as an expert
ESs
- g 15 || witness and made vour qualifications acceptable to the
a5
8 16 || Commission?
17 I I have,
18 MR. KELLAHIN: If the Examiner please, are the

19 || witness' qualifications acceptahle?

20 MR. HUTTER: Yes, they are.

21 0. {(Mr. Kellahin continuing.) Mr. Nering, would you
22 || please refer to your FExhibit Number Right, identify it and
23 || state briefly what we are seeking hora?

24 A Exhibit Number Fight i8 a geological map which

25 || 1llustrates the structural confiquration of the northern part
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T 1 of the Carlsbad-South Morrow Pool area illustrating a structuré
2 | at the Morrow level. The subject of the application, the east
31l half of Section 7 is highlighted. The purpose of the exhibit
4| is to iliustrate that the principal structural controlling

5 1 factor in this instance is an elongated asymmetric anticline

6 | and the gentle flank being the east flank and the steeper flank
7 il being the west flank. In previous drilling by Balco and by

8 Cities Service we have determined that the west flank oi this

elongated asymmetric structure is an area where the conditions

1
©w

3
5 ;§ of stratigraphy for the Morrow are subject to some risk.
;é;g n It can be noted that the proposed location, our
§;§§§ 12 || pouglas No. 1, is located not only on the west flank of this

$Ea
.§§§§ 13| asymmetric structure but in addition we believe that it will
.ggﬁé 14| be in a saddle area between one of the closures on the elongat#d
:g é 15 || Carlsbad anticline. As such, we feel that geological

g 16 [ depictation does portray the risk involved by Belco in

17 § drilling this well.

18 Q Has any other acreade in the immediate area been
19 | the subject of previous forced pooling applications before
20 | the Commission?

21 A Yes, Belco has previously applied for forced

22 | pooling for the west half of Section 5, diagonally to the
23 | northeast of the subject east half of Section 7. In the
24 || instance of the John Joyce No. 1 which was drilled first

25 || within the west half of Section 5, to our chagrin the well
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instead of being high went low and as such tho sand conditions
were very poor, We did encounter shows of gas, however, it
was a dry hole and it was a noncommercial weli and as such
was plugged because of its low structural position and poor
quality reservoir sands in the Morrow.

Q wWhat is the order number of that forced pooling,
Mr. Nering?

A, The order number for that particnlar application,

Case Number 5283, Order R-48139,

4} And what was the risk factor assigned in that

Oorder?

A The risk factor assigned in that case was one
hundred and seventy~five percent.

0 All right, were there any other wells in the area
that were the subject of forced pooling applications?

A Yes, Belco returned since Belco wasn't convinced
that the west half of Section 5 was void of hydrocarbons, we
determined that we should drill another well and as such we
returned to the Commission for a forced pooling again on the
west half of Section 5 and an order was issued for that matter
The well involved is what we refer to today as cur Jarvis
Meade No, 1 Well. It was Case Number 5567, Order Number

R-5111 and the findings in that case was that the risk factor

to be determined was two hundred percent.

MR, NUTTER: You mean that was a second forced
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pooling order for the same west half of the section?

A Yes, sir.

MR. NUTTER: The first one was for the dry hole?
A Yes, sir,

MR. NUTTER: I gqguess it specified where the well

would be drilled?

A Yes, it was an unorthodox location in the second

case.

MR, NUTTER: You just re-pocled the whole thing?
A Correct.
0. (Mr. Kellahin continuing.) What is the current
status of that Jarvis Meade Well?

A Jarvis Meade No. 1 currentlv is shut in, it is a

commercial completion in the Morrow,

Q In your opinion what risk factor should be assigned

to the subject well?

A I'm recommending that a risk factor of two hundred

percent be assigned to the current application, the Douglas

No. 1.

o Would you please refer to what has been marked as
Exhibit No.9 ?

A Exhibit No. 9 1s Belco's authorization for expenditul
for our Douglas No. 1. It illustrates that we are anticipatin
a cost of six hundred and thirtyvone‘thousand dollars for a

completed well and four hundred and forty-eight thousand
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dollars for a dry hole.

Q What has been Belco's experience with regards to

cost of supervision to be charged during the drilling of a
well?

A Over the past two or three vears we have seen an
increase in supervisory costi. I'm recommending in this
instance a supervisory cost of seveﬁteen hundred and fifty
dollars per month to be assigned while drilling the Douglas
No. 1 and a supervisory cost of two hundred and fifty-five
dollars per month be assigned while producing.

0 Please refer to Exhibit Nunber Ten and identify it?

A Exhibit Number Ten, I must apologize, the copy
that you have, the stamp didn't appear too well. It is a
photo 7~opy of an aerial photograph. This particular exhibit
is for the purpose of illustrating that we are desirous of
obtaining an unorthodox location for the Douglas No. 1 for
the reason that the orthodox area for the location falls
entirely within a wash area that is subject to flooding and
would pose considerable expense in construction and undoubtedl%
considerable difficulty and much further expense shcould we
encounter flooding conditions which are prevalent in this

wash,

0 For topographical reasons then, Mr., Nering, where

would ‘you propose to drill your well?

A We have staked a location which is one hundred feet
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' I south and east of the permissiblo orthodox area for the

2 || thres hundrel and twenty acre unit. This particular location
3{ falls within a level agricultura) area and we feel +hat we

4|l are not endangered at that point by topographic conditions of
51 the wash. I happen to have one small photo which isn't

6 | prepared as an exhibit but if you are desirous of looking at
71 the photo it will show the stake placed on the orthodox

8| location at the extreme southeast corner of the orthodox

9 [ permissible area, illustrating that that stake camas to rest

87501

10 | jmmediately on the bank of the wash and the photo also

M {1lustrates that the wash at this point has been protected by

orting Service

12 a gseries of old automobiles and various other types of

13| riprap to contain the effects of anvy flooding conditions., If

Phone: (505) 982-9212

14 | you would like to look at the photo I can pass it down there.

General Ccurt Re
825 Calle Mejia, No. 172, Santa Fe, New Mexico

15 MR. NUTTER: I might take a look at it.

sid morrish: reporting service
P

16 A By the little red flag the orientation is shown as

17 i| to the northwest.

18 MR. NUTTER: This is sort of across the wash thean

19 in Exhibit Ten?

20 A This is looking to the -- actually it is west-

21 || northwest orientation. You can see the bridge as shown on

22 | the photo.

23 MR, NUTTER: Okay, normally this wash, I guess,

24 [ doesn't have any water in it?

25 A There are patches of water. It is normally a dry
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! ) wash, yes., Mowever, it does show extreme evidence of severe

2| flooding at times.

3 MR. NUTTER: W¥Now, this on Exhibit Number Ten here
4 | where you've got this location staked is in a trapezoidal area

51 that 1is rather dark shaded, is that a cultivated field of some

6| sort?

7 A Yes, 1f you would like to observe this, I have

8 | another photo. It is cultivated, yes. We have worked with

% | these two gentlemen standing beside the stake in the cultivated

87501

10 | area. We have worked with the owner of the cultivated area
Ml and he does not reqgister a serious objection to our utilizing

12| the cultivated area. You are looking southeast.

13 MR, NUTTER: You are looking south towards these

Phone (5(5) 982-9212

14 1| buildings here?

sid morrish reporting service
General Court Reporting Servi
825 Calle Mejia, No. 122, Santa Fc,g New ;&‘c':xico

15 A That is correct.
16 MR, NUTTER: South of the field here?
17 A It is looking southeast. Your orientation is in

18| that direction.

19 MR. NUTTER: mThose are the nearest buildings to

20 | this proposed well site?
21 A. Yes, sir, they can be seen in the current photo. Thﬂ
22 || photo is quite current, about a year-and-a-half old and no

23 || further residential construction has been conducted in the

24 || time period since the photo was taken.

25 MR. NUTTER: What is the distance from the proposed




General Court Reporting Service

sid morrish reporting service
825 Calle Mejia, No. 122, S:

nta Fe, New Mexico 87501

Phone (505) 982-9212

10

11

12

13

14

15

16

17

18

19

20

2t

22

23

24

25
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well location to the nearest inhabited dwelling?

A We have taped that out and the distance from the
stake to the roadway which lies immediately to the north of
the buildines is four hundred and fifty feet.

MR, NUTTER: That's this little road that runs
east and west?

A As you can see on the phoﬁo, ves, sir.

MR. NUTTER: And that's four hundred and some feet
from the location to that road?

A Correct.

MR. NUTTER: And all of the houses are on the south
gide of the road?

A Yag, sir.

MR. NUTTER: And the houses are more than four
hundred feet?

A Yes, they are in the order of -- we did not tape
directly up to the building itself but we estimaté that the
nearest bhuilding, occupied building, is about. four hundred and
seventy~five feet from the stake. I might point/out that that
roadway is the city limits of the City of Carlsbad. The

location itself is within the Eddy County area.

MR, NUTTER: Well, now, walt a minute. The exhibit
shows that the city limits come up here north of the location?
A Well, yes, and if you will notice north of the wash,

just south of the dam on the Pecos, the city limits trend west
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V[ directly west, over to the railroad tracks, south along the

2| railroad tracks by the dashed line east, then north and a

3 strip, we removed the strip from the original photo for the

4| purpose of clarity.

5 MR. NUTTER: There would be some dots along the

6 [ road?
7 A Yes, there would ordinarily be. The city limits

81 lie along that road, because we didn't want to obscure what

g 9 || lay underneath that tape, we took the tape off.
'gué 10 MR. NUTTER: Go ahead.
iégg n 0 (Mr. Kellahin continuing.) Does Belco desire to
§;§§§ 12l be designated the operator of the unit?
;E«é% 13 A Yes, Belco recommends that Belco be designgted as
.ggff 14 | operator of this unit.
;; § 15 Q When will Belco commence the drilling of this well?
% 16 L Vie are desirous of commencing drilling operations

17 | as soon as possible and we urge the Commission to grant an

18 || administrative approval for our unorthodox location based upon
19 || the topographic condition and in respect toz that we have a

20 || waiver from the operator offsetting us with production to the

21 || east and production to the south, Cities Service 0il Company.

