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Re: Proposeé*Federal Com. ¢ :
W/2 of Section 4, T-19-8,

New Mexico - .
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~

Dear Ms. Xlug:

Ms. elyn Chambers ‘ f’alﬂ#b°‘ , 3
1616 INncoln Street : ;
! Denver,\Colorado 80264 E
| /1 :
i Attention: Ms. Cecelia Klug : () ;

With reference to the captioned unit, we are enclosing herewith
two copies of the estimated well cost for the Federal Com. 4 Well No. 1
as required by the 0il Conservation Division of the State of New Mexico
under Order No. R-6205 Article #3.

W ARSI 0

In accordance with Article $#4 therewith of the above mentioned Orxder
you have the option to approve the estimated well cost and pay your share
in the same. 1In lieu of paylng your share of said cost out of production
and by doing so you shall remain liable for operating cost but shall not
be liable for any risk charges.

Please indicate your approval of the estimated well cost by signing
and returning one copy of the well cost estimate to this office, retaining
one copy for your file.

You are also respectfully requested to execute and return one copy
of the Operating Agreement furnished you by letter of October 9, 1979.

Please find for your reference a copy of Order No. R-6205 enclosed
herewith. If we can be of any assistance, please contact Mr. Chesley
Blackham of our. Land Section at (915) 685-4468.

Yours very truly,

}/%/yﬁo S T
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A DIVISION OF GULF OIL CORPORATION
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State of New Mexico
0il Conservation Division
P. O. Box 2088

Santa Fe, New Mexico 87501

Amoco Production Company
500 Jefferson Building
P. O. Box 3092

Houston, Texas 77001

Attention: Mike W. Burkhart
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
28 November 1979

EXAMINER HEARING
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IN THE MATTER OF:

CASE
6737

Application of Gulf 0il Corporation
for compulsory pooling, ILea County,
New Mexico.
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BEFORE: Richard L. Stamets

TRANSCRIPT OF HEARING

APPE2A2ARANCES

Ernest L. Padilla, Esqg.

Legal Counsel for the Division
State Land Office Bldg.

Santa Fe, New Mexico 87501

For the 0il Conservation
Division:

William F, Carr, Esdg.
CAMPBELL & BILACK P A .
Jefferson Place

Santa Fe, New Mexico 87501

For the Applicant:

Conrad Coffield, Esq.
Hinkle Law Firm

P. 0. Box 3580
Midland, Texas 79701

For Evelyn Chambers:
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1 i MR. STAMETS: The hearing will come to ordex.
i
2 i] Call next Case 6737.
I
i
3, MR. PADILLA: Application of Gulf 0il Cor-
4 poration for compulsory pooling, Lea County, New Mexico.
5 MR. STAMETS: Call for appearances.
. ' : 6 MR. CARR: May it please the Examiner, I
7 | am William F. Carr, Campbell and Black P. A., Santa Fe,
8 appearing on behalf of the applicant. I have two withesses
% | who need to be sworn.
c:“
gg;: 10 MR. STAMETS: Any other appearances?
@ 5 E°
5553 " MR, COFFIELD: Yes . Conrad Coffield with
—~ |_§3=
g;gé 12 the Hinkleé Law Firm in Midland, Texas, appearing on behalf
w2y
§§§2 13 of Evelyn Chambers. T do nnt have any witneesses,
<Ezi
o= " MR, STAMETS: 1I'd like to have all the wit-
1’ nesses stand and be sworn, please,
16
- (Witnesses sworn,)
18 i
19 CHARLES F. KALTEYER
20 being called as a witness and having been duly sworn upon his
21 oath, testified as follows, to-wit:
22
23 f, DIRECT EXAMINATION
! 1
i ]
2 BY MR . CARR: ;
2% : 0. Would you state your name and place of resis
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A Charles F. Kalteyer, K-A-L-T-E~-Y~E~R,
from Midland, Texas.

Q. Mr. Kalteyer, by whom are you employed and
in what capacity?

A Employed by Gulf 0il Corporation as a
Chief Proration Engineer of the Southwest District in Mid-
land, Texas.

C Have you previously testified before this
Commission and had your credentials accepted and made a mat-
te; of record?

A Yes, sir, I have.

