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PEINROC 0il Corporation

P. O. DRAWER 831 . MIDLAND, TEXAS . 79701 ¢

Foer ol
- Telephone (915) 683-1861 //{174-% i
iﬂi September 16, 1976
S P Re: Case No. 57;
T == "Order No. R-5256
A SEEEE Cal Penroc 0il Corporation
- NS JUV Compulsory Pooling
0il Conservation Commission Eddy County, New Mexico

State of New Mexico
P. ©O. Box 2088
Santa Fe, New Mexico 87501

Gentlemen:

Reference is made to the captioned Hearing Case No. 5729 and sub-~
seguent issued Order Nco. R-5256 whereby Penroc 0Oil Corporation was granted
compulsory pooling of mineral interests in the N/2 Section 33, T19S, R2S8E,
NMPM, Eddy County, New Mexico.

Interest involved totaled 25% ypdivided in the N/2 of Section 33
and owned by Dwayne Hamilton and Robert K. Hillin of Midland, Texas.

Since submittal of a detailed schedule of estimated well costs,
Hillin has sold his interest to Hamilton and Hamilton has elected to jo@l

1n drilling with the total 25% interest.

A duplicate of the same estimated well costs as submitted to
Hillin and Hamilton is enclosed. It is also the same as offered as an
exhibit at the hearing held August 4, 1976.

The proposed well will commence before the November 1, 1976,
deadline date noted in Order No. R-5256.

Very truly yours,

SJT/be

i
|
|




7/26/76

PEINEXROC 017!/ Corpomtion

P. O. DRAWER 831 . MIDLAND., TEXAS . 79701

Telepbone (915) 683-1861

WELL COST ESTIMATE

iy

Syt e

STATE New Mexico COUNTY Eddy FIELD Undesignated - Morrow

LEASE Angell Ranch WELL NO. 1

SEC. 2323 BLK. OR TWpP. 12 ¢ RCE, OR SURY, 280 B 1
PROPOSED DEPTH 11,300' HORIZON Morrow _ l
NO. ACRES 320 PROPOSED SPUD DATE 9-10-76 ‘
DRILLING CONTRACTOR Moranco

ESTIMATED LEASEHOLD COST

Lease Bonus and/or Brokerage

Legal Fees (Title Opinion, Abstracts, Recording Fees, etc.) S 600
Other (Travel Expense, Telephone, etc.) 5C0
TOTAL Estimated Lease Acquisition Cost . . . . . . . . . . .. . . $ 1,100

ESTIMATED DRY HOLE COST

Intangible Well Costs

Surveying Location 225
Surface Damages 700
Location and Road 8,500
Drilling_ 11,300 ft. at $ 11,50 /ft. 129,950
Day Work 6 days at $ 2800.00 /day 16 200
XCEODINNIYVAT Cas Separation Sguipment 2,500
Mud and Adinixtures 25,000
o2 g Water 25,000
Cement and Cementing Services 2,000
Drill Stem Tests ( 5 ) 8, 560
9’2 ¢ (e OBDEINH Pit Lining, Yellow Jacket, 3, 200
Pit Level & Flow line Monitorxr 9. 000
Hydrocarbon (mud} 4400
Trucking 1,200
Misc. »Consumable Ec.gu%pmeni (SPOS?sDrcfffi?llgizﬁégﬁ?its’ etc.) 2. 000
Overhead and Supervision 3,500
Plugging 5,000
Well Equipment Costs
_ Casing: Delivered & includes 4% Tax

- Surface 400 ft. of 13 3/8" @$% 15.00 /ft. $ 6,500

- - Intermediate__ 2500 ft. of 8 5/8" @$__7.20 /{t.18,000
ROR0S0LK0RK 400 ft. of 8 5/8" @$ 9.20 /ft. 3,680 21,680
TOTAL Estimated Dry Hole Costs B T T $283,755

Less Contributions e e e v e s e r e e e e

NET Estimated Dry Hole Cost e e e e e e e
Estimated Interest of Dry Hole

A ,



Penroc Oil Corporation
Well Cost Estimate, Cont'd.
Page 2.

ESTIMATED COMPLETION COSTS

Intangible Well Costs

Unit Time 7 day at $§  800.00 /gay $ 5.600
Perforating 6,500
Treating (acidizing and {racturing, etc.) 25,000
Cement and Cementing Services 7,500
Trucking 1,350
Equipment Rental 1,500
Installation Cost of Lease Equipment 3,000 =
Overhead and Supervision 3, 000
* 9600' @ $4.52 = 43,392; 1700' @ $5.30 = 9010
Well Equipment Costs Includes 4% tax & delivered

Casing * 11,300' ft. of 4 1/2" at$ /ft. 52,402
Tubing 11,300' ft. of 2 3/8" at$ 2.75 /1t. 31,075
Well Head Equipment 9,500
Tanks 2,600
Separation and/or Treating Equipment 15,000
Metering Equipment —_—
Flow Lines 1,500
Pumping Unit and Engine or Motor -
Rods, Pump, Polish Rod, Packers, &txx Fittings, etc. 1,500
Other 5,000

TOTAL Estir;aated Additional Cost for Producer . $172,027

TOTAL COST OF COMPLETED WELL e e e e e $450,782
Estimated Interest of Producing Well

COMPANY: PENROC OIL, CORPORATION

APPROVED BY:

S. J. Talley

DATE: 7/26/76




L E OI1L CONSERVATION COMMISSION
I' K l

VT STATE OF NEW MEXICO
Camdt R £.0. BOK 2085 - SANTA FE
87501
DIRECTOR LAND COMMISSIONER STATE GEOLOGIST
JOE D. RAMEY PHIL R. LUCERO EMERY C. ARNOLD
Re: CASE NO, 5729
Mr. Jason Kellahin ORDER NO. R-5256

Kellahin & Fox

Attorneys at Law

Post Office Box 1769 Applicant:
Santa Fe, New Mexico

Penroc 011 Corporation

Dear Sir:

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

urs very truly

OE D. RAMEY
Director

™R/ fd

Copy of order also sent to:

Hobbs 00C X
Artesia OCC X ‘
Aztec OCC

Other
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MR. NUTTER: We will call next Case Number 5729.

MR. CARR: Case 57292, application of Penroc 0il
Corporation for compulsory pooling, Eddy County, New Mexico.

MR. KELLAHIN: If the Examiner please, Jason Kellahin
Kellahin and Fox, Santa Fe, appearing for the applicant and I
have one witness.

(THEREUPON, the witness was duly sworn.)