22 0 That is Exhibit Number Eleven?
23 A That is correct.
24 Q. How long do you anticipate it will take you to

25 || complete the well?
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L A. In the ordexr of sixty days,

2 0 T believe the Commission's normal forced pooling

3| order provides for a well to be completed within one hundred aﬁb
4] twenty days, can you meet that deadline?

5 A Yes, Y believe we can.

6 Q Were Exhibitas Fight through Eleven sither prepared

71 by you directly or compiled under your direction and super-

8 | vision?

S 9 A Yes, they were compiled by me with the exception of
v &
<
s 8 18} the aerial photocraph.

“» O
LA E " ;
B2 q 0. The aerxial photograph?
g 28
- S

. = §§§ 12 A, Yes, and with the exception of the AFE which was
[= T =P
D XA3Y
_; ;4% 13 ) prepared by the engineering department but was under my
B O §
COEEE isi

55z supervision.
803 ,
2 g 15 MR, KELLAHIN: If the Ixaminer please, we move
% 3

8 16 || the introduction of Exhibits One through Eleven.

17 MR, NUTTER: Belco's Exhibits One through Eleven

18 will he admitted into evidence.

19 (THERLUPON, Belco's BExhibits One through
20 " Eleven vwere admitted into evidence.)
21 0. (Mr. Xellahin continuing.) In your opinion, Mr.

22 || gering, will the approval of this application be in the best
23 | interests of conservation, prevention of waste and the
24 || protection of correlative rights?

2% A That is my recommendation.

!
i
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1 MR, KELTAHIN: That concludes our direct examination.
2
3 QROSS EXAMINATION

4 | BY MR, NUTTER:

5 Q Mr. Nering, on vour Exhibkit Wine, now, this four
6 | hundred and forty-eight thousand dollars, that is the total

7l of the first column here, that would be the Ary hole cost,

8 is that right?

3 9 A Yes, sir,

%

g 10 Q And the completed well would be six hundred and

sa L=

552 11| thirty-one thousand, is that correct?

§§§‘ 12 A Yes, 8ir, as was previously stated.

32

g 13 0 Is this nretty close to the cost of the wells that
-

g2

Z o

14 | have been completed?

General Court Re

825 Calle Mejia

16 A Yes, this is our best estimate and this is in

sid morrish reporting service

16 || keeping with the well that we just recently completed, the

17 || Jarvis Meade No. 1, in sgpite of the fact that the Jarvis

18 | Meade was deepened to the Devonian. We do have the figures

19 | for the drilling to the Morrow and the Douglag 1 is not

20 || planned as a Devonian test, strictly a Morrow test,

21 0 It will be a Morrow well?
22 A Yes, sir, eleven hundred, six hundred feet.
23 0. And your recommended combined fixed rate was two

24 fifty-five for producing and seventeen fifty for drilling,

25 | is that correct?




Page___ 20 -
1 .
A Yes, sir,
2 MR. NUTTER: Are there any further questions of
31l the witness? lle may be oxcused.
4 (THERIIUPON, the witness was excused.)
S MR, NUTTER: Do you have anything further in this
6 case, Mr. Kellahin?
7 ‘MR. KELLAHIMN: No, sir, not in this case.
8 MR, NUTTER: We will take the case under advisement.
= 9
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! REPORTER'S CERTIFICATE

2 I, SIDNEY F. MORRISH, a Certified shorthand Reporter,

3| do hereby certify that the foregoing and attached Transcript

4]l of Hearing before the New Mexico 0il Conservation Conmission
5| was reported by me, and the same is a true and correct record

6| of the said proceedings to the best of my knowledge, skill and

71 ability.

10

11

, New Mexico 87501

505) 982-9212

12

porting Service

, Santa Fe,

i do hereby appt
B Y certisf
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2 ﬁﬁﬁ : O11.. CONSERVATION COMMISSION
T, e & STATE OF NEW MEXICO
** P. 0. BOX 2088 - SANTA FE
87501
DIRECTOR LAND COMMISSIONER - STATE GEOLOGIST
JOE D. RAMEY PHIL R. LUCERO EMERY C. ARNOLD

April 28, 1976

Mr. Tom Kellahin
Xellshin & Fox
Attorneys at Law
Post Office Box 1769
Santa Fe, New Mexico

Dear Sir:

Re:

CASE NO. 5666
ORDER NO. R-5209

Applicant:

Belco Petroleum Corporation

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

urs very truly

Jor/£d

Copy of order also sent to:

Hobbs 0CC X

Artesia 0OCC X

Aztec OCC

Other




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, 5666
Order No. R=5209 |

APPLICATION OF BELCO PETROLEUM
CORPORATION FOR COMPULSORY POOLING
AND AN URORTHODOX GAS WELL LOCATION,
EDDY COUNTY, NEW MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION:

: This cause came on for hearing at 9 a.m. on April 14, 1976,
. at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

1 NOW, on this 27t% day of April, 1976, the Commiasion,
. a quorum being present, having considered the testimony, the

record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

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

' subject matter thereof,

i (2) That the apprlicant. Baealco Petroleum Corporation, seeks
: an orxrder pooling all mineral interests in and below the

© Pennsylvanian formation underlying the E/2 of Section 7,
Township 22 South, Range 27 East, NMPM, South Carlisbad Field,

: Eddy County, New Mexico.

! (3) That the applicaat has the right to drill, and proposes
~ to drill a well at an unorthodox gas well location 2410 feet
' from the North line and 560 feet from the East line of said

. Section 7.

: (4) That there are interest owners in the proposed pro=-
| ration unit who have not agreed to pool their interests.

| (5) That to avoid the drilling of unnecessary wells, to

i 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,
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(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~-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 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 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-congenting 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 $1750.00 per month should be fixed as a reason-
able charge for supervision (combined fixed rates) while
drilling; that $255.00 per month should be fixed as a reasonable |
charge for supervision while producing; and that the operator i
should be authorized to withhold from production the propor-
tionate 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
well which are not disbursed for any reason should be placed
in escrow to be paid to the true owner thereof upon demand and

pProot of ownership.

(13) <That upon the fallure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before July 1, 1976, the order poocling said
unit should become null and void and of no affect whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatevar they may be,
in and below the Pennsylvanian formation underlying the E/2 ]
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of Section 7, Township 22 South, Range 27 East, NMPM,

South Carlsbad Field, Eddy County, New Mexico, are hereby

pooled to form a standard 320-~acre gas spacing and proration
.~ unit tc be dedicated to a well to be drilled at an unorthodox
- location 2410 feet from the North line and 560 feet from the
- Bast line of sald Section 7.

PROVIDED HOWEVER, that the operator of said unit shall
commaence the drilling of said well on or before the lst day
of July, 1976, and shall thereafter continue the drilling
of said well with due diligence to a depth sufficient to

- test the Pennsylvanian formation;

PROVIDED FURTHER, that in the event said operator does
not commence the drilling of said well on or before the lst
. day of July, 1976, Order {(l)} of this order shall be null and
: void and of no effect whatsoever; unless sald operator obtains
- a time extension from the Comnission for good cause shown.

8 PROVIDED FURTHER, that should said well not be drilled to
' complets vi, Oor abandonment, within 120 days after commencement
. thereof, said operator shall appear before the Commigsion and

" show cause why Order (1) of this order should not be rescinded.

: (2) That Belco Petroleum Corporation is hereby designated
- the operator of the subject well and unit.

i (3) That after the effective date of this order and
i within 30 days prior to commencing said well, the operator

! shall furnish the Commission and each known working interes:,
owner in the subject unit an itemized schedule of estimated

- well costs,

H (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 w~"". costs out of production, and that any
. such owner who pays his share of estimated well costs as pro-

I vided above shall remain liable for operating costs but shall
not be liable for risk charges.

g (5} That the operator shall furnish the Commission and

' each known working *aterest owner an itemized schedule of

i actual well costs within 90 days following completion of the
well; that if no objection to the actual well costs is received
. by the Commission and the Commission has not objected within 45
ydays following receipt of said schedule, the actual well costs
i shall be the reasonable well costs; provided however, that if

" there is an objection to actual well costs within said 45-day

. period the Commission will determine reasonable well costs
~after public notice and hearing.
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{6) That within 60 days following determination of reason-
able well 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 receive from the operator his pro rata share of
the amount that estimated well costs exceed reasonable well
costs. .

(7) That the operator is hereby authorized to withhold
the following costs and charges from productions

(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, 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 thie operator shall distribute said costs and
charges withheld from production to the parties whc advaaced
the well costs,

{9) That $1750.00 per month is hereby fixed as a reasonable
charge for supervision (combined fixed rates) while drilling;
that $255.00 per month is hereby fixed as a reasonable charge
for supervision while producing; and that the operator is
hereby authorized to withhold from production the proportionate
share of such supervision charge attrib«table 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 unsevered mineral interest shall be conaidered

' a seven=sighths (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 whicih 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,

v R S R i i
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(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall be placed
in escrow in Eddy County, NHew Mexico, to be paid to the true
owney thereof upon demand and proof of ownaership; 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
necessary.

i DONE at Santa Fe, New Mexico, on the day and year herein-
i above designated.

STATE OF NEW MEXICO
OIL CONSERVATICN CO

AL - et

PHIL R. LUCERQ, Chairman

OE D. RAMEY, Merxber & Secretary

dr/




Docket No. 12-76

Dockets Nos., 13-76 and 14-76 are tentatively set for hearing on April 28 and May 12, 1976. Applications for
hearing rust be filed at least 22 days in advance of hearing date.

DOCKET: EXAMINER MFARING - WEDMNESDAY - APRIL 14, 1976

9 A.M. -~ OIL CONSFRVATION COMMISSION CONFERENCE ROV,
STATE_LAXD OFFICE BUILDIJG, SANTA FE, NTW MEXICG

The following cases will be heard before Daniel S. Nutter, Fxaniner, or Richard I.. Stanetu, Alternate Fxaminer:

ALLOWABLE:

CASF._5663:

CASE 5664:

CASE 5665:

pos

<:::::Efjf 5666 :

CASE 5667:

CASE_5443;

CASFE_5446:

(1) cConsideration of the allowable production of gpas for May, 1976, from seventeen prorated pools
in Lea, FEddy, Chaves, and Roosevelt Counties, New Mexico.