MR. CARR: Are the witness' qualifications
acceptable?
MR, STAMETS: They are.
0. Mr. Kalteyer, would you state briefly what
Gulf's purpose is in bringing this application?
A, Gulf is seeking an order pooling all the
mineral interests underlying the west half of Section 4,
Township 19 South, Range 32 East, in the North Lusk Morrow
Gas Pool, Lea County, ¥New Mexico. This is a standard 320-

acre unit and is to be dedicated to the Federal Com 4 Well




|
- '? Ho. 1 to be drilled at an orthodox location in Unit K, 1980
2; feet from the south and west lines of Section 4.
3 1 0. And is Gulf seeking to be designated oper-
4 ator of this well?
5 A Yes, sir, Gulf is --
6 0 And the unit?
7 A -- seeking the designation as operator.
8 Q You are also going to be asking for the
9 order to assess certain costs while drilling and completing
gg gé 10 the well?
N .g-;;-‘é n A Yes, sir.
\ -4
§§§% 12 0. And also costs for supervision while the n
- ;‘gég 13_ well 1s beilng produced, and a risk factor? 1
“ova 1 A, Yes. Yes, sir.
F * 0 Will you please refer to what has been
16 marked for identification as Gulf 0il Corporation Exhibit
v Number One and explain to the Examiner what it is and what
b it shows?
1 A Yes, sir. Our Gulf Exhibit Number One
20 shows the entire boundaries of Section 4, Township 19 South,
z I Range 32 East, and outlined in red is Gulf's nronosed Federal
2 | Com 4 Unit containing the 320 acres. The proposed well is 1
23%5 circled in red. Gulf's holdings consist of the northwest
“ j quarter of the section and are outlined in yellow. The {
2%

. Evelyn Chambers tract consists of the northwest quarter of
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the southwest quarter and is outlined in blue. The balance
of the acreage in the west half of the section, consisting
of the northeast quarter of the southwest quarter and the
south half of the southwest quarter, are held by Amoco and
are outlined in green. The participation is indicated on
the exhibit., The 160 acres controlled by Gulf would hold a
50 percent interest in the unit; Amoco with 120 acres would
hold 37-1/2 percent; Evelyn Chambers with 40 acres Qould
hold 12-1/2 percent.

0. Will you now refer to what has been marked
for identification as Gulf's Exhibit Number Two and review
these documents for the Examiner?

A A WO CONS1iSLS Of COrrespoin—
dence dating back to August the 3rd of 1979, wherein Gulf
proposed the drilling of the subject well to Amoco and
Chambers.

Amoco has approved the AFE for the drilling
of this well and as seen in the top letter of the exhibit,
dated October 19th, 1979, Fvelyn Chambers has advised that
they are not prepared to enter under the operating agreement
and intend to accept forced pooling.

0. Mr, Kalteyer, did Gulf give notice of this
hearing by certified mail to both aAmoco and Chambers?

A, Yes, sir, notice was given.

0. 71i1ll you now refer to what has been marked

y
i
|
{
2
1
|
i

!

WY

B
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Exhibit Number Three and review the data contained thereon
for Mr. Stamets?

A Exhibit Mumber Three is a cost estimate
prepared by our Hobbs Area Office personnel on May 1lst, 1979,
for the drilling of the Federal Com 4 No. 1 to a total depth
of 13,100 feet. |

Gross cost of the AFE to drill and complete
amounts to $776,000. In addition to this amount, Gulf esti-
mates some $50,000 for surface producing equipment for a
successfully completed gas well, giving a total cost of scme
$826,0040Q.

0. Will you now refer to what has been marked

A Exhibit Four is a schematic diagram of
casing and tubing settings planned b? our Hobbs office for
the well. Gulf proposes to set 13-3/8ths surface casing at
400 feet; 8-5/8ths intermediate at 4200; and 5-1/2 inch
production casing at 13,100, and approximately 13,000 feet,
2-3/8ths tubing set on production packer.

Q Mr. Kalteyer, are you prepared to make a
recommendation to the Examiner concerning the charges for
overhead and administrative costs while drilling and pro-~
ducing the subject well?