STERLING TALLEY

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

examined and testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

0. Would you state your name, please?
A Sterling Talley.
0. By whom are you employed and in what position,

Mr. Talley?
B. 1'm President of Penroc 01l Corporation, Midland,
Texas.
0. Have you ever testified before the 0il Conservation
Commission and made vour gualifications a matter of record?
A Yes, I have.
MR. KELLAHIN: Are the witness' qualifications

acceptable?

___.w|-___—
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MR. NUTTER: Yes, they are.
Q0. {Mr. Kellahin continuing.) Mr. Talley. are you
familiar with the application of Penroc 0il Corporation in

Case 57292

A. Yes, I am.
o What doues the applicant propose in this case?
A. The applicant proposes to compulsory pool twenty-fivé

percent of a three-hundred-and-twenty acre proration unit in
Eddy County, New Mexico.

0. Now, referring to what has been marked as Exhibit
Number One would you identify that exhibit, please?

A Yes, Exhibit One is a map of portions of 19 South,

28 East and also 20 South, 28 East, that covering a portion of

the Winchester area as well as other undesignated producing
areas tnat have occurred recently. It also shows the lease
ownership in the area. It shows the wells that have
penetrated the Wolfcamp formation or deeper with the shallow
wells having been left off.

Thuse wells that have been circled are co

~
Lt

|

coded as to what the wells were completed in as a producing
zone. You will note in the legend that blue is Weclfcamp, red
is Strawn, orange is Atoka and yellow is Morrow.

The area which we are interested in here is the
north half of Sectionr 33, 19 South, 28 ERast. It is indicated

on this map as being outlined in red and alsc it showed a

e
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'l normal three-hundred-and-twenty acre proration unit location
2 | where Penroc proposes to drill an eleven-thousand~three-

3 § hundred-foot Morrow test.,

4 0. Now. does Penroc own the working interest other

51 than the twenty-five percent?

5 A Penroc has by the farmout route, seventy-five percent

71 of the lease ownership, ves.

8 0. Referring now to Exhibits Two and Three, would you
3 9|l identify those exhibits, please?
o %
[&] . . s -
= .g 10 A. Exhibits Number Two and Number Three, the first one,
|
i
iéEN 11 | Number Two is a letter from Cities Service whereby they have
R
E §:§ 12 | accepted Penroc's request for a farmout and Exhibit Number Threﬁe
N‘:A
Sxag
': E b 13} is a letter from Ferguson 0il Company. By the way, Cities
@O 8
gy E (-3¢ -1 . . .
Egﬁ? 14 | Service owns twenty-five percent of that lease. Ferguson 0il
%y
= - . . .
- 15§ Company, their agreement letter on aiso a twenty-five percent
>~ oy a
® O
S 16 || increment.

17 0. And then Number Four.
18 A, Number Four is a letter from Dorchester Exploration
te¢ il owning another twenty-five percent ¢f the lcaschold., At i

21 the right-hand part of the letter whereby they changed their
22 || minds by telephone conversation and did agree to go along

23 || with the farmout proposal.

24 I might add at this time, Cities Service is preparin

25 | the farmout agreement with Dorchester and Ferguson being carriéd
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on that agreement.

ol So Penroc will have seventy-five percent under a
farmout then?

A Yes.

0 Now, referring to Exhibit Number Five, would you
identify that exhibit, please?

A. Exhibit Number Five is a letter from Rohert K, Hillinm
who jocintly owns, along with Duane Hamilton, the remaining

twenty-five percent of the lease whereby collectively they !
have %furned down any type of deal, either farnout or join.

0. Now, Exhibkit Number Six, would you identify that
exhibit, please?

A I don't have a copy. I think Exhibit Six is a lettej
whereby your office transmnitted a copy of the request for
compulsory pooling and signed receipts where they had received
those.

0. Now, you say Hillin and Hamilton cwn twenty-five
percent, in what percentage do they own “hat twenty-five
percent?

A Hillin owns three-fcurths of the twenty-five and
Hamilton owns one-fourth of the twenty-five,

MR. NUTTER: What ars we talking about, Mr. Talley,
are we talking about the entire three-hundred-and-twenty?

A, Yes.

0. (Mr. Kellahin continuing.) Is this an undivided
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interest in the three-twenty?

r No, this is a divided interest.

MR. NUTTER: DNow, when we look here at Exhibit Numbel
One, it appears that there are possibly four leases involved
here, they are marked by the little dashed lines or is it one
lease or just what 1s the status here?

A, Well, there is more than one lease but all of the
leases are of the same percentage, Cities Service twenty-five,
Ferguson twenty-five and so forth.

MR. NUTTER: For practical purposes ycu can say this
is one three-hundred-and-twenty acre lease?

A. Right, ves, sir.

MR. NUTTER: Then when you talk about Hillin and
Hamilton owning, what percent was it?

A Twenty-five percent collectively. 1In other words,
this three-hundred-and-twenty lease, although it is composed
of more than one lease, all of the leases are held in the
exact same percentage.

MR. NULTER: Okay, so Hillin and Hamilton own the
twenty-five percent undivided interest in this three-hundred-
and-twenty acre tract, don't they?

A Right, for all practical purposes you can say that.

Q. (Mr. Kellahin continuing.) Now, what effort have
you made to get them to join, Mr. Talley?

A The first contacts were by letters and then I have
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Page 8
had several subsequent telephone conversations with Hillin
and Hamilton and their reaction has been that they don't
want to farmout, they dorn't want to join., Hillin wants to
sell his acreage and the best price I could get from him is
a thousand dollars an acre. Hamilton does not want to scitl
his interest because he has other interest in the area, if
he sells one piece he wants to sell it all.

0. Now, referring to wnat has been marked as Exhibit
Number Seven, will you identify that exhibit?

A Exhibit Number Seven, I believe, is a well cost
estimate for an eleven thousand, three hundred foot Morrow
test to be drilled at *he location indicated on the plat,
Exhibit Number One.

0. What is your total cost estimate for the Morrow

A The total cost of a completed well I estimate to
be a littie over four hundred and fifty thousand dollars.

C. That is somewhat lower than other operators' costs,
is il not?

A Well, if ou refer to operators, you mean like
major companies?

0. Yes, sir.

A, Well, we naturally can drill wells cheaper tnan

major companies can.

0. Have you had experience that would support your

H
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1 four hundred and fifty thousand, seven hundred and eighty-two
2§l dollar cost?
3 A Oh, ves, I've drilled one, two, three -- at least

4} a half a dozen of the wells that are represented on Exhibit Onﬁ.