(2) Consideration of the allowable production of pas for May, 1976, fronm five prorated pools in
San Juan, Rjo Arriba, and Sandoval Counties, Vew Mexico.

Application of Anne Burnett Tandy dba Vindfohr 04l Company €or 12 unerthodox o{l well locations
and an administrativse procedure, Fddv County, Mew Mexico. Applicant, in the above-styled cause,
seeks approval for the unorthodox location of 12 o1l wells to be drilled to the San Andres forration
at the following locations In the Gravburg-Jackson Unit, Township 17 %outh, Range 30 Fast, tddy
County, New Mexico:

in Section 13: extreme SF/corner of Units F and O, the extrene SW/corner of Unit N, the extrene
NE/corner of Uni{ts J and K, and the extreme NW/corner of Units M, N, 0, and P;

in Section l4: the extreme SE of Unit R; .
in Section 24: the extreme S¥/corner of Unit C and extreme NW/corner of Unit D,

Applicant further seeks the establishment of an administrative procedure whereby the above wells
could be relocated and other similar unorthodox locations approved without notice and hearing.

Application of Mesa Petroleum Company for a dual completion, Fddy County, New Mexfco. Applicart,
in the ahbove-styled cause, seeks approval for the dual completion (conventional) of its Nash Unit
Well YNo. 2, located in Unit F of Section 18, Tovmship 23 South, Ranee 30 Fast, Fddy Countv, Mew
Mexico, to produce gas from the Atoka and Morrow fegrmations through parallel strings of tubine.
Application of Howard Boatwright Company, Inc. for salt water disposal, Fddv County, Yew “exico.
Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the
Delaware forration throuch the open-hole interval from 2979 to 3180 feet in 1its State CS Vell Yo. 1
located fn Unit L of Sfection 17, Township 21 South, Range 27 Fast, Burton Flats Field, ¥ddv “ounty,

New Mexico.

Application of Belco Petroleum Corporation for conpulsory pooling and an unorthodox gas well lecation,
Fddy County, New ‘exico. Applicant, in the above-styled cause, seeks an order pooling all nineral
jaterests in and below the Pennsylvanian formation underlvine the E/Z of Section 7, Township 22

South, Range 27 Fast, Fddy County, New “exico, to be dedicated to a vell to be drilled 2410 feet

fron the North line and 560 feet from the Fast line of sai’ Section 7. Also to be considered will

be the cost of drilling and completing said well and the allocation of the cost thereof, as well

as actual operating costs and charges for supervision. Also to be consilered will be the desiepation
of applicant as operator of the well and a charge for risk involved in drilling said wvell.

Application of Belco Petroleum Coxporation for approval of an unorthodox gas well location, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox loca-
tion of a Morrow test well to be drilled 660 feet from the North line and 1480 feet from the Vest
line of Section 19, Township 21 South, Range 35 Fast, Osudo-‘lorrow Gas Pool, Lea County, New
Mexico, the N/2 of safl Section 19 to be dedicated to the well.

(Reopened)

In the matter of Case 5443 being reopened pursuant to the provisions of Order No. R-4994, which
order established special rules and regulations for the Fast Lusk-Bone Spring 011 Pool, Lea

County, New Mexico, including a provision for 160-acre spacing and proration units. All Interested
parties may appear and show cause why said pool should not be develoved on less than 1l6U-acre

spacing units.

{Reopened)

In the matter of Case 5446 being reopened pursuant to the provisions of Order No. R-4992, which
order established special rules and regulations for the Casey-Strawn Pool, Lea County, New Mexico,
including a provision for 80-acre spacing. All interested parties may appear and show cause why
said pool shauld not be developed on 4Q-acre spacing units.
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[lﬁb

LAt
1 /(EwA ‘ﬁ?\
) VIS A L

H

Mr. Bill Carr
New Mexico 0il Conservation Commission

P, 0. Box 2088
Santa Fe, New Mexico 87501

Re: NMOCC Case No, 5666

Dear Bill:

I am writing to confirm our conversation this
morning with Mr. Dan Nutter of your office whereby
Belco received permission to commence drilling this
subject well at the requested unorthodox well location
2410 feet from the north line and 560 feet from the
east line of Section 7. )

8(/‘/\ f A /( o
W. Thomas Kellahin

CC: Mr. Lee Nering
WTK:kjf
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411 Petroleum Building ( ) !
204 W Teras . y

icland, Texzs 79701

Teiephsre (915) 683.4366

Belco Petroleum Corporation

Beico

E.L.Dunagan, Jr. February 23, 1976
Herman Malicoat
Felix Navarro o
. .Southern Union Gas \O\VRA
. Joe Fierro ‘
James E. Earnest
Frank 6. Alvarado .
Robert W. Hutchins \ee.ze Y-
' d (eased ,
Guitar Estate \es.sc Q. Re: Avalon Prospect
Belco #1 Douglass
E/2, Section 7, T-22-S, R-27-E
Eddy County, New Mexico

Belco Petroleum Corporation proposes to drill an 11,600 ft.
Morrow test to be located approximately 2310 ft. FNL and 660 ft. FEL,
Section 7, T-22-S, R-27-E, Eddy County, New Mexico.

According to‘our information you own
under the captioned section which is curvently unleased.

It is our intention to commence the above referenced test
immediately and we herein offer to purchase an 0il and gas lease covering
your specific interest at a consideration of $200 per net mineral acre for

"a one year primary term lease, and provide for a 3/16 base royalty.

As an alternative, you may wish to join with Belco in the
drilling of this test and pay your proportionate part of the drilling cost.
We estimate the cost to be approx1mate1y $550,000 for a completed producer.
If you should desire to join us, please let me know at your earliest
convenience and I will send you a copy of the proposed Operating Agreement
and an AFE covering the cost of the well for your consideration.

of course you also have the option to elect to be force pooled
in this matter. If this is your preference, I would appreciate your
indicating the same in the space provided below on the enclosed extra
copy of this letter and returning it to me at your earliest convenience.
I am enclosing a stamped, self-addressed envelope for your convenience
in replying.

BEFORE EXAMINER NUTTER
OIL CONSERVATION COMMISSION

Boeo  ExHBIT NO._D
CASE NO.__5¢£4




Page 2
February 23,;}976

We will appresiate your advising us in the very near future
as to your wishes on thi. matter. If you should have any questions, please
feel free to contact me at any time.

Yours very truly,
BELCO PETROLEUM CORPORATION
‘QQC\\% \}\\cxfé_._

Mary Mard
Landman -

Mi/csn

Enclosure
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Beren Corporation
970 Fourth Financial Center
Hichita, Kansas 67202

Cities Service
P.0. Box 1919
fidtand, Texas 79701

Leonard T. May

304B i, Canyon Street
Carlsbad, HM 8322

Gentlemen:

February 24, 1976

Hichael P. Grace
P.0. Box 1418
Carlsbad, M4 88220

R. C. Bennett
P.0. Box 264
itidland, Texas 79701

Re:

Avalon Prospect

Belco #i Douglass

E/2, Section 7, T225-R27E
Eddy County, New HMexico

Belco Petroleun Corporation prososes to drill an 11,880 ft. torrow test to
be Tocated aporoximately 2310 ft. FiL and £50 ft. FEL Section 7, T225-R27E,

Eddy County, Hew Mexico.

Wa propose a proration unit covering the E/2 of Section 7, T225-R2JE, Eddy

County, low ¢ exico

According to our records, the cunership and percentages :stthin the pronosed unit

will be as follows:
Company
Belco Petroleum Corporation
Michael P. Gfice
8eren Corporation
Leonard T. Hay
Citins Sorvice
2. C. dennett
Unleased

~ Total

232.5992

1.26467
5,3337
317.2145

Percentage
73.3255

- 12.8556
8.1473
2.8057

1.6814

lTJJ

| BEFORE EXAM!NER NUTTER

OIL CONSERVATION COMMISSION
EXHIBIT NO. 5

lfielc:a,~
CASE NO.__5ecd




elco #1 Douglass |
Eddy County, itew Mexico
Page 2

He estimate the cost of the completed well to be approximately $550,020. An
AFE will be furnished you as soon as one 1s available.

Should you desire not to participate, please advise us irmediately so that .
disposition of yecur interest can be handled by the consenting parties. The
unleased interest will undoubtly be handled by compulsory pooling and will be
allocated proportionately to the consenting parties. e would of course, be
pleased to consider a farmout of your intercst, should you not care to join.

Ha will appreciate your consideration of this proposal at your earliest convenience.
If :ou plan to join, a copy of the proposed Operating Agreement and AFE will be
furnished you as soon as they are available. Should you have any questions

or comments, please do not hesitate to let me know.

Yours very truly, .
BELCO PETROLEUH CORPORATION

Q\:\v\\:i \J\j AN A..,.
Mary Hard
Landman

M/ csn
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Harch 17, 1976

Michael P. Grace
P.0. Box 1418
Carlisbad, NM 828220

Re: Avalon Prospect
Belco #1 Douglass
E/Z, Section 7, T22S,R27E
Eddy County, Hew Menica

Dear Mr. Grace:

On February 24, 1976, Belco Petroleum Corporation wrote you,
along with others, proposing to drill an 11,609 ft. Morrow test to be
located approximately 2,310 ft. FNL and 660 ft. FEL, Section 7, 7225,
R27E, Eddy County, New Mexico.

We proposed a proration unit covering the £/2 of Section 7,
T22S, R27E. According to our records, as Belco proposed previocusly,
the ownership and percentages within this unit will be as follows:

Company Acreage Percentage
Belco Petroleum Corp. 232.5992 73.3255
Michael P. Grace 40.7799 12,8556
Beren Corporation 25.8443 8.1473
Leonard T. May 8.9000 2.8057
Cities Service 2.4928 . 7858
R. C. Bennett 1.2647 .3987
Unleased _5.3337 _1.6814
Total 317.2146 100.0000

He estimate the cost of the completed well to be approximately
$550,000. An AFE will be furnishad you as soon as one is available, if you
desire to join. We would, of course, be pleased to consider a farmout of
your interest,

? BEFORE EXAMINER NUTTER
OlL CONSERVATION COMMISSION
( Rolen  ExmBT NO._G

i 4




<
age 2

We will appreciate your consideration of this proposal at your
earliest convenience. If you plan to join, a copy of the proposed
Operating Agreement and AFE will be furnished you as soon as possible.
Please et me know, al your earlicst convenience, whether you wish to
join or farmout.