A, Yes, sir. In accordance with the accountin:

procedure of Council of Petroleum Accountants Societies of
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= 1 ?“ North America, or COPAé of 1974, for indirect overhead Gulf
2 ‘ proposes a fixed rate basis of $3330 per month during the
3| drilling and completing operations, and a figure of $333 per
4 month while the well is producing. These are currently
N 5 Gulf's standard charges under joint operating. 3
6 0 And it is your recommendation that these
7 figures be incorporated into any order which is entered pur-
8 suant to this hearing?
9 A Yes, sir. : |
Qs Sz 10 0. Will you now refer to what has been marked
9§t
g;ég 11 | Gulf's Exhibit Number Five and explain this to the Examiner? 1
B ggg; 12 A Exhibit Five is a plat of the area showing
- Eég% 13 thnse wells that have heen comnleted in the NMorth Iusk Morrow -;
g‘g’;' " Pool. The wells which have produced from this field are ;v
* .cilicled in yellow. The proposed Federal Com 4 Unit is out- 1
¥ ! lined in pink in Section 4.
17 0. Now will you refer to Exhibit Number Six? 2
18 B Gulf's Exhibit Number Six is a tabulation i
19 | of gas production data for these North Lusk Morrow Gas Pcnl i}
20 | wells which produced gas in 1978 or '79.
21 ‘ Three wells have been completed in the ,
2 pool but as of July have not reported any production. Each i
23 ] well's monthly production is tabulated together with the
24 1978 annual, as well as the cumulative, as of August 1lst,
% 1979. Also listed the vear to date production for '79 and
w { ]
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- 1{5 the daily average production rate of each well based on the
2 % reported days on production.
3 The daily average production in '79 ranges
4 from a low of 208 Mcf per day in Mewbourne 0il Company's
3%: 5 Federal "G" No. 1, located in Unit K of Section 27, Township |
6 18, Range 32, and to a high of 1166 Mcf per day in Petroleum |
7 Developmen£ Ccrporation's McKay Shell Federal Well No. 1 in
8 Unit L of Section 3, Township 19, Range 32, :
9 Based on the data, the five wells produced
gggg 10 at a daily rate of 2878 Mcf per day during the first seven
] %géé n months of '79, or an average of 576 Mcf per day per well, j
g%gi 12 Cumulative production for the pool as of August lst, '79,
%835 | ac come 1,167,570 mes,
L L . .
0. Mr. Kalteyer, in your opinion is the
® Drilling of the proposed well a high risk venture?
16 A, Yes, it is the opinion of Gulf, and I be-
7 lieve the opinion of those operators drilling for Morrow in
18 southeast New Mexico, that Morrow drilling is a high risk
w venture.
20 0 Do you have a recommendation to make as to
2 what provisions this order, the order resulting from this
2 hearing, should contain as to the interest owners who do not
% % pay their share of the estimated well costs? §
245% R, We are recommending that a compulsory ;
25

|

i
pooling-order De issued and should have withheld from prochtgon
|
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for nonconsenting parties their share of reasonable well
costs plus an additional 200 percent as a reasonable charge
for risk involved in the drilling of the well, These are
Gulf's normal voluntary joint operating agreement standards
for a nonconsent interest,

0. In your opinion will granting this appli-
cation result in the prevention of waste?

A It is my opinion that the entry of an orden
providing for the drilling of the Federal Com 4 Well, as
proposed by Gulf, will prevent waste and the drilling of un-
necessary wells by providing for the efficient development

and production of reserves under the west half of Section 4.

o In vour oninion will granting this appli-
cation impair the correlative rights of anyone in the unit?

A. No, sir.

o Were Exhibits One through Six prepared

either by yvou or under your supervision and direction?

A, They were,
MR, CARR: At this time, Mr. Examiner, we

would offer into evidence Applicant's Exhibits One through |

Six, and I have nothing further on direct.

MR, STAMETS: These exhibits will be ad-

mitted.

Are there questions of the witness?

MR, COFFIELD: Yes, sir.
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CROSS EXAMINATION

BY MR. COFFIELD:

0. Mr. Kalteyer, what I believe is Exhibit
Three is the AFE, you stated was dated May 5th, is this AFE
the same -- would this AFE be the same as the one that was
submitted to Mrs. Chambers?

A Yes, Yes, sir.