5 0 And in your opinion that cost is a reasonable cost?
8 A Oh, vyes.
7 Q. Now, is there any risk in drilling this particular

8 lccation?

= 9 B, There is considerable risk. I think everyone who
vy
@ =
-g 8 10| is very close to the Moryow in BEddy County realizes that there
*
§ 53 . _ _
;éiu 11| is an ultimate risk from location to location.
Z
£ L | |
= g;% 12 0. Would you refer to Exhibit Number Eight and discuss
i5g
"gﬁe 13 f that exhibit, please?
gS-§
E §%§ 14 A Exhibit Number Eight is a two-well cross section
v.3
B3%
- 15 | which involves the well in the south half of Section 33, 19,
.5 3
g 16 | 28, colored in orange that was drilled by Penroc and the other|

17 | well on the right-hand side of the cross section is one

18 || drilled by Dorchester in the west half of 34.

19 What we have shown here is, starting at the top,

20 || the correlations of certain geologic formations such as the
21 Strawn which is in blue and the Atoka which is in orange and
22 | down closer to the bottom the Morrow shale which is in green.

23 || The colors in the gamma ray portion of the log simply indicate

24 | correlative points between the two wells in the curve.

25 Now, if you look down at the Morrow, to give you an

sl
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idea of the risk we run out here when we drill one of these
Morrow wells, the Dorchester well in the west half of 34, you
will see a nice, fat sand there below ten, nine hundred which

has limits of upper and lower indicated by red lines and you

will note the perforation in the wellbore, then you come acros%
to the Penroc well and see that sand was lost completely.

0. Now, is the Penroc well, the proposed well, approxi-
mately the same distance from the Dorchester well as your

Atoka well?

A About the same distance, slightly over a half-a-mile}
yes, sir.

0. So in the half-a-mile the sand just completely
disappeared?

A Yes, sir.

0. Is there a possibility that that could happen in !

your proposed location?

A. Very much so.
Q What risk factor would you propose for this well?
A, Well, I propose a maximum risk factor wbich I think

is somewhere in the neighborhood of two hundred percent.

0, You do have an offset Morrow production, is that a
good well, the Dorchester well?

A It is a good well as far as performance is concerned
on a daily basis, its rate is one and a guarter million cubic

feet of gas twelve to fourteen barrels of condensate per day H
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' and it has been producing that for cbout two years solid, it
2|l doesn't vary.
3 0. Now, you could get a well not so good if you do

4 || encounter the Morrow sandg?

5 A. Well, that gets readily pointed out when you lock

at the well in the east half of Section 34 which encountered

[o}]

7| this same lower-upper Morrow sand. It's a very poor well.

8 0. So the quality of the sand is another risk you are
= 93 assuming?
o &
2 8 10 A Right, yes, sir.
8 8 I
;égﬂ 1 0 Now, do you think a two hundred percent risk factor
g 58
'E '§‘;§ 12| is a reasonable risk factor for your proposed well?
X Es
@ Xnd -
= 2 13 A. I do.
(=3 Q0
w O35
E §%§ 14 Q. What are your charges for supervision?
v.3
ESE
o g 15 R During the drilling of the well, five hundred
Qa ()
Q 16 || dollars a month.

17 0. Now, for a producing well what would you normally

18 consider?

19 A. We normally get twe hundred dollars pexr single
20 | completion well for overhead.

21 0. And would you propose that for the charges for
22 || this well?

23 A. Yes,

24 0. Were Exhibits One through Eight prepared by you or

25 | under your supervision?
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A, They were prepared by mne.
MR. KELLAHIN: We offer into evidence Exhibits One
through Eight,
MR. NUTTER: Applicant's Exhibits One through Eight
will be admitted into evidence.
(THEREUPON, Applicant's Exhibits One thiough
7 Eight were admitted into evidence.)

8 MR, KELLAHIN: That's all we have, Mr. Nutter.

i0 CROSS EXAMINATION

n BY MR. NUTTER:

ing service

12 Q. Now, Mr. Talley, referring to these letters, Exhibitg

I---u-n------ru-------------|
o o - w N -

13| Two, Three, Four and Five, Exhibit Number Two is from Cities

Phone (5u5) 982-9212

14 || Service and they have agreed to farmout by their letter, is

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

d morrish report

15 that correct?

*

16 A Yes.

17 Q So Penroc by the farmout route has the Cities
18 [ Service interest in the lease?

] A Yes,

20 0. Ferguson 0il Company, they alsoc own a twenty-five

21 percent interest in this lease?

22 A Yes, sir.

23 0. And are they sharing in the well or are they farming
24 || out?

25 A. They are farming out.
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0. So you've got their farﬁout?
A. Yes, sir.
0. And Lorchester, by the note written on the corner of

Exhibit Number Four has agreed to farmout?

A Yes, sir.

0. So you've ¢ot that twenty-five percent, sc in effect
you've got by farmout route, seventy-five percent total
working interest?

A. That 1s correct.

Q. And Hillin and Hamilt/'n are holding out and they
would be twenty-five percent owners also?

A Right. And if you don't have a note to the effect,
in that twenty-five percent that they own, Hillin owns three-

fourths of that and Hamilton one-fourth.

Q. I see.

A As to their proportionate share of the twenty-five
percent.

0 That is their division of their twenty-five percent?

A Yes. Or if you look at it another way, they own

three—-sixteenths and one-sixteenth of the whole lease.
0. -Okay. When would you propose drilling this well,
is it programmed to be drilled in the near future?
A I wanted to start it next month, ves.
0. Now, the one offsetting well made a good well in the

Atoka and the other offsetting well made a gocd well in the
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Morrow?

A Yes.

Q. But neither well had the other sand that the other
cne had?

A. That's right.

o But you are proposing to go to the Morrow with your

well but you will look at the Atoka on the way down?

A. Yes. The primary objective in this well, I might
point out, Mr. Nutter, is the Morrow. That Atoka zone in theré,
well, it's a queer thing because it does not occur in anv othed
wells that you see on this map. Now, the only other Atoka
well is to the southeast in Section 3 that Cities Service
drilled and completed. It's in a six-foot sand even below
where you note on this log that the Penroc well is completed
=n.

0. I see.

A So as far as I'm concerned they are both limited
reservoir wells and the production from that well is indicatinrng
that.

0. And you are seekirg an order pooling all interests
in the Pennsylvanian formations so the Atoka would be covered?

A. Yes.

MR. NUTTER: Are there any further questions of

the witness? He may be excused.