Should you have any questions or comments, please do not
hesitate to call me collect at the above number,

Yours very truly, ‘

BELCO PETROLEUM CORPORATION

Mary Hard
Landman

Mifesn
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b (7] BLLGU PLIROLEUM COLPORA HION w0 |
REV DT, . AUTHGOGRIZATION FOHR EXPENDITURE AL titg 1'5./25 *
,"L‘?_,-[_C_'L(Z_ h PHOFERTY HAMIZ r\_r_ly_!dnl.’u {21) v I)AI'E_('{,]_ e LoCcAanIoti ey
V.23 it Arlan A A e e . kX
. i iy .
18 DOUGLASS #1 1 ey s TN 50000 VL, Sec. 7,
IYPE OF WORK (23) LLnesronm Konmarion | orietbramt | _CoMInAction | MG IVPE
85 - L Ll Carlsbhad, ’
: Development-Gas 11600" Morrow S., Morrow - i Rotary
: $O. CHG. PROSPECY HAME (22) STATE {15) COUNTY [ PARISH [18) :*‘ ______ ’ v_cp_lc_l'_w_:_‘_'_
! ] 2 s (B} 2 33 47 f_.e_ 62 163 CSG. PY. 21172 COMPL, 8o
..1920 Avalon New Mexico ) Lddy
NO MORE THAN NINE DIGITS PER COLUMNAYHOLE DOLLARS ONLY
CES e PROPERTY NO. 1612012 - % 'C'“"C""F/';Oc'qy’i{ Ingow';af?‘sl et
20 INTANGIBLE EXPENSE 24 32 |24 32
18 20
Rig Expenditure
Move In & Out i = -
Drilling 10,000 _rfr@s 11.50 __ /Ft.5115,000
Daywork _ 21 days @ $2750/Day = 53,000
Completion/W.0, Unit__10 days @ $900/bay-=" 9,000
218 Total Rig Expenditure $ 173,000 [$ 9,000 _
612 Location - Roads, Row & Damages 20,000, 2,000 22000
204 Contract Professional Services . 2,000 2,000 4,000
210 Misc. Contract Labor - 3.000 3,000
418 Mud & Additives 30,000 5,000 25,000
220 | Mud Logging 2,000 __ -~ _ 2,000
424 Bits ‘ 10,000 2,000 12,000
228 Tubular Testing/Inspection - 4,000 — 4000
230 CSG/TBG Crews/Tools : - ‘ 3,000 3,000
422 Float Eq., Cent & Scratchers ‘ 1,000 1,000 |2 ooo
420 Cement & Additives — 15,000 7,000 ~ 23,000
236 Pump Truck/Skid Unit Serv. & Cmt. Tools . - - -
222 Coring & Analysis = _ = -
224 Elec. Line - Logs, Perf, Production, Etc. 9,000 2,000 11,000
226 Well Testing - DST, Wireline, Etc. . - 1,000 1,000
512 Eq. Rntls. - Surface/Downhole . 20,000 2,000 22,000
950 Directional Drilling Expense = - o it
234 Transportation - Land - Marine 5,000 3,000 8,000
410 Fuel, Power & Water J-S;_OOO 2) 000 17,000
930 |  Well Stimulation - 7,000 7,000
808 insurance & Bonds : N . _ 3
920 Misc. & Contingency 28, 000 6-;600 34 > C
TOTAL INTANGIBLE EXPENSE S 330,000 $ 61 , 000 § 391,000
_s0._|_cnaG, — LSG6.PT.COST | COMPL.COSY |  TOYAL COST
20 FTANGIBLE EXPENSE 132 736
CSG. & LINER
i’ Drive Ft. NoRs NG /e, =
Co-d, T [oNo R ey -
. Surt. 600 ¢ 16" opes 19-69,r- 5 8,000 |
intr, 1800 £ _10=3/4" opes 1l 3lsse~__ 20,000 |
: Prod. 8000 ¢, 7-5/8" opes 10,73/ = 86,000
: Liner 4000 g, 5" oves_9.60/F. - __ 38,000
426 TOTAL -‘3__1 14,000 I_S_ 38,000 $ 152,000
432 vusing 11500 fp_2-7/8"NWbes__3.20 /Fu-__37,000 | T 37,000 37,000
, 430 WELLHEAD EQUIPT, A000 | 22,000 26,000
! 438 WELL PROD. EQUIPT -SURFACE __ . . - T
' 440 WELL PROD. EQUIPT.-DOWNHOLE ' R 5,000 5,000
1 442 PROD. FACILITIES.- TANKS, EQUIPT. & LINES _ - " 20,000 20,000
1 450 MARINE PLATFORMS e |
’ 452 OFFSHORE PROD. FACIUITIES e - =
i ‘ - TOTAL TANGIULE EXPENSE STTIBO00 T |57122,000 | 5 240,000
\ | [ TOTAL WELL COST S AhB, 000 [$ 183 ) 000 | $-~(_1 31,000

BEFORE EXAMINER NUTTER| - 9c¢F Cond foy i
OIL CONSERVATION COMMISSION 1750 oo Lty
Beleo _exmen no. 7 25 S ek
CASE NO.__JSGé6 b ' /
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State of New Mexico

Cil Conscervation Commission
Box 2088

State Land Office Building
Santa Fe, New Mexico 87501

Gentlemen:

As an offsetting operator to Belcds proposed captioned test,

" Waiver: Roundary Requirements

Rule 104 C. II (a)

Re: Proposed Belzo Petroleum Corp.

Pennsylvanian Morrow Test
2410" FNL, 550" FEL
Section 7, T22S, R27E

S. Carlsbad Morrow Pool
Eddy County, New Mexico

Cities

Service 0il Company has been duly advised by Belco of Belco's application

for approval of said described unorthodox location,

this Waiver is for Belco's proposed Morrow test to be located 550' from
the east line and 2410' from the north line of Section 7, 122S, R27E,

Eddy County, New Mexico,

You are respectfully advised that Cities Service 0il Company waives
any objection to Belco's proposed unorthodox location described above.

BEFORE EXAMINER NUTTER
OIlL CONSERVATION COMMISSION

Belcs  EXHiBIT NO._/7 X
CASE NO.__ 3 GGG

Yours very truly,

CITIES SERVICE OIL COMPANY

I

Wﬁk‘?&?‘oi’
Title

J[Zo/?f

It is understood that

Date
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411 Parrolzum Brilding
234 WL Teers
dicling, Teras 79701

Te! »«phcr* (215) 833.6368

Belco Petroleum Corporation

2elco

E.L.Dunagan, Jr. February 23, 1976
Herman Maliccat

Felix Mavarro

&wﬁmﬁrhﬁmr&nomned

Joe Fierro

James E., Earnest

Frank G. Alvarado

Rebavc~H——Hutch+nsIeascci <L

Luitar—Estate leased Re: Avalon Prospect
Belco #1 Douglass
E/2, Section 7, T-22-S, R-27-E
Eddy County, New Mexico

Peircleun Cornoration proposes to drill an 11,600 ft.
Tocated approx1mate1y 2310 ft. FNL and 660 ft. FEL,

Be
t pe
2-S, R-27-E, Eddy County, New Mexico.

1co

Morrow test tc b

Section 7, T-2
According to our information you own

under the captioned section which is currently unleased.

It is our intention to commence the above referenced test
immediately and we herein offer to purchase an 0il and gas lease covering
your snecific interest at a consideration of $200 per net mineral acre for
a one year primary term lease, and provide for a 3/16 base royalty.

As an alternative, you may wish to join with Belco in the-
drilling of this test and pay your proportionate part of the drilling cost.
We estimate the cost to be approximately $550,000 for a completed producer.
If . _u should desire to join us, please let me know at your earliest
convenience and I will send you a copy of the proposed Overating Agreement
and an AFE covering the cost of the well for your consideration.

0f course you also have the option to elect to be force pooled
in this matter. IT this is your preverance, I would appreciate your
indicating the same in the space provided below on the enclosed extra
copy of this letter and returning it to me at your earliest convenience.
I am enclosing a stamped, self-addressed envelope for your convenience

in repiying.

BEFORE EXAMINER NUTTER
OIL CONSERVATION COMMISSION

Ba\ep  EXHIBIT NO. 3
-YA44

CASE NO.




Page 2
February 23, 1976

We will appreciate your advising us in the very near future
as to your wishes on this matter. 1f you should have any questions, please
feel free to contact me at any tima.
Yours very truly,

BELCO PETROLEUM CORPORATIO:

'§<3\oo2§ \kaccféx._
tary Vard

Landman
i/ csn

Enclosure
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February 24, 1976

Beren Corporation Hichael P. Grace

970 Fourth Financial Center P.0O. Box 1418
Wichita, Kansas 67202 , Carlshad, H4 88220
Cities Service R. C. Bennett

P.0. Box 1919 P.0. Box 254
ttidland, Texas 79701 - iidland, Texas 79701

Leonard T. May
3348 . Canyon Street
Carlsbad, WM 88220

Re: Avalon Prospsct
Belco #1 Douglass
E/2, Section 7, T22S-R27E
Eddy County, hew iexico

Gantlemen:
3oico Patrolaum Corporation presoses to drili an 11,800 vi. lMorrow tast to

be iocated approvwmate]y 2310 ft. FAHL and 550 Tt. FEL, Section 7, T225-R27E,
Eddy County, Hew Maxico. .

e propose a proration unit covering the E/2 of Section 7, T22S-R27£, Eddy
County, Hew Mexico. .