0 Mr, Kalteyer, you also stated that you weré
recommending administrative overhead costs be awarded in the

amount of $3330 a month for drilling well and $330 a month

for a producing well, and that this was Gulf's current amounts.

Are there other wells in this area that carry this same
figure for adminlistrative overhead costs?
A, Yes, sir, all of our joint operated pro-

perties that are drillced as of this date carry those same

(0]

figures. I believe you said $330. 1t’s $333 per month whilsg

producing.
Q. $333.
A and $3330 per month during drilling.
0. Yes, sir.
A And completing,
e Yes, sir, The wells that have been spotteq

on your r~xhibits here shown as Morrow producers, are these

all operated by Gulf? %

A No, sir. No, sir. You'll notice on Exhibit
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1 i Six, Mewbourne 0il, that's the production tabulation, I think,
2 ‘ you'll notice the Mewbourne 0il has two wells; Petroleum
r
3 | Development Corp. had four on that first page, two of which
4 have been depleted or recompleted; and also they have one on
5 the second page that has not been placed on production.
6 Gulf has two wells that have been completed and as of the
7 July production data we did not have any record@ of production
8 to offer; and Shell --
9 Q And relative to the -~ excuse me, Mr. Kal-
of3: 10 -
ss.‘;; teyer, go ahead. I'm sorry I interrupted you.
@§se
g;g% n A And Shell has one well,
B :;ggz 12
;'g‘ﬁé 0 Okay. Relative to the wells, then, you
wAag
%"'z"é% 13 show on this Exhibit €ix, ncnc cf these are orerated by Gulf
= g
GEE" 4 |
as far as producing wells and you have two that Gulf has
b potentialed?
16 A Yes, none of the past producing wells, but
v Gulf has two wells on production at this time,
N
18 0 Okay, so would it then be only these two
19 . .. .
that you're able to testify to as far as administrative and
20 .
opexrating costs?
21 .
A, Yes, sir,.
jE 0. Those two hear the figures that you've
[ given us?
24 . .'
; A Yes, sir. : :
R ]
25 . i
! 0 Mr. Kalteyer, the nearest producing wells |
/
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from the Pennsylvanian formation are spotted here on your
exhibit all lying to the, basically, to the east and the
north.

A Yes, sir.

0 Is that correct? VWould it be accurate,

then, to characterize this new proposed well as a step out

or a logical development of the particular area?

A As a development outpost.

Q Yes, sir,

A I believe werwould classify that.

0 So you would not classify it as a wildcat?
A, No, sir.

0. Normally wouldn't it be true that a wild-

cat would be the mcst risky? And would be the most --
the chanciest.kind of a prospect --

N Yes, sir.

0. -- as opposed té a development well?

You stated that you're recommending a 200
percent risk factor and that this is the risk factor that
would normally be carried in your joint operation contracts.

A Yes, sir.
Q. Is that true? Or in other words, in the
usual AAPL form it would be 300 percent nonconsent orovositi

Do you know whether that type of joint

operation contract was offered to Mrs. Chambers?

- W

B i a o patoaa. Mmoot ag

s
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A 1t's my understanding that our standard

2 | operating agreement was offered to her.

3 | MR. COFFIELD: I have no other questions

T

4 of Mr. Kalteyer.

6 CROSS EXAMINATION
7 BY MR. STAMETS:

8 0 Mr. Kalteyer, do you know what the poten-

fife g i S oE

9 tials and pressures on your Landsdale and the Vanderburg

« 9
SEzs 10 | Wells are?
CFER |
g;gg " MR. CARR: Mr. Stamets, we're going to call
AN P
§§§§ 12 | another witness who I think can answer that.
sy
a thk
ggéi 13 MR. STAMETS: Very good.
o« x 2 ,
»wis 14 . . .
Any other questions of this witness? ‘
15 ' MR, CARR: I've got one.
16
17 REDIRECT EXAMINATION

8 | By MR. CARR:

19

0. Mr. Kalteyer, in your opinion is a Morrow
20 development well still a risky proposition? |
21 |
A Yes, sir, very definitely. {
4
22 . |
MR. CARPR: I have no further questions, i
|
! |
B MR. STAMETS: The witness may be excused. |
i ‘
24 , |
‘ MR. CARR: At this time I would call C. D. !
e % {
} | Stenbergq. I
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:
2 L}
|
3 i C. D. STENBERG
4 being called as a witness and having been duly sworn upon hii
5 oath, testified as follows, to-wit:
]
7| DIRECT EXAMINATION