(THEREUPON, the witness was excused.)
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MR. NUTTER: Do you have anything further,
Mr. Kellahin?
MR. KELLAHIN: That's all, Mr. Nutter, thank you.
MR. NUTTER: Does anyone have anything they wish
to offer in Case Number 5729? We will take the case under

advisement.
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REPORTER'S CERTIFICATE

I, SIDNEY F., MORRISH, a Certified Shorthand Reporter,
do hereby certify that the foregoing and attached Transcript
of Hearing before the New Mexico 0Oil Conservation Commission
was reported by me, and the same is a true and correct record
of the said proceedings to the best of my knowledge, skill and

ability.
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New Mexico 0il Conservation Commissiorn

i K




A OIL CONSERVATION COMMISSION

S STATE OF NEW MEXICO N A
T P. 0. BOX 2088 - SANTA FE x !a E
87501

DIRECTOR LAND COMMISSIONER STATE GEOLOGIST

JOE D. RAMEY . PHIL R. LUCERO EMERY C. ARNOLD
August 12, 1370

Re: CASE NO. 5729
Mr. Jsson Kellshin ORDER NO._ R-5256 _
Kellahin & Fox
Attorneys at Law
Post Office Box 1769 Applicant:
Santa Fe, New Mexico 87501

Penroc 0il Corporation ‘
Dear Sir: -
Enclosed herewith are two copies of the above-referenced

Commission order recently entered in the subject case.

urs very truly

Director

JDR/ f£d
Copy of order also sent to:

Hobbs OCC X
Artesia OCC 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 CORSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5729
Order No. R=5256

APPLICATION OF PENROC OIL

CORPORATION FOR COMPULSORY
POOLING, EDDY COUNTY, NEW MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION?¢

This cause came on for hearing at 9 a.,n. on August 4, 1976,
at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this__1lth day of August, 1976, the Commission,
a quorum being present, having considered the testimony, the
racord, and the recommendations of the Examiner, and being

| Mea T T ae mYead

fully advised in the premises;
FINDS:

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

(2) That the applicant, Penroc 0il Corroration, seeks an
order pooling all mineral interests in the Pennsylveanian
formation underlying the N/2 nf Section 33, Township 19 South,
Range 28 East, NMPM, Winchester Field, Eddy County, New Mexico.

(3) That the applicant has the right to drill and proposes
to drill a well at ar orthodox location on said 320-acre unit.

(4) That there are interest ownars in the
unit who have not agreed to pool their interests

s a3

(5) That to awvoid the driiling of :anecessary wells, to |
protect correlative rights, and to afford to the owner of each §
‘interest in sai. unit tho cpportunity to recover or receive |
-without unneceasary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, within said
unit,

{6) That the applicant should be designated the operator
of the subject well and unit,
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(7) That any non~-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well
Coats to the operator in lieu ¢of paying his share of reasonable
well costs out of production.

(8} That any non-consenting working interest ownexr that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
pPlus 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~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 opsrator any amount that paid estimated
well costs exceed reasonable *ell costs,

(11) That $500.00 per month should be fixed as a reason- {
able charge for supervision (combined fixed rates) while drilliing
said well, and $200,.00 should be fixed as a reasonable charge
for supervision while producing; 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 operatcr should
be authorized to withhold from production the proportionate
shars of actual expenditures required for operating the subject
wall, not in excess of what are reasonable, attributable to each
nou-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
procf 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 November 1, 1976, the order pooling
said unit should become null and void and of no effect whatsocever,:

IT IS THEREFORE ORDERED¢

(1) That all mineral interest.; wi.ziever they may be,
in the Pennsylvanian foruation underlying the N/2 of Section 33,
Township 19 South, Range 28 East, NMPM, Winchester Field, Eddy
County, New Mexico, are hereby pooled to form a standard 320-
acre gas spacing and proration unit to be dedicated to a well :
to be drilled at an orthodox location in Unit B of said Section 33
to test the Morruw formation,
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PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the lst day of
Neovember, 1576, 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
November, 1976, Order (i) of this order shall be null and void
and of no effect whatsoever; unless sald operator obtains a
time extension from #he Commission for good cause shown.

PROVIDED FURTHER, that should said well not be drilled to
complation, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Commission and
ghow cause why Order {l1) of this order should not be rescinded.

(2) That Penroc 0il Corporation is hereby designated
the operator of the subject well and unit.

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

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

{(5) That the operator shall furnish the Commission and each
known working interest owner an itemized schedule of actual well
costs within 90 days following complction of the well; that if
‘no objection to the actuval well costs is received by the Com-
‘mission and the Commission has not objected within 45 davs
following receipt of said schedule, the actual well costs shall
be the reasonable well costs; providad however, that if there
is an cbjection 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
has paid his share of estimated coats 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
aestimated well costs exceed reacsonable well costs.
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(7) That the operator is hereby authorized to withhold
+he 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, 200 percent of the
pro rata share of reasonable well costs
attributable tc each non-consenting working
interest owner who has not paid his share of
aestirated well costs within 30 days from the
date the Jachedule of estimated wesll costs is
furnished to him,

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

{(9) That $500.00 per month is hereby fixed as a reasonable
charge for supervision (combined fixed rates) while drilling
said well, and $200.00 per month is hereby fixed as a reasonable

- charge for supervision while producing:; that the operator is
hereby authorized to withhold from production the proportionate
share of such supervision charge attributable to each non-
consenting working interest, and in addition thereto, the
operator is hereby authcilized to withhold from production the
proporiionate share of actual expenditures reguired fox
operating such well, not in excess of what are reasonable,
attributable to each non-consenting working interest.

(10) That any unsevered mineral interest shall be considered .
a 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 producticn from the subject
well which are not disbursed for any reason shall be placed in
escrow in Eddy County, New Mexico, to be paid to the true owner
9 thereof upon demand and@ proof of ownership; that the operator
b shall notify the Commission of the name and address of said
escrow agent within 90 days from the date of this order.

ot
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(13) That jurisdiction of this cause is retained for the
ry of such further orders as the Commission may deem

DONE at Santa Fe, New Mexico;, on the day and year hereinabove
designated. ‘

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

Ay

A . At L
PHIL,R. LUCERO, Chairman

SEAL v

dr/




Docket No, 22-76

Dockets Nos. 23-76 and 24-76 are tentatively set for hearing on August 18 and September 1, 1976, Applications
for hearing nmust be filed at least 22 days in advance of hearing date,

DOCKET: EXAMINER HEARING - WEDNESDAY - AUGUST 4, 1976

9 AM, - OIL CONSERVATICH COMMISSION CONFERENCE ROCY,
STATE LAND CFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will te heard before Danlel S, hutter, Examiner, or Rlchard L, Stamets, Alternate Examlner:

CASE 5726: Application of Cities Service 011 Company for downnole cormingling, Eddy County, New Mexico,
Applicant, in the above-styled cause, seeks authority to commingle prcduction from the North
Burton Flatis-Wolfcamp Gas Fool and an undesignated Canyon pool in the wellbere of its State CT
Well No. 1, lccated in Unit I of Section 16, Township 20 South, Range 28 East, Eddy County, New
Mexico.