According to cur records, the cwnersnip and nercentages :ithin the oroposed unit
will be as follows:

Company Acreaas Percentage

B8alco Petroteum Corporation 232.5952 73.3255
iichael P. Grace 40,7793 12.8556
Seren Corporation 25.8443 8.1473
Leonard T. Hay | 8.9000 2.8057
Cities Sarvica 2,597 L7358
3. C. .Dennett _ 1.2547 . 3287
Unleased _5.3337 _1.6814
Total 3 85 107.0030 -

BEFORE EXAMINER NUTTER
ou. CONSERVATION COMMISSION

R4\ co EXHIBIT NO.
CASE NO. S66L
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E21co #1 Joug]ass
- E2dy County, ilew Mexico
Paga 2

W2 estimate the cost of the completed well to be approximately $550,009, An
AFE will be furnished you as soon as one is available, o

Shiould you desire not to participate, please advise us immediately so that
dispoasition of your interest can be handled by the consenting parties. The
unlaased interest will undoubtly be handled by compulsory noo?1rg and will be
allocated pros ort1onate]y to the consenting parties. e would of course, be
pleased to consider a farmout of your interest, siould you not care to join.

Ha ~1II appraciate your consideration of this prcposal at your earliest convenience.
If you plan to join, a copy of the proposad Operating Agreemen+ and AFE yill be
fU”‘1>Ped you as soon as Lhej are available. Should you have any quastions

or comments, please do not hesitate to let me know.

Yours very truly,
BELCO PETROLEUH CORPORATION

MWovey Waxd

Mary Ward
Landman

¥3i/csn
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March 17, 1976

tiichael P. Grace
P.0. Box 1418
Carlsbad, N4 88220

Re: Avalon Prospact
Belco #1 Douglass
E/2, Section 7, T22S,R27E
Eddy County, Hew Mexica

Dear Mr. Grace: ' i

On February 24, 1976, Belco Petroleum Corporation wrote you,
along with others, proposing to drill an 11,600 ft. Morrow test to be
located approximately 2,310 ft. FiL and 660 ft. FEL, Section 7, T22S,
R27E, Eddy County, New Mexico.

He proposed a proration unit covering the E/2 of Section 7,
T22S, R27E. According to our records, as Belco proposed previously,
the ownership and percentages within this unit will be as follows:

Company ’ Acreage Percentage
Belco Petroleum Corp. 232.5992 73.3255
Michael P. Grace 40.7799 12.8556
Beren Corporation 25.8443 ' 8.1473
Leonard T. May 8.9000 2.8057
Cities Service 2.4928 . 7858
R. C. Bennett 1.2647 . 3987
Unleased 5.3337 _1.6814
Total 317.2146 100.0C00

We estimate the cost of the completed well to be approximately
$550,000. An AFE will be furnished you as soon as one is available, if you
desire to join. ‘e would, of course, be pleased to consider a farmout of

your interest.

|
BEFORE EXAMIN

AINER NUT
OlL CONSERVAT!ON COMM:SS.'T(;EJR

=d\co ExHBIT No, ¢
CASE No._ SCé o




Bige 2

We will appreclate your consideration of this proposal at your
earliest convenience. If you plan to join, a copy of the proposed
Operating Agreement and AFE will be furnished you as soon as possible.
Please ‘Tet me know, at your earliest convenience, “inether you wish to

join or farmout.

Should you have any questions or comments, please do not
hesitate to call me collect at the above number,

Yours very truly,

BELCO PETROLEUM CORPORATION

Mary Hard
Landman

tid/csn
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BEIEION |‘"“"| GLLGU PETROLLUM CORPORATION comane | b |

P . . - - - g e - A
REV OT. AUTHORIZATIOM FOR EXPENDITUREL AL 1O 15025
4, L/}
- (A CHG, PROPEMRTY HAM o HUMBER (27} AU, DAILC {5} LOCAFIOH 121} :
RN B AT EPART e T o . o
. 2410 FNL & 560" FEL, Sec. 7
18 DOUGLASS #1 - . ) if,, Sec. 7,
[-22-5, R=27-1
TYPE OF \WOKRK {23} _Nl: DEPFPFM (8) FORMATION FIELD NAME : CONTITNACTORN IG TYPE
66 88)89 36 «—:—-~--~—~——- 0
Carlsbhad, ]
| Developnent-Gas 11600" Morrow 5., Morrow - J’ Rotary
i 50, CHG, PROSPECT HAME (22) ’ STAGTE {15) COUNTY [ PARISY {15} e COl!‘:_\V 1. -
! 1] 2 3 it 32 33 47 13ag . 62 €63 CSG_PTY. TV [T2 COMPL. 80
, "192‘_1 Avalon New Mexico bddy

NO MORE THARN NINE DIGITS PER COLUMNAWHOLE DOLLARS ONLY

FEsEsE PROPERTY NO. 7412012 - ;{-CS—G'—‘;»"%‘OC—%'—;; A '5~°3"’~:‘3i“151 o Rl
20 INTANGIBLE EXPENSE 24 32 {24 32
18 20
Rig Expenditure
Move In & Out ) =
Drilling__10, 000 Fe@®$ il.50 - /FL5115,000
Daywork _21 days @ $2750/bay = 58,000
Completion/W.0. Unit__10 days @ $900/bay =" 9,000 : .
218 Total Rig Expenditure $ 173,000 $ 9,000 5 182,000
612 Location - Roads, Row & Damages 20,000 2,000 22000
204 Contract Professional Services 2,000 2,000 4,000
Y10 Misc. Contract Labor - 3.000 ..3,000
418 |  Mud & Additives 30,000 5,000 |___ 35,000
220 Mud Logging . 2,090 ~ 2,000
424 | Bits. - 10,000 2,000 | __._12,000 |
228 Tubutar Testing/tnspection _ - 4,000 - 4,000
230 CSG/TBG Crews/Tools : : - ) 3,000 1. GO0
422 Float Eq., Cent & Scratchers . 1,000 1.000_
420 Cement & Additives 15,000 7,000 23,000
236 Pump Truck/Skid Unit Serv. & Cmt. Tools - - - -
222 Coring & Analysis - - -
224 | Elec. Line - Logs, Perf, Production, Etc. : 9,000 2,000 11,000
226 Well Testing - DST, Wireline, Etc. - 1,000 1,000
512 Eq. Rntls. - Surface/Downhole 23,9000 2,000 22,000
950 Directionat Drilling Expense - = -
234 Transportation - L and - Marine __ 5,000 3,000 8,000
410 Fuel, Power & Water 15,000 2,000 17,000
930 Well Stimulatiun - 7,000 7,000

808 Insurance & Bonds :
920 Misc. & Contingency 28,000 6,000 34,0

TOTAL INTANGIBLE EXPENSE 5 330,000 *$ 61,000 $ 391,000
_SO._{ CHG. _ CSG_PT. cOSY_ | COMPL. COST_ _|  TOTAL COST
TANGIBLE EXPENSE ‘ 732 736
CSG. & LINER
Driyo . i C.0&3% e
Cond. Ft. . oDes /F1. =
Surf. 400 ¢, 16" _ opoes 19.69/r - _$ 8,000

fntr, 1800 Fc  10-3/4" 0D@$ 11,31 /F = 20,000 .
Pros. 8000 ¢ 7-5/8" opes 10.73/F - . 86,000

4000 ¢, 5" oves_9.60/. - __38,000

Liner

: 476 TOTAL $ 114,000 $ 38,000 $ 152,000
' 432 TueinGg 11500 . 2-7/8"Elbes_ 3.20 /Fr=__ 37,000 - 37,000 37,000
' 430 WELLHEAD EQUIPT, 4,000 22,000 26,000
4383 WELL PROD. EQUIFT.-SURFACE - - =
440 WELL PROD. EQUIPT.-DOWNHOLE - ) 5,000 5,000
: 442 PROD. FACILITIES-TANKS, EQUIPT. & LINES - 20,000 20,000
450 MARINE PLATFORMS - - ~
j 452 OF FSHORE PROD. FACILITIES —- - - -
i t — Ly N § e g e e e v y ¥ v
(1 TUTAYJANGIPLE FATENSG - ~ GGG UGG e, YUY ety UUL
J ' N 7 Y TOTAL WELL COST 5 448,000 $ 183,000 $ 631,600
» L0 TS — ;
H ‘r"‘ "\
¥ e '(,‘ ) . - :r
, f QL & BEFORE EXAMINER NUTTER
‘ oo\ 1% . -
: /\(:‘;’O , AN \1 OIL CONSERVATION COMMISSION
Lo N e Beks  exHmir NO.__§
LN LT CASE Mo, SCGG
AN /k CASE NO.___J. '
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State of New Mexico

0i1 Conservation Comnission
Box 2088

State Land Office Building
Santa Fe, New HMexico 87501

' Waiver: Boundary Requirements
Rule 104 c. IT (a)

Re: Proposed Belco Petroleunm Corp.