8 BY MR, CARR:

9 o Will you state your full name and place
g &3z 10 of residence?
S e
- T
g%g% " A C. D. Stenberg, Midland, Texas.
_— h x 3:
§§§£ 12 0. Have you previously testified before this
@ A
-
§§g§ 13 Commission, Mr. Stenberg, and had your credentials accepted
=
<=2
wYs :
©= L as a matter of record?
% A Yes, sir,
16 0 And by whom are you employed?
17 A Gulf 0il Corporation.
18 .
0. In what capacity?
9 A Geologist.
20 0. Are you familiar with the application
21 . .
presented in this case?
22 ' A Yes, I am.
2 ? MR. CARR: Are the witness' qualifications |
b I
24 ) :
i acceptable? {
g MR. STAMETS: They are.
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0 Mr. Stenberg, have yourstudied the area
which is the subject matter of this case and prepared certaiJ
exhibits for introduction?

A Yes, I have.

0. Will you please refer to what has been
marked for identification as Gulf 0il Corporation Exhibit
Number Seven and explain to the Examiner what it is and what
it shows?

“A Exhibit Number Seven is a plat of the pro-
posed location area to show the structure and the position
of the orthodox location, which is colored in red. This is
in the ILusk North Gas Pool, Lea County, New Mexico, and the
proposed orthodox location is 1980 feat from the sonth ané
west, Section 4, 19 South, 32 East,

The 320-acre proposed proration unit is
cross hatched and Morrow produders in the North Lusk Field
at present are}colored in yellow.

The contour lines on the plat are contoured
with a contour interval of 50 feet and represent the structur
on a correlative bed just above the top of the Morrow forma-
tion. The east dip depicted by the contours is representativ

of the area's regional dip and shows the pool to be strati-

graphic in nature with the only structural configuraticn ‘
being slight east nosing without any closure.

Q. Mr. Stenberg, do you have some additional




Santa Fe, New Mexico 87501

CERTIFIED SHORTHAND REPORTER
3030Plazs Blancs (§06) 471-2462

SALLY WALTON BOYD

10
n
12
13
"
1%
16
(17
18

19

21

23

24 %

Page 12

data you can present as to various wells depicted og ﬁﬁis
rlat?

A, Yes. In -- to accompany the yvellow colored
Morrow producers to show this is the extent of the field to
date producing to the west. To the northwest of the proposed
location in Section 29, 18 South, 22 East, I have one dry -
hole, which had a TD of 19 -- or 11,965 feet. Now in rela-
tion to these wells that I list down here, to the west side’
of the proposed area it takes approximately 12,100 feet of
depth to reach the Morrow formation.

fhe next well to the south in Section 32,
18 South, 32 East, has a T™D of 11,600 feet, which is 3trawn.
This is to point out there is no further or whether or not ’
there's further Morrow information to the west of the pro-
posed location.

Now in Section 5 of 19 South, 32 East,
which is directly west of the proposed location, we have
three wells. The one in the southeast quarter has a TD of
11,815 feet. 1It's a Wolfcamp producer. The one in the north
west quarter of Section 5 has a TD of 11,440 feet, which is
a Strawn producer. The one in the southwest guarter has a
TD of 11,437 feet and is a Strawn producer,

Now in Section 8, right south of it, it
I

would 8, 19 South, 32 East, we have three wells. The one ini

the northwest quarter has a total depth of 11,447 feet, which

¥

11

i s o e A P
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is plugged and abandoned, and it's marked that way on the
plat. In the southwest quarter we have a TD of 12,800 feet,
which did penetrate the Morrow. This well perforated the
Morrow formation from 12,408 feet to 12,694 feet and was
acidized, swabbed gas in the amoﬁnt too small to measure,
was temporarily abandoned, is a Strawn producer.

And the other well in Section 8, in the
southeaét quarter, has a TD of 11,887 fee;, which is TA'd.

And down through these four sections west
of the proposed location shows that there is not ~- there is
no further Morrow production, therefore the proposed loca-
tion will be -- will include the western extension of the
Morrow to date

Now the stratigraphic nature of the pool
will be shown on the next exhibit, Exhibit Number Eight,
which is a cross section through the wells marked with line
A-A' on the plat.