WS ¢ Applicatlon of Big "6" Drilling Corporation for salt water dispecsal, Lea County. New Mexico.
Applicant, in the above-styled cause, seeks authority to dispose of produced szlt water into the
Bone Springs formation through the rerforated interval from 10,062 feet to 10,119 feet in its
Ora Jackson "A'" Well o, 1 located in Unit M of Section 5, Township 19 South, Range 35 East,
Scharb-Bone Springs Pool, Lea County, New Mexico.

CASE 5728: Application of Pennzoil Company for an exception to Order No. R-3221, Lea County, New Mexico.
Applicant, in the above-siyled cause, seeks, as an exception to the provisions of Commissien
Order No, R-3221, permission to dispose of, in an unlined pit, preduced sait water from its
Mescalero Ridge Unit VWell No. 1, lccated in Unit M of Section 20, Township 19 South, Range 34
East, Quail Ridge-Morrow Pool, Lea County, New Mexico,

CASE 5729: Application of Penroe 0Oll Corporation for compulsory pooling, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks an crder pooling all mineral interests in the Pennsyivanian
formation underlying the N/2 of Section 32, Township 19 South, Range 28 East, Eddy County, New
\ Mexico, to be dedicated tu applicant's Angell Ranch Well No. 1 to be drilled at an orthodox
. location in Unit B of said Section 33 tc¢ test the Morrow formation., Also to be considered will
be the cost of drilling and completing said well end the allocation of the cost thereof as well
N as actual operating cnsts and charges for surervision. Also to be considered will be the designation
of applicant as operator cf the well and a charge for risk involved in drilling saigd well.

Y

CASE 5730: Southeastern New Mexico nomenclature case calling for the creation and extension of certain pools
in Eddy, Chaves, and Lea Counties, New Mexico:

&) CREATE a new pool in Lea County, New Mexico, classified as a gas pool for Morrow production
and designated as the Mid Bell Lake-Morrow Gas Pool, The discovery well is the Continentai 0il
Company Bradley "A" Well No. 1 located in Unit F of Section 19, Township 23 South, Range 34 East,
NMPM. Said pool would comprise:

TOWNSEIP 23 SQUTH, RANGE 34 EAST, NMPM
Section 19: W/2

‘ b) CREATE a new pool in Eddy County, New Mexico, classified as a gas pouol for Morrow production
and designated as the East Burton Flat-Morrow Gas Pool. The discovery weil is the Texas 0il and
Gas Corporation Superior Federai Welil No. 1 located in Unit G of Section 8, Township 20 South,
Range 29 East, NMPM, Said pool would comprise:

TOWNSHIP 20 SQUTH, BANGE 29 EAST, NMPM
Section 4: W/2
Section 8: A1l
Section 9: All
Seciion 16: All
Section 17: A1l
Section 18: All

¢) CREATE a new pool in Fddy County, New Mexico, classified as a gas pool for Strawn production
and designated as *‘he East Burton Flat-S:rawn Gas Pool. The discovery well is the Texas 0il and
Gas Corporation Yates Federal Well l.o. 1 located in Unit N of Section 8, Township 20 South, Range
29 East, NVPM, Said pool would comprise: B

TOWNSHIP 20 SOUTH, RANGE 29 EAST, NMPM
Zection &: 372

h.?a -




v

l!
\‘5/// Pl Tl e

CITIES SERVICE OiL COMPANY Box 1919
Midland, Texas 79701
Telephone (915) 684-7131

May 19, 1976

Penroc Uil Corporation
P, 0. Drawer 831
Midland, Texas 79701

Attention: Mr, Sterling J. Talley
Re: Request for Farmout

N/2 Section 33, T-19-S, R-28-E
Eddy County, New Mexico

Gentlemen:
Plcase refer to your letter of May 6, 1976. We have Management approvzl
to farm out as requested in your letter, Please fill out the Check List

and return it to this office at your convenience.

Let us know if any of the other Working Interest Owners wish to be included
in our farmout agreement.

Yours very truly,

CLTIES) SERVICE OIL COMPANY

g g / , /

rank Riné N

/,

.
fFR:ohn
s

Attachment

BEFCTE DY A pANER NUTTER
OlL o i COMRMISSION

Feproc o lif no.__2
s /‘7 <
CASY - 7/
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$§ i§ ﬁa FERGUSON Ol CONMPANY, INC, 5? ég EA
-~ Y N A
‘; R !1"7 2700 Liberty Yower 100 Broadway  Oklahoma Cily, Okla. 73102 )

\ Y Phone Area Code 405 -~ 238-7921
<7 June 1, 1976

Re: N/2 Section 33-19S5-28E
Eddy County, New Mexico
West Winchester Prospect

Penroc 0il Corporation
P. O, Drawer 831
Midland, Texas 75701

Attention: Mr. Sterling J. Talley
Gentlemen:

In reply to your letter of May 7, 1976, wherein you request
a farmout of our interest in the subject 320 acres_in Eddy County,
New Mexico, subject to your drilling an ll,&OO’vAééﬁgr?E;t, please
be advised that Ferguson is willing to farmout their interest on

the basis as set out in your letter of May 7th.

Please advise when you have made a trade with the other parties
in this 320 acres and we will prepare our Farmout Agreement for your
consideration and acceptance.

Yours very truly,

FERGUSON OIL COMPANY, INC.