24190 FNL, 550! FEL

Section 7, T22s3, R27E

S. Carlsbag Morrow Pool

Eddy County, New Mexico
Gentlemen:

Service 0ji1 Company hag been duly advised by Belco of Belco's application
for approval of gaig described unorthodox location, 1t is understood that
this Waiver ig for Belco's Proposed Morrow test to be located 550! from
the east lipe and 2410 frop the north line of Section 7, T22s, R27E,

Eddy County, New Mexico,

You are respectfully advised that Cities Service 0il Company waives
any objection to Belco'sAproposed unorthodoy location described above,

Yours very truly,

CITIES SERVICE OIL COMPANY

B

B

——————————

Title

3[11/7( ‘ _

—
Date

BEFORE EXAMINER NUTTER
OIL CONSERVATION COMMISSION

st 1/
Bela _wxuiy NO._ 1/ .
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T Luican [ BLLGOU PLITROLEUM CORPOIRA 101 e |0y |
- REV m‘.,"_;.“_“_'___ AUTHORIZATION FOR EXPLENDITURE ALY tiey .._Lﬁj_L')__:.__
‘io._,‘v CHG rrRoreErRTY HA"-_CLYI\_H‘I_J‘EJ.EIIZM {27} - I -f\U fH,l)l\l.C (6] LOCATIOMN {2,}
1 2 5 11 371118 A A S
o 2410 FNIL & 560" VL .
18 DOUGLASS #1 ; 1222-5, H-27-1 Fib See. 7,
TYPE OF WORK (23] __P.OEPTH (8} FORMATION FIELL HAME | <ONTHACTOR rG TYPE
.‘ 66 —— 8482 ¢ Carlsbad,
| Developnent-Gas 11600’ Morrow S., tlorrow - ; Rotary
' SO. CHG. PIROSPECY NAME (22]) L STATE {15} COUNTY {PASIISH {18) B ‘coltp_y_.w“"«w_-_-
: A 2| 5 L 32 33 ayjas 62 [£3 CSG.PT. 21132 compL L L]
! ”19m Avalon New Mexico , Eddy
NO MORE THAN NINE DIGITS PER COLUMNWHOLE DOLLARS ONLY
TR U PROPERTY NO. 2412012 €3G FI COST ] _COMPL COSY | YOTALCOSY_
1 2| s T 3 21 730 23 |21 734 23
20 INTANGIBLE EXPENSE 24 32 |24 1z
18 20
Rig Expenditure
Move In & Qut : : =
Dritling 10,000 FrL@s 11.50 /F1.$115,000 _
Daywork _21 days @ $2750/Day , = 58,000
Completion/W.0. Unit 10 days @ $900/bay-= 9,000 ‘ .
218 Total Rig Expenditure . $ 173,000 1S 9,000 |5 182,000
612 Location - Roads, Row & Damages 20,000 2,000 22,000
204 Contract Professional Services 2,000 2,000 4,000
210 tMisc. Contract Labor - 3,000 3,006
418 |  Mud & Additives 30,000 5,000 _|__ 35,000
220 Mud Logging 2,000 - 2,000
424 Bits 10,000 2,000
228 Tubular Testing/Inspection - 4,000 4,000
230 CSG/TBG Crews/Tools N i 3,000 3.000
422 Float Eq., Cent & Scratchers : 1,000 1,000
420 Cernent & Additives 15,000 2..000 23,000
236 Pump Truck/Skid Unit Serv. & Cmt. Tools = - -
222 Coring & Analysis . - = -
226 Elec. Line - Logs, Perf, Production, Etc. N 9,000 2,000 11,000
226 Well Testing- DST, Wireline, Etc. - 1,000 1,000
512 Eq. Rntls. - Surface/Gownhole 29,000 2,000 22,000
950 Directional Drilling Expense = - -
234 Transportation - Land - Marine 2,000 3,000 8,000
410 Fuel, Power & Water 15,000 2,000 17,000
930 | Well Stimulation - 7,000 7,000
808 Insurance & Bonds
920 Misc. & Contingency 28,000 0,000 34,000
TOTAL INTANGIBLE EXPENSE § 330,000 $ 61,000 | $ 391,000
Tso..|.cna. €3G, ¢1.COST_ | _COMPL CGST_ _|__ TOTAL COST
2 TANGIBLE EXPENSE 732 736
CSG. & LINER
Drive _____ Fr ... . D73 S i
i Cond. F1. e LOD@S P
i Surt, 400 . 16" 006s 19.69 k.- _§ 8,000
; Inte. 1800 pr._10-3/4"_opes_Ll.3l/r.-_ 20,000 |
: Prod. 8000 ¢ 7-5/8" opes 10.73/k -__86,000 .
, Liner 4000 ¢, 5" oves _9.60/. -__38,000
| 426 TOTAL : $ 114,000 $ 38,000 $ 152,000
' { 432 yusinG 11500 f_2-7/8"EWbes__3.20 /Fi=__ 37,000 - 37,000 37,000
r; , 430 | WELLHEAD EQUIPT, 4,000 22,000 26,000
SR : 438 WELL PROD. EQUIPT..SURFACE " - -
440 | WELL PROD. EQUIPT..DOWNHOLE - 5,000 5,900
442 PROD. FACILITIES.TANKS, EQUIPT. & LINES - 20,000 2Q,000
450 MARINE PLATFORMS = - -
, 452 OFFSHORE PROD. FACILITIES e g =
- - TOTAL TANGIBLE EXPENSE S118,000 S 127,000 S 240,000
: I ' == TOTALYITLL 05T L Ah 8, U0 5§ 083,000 15 030,000 g
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State of New Mexico

0il Conservation Commission
Box 2088

State Land Office Building

Santa Fe, New Mexico 87501

" Waiver: Boundary Requirements
Rule 104 C. II (a)

Re: TProposed Belco Petrcleum Corp.
Pennsylvanian Morrow Test
2410' FNL, 550' FEL
Section 7, T22S, R27E
S. Carlsbad Morvow Paol
Eddy County, New Mexico

Gentlemen:

" As an offsetting operator to Belcds proposed captioned test, Cities
Service 0il Company has been duly advised by Belco of Belco's application
‘for approval of said described unorthodox location. It is understood that
this Waiver is for Belco's proposed Morrow test to be located 550' from
the east line and 2410' from the north line of Section 7, T22S, R27E,

Eddy County, New Mexico.

You are respectfully advised that Cities Service 0il Company waives
any objection to Belco's proposed unorthodox location described above.

Yours very truly,

CITIES SERVICE OIL COMPANY

Ll

ANAGER PRODUCHON-——
. REGION
SeUIbY ISR

Title

3,/31/ 74 _

Date
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FORCE POOL LIST

Nare Address Description Acres

£. L. Dunzgan, Jr. 1407 Orchard Lane

Carlsbad, Mew Mexico 88220 Part of Tract 5, Dark Canyon Subdivision .8280
rerman Maliceat 1904 Bindel Drive _

Carlsbad, iew Mexico 88220 Lot 17, Block 1, Bindel .2400
Felix Navarro 1918 Bindel Drive

Carlsbad, New Mexico 88220 Let 29, Block 1, Bindel .3850
oos Fierrs 408 Soper

Carlsbad, :New Mexico 88220 Let 13, Block 2,-Bindel WRIuexul e .1800
Jamnes £. farnest 473 Juanita Street

Carisbad, New Mexico 88220 Lot 4, Block 1 #5 Riverview .2204
Frank G. Alvarado 1828 Parkdale Way ‘

San Jose, California 95122 Lot 17, Block 1, Bindel .2400

715 N. Happy Valley Road

Carlsbad, New Mexico

88220

(Summers) Blk. 4, Bindel 2.6300

(Garrett and Williams)

Lots 4,6,8,10,N/2 i2, Blk. 183;

Pt. Nw/4 SE/4 Sec. 7, Pt. Lot 17 14,7400
(Gregory) Tract 4, Dk. Canycn 8.5000
\Grube) Tract 33 L4132

Mitchell) Pt. Tract 4,SW/4 NE/4 L4600

(
(May) Tract 10, & Lots 1,3 Bindel 1.500C




Michael P. Grace Leases con't

(Bryan and Childress)

Tracts 12, 4,6,7,8,9, Bindel 8.0000 M
(Wood) Lots 21, 23,25,27,29, M
Blk. B, Phenix 1.0000 w
(Garrett) Lot 2, N/2 Lot 12, . m
BTk. 183, Bock 1.5200 :
(Mc Closkey) Tract out of Sk/4 m
NE/4& outside city limits 1.7400 M
(Hunt) Lot 14, Bincel .4161

lLots 16,18,20,22,
Blk. 2, Bindel
(owned by Grace in fee) 1.0606
40.7799 40.7799

- —

TOTAL J——
“ORCE POOL  (_ 42.8733




Name

Address

FORCE POOL LIST

Description

Acres

E. L. Dunegan, Jr.

Herman Malicoat

Joe Fierrg
Jamies €. farnost

Frank G. Alvarado

'

“ichael 7. Grace

1407 Orchard Lane
Carlsbad, New Mexico

1804 Bindel drive
Carlsbad, New Mexico

1918 Bindel Drive
Cerlsbad, Hew Mexico

408 Soper
Carlsbad, New Mexico

4313 Juanita Street
Carlsbad, New Mexico

1828 Parkdale Way
San Jose, California

88220

88220

88220

88220

88220

95122

715 N. Happy Valley Road
Carisbad, New Mexico 88220

Part of Tract 5, Dark Canyon Subdivision

Lot 17, Block 1, Bindel

Lot 29, Block 1, Bindel

Lot 13, Block 2, Bindel R exvtew

Lot 4, Block 1 #5 Riverview

Lo

ct

17, Block 1, Bindel

(Sunmers) Blk. 4, Bindel
(Garrett and Williams)

Lots 4,6,8,10,N/2 12, BTk. 183;
t. NW/4 SE/4 Sec. 7, Pt. Lot 17
(Gregory) Tract 4, Dk. Canyon
(Grube) Tract 33

(Mitchell) Pt. Tract &,SW/4 NE/4

(May) Tract 10, & Lots 1,3 Bindel

2.6300

14.7400
8.5000
4132
.4600
1.5000

.8280

2400

.3850

.1800

.2204

. 2400

b




Michae! P. Grace Leases con't o

(Bryan and Childress)

Tracts 12, 4,6,7,8,9, Bindel 8.0000 M
(Wood) Lots 21, 23,25,27,29, |
Blk. B, Phenix 1.0000 ‘

!
;
;
d

(Garrett) Lot 2, N/2 Lot 12,

Blk. 183, Bock 1.5200 M
{Mc Closkey) Tract out of SW/4 |
NE/4 outside city Timits 1.1400 m
(Hunt) Lot 14, Binde] 4161 M

Lots 16,18,20,22,
Blk. 2, Bindel
(owned by Grace in fee)

o
(o]
o
o

-
:

]
(o
~
~)
N
Y]

40.7799

TOTAL
FORCE POOL 42.8733




Mr. E. L. Dunagan, Jdr.
Page 2
February 23, 1976

We will appreciate your advising us in the very near future
as to your wishes on this matter. If you should have any questions, please
feel fres to contact mz at any time.

Yours very truly,

BELCO PETROLEUM CORPORATION -

‘\(\0\\:3‘ \U&YL
Hary Yard
Landman
F/csn
- Enclosure

[:::::] I will lease my interest 76 Belco.
O I I prefer to join in drilling this test.

~s1 1 prefer to b2 force poolad.