Now note the third well in the cross sec-
tion, before we go to Exhibit Eight, the third well from
letter A is circled with a broken circle and not colored

yellow. This did drill through the Morrow and was

narfar—
perfor
ated but it did not make a Morrow produczr, and it's plugged
back to the Wolfcamp, which we'll see on the cross section.

0 All right, Mr. Stenberqg, if you would now

go to Exhibit Number Eight, and review this for Mr. Stamets.

ENCURI N A
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A Now the cross section is hung on a strati-

graphic marker with a heavy line at the top of the cross
section called the reference datum. The well names and loca-
tions are at the top of the logs and these logs are gamma

ray neutron density logs, all the same type log.

And below the logs at the bottom are drill
stem tests if there were any in the Morrow, and perfs, initia*
potentials, and the name of the producing formation.

Now the perforations aré colored in red on
the righthand -- on the lefthand side of the depth track and

drill stem tests on the first two logs are blocked out on thﬁ"

1

righthand side of the depth track. Now there's a heavy verti
cal line from the depth track over 10-1/2 divisions there's

a heavy vertical line which represents 5 percent porosity
line crossed by the neutron and density curves.

Now the footage numbers out to the side,
the righthand side of the ~-- in large numbers out to the
righthand side of the log are -- represent fegt of pay, net
pay over 5 percent porosity. The other lines on the cross
section are correlation lines which correlate the sand strinq
between wells and numerous lenses are seen which are contin-
vous but thicken and thin Isopach-wise, and also there are
numerous lenses which are not continuous and are shown on
the pinchout between wells.

0. Now what conclusions can you draw from this

D
H
]

el Ll i L

4
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o 1y information?
2 J A The purpose of the cross section is to
3, show that this is a stratigraphic pool and although there
4 "are several clean sand lenses in these wells, the changes
5 in Isopach thickness and porosity characteristics show that
6 drilling in the area is a high risk venture.
7 Now if we compare Log number four, which
8 is at the righthand end of the cross section, that's the
9 Gulf Landsdale, comparing that to Log number three, this was
gg §§ 10 the ore that was circled with a broken line on the plat,
N gg;{é n okay, line number three has three sets of perfs, which are
Eg;é 12 represented by lines drawn through the perforations, and
-
;gég 13 these perforations failed to produce gas in a commercial
5§§m 1 quantity. Down at the bottom you'll see the maximum €£low
B was 30 Mcf and subsequently it swabbed dry.
16 Now these two lefthand, or these two logs
7 have perforations in the same stringers and even though the
13 | stringers, the sands in loc number three are thicker than
9 the ones in the producer to the right, it still failed to
20 produce. The porosity is considerably less.
20 - Now the two lefthand logs on the cross
2 f section have sands in the same intervals which produced in
= ' the same intervals as the plugged perforations in log three,
| 2 There were drill stem tests through this interval and you s
2 can see down at the bottom the drill stem tests, the first
i
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log, gas to the surface in 77 minutes, volume not measured.
And it recovered 61 feet of distillate, but the gas was non-~
commercial, noncommercial quantities.

The drill stem tests on the second log
produced only 500 Mcf.

Now these iwo logs, the first two logs on
the left, however, they have one small stringer which is
common to both wells in which the production, the current
production, is now. And the conclusion is, therefore, from
this exhibit, is that there is a good poésibility of moving
to the west from the present production, west and south, and
find a possibility of only 3 feet of net pay over 5 percent
porosity, and at a drilling depth of 13,000 feet there would
be costs of the well, which Mr. Kalteyer mentioned, definitelly
proves that this is a high risk venture.

Q. Mr, Stenberg, are you prepared to make a
recommendation to the Examiner as to the risk factor that
should be assessed against those who do not participate in
the drilling of the well?

A Yes, sir. I believe from this evidence
that the penalty should be cost plus tl2 maximum, 200 percent

penalty.