< :7/1,{,20/«-

JHW : mm

cc: Mr, Robert K. Hillin
618 Vaughn B

ORI
dipL Lruaardlngy

¥Midland, Texas 79701

Mr. Dwayne Hamilton
Midland National Bank Building 9th Floor
Midland, Texas 78701

Cities Service 0il Company
Midland National Bank Building 10th Floor
Midland, Texas 79701

Derchester Exploration, Inc. BEFORE D( vid

1204 Vaughn Building CERVATION OO
. NCERVATI O LUh

Midland, Texas 79701 Olt. CCN ‘

D BRI REET Sl
Ty i € E3CAEIT NO.
[p e

NN
572

A And
¥ E Y]
A

AMAINER NUTTER

SSION




DORCHESTER EXPLORATION, INC.
HOO HMIGLAND NATIONAL BAaun Towen

MioLAND, TEXAS 79701

AREA CODE 915 683-1866

May 24, 1976

N ——

BEFORE E’:,‘;I.»v’\.;’&’;-!i;fgg NUTTER

Mr. Sterling J. Talley Ol CONSERVYATION COMMISTION
Penroc 0Oil Corporation Tl rec sy i

P. O. Drawer 831 - ‘“'“”d{‘\o“ -
Midland, Texas 79701 CASE NO.___ P /RY

Re: West Winchester Prospect
Eddy County, New Mexico

Dear Mr. Talley:

Reference is made to your letter of May 7, 1976,
by which you requested a farmout of Dorchester's irterest in the
N/2 Section 33, T-19-S, R-28-E, Eddy County, New Mexico.

While we appreciate your offer to take a farmout
on our interest in the subject acreage, we have decided that we
are not at present interested in subleasing any of our interest
in this itract,

Yours very truly,
r

Z LA

~ - B -
D. D, Farris 5
Division Land Manager &V“

DDF:1h [

{
xc: Ferguson Oil Company, Inc, e (p‘///(ﬁ'.
2700 LibextyTower { \d
100 Broadway : ,(D'
Oklahoma City, Okla. 73102 v {1 #{
Ny L1

Xc: Mr. Robert K. Hillin A i 2! taf
618 Vaughn Building A Y
Midland, Texas 73701 QE’ 0 0 P(\ﬂﬂ @5(" {

!

xc: Mr. Dwayne Hamilton '7m . l' (ﬂ

9th Floor &‘“ 4bJ

Midland National Bank Building
Midland; Texas 79701 \v%

xc: Cities Service Company . 0 N
10th Floor b“ , 'ﬂV i b
Midland National Bank Bldg. €05 é@ﬁT !\ - ,0 {{
Midland, Texas 79701 {




ROBERT K. HILLIN . ..

Penroec 0il Corporation
P.0.Drawer 831
Midland, Texas 76701

BUS. PH (915,8602.2202
RFS. PH (915%,663.2258

POST OFFICE BOX 1552

"ﬁfoLAﬁlx'fEXXghfb?Giﬁ*jM"m

May 21, 1976

Re; Request for Farmout
N/2 Sec 33-19-28,
Eddy County, N.M.

Attenticn: NMr. Sterling J. Talley
President

Dear Mr. Talley:

Per your letter of May 7, 1976 and telephone conversation
with Mr. Hillin of this date regarding a farmout request on
leasehold rights to g depth of approximately 11,400 feet
covering the N/2 Section 33, T-19-8, R-28-E, Eddy County,
New Mexico, the interest owners, Mr. Hillin and Mr. Hamilton
do not wish to farmout the above leaseholg rights.

We appreciate your interest in this broperty and look
forward to hearing from you again.

Yours very truly,

v%’/&/ y //,/,, )

Wayhe€ Hulsnouser
Maffager of Cperations

WH/1p

BEFORE EX AMINER NMUTTER
OlL CONSERVATION CCi 'WSSION
Terrec eyt NO. D
CASE NO. 572 9

L2 TV T |




July 7, 1076

Mr. Rohert X, Hillin
Midland MNational Bank Tower
Midland, Texas 79701

Mr. Dwayne llamilton
Midland National Bank Tower
Midland, Texas 79701

Gentlemen:

Enclosed is a copy of an application foi compulsory
pocling which has been filed with the New Mexico 0il
Conservation Commission on behalf of Penroc 0il Corporation.

Hearing on this application will be before the
Commission's examiner on August 4, 1976, at 9:00 A, M.

JWK:kjf

Enclosure

’

‘\ * v 5&/ L.( A 7) at

Yours very truly,

Jasen W, Xellahin
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U.S. POSTAL SERVICE

OFFICIAL BUSINESS
PENALTY FOR PRIVATE USE TO AVOID
PAYMENT OF POSTAGE, $300
Postmark of Delivering Office
SENDER INSTRUCTIONS
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'\\,
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, 7/26/76
- " ; chovati
- PEINIROC 0il Corporation
P. O. DRAWER 831 . MIDLAND., TEXAS . 79701
BEFORE EHAMINER NUTTER Telepbone (915) 683-1861
OlL CONGTRVATION COMMISSION
It ———t . y
~ /e (/
CASE NO.
—SFATE ~ New Mexico COUNTY Eddy FIELD Undesignated - Morrow
LEASE Angell Ranch WELL NO, 1
SEC. 33 BIK.OR TWP., 19 S RGE. OR SURYV, 28 E
PROPOSED DEPTH 11,300 HORIZON Morrow
NO. ACRES 320 PROPOSED SPUD DATE 9-10-76
DRILLING CONTRACTOR Moranco
ESTIMATED LEASEHOLD COST
L.ease Bonus and/or Brokerage
Legal Fees (Title Opinion, Abstracts, Recording Fees, etc.) S 600
Other (Travel Expense, Tclephone, etc.) 500
TOTAL Estimated Lease Acquisition Cost . . . . . . . . . . . .. $ 1,100
ESTIMATED DRY HOLE COST
Intangible Well Costs
Surveying Location 225
Surface Damages 700
Location and Road 2,500
Drilling 11,300 ft. «t  $ 131.s50 [ft. 129,950
Day Work 6 days at $ 2800.00. /day 16,800
TR HKERARAAEASDD  Gas Separation Equipment 2,500
Mud and Admixtures 25,000
xecBosenaxd Water 25,000
Cement and Cementing Services 9,000
Drill Stem Tests ( 5 ) 8, 500
RS OOIR XSS Ly Pit Lining, Yellow Jacket, 3,200
Logging: Electric Pit Level & Flow line Monitor 9. 000 |
Hydrocarbon (mud) 4.400 |
Trucking 1,200 ‘
. . . 1: .
Misc., Consumable Ec%u%pment (Semosf:sDrcl i%azggg,d?us, etc. ) 2000 ]
Overhead and Supervision 3,500
Plugging 5,000
. Well Equipment Costs
i Casing: Delivered & includes 4% Tax
- Surface 400 ft. of 13 3/8" @ $ 15.00 /ft. $ €,500
F - Intermediate__ 2500 ft. of _ 8 5/8" @$_ 7.20 /ft.18,000
PXROB0K 400 ft. of 8 5/8" @$% 9.20 /ft. 3,6€0 21,680
TOTAL Estimated Dry Hole Costs e e e e e e e e e e e e $283,755
Less Contributions e e e e e e e e e e e

| NET Estimated Dry Hole Cost

Estimated Interest of Dry Hole




Penroc Oil Corporation
Well Cost Estimate, Cont'd.
FPage 2.