Hr. E. L. Dunagan, Jr.
Page 2
February 23, 1976

We will appreciate your advising us in the very near future
as to your wishes on this matter. If you should have any questions, please

feel free to contact m2 at any time.

Yours very truly,

BELCH PETROLEUM CORPORATIOMN

-‘\(\ 0\'\:&_ \)\) [« 4 é__
Hary Ward
Landman

I/csn

Enclosure

[:;, | 1 will lease ny interest to Belco.

' L | 1 crefer to join in drilling this test.

——

~/~"| 1 prefer to bz force pooled.
N
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KELLAHIN AND FOX

ATTORNEYS AT LAW
600 DON GASPAR AVENUE
POST OFFICE BOX 1760

JASON W. KELLAHIN

ROBEAT E.FOX SANTA FE, NEW MEXICO 87501

W.THOMAS KELLAHIN Tc;sPHoN_l_: ee2-431s
) ARZA CODE BOS

March 16, 1976

Mr. Bill Carr
0Oil Conservation Commission
P. 0. Box 2088
Santa Fe, New Mexico 87501

Re: Belco

Dear Bill:

Please find enclosed for filing an application
in behalf of Belco Petroleum Corporation for forced
pooling of the B/2 of Section 7, T22S, R27E N.M.P.M,,

Eddy County, New Mexico.
Please schedule this hearing for April 14, 1976,

Vexrg—truly yours,

/ "T’La AN
omas Kellahin

CC: Mr. Lee Nering
Mrs. Mary Ward

WTK:k3jf

Enclosure

3 / 24 [ 76
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Caue SEEY

BEFORE THE

OII, CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF BELCO PETROLEUM CORPORATION
FOR COMPULSORY POOLING, FEDDY
COUNTY, NEW MEXICO.

APPLICATTION

COMES NOW, BELCO PETROLEUM CORPORATION, as provided by
Section 65-13-4, lew Mexico Statutes Annotated, 1953, as
amended, and applies to the 0il Conservation Commission of
New Mexico for an order pooling all the mineral interxest in
and under the E/2 of Section 7, Township 22 South, Range 27
East, N.M.P.M., Eddy County, New Mexiéb in férmétions of

Pennsylvanian age or older, and in support thereof would show

the Commission:

1. Applicant is the owner of the right to drill and
develop the following described acreage: E/2 of Section 7,

Township 22 South, Range 27 East, N.M.P.M., Eddy County, New

Mexico.

2. Applicant has obtained voluntary agreement for pooling
from all but the persons named below, whose addresses, and

the interest owned according to applicant'c information and

belief are as follows:

NAME ADDRESS INTEREST IN
ACRES
E. L. Dunagan, Jr. 1407 Orchard Lane .8280

Carlsbad, New Mexico
88220




Herman Malicoat 1904 Bendall Drive
Carlsbad, New Mexico
88220

Felix Navarro 1918 Bendall Drive
Jarlsbad, New Mexico
88220

Joe Fierro 408 Soper
Carlsbhad, New Mexico
88220

James L. Ernest 413 Juanita
Carlsbad, New Mexico
88220

Frank G. Alvarado 1828 Parkdale Way
San Jose, California
95122

Cecil Layman Ballard 1816 South Bendall Street . 3850
Carlsbad, New Mexico
88220

Michael P. Grace 715 North Happy Valley Road 40,7799
Zarlsbad, New Mexico

(12 separate lots 88220
totalling 40.7799)

TOTAL 43.2583

3. As required by the provision of Commission Rule 104,
,éppllcant proposes to dedicate the E/2 of Section 7, T22S,
{kgé‘§R27E, N.M.P.M., Eddy County, New Mexxgoj}o a well to be drilied

5 4 ;at a standard location approx1mate1y‘3ﬂﬁfb feet from the North

L i ,
\}..A E 5“{ o
év Line and 6&6- feet from the East line of said section to test
Eﬁf the Morrow formation.

. Applicant roguesis that it be designated operator of

o

the pooled unit requested above.

5. Applicant has been unable to obtain voluntary agree-
ment from the pooling of the unpooled interest indicated in

paragraph 2 above, and in order to avoid the drilling of

unnecessary wells, to protect correlative rights, and to prevent

o b
[ SRR AR

B T -
)
<




Cian 566L

waste, the Commission should pool all interests in the said
unit.

6. Applicant further requests for a provision for
a period of 120 days from the date of the order in which to

commence subject well.

WHEREFORE, applicant respectfully requests that the
Commission set this matter for hearing before the Commission's
duly appointed examiner, and that after notice and hearing as
required by law, the Commission enter its order pooling all
interest underlying the E/2 of Section 7, T22S, R27E, N.M.P.M.,
Eddy County, New Mexico, and designating applicant as operator
of the pooled unit, together with provisions for applicaﬁt
to recover its costs of driliing and completing the well, a
reasonable charge for supervision, a risk factor in the amount
of 200%, all to be recovered out of production, and for such
other and further provisions as may be proper in the premises.

Respectfully submitted,

BELCO PETROLEUM CORPORATION

. 7

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

Attorneys for Applicants

I
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BEFORE THE

OIL CONSERVATION COMMISSION OF HNEW MEXICO

I THE MATIER OF THE APPLICATION
OF BELCO PETROLLUM CORPORATION
FOR COMPULSORY POOULING, EDDY
COUNTY, NEW MEXICO.

APPLICATION

COMES WOW, BELCO PTROLEUM CORPORATION, as provided by
fection 65-13-4, llew lMexico Statutes Innotated, 1953, as
amended, and avplies to the 011 Conservation Commission of

dew Mexico for an orxrder pcoling all the mineral interest in

cuth, Range 27

—~ M :

and under the E/2 of Section 7, Tcwnship 22

wn

Fast, N.M.P.M., Eddy County, New Mexico in formations of

Pennsylvanian age orxr older, and in support thereof would show

the Commission:

1. Applicant is the owner of the right to drill and
develop the following described acreage: E/2 of Section 7,

Township 22 South, Range 27 East, N.M.P.M., Eddy County, New

Mexico.

2. Applicant has obtained voluntary agreement for pooling
from all but the persons named below, whose addresses, and
the intcrest owined according to applicant's information and

belief are as follows:

NAME ADDRESS INTEREST IN
ACRES
E. L. Dunagan, Jr. 1407 Orchard Lane .8280

Carlsbad, New Mexico
88220




— | Cean S6bt

Herman Malicoat 1904 Bendall Drive .2400
- Carlsbad, New Mexico
88220
Felix Navarro 1918 Bendall Drive . 3850
Carlsbad, Rew lMexico
88220
Joe Fierro 408 Soper .1800
Carlsbad, New Mexico
88220
James E. Ernest 413 Juanita .2204
Carlsbad, Hew Mexico
88220
Frank G. Alvarado 1828 Parkdale Way .2400
San Juse, California
95122
Cecil Laywman Ballard 1816 South Bendall Street . 3850
Carlsbad, New iHexico
88220
iMichael P. Grace 715 North lHappy Valley Recad 40,7799
Carlsbad, New lMexico
{12 separate lots 838220

totalling 40.7799)

TOTAL 43.2583

3. As required by the provision of Commission Rule 104,

pplicant proposes to dedicate the E/2 of Section 7, T22S,

/)
}Oﬁjk7227E' N.M.P.M,, Eddy County, New Mexico to a well to be drilled
. 2 4o

VUWU \ at a standar% location approximately -2--3%0 feet from the North
)bﬁﬁpbif Line andwaééﬁfeet from the Cast line of said section to test
: the Morrow formétion.
4, 2Mpplicant reguests that it be designated operator of
the pooled unit requestéd above.,
5. Applicant has been unable to obtain voluntary agree-
ment from the pooling of the unpooled interest indicated in
paragraph 2 above, &énd in order to avoid the drilling of

unnecessary wells, to protect correlative rights, and to prevent

3]




o | Co S6é4

waste, the Commission should pool all interests in the said
unit.
6. Applicant further requssts for a provision for

a period of 120 days from the date of the corder in which to

commence subject well.

WHEkEFORE, applicant respectfully reguests that the
Commission set this matter for hearing before the Commission's
duly appointed examiner, and that after notice and hearing as
required by law, the Comnmission enter its order pooling all
interest underlying the E/2 of Section 7, T22S, R27E, N.M.P.M.,
£ddy County, MNew Mexico, and designating applicant as operator
of the pooled unit, together with provisions for applicant
to recover its costs of drillincg and completing the well, a
reasonable charge for supervision, a risk factor in the amount
of 200%, all to be recovered out of production, and for such

other and further provisions as may be proper in the premises.

Respectfully submitted,

BELCO PETROLEUM CORPORATION

KELLAHIN & FOX
P. O. Box 1769
Santa Fe, llew Mexico 87501

Attorneys for Applicants
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BLEFORL THE

OIL CONSERVATION COMMISSION OF HEW MEXICO

IN THE MATITER OF THE RPPLICATION
CF BELCO PETROLEUM CORPORATION
FOR COMPULSORY POQOLING, LDDY
COUNTY, NEW MEXICO.

APPLICATION

COMLS NOW, BELCO PRTROLEUM CORPORATION, as provided by
Seciicn 65-12~-4, llew Mexico Statutes Annotated, 1953, as
amended, and applies to the 0il Conservation Conmission of
New lexico for an order pooling all the mineral interest in
and undexr the E/2 of Section 7, Township 22 Scuth, Range 27
Last, ¥N.M.P.HM., Eddy County, New Mexico in formations of
Pennsylvanian age or older, and in support therecf would show
the Commission:

1. Applicant is the owner of the right to drill and
c¢evelop the following described acreage: E/2 of Section 7,

Township 22 South, Range 27 East, N.M.P.M., Lddy County, New

Mexico.

2. nhpplicant has chtained voluntary agreement for pocling
from all but the persons named below, whose addresses, and
the interest owned according to applicant's information and

belief are as follows:

NAME ADDRLSS INTEREST IN
ACRES
E. L. Dunagan, Jr. 1407 Orchard Lane .8280

Carlsbhad, New Mexico
88220
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Herman Malicoat 1904 Bencdall Drive .2400
Carlsbad, 7. "3xico. .
882cv

Felix Navarro 1918 Bendall Drive : . 3850
Carlsbad, Neow Mexico
- 88220

Joe Fierro 408 Soper .1800
Carlsbad, New lexico
88220

James E. Ernest 413 Juanita .2204
Carlsbad, New Mexico
88220

Frank G. Alvarado 1828 Parkdale Way .2400
‘ San Jose, California
95122

Cecil Layman Ballard 1816 South Bendall Street . 3850
Carlsbad, New Mexico
i 88220

Michael P. Grace 715 North Happy Valley Road 40.7799
Carlsbad, New Mexico
(12 serarate lots 88220
totalling 40.7799)

TOTAL 43.2583

3. As required by the provision of Commission Rule 104,
applicant proposes to dedicate the E/2 of Section 7, T22S,
R27E, N.M.P.M., Eddy County, New Mex{go to a well to be drilled
at a standard location approximately gfqg% feet from the North

N
L

Line and 660 feet from the LCast line of said section to test
the Morrow formation.

4. Applicant requests that it be designated operator of
the pooled unit requesied above.

5. Applicant has been unable to obtain voluntary agree-
nent from the pooling of the unpooled interest indicated in
paragraph 2 above, and in order to avoid the drilling of

unnecessary wells, to protect correlative rights, and to prevent
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waste, the Commission should pool all interests in the said
unit.
6. Applicant further requests for a provision for

a period of 120 days from the date of the order in which to

commence subizct well,

WHEREFORE, avplicant respectfully reqguests that the
Commission set this matter for hearing before the Commission's
duly appointed examiner, and that after notice and hearing as
required by law, the Commnission enter its order pooling 4ll
interest underlying the E/2 of Section 7, T22S, R27E, N.M.P.M.,
pddy County, New Mexico, and designating applicant as operator |
of the pooled unit, together with provisions for‘applicant
to recover its costs of drilling and completing the well, a

reasonable charge f{or supexrvision, a risk factor in the amount
of 200%, all to be recovered out of production, and for such

other and further provisions as may be proper in the premises.

Respectfully submitted,

BELCO PETROLEUM CORPORATION

By

KELLANIN & FO¥X
P. 0. Box 1769
Santa Fe, lNew Mexico 87501

Attorneys for Applicants
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICQ

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

CASE NO. 5666

APPLICATION GF BELCO PETROLEUM CORPOQRATIO Order No. R= 5209

N
FOR COMPULSORY POOLING AND AN UNORTHODOX GAS
WELL LOCATIGON, EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on Apri] 14 , 196

at Santa Fe, New Mexico, before Examiner panjel S, Nutter

NOW, on this__ day of __ April r 1976 ., 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:

(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, Belco Petroleum Cgrporaiign '

seeks an order pooling all mineral interests ipn and below the
Pennsylvanian formation underlying the E/2

- of Section 7 . Township 22 South « Range 27 East '

et S th Caslsload Fleld » Eddy County, New

Mexico.

e e N, K A s M 3 NS

Il —— STy
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Case No.
Order No. R=-

G drill ¢ u)f,{( At An wnévifedon 14—$th/ locatrione

2410 feet from the North line and 560 feet from th?

-t
(3) That the applicant¢has the right to drill, and proposer A

5t line of said Section 7.

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 ald mineral interests, whatever theg/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
he afforded the opportunity to péy his share of estimated well
costs to the operator in lieu of paying hisvshare 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 £e© gem'ffthereof as a reasonable charge for
risk involved in the drilling of the well.

| () That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but
that actual well casts should he adopted ac the rcasonable 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.

(4) That there are interest owners in the proposed proration ;

SN,

. e o i i vy e b

e v s m—
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Case No. M&d /- Mm eé"‘?"

Order No. R- For WM ASeile ly:a
/ h”k"‘“jb

4 e -
(11) That 1750, #0 per month should be fixedjs a ream
while drilling +hat+

able charge for supervision (combined fixed rates) A 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
well which sare 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 \)“ij ! 147¢ , the order

et
pooling said unit should become null and void and of no effect

whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
Pennsylvanian

in the and below the / formation‘undérlying the E/2

of Section 7 . Township 22 South . Range 27 East ’

NMPM, ﬁ(v&% W 4&04.0 ’ Za., County, New Mexico y
) 7

are heréby pooled to form a standard 320 - acre gas spacin§

and proration unit to be dedicated to a well to be drilled
at an unorthodox Tocation 2410 feet from the North line and 560 i

feet from the East line of said Section 7. i

PROVIDED HOWEVER, that the operator of said unit shall

commence the drilling of said well on or before the ﬂd*'day of

i
:7;£Q1 » 1974, and shall thereafter continue the drilling

7
of said well with due diligence to a depth sufficient to test the

@zun a:ilvw formation;
f

!
PROVIDED FURTHER, that in the event said operator does not j
— ,
commence the drilling of said well on ox before the _ /@Y day of .
Cl“éi7 ' ; 19 7@&, Order (1) of this ordexr shall be null '

2

and void and of no cffect whatsoevex; unless said opcrator obtains

a time extconsion from the Commission for good cause shown.

~ P




-{ino objection to the actual well costs is received by the Com-

|
f

- 4 ]
'has paid hie chars o

-~
Case No.
Order No. R-

PROVIDED FURTHER, ~hat should said well not be drilled to

completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Commission and
show cauce why Order (1) of this order should not be rescinded.

(2) That Belco Petroleum Corporation is hereby designated

the operator of the subject well and unit.

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

mi. o~ Ao
4iiqa .

{4) within 30 days f{rom the date the schedule cof
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 producticn, and that any
such owner who pays his share of estimated well costs as pro-
vided azbove shall remain liable for operating costs but shall
not‘be liable for risk charges.

{5) That the operator shall furnish the éommission and each |

known working interest owner an itemized schedule of actual well |

costs within 90 days following completion of the well; that if

mission and the Commission has not objected within 45 days
following receipt of said schedule, the actual well costs shall !

be the reasonable well costs; provided however, that if there

A Y Ty Gy et iy il e T T S

is an objection to actual well costs within said 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 well costs, any non-consenting working interest owner that

£ gsldiiaied cousts in advance as provided




~5-
Case No.
Order No. R-

above shall pay to the operator his pro rata share of the amount !
that reasonable well costs exceed estimated well costs and shall g
receive from the operator his pro rata share of the amount that |
estimated well costs exceed reasonable well costs.

(7) That the operator is heréby 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, R0O &"dof 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 i
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. ;

I )9 . _ !
(9) That™ /780,00 per month is here y fixed as a, reasonable
uﬁlo Pil/;nq; *Ma«z 266,00

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

1

is hereby authorized to withhold from production the proportionate:
share of such supervision charge attributable to each non- f

, _ {
consenting working interest, and in addition thereto, the operator’ i

is hereby authorized to withhold from production the proportigndte

e

share of actual expenditures required for operating-such well, : :

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

$

_ sziiffing working interest.
,' | ' _.,pu_ mebuetle o Lu.l,&' ;LMJ ae @ Udrdorabla
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Case No.
Order No. R-

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

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall be placed {n
escrow in _gddy__ County, New Mexico, to be paid to the true owner:
thereof ﬁpon 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 i
entry of such further orders as the Commission may deem necessary. .

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

designated,

G Rtag s i g g e 3w




Oll. CONSERVATION COMMISSION
P. O. BOX 2088
SANTA FE, NEW MEXICO 87501

Septexier 7, 1976

Jason W. Kellahin, Esq.
Kellahin & Fox
P, O. Box 1769
Santa Fe, New Xexico 87501
Re; Compulsory Pooling Order No.
R-5209, Case No, 5666 =
Belco Petroleum Corporation

Jear Jasons

This letter is tb advise you that the Oil Conserva-
tion Cormission has approved your request for a 30-day
time extension for the completion of the Belco Petrolaum
Corporation Douglas Com Well, which was previously
authorized by tha above-captioned order, Said well,
therefore, should bLe completed on or bhefore October 12,

1976.
Very truly yours,

WILLIAM F, CARR
General Counsel

WFC/dx
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KELLAHIN AND FOX
pol I ATTORNEYS AT LAW
£t BOO0 DON GASPAR AVENUE

POST CFFICE BOX 1769

JASON W. KELL -
ROBERT l:.|»-oxAmN ' : o ‘SANTA FE, NEW MEXICO a7501 TELEPHONE 982-43|5
W.THOMAS KELLAMIN ° AREA CODE BOB

September 2, 1976 e

My, Joe Ramey, Director

New Mexico 0il Conservation Commission
P. 0. Box 2088

Santa Fe, New Mexico 87501

Re: Compulsory Pooling Order R-5209
Case No. 5666 - Belco Petroleum Corporation

Dear Mr. Ramey: .
-; ’T"A“V/, .
The above order was entered by the 0il Conservation
Commission on April 27, 1976, and by its terms requires
that the well involved be drilled to completion within
120 days after commencement. :

Belco spudded its Douglas Com well pursuant to the
provisions of this order on May 14, 1976, and according
to terms of the above order, the well is required to be
completed by September 12, 1976. The well has been
drilled to total depth, and cased but has not yet been
perforated, for the following reasons.

Llano, Inc., is the purchaser for this well, and
has encountered considerable difficulty in obtaining a
pipeline right-of-way, having to file condemnation pro-
ceedings in the District Court for Eddy County, New Mexico.
It is expected that the pipeline will be completed to
the well site within the next ten days to two weeks, at
which time the well can be completed and tested.

It has not been possible to perforate and test the
well without a pipeline connection without great risk
because of the location of the well, which is adjacent
to the Carlsbad city limits, near occupied premises, and
near a major highway. Completion and testing of the well
without a connection could possibly violate the local
ordinances, and Belco does not feel it wise to assume
the risk of such activities.
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Mr. Joe Ramey, Director
September 2, 1976

For the above reasons, Belco Petroleum Corporation
requests a thirty day extension of time in which to
complete the well in accordance with the provisions of
the above Commission Order.

Your:zonsideration of this request will be appreciated.
Sincerely,

/\)3 prae to - I ot

Attorney for Belco
Petroleum Corporation

JWK:kj f