ESTIMATED COMPLETION COSTS

Intangible Well Costs

Unit Time 7 day at $ 800.00 /day $ 5,600
Perforating 6,500
Treating (acidizing and fracturing, etc.) 25,000
Cement and Cementing Services 7.500
Trucking 1,350
Equipment Rental 1.500
Installation Cost of Lease Equipment 3.000
Overhead and Supervision 3, 000
* 9600' @ $4.52 = 43,392; 1700' @& $5.30 = 9010
Well Equipment Costs Includes 4% tax & delivered

Casing * 11,300' ft. of 4 1/2" at$ /ft. 52,492
Tubing 11,300' ft. of 2 3/8" at$ 2.75 /1t. 31,075
Well Head Equipment 9,500
Tanks 2,600
Separation and/or Treating Equipment 15,000
Metering Equipment —
Flow Lines 1,500
Pumping Unit and Engine or Motor —
Rods, Pump, Polish Rod, Packers, &ixxX Fittings, etc. 1,500
Other 5,000

TOTAL Estimated Additional Cost for Producer . . . . . . . $172,027

TOTAL CGST OF COMPLETED WELL . . . . . .. « . $450,782
Estimated Interest of Producing Well

}.
P" COMPANY: PENROC OII, CORFORATION
APPROVED BY: S. J. Talley
DATE: 1/26/76




.
YL
g

J] ('”“ ey
KELLAHIN AND FOX it '_-v,{\_I/jf:U
e ’ ‘::’

ATTORNEYS AT LAW

£00 DON GASPAR AVENUE '! ]UL T \‘!
POST OFFICE BOX 1789 ,‘\‘- () 1976 N
JASON W. KELLAMIN : .
oot iaiabiioy SANTA FE, NEW MEXICO 87501 N T
W.THOMAS KELLAHIN ' -]
July 7, 1976 oy ’F'f" EOMm.

Mr. Joe Ramey, Secretary-Dircctor
New Mexico 0il Conscrvation Commission
. 0. Box 2088
Santa Fe, New Mexico 87501
Dear Joe:
Enclosed please find the original and two copies
of the application of Penroc 0il Corporatioi: for
compulsory pooling.

We would appreciate this being set for hearing
on August 4, 1976.

Yours very truly,

W. Kol
Jason W. Kellahin

CC: Mr. Sterling Talley

JWK:kif

Enclosure
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011, CONSERVATION COMMISSION OF NEW MEXICO

D{\F
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N ) 1 ~ N .
IN THI MATTER OF THE APPLICATION

1
OI' PENROC OIL CORPORATION FOR
COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO

~

APPLICATTION

Comes now Penroc 0il Corporation and applies to the 0il

Conservation Commission of New Mexico for an ordar pooling

Township 192 South, Range 28 East, N.M.P.M., Eddy County, New
Mexico for production from the Pennsylvanian formation, and
in support thereof would show the Commission:

1. Applicant proposes to drill its Angell Ranch No. 1
well at an crthodox location, 660 feet from the North line,
and 1980 fcet from the Fast line of the section as a Morrow

test.

ht to ol

Simd

ot

2. Applicant is the owner of the righ ri and

all of the interests underlying the North half of Section 33,
|
1
1
|

develop the North half of the section, owning an undivided
75% of the mineral interest, by virtue of farm-outs from the
interest owners.

3. The remaining undivided 25% mineral interest is owned
as follows:

Robert K. (Bobhby) Hillin 3/16ths

Midland National Bank Tower

Midland, Texas 79701

Dwayne Hamilton

Midland National Bank Tower
Midland, Texas 79701 1/16th




' | Cane $929

4. Applicant has sought to obtain voluntary agreement
to the drilling of the proposed well, and has been unable to
obtain a voluntary agrecment from the owncrs of the 25%
undivided mineral intercst.

5. In order to pcrmit applicant to obtain its just and
fair share of the o0il and gas minecrals underlying the subject
lands, the mineral intcrest should be pooled, and applicant
should be designated as the operator of the well to be drilled.

WHEREFORE applicant prays that this application be set
for hearing before the Commission or the Commission's duly
appointed examiner, and that after notice and hearing as required
by law the Clommission cnter its order pooling the lands, together
with a provision for applicant to recover its costs of drilling,
equipping and completing the well, its costs of supervision
while drilling, and after completion, including overhead charges,
and a risk factor for the risk 2ssumed by applicant in drilling,
completing and equipping the well, and such other and further
provision as may be proper in the premises.

Respectfully submitted,

PENROC OIL CORPORATION

By ~—\ oA W), h¢4ll‘JL;;
Xelllahin § Fox
P. 0. Box 1769
Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT




BEFORE THE
OIL CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF PENROC OIL CORPORATION FOR
COMPULSORY POOLING, EDDY COUNTY,

Levm Y A

NEW MLEXICO

APPLICATION

Comes now Penroc 011 Corporation and applies to the Oil
Conservation Commission of New Mexico for an order pooling
all of the interests underlying the North half of Section 33,
Township 19 South, Range 28 East, N.M.P.M., Eddy County, New
Mexico for production from the Pennsylvanian formation, and
in support thereof would show the Commission:

1. Applicant proposes to drill its Angell Ranch No. 1
well a3t an orthodox location, 660 feet from the North line,
and 1980 fecet from the East line of the section as a Morrow

test.

Jmd

1 and

Z. Applicant 1s the owner of the right to dri
develop the North half of the section, owning an undivided
75% of the mineral interest, by virtue of farm-outs from the

interest owners.

3. The remaining undivided 25% minerzl interest 1is owned

as follows:

Robert K. (Bobby) Hillin 3/16ths
Midland National Bank Tower
Midland, Texas 79701

Dwayne Hamilton
Midland National Bank Tower
Midland, Texas 79701 1/16th

O e e e e S S B (e B
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4. Applicant has sought to obhtain voluntary agreement
to the drilling of the proposed well, and has been unable to
obtain a voluntary agreement from the owners of the 25%
undivided mineral interest.

5. In order to permit applicant to obtain its just and
fair share of the o0il and gas minerals underlying the subject
lands, the mineral interest should be pooled, and applicant
should be designated as the operator of the well to be drilled.

WHEREFORE applicant prays that this application be set
for hearing before the Commission or the Commission's duly
appointed examiner, and that after notice and hearing as required
by law the Commission enter its order pooling the lands, together
with a provision for applicant to recover its costs of drilling,
equlpping and completing the well, its costs of supervision
while drilling, and after completion, including overhead charges,
and a risk factor for the risk assumed by applicant in drilling,
completing and equipping the well, and such other and further
provision as may be proper in the premises.

Respectfully submitted,

LY VN

L " _— AT v ralath el
ENKUL Ul L LUUKE

=

by A aape W. Nallak
Kégpahln & Fox
P.~0. Box 1769

Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT
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\
BEFORE THE OIL CONSERVATION COMMISSION ‘
dr/ OF THE STATE OF NEW MEXICO
\
“ II'\J
¥ IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING: :
|
\
|

CASE NO. 5729

Order No. R- §25(

APPLICATION OF PENROC OIL CORPORATION
FOR COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on August 4 . 1976
at Santa re, New Mexico, before Examiner Dbaniel S, Nutter i -

NOW, on this day of August » 1976, the Commission,
a quorum being present, having considered the testimony, the recorad,
and the reconmendations 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, Penroc 0il Corporation '

ST el Des e sl it 2

y

Pennsylvanian '%gfn\x&styﬁ“ underlying the N/2

of Section 33 , Township 19 South , Range 28 East ,
NMPM, ébh)hiéﬁﬁi%i/‘ €7¢2;é22é2 , Eddy County, New
Mexico.




-2~
Coasc Ho,
Order No., R-

(3} That the applicant has the right to drill and proposes
) 329
to drill a well at an orthodox location eze Sas/d se4/ .
A

(4) That there arc intecrest owners in the proposed proration

unit who have not agreed to pocl thelr 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 tc recover or receive
without unnecessary expense his just and fair share of the gas
in said ponl, the subject application should be approved by
pooling all mineral interests, whatever theymay be, within said
unit.

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

(7) That any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well
cests 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
daoes not pay nhis share of estimated well costs should have

withheld from production his share of the reasonable well costs

plus an additionalZgﬁaéficbqvihereof as a reasonable charge for the

risk involved in the drilling of the well.

(9) That any non-consenting interest owner should be
afforaed 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 obiection.

(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.

"

(RPN

i

3
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g (11) Thatqg;CZCZCka_ per month should bhe fixed as a reason- |
i
~able charge for supervision (combined fixed rates)p that the :

roperator 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 reguired

Hy

or
:operating the subject well, not in excess of what are reasonable,

tattributable to each non-consenting working interest.
24
f

(12) That all proceeds from production from the subject

?well which are not disbursed for any reason should be placed
! 4 :

ﬁin 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 comm:ence drilling of the well to which said unit is

‘dedicated on or before ___I_J_ovewtbef ’, 1474 , the order

.pooling said unit should become null and void and of no effect
‘whatsoever.

IT IS THEREFORE ORDERED:

< P | R B o S T . .- T
nineéral intéerests, winatever tiney nay e,

'in the Pennsylvanian formation underlying the N/2

qof Section 33 Township 19 South . Range 28 East ’

!-g'NMPM, waCLé l@—/ F,e,d r Eddy County, New MQXI'LCO;i

are hereby pooled to form a standard D20~ acre gas spacing

and proration unit to be dedicated to a well to be drilled

at an orthodox location in Unit B of said Section 33 to test the
: MIdn .

g PROVIDED HOWEVER, that the operator of said unit shail

e

»commence the drilling of said well on or before the LS*’ day of ;

h3ovenabey— , 197& , and shall thereafter continue the drilling

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

i Pennsylvanian formation;

f PROVIDED FURTHER, that in the event said operator does not i

commcncc the drilling of said well on or before the IS+' 127  day of

{ Novembe r » 1976 , Order (1) of this order shall be null l

and void and of no effect whatsocver; unless said operator obtains

ia time extension from the Commission for good cause shown.
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PROVIDED FURTHER, that should said well not be drilled to

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

(2) That Penroc 0il 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 Commission and each known working interest owner in the subject

funit an itemized schedule of estimated well costs.
d

i
g

jestimatced well costs is furnished to him, any non-consenting
i .
iworking interest owner shall have the right to pay his share
i

‘of estimated well costs to the operator in lieu of paying his

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

'share of reasonable well costs out of production, and that any

I3l
v

“such owner who pays his share of estimated well costs as pro-

'vided above shall remain liable for operating costs but shall

mot be liable for risk charges.

! (5) That the operator shall furnish the Commizsion and each

H

;known working interest owner an itemized schedule of actual well
h
costs within 90 days follcwing completion of the well; that if

{
¢

no objection to the actual well costs is received by the Com-

4
{

'

fmission and the Commission has not objected within 45 days

ffollowing receipt of said schedule, the actual well costs shall

fl

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

fis an objection to actual well costs within said 45-day period

)
f the Commissicn will determine reasonable well costs after public
4
f““ ‘notice and hearing.
b .. .
{(6) That within 60 days foliowing determination of reason-

able well costs, any non-consenting working interest owner that

“has paid his share of estimated costs in advance as provided

{
i
'
!
1
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above shall pay to the operator his pro rata share of the amount
that rcasonable 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 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, 280 ﬁ 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.

(6) That the operator shall distribute said costs and

chharges withheld from production to the perties who advanced

- wha‘c dr'l”wtﬂ 5Aacl é” ““‘d'ﬁzoo'oezq‘""y
the well costs. oth IS b .Kei as a r <o
able char -élv s e(\hSoM w2 u[e Pre,

(9) That -{5-500.0@ pe

nth is erebv fiv 3s & Teatinawnl

charge for supervision (combined
is hereby authorized to withhold
share of such supervision charge
consenting working interest, and

is hereby authorized to withhold

fixed rates)A that the operator
from production the proportionate

attributable to each non-

e g o - R
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in addition thereto, the operator

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 intercst.

[N
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(10) That any unsevercd mineral interest shall be considcred
a seven-cighths (7/8) working interest and a one-cighth (1/8)

royalty interest for the purposc of allocating costs and charges

under the terms of this orger.

(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
be withheld from production attributable to

{(12) That.all proceeds from production
well which are not disbursed for any reason
escrow in Eddy__ County, New Mexico, to be
thereof upon demand and proof of ownership;

shall notify the Commission of the name and

escrow agent within 90 days from the date of this order.
(13) That jurisdiction of this cause is retained for the

entyy of such further orders as the Commission may deem necessary.

v mr—— e

or charges shall

N v v

royalty interests.

from the subject ;
shall be placed in i

paid to the true owner’

that the operator

address of said

PR

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

designated.