0. Did you hear the question asked by Mr. i
Stamets concerning the Landsdale Well?

A The pressures?
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1 | 0. Yes,
2 | R Yes, sir.
3 5 Q. Could you -~ are you prepared to answer
4 that question? We'll need the pressure and the production
5 there.
6 A All right. Well, I didn't put the pressure*
7 down here, I don't believe.
8 Okay, Mr. Stamets, what was it exactly,
9 you wani to know the pressure, if we have any pressure data
gggg 10 on the -- |
- %;ég n MR. STAMETS: Right.
&‘%55 12 A —-- Vandever?
32 a5
»83:, MR. STAMETS: On the two Gulf wells there.
ZEzd
w8z " A Or the Landsdale? Okay, the Landsdale,
% which is in -- well, that's the fourth log on the cross
16 section. The calculated absolute -- the calculated cpen
1 flow was 14965 Mcf gas per day; GOR 176,800,
18 MR. STAMETS: What was your shut-in pressune?
9 A shut-in wellhead 3420. Shut-in bottom
20 nole pressure 2900 pounds. I dorn't have a time on that in
21 this.
! l
2 } MR. STAMETS: Obviously that wasn't taken [
2 at the same time if your bottom hole was less than your
2 surface. ;
% R That's what they have on the scout card,
/
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sir. I'm sorry I don't have the -- I don't have our own
file. I don't know if it would be the same or not.

I have the drill stem test pressures here.
Let's see, the first drill stem test, it flowed estimated
2330 Mcf; initial shut~in or flow pressures, what would be
useful, flow pressures?

MR. STAMETS: Shﬁt—in pressures.

A The one-hour initial shut-in, 5985; flow
pressure is 585 to 1002; 3-hour final shut-in pressure,
5679.

Now the second drill stem test, which is
also in the perforated interval, l-hour initial shut-in,
5757; flow pressure 3481 to 4488; 3-hour final shut-in, 5713|

MR. STAMETS: Have you got a shut-in pres-
sure on the Vandiver Well?

A Let's see. Which one is the Vandiver,
let's see.

MR. STAMETS: It would be the first one
on your cross section.

A, Okay, it would be -- okay. I have -- hey,}
Chuck, come here a minute; see if vou can help me figure
this out.
(There followed a discussion off

the record.)

A Let’s see, okay, on the Vandiver, on the
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drill stem test, the first drill stem test on the Vandiver,
initial shut-in, 4052; flow pressure, 1292 to 1313; and the
final shut-in, 4052,

Those are written on the cross section, a

little hard to read, but I think those are right. Okay,

the .bottom drill stem test is on there, also, initial shut-ing S

5764; and flow pressure -—- well, there are initial and final,
preéflow and flow pressure, the first one is 2226 to 2332; .
the regular flow during the test was a little higher, 2332
to I believe that's 3688. ©Oh, that is the drill stem test,
okay, that's right.

Now, we don't -- I don't know if wé have
a 3-hour final. 5705, 3-hour final shut-in.

MR. STAMETS: I think those will be good
enough for our purposes here.

How old a pool is this North Lusk?

) Well, the Petroleum Development started
these wells, I think, were the first ones, 19 -- let's see,
the McKay Federal in Section 34, the northwest one, is com-
pleted 7-11-76.

MR, STAMETS: So it's at least three years

old by this time.
A, It's approximately, yes.

0. The pressures that you've seen here indicate

that either lack of communication or indication that you
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are picking up zones that are not being produced in the old
wells.

A Yes, sir, I believe, yes, that would be
evident on the cross section. There definitely are differen
completion intervals and in different lenses and they would
not necessarily correlate.

0 I would gather this is a typical Morrow
pool with the typical Morrow risks associated with it.

A Yes, that's my conclusion because of the
stratigraphic nature of the pool, the risk would be consider{
able.

MR, STAMETS: Any other guestions of the
witness?

MR. COFFIELD: Yes, sir.

CROSS EXAMINATION
BY MR. COFFIELD:
¢ Mr. Stenberg, you have, first of all, if
I understood you correctly, you said you expect this pros-
pective well to be on the outside limits of the -- or the
westerly extension, anyway, of this particular pool,.

A It will be on the -- it's on the west --

e

ves, it's on the west side, right.
0. Are you prepared to say that that's the

end of it there? Do you know enough about it to the west?
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A, Well, I said, let's see, in Section 5 we
have -- let me see which well that was, that No. 14. All
right. The closest -- the closest Pennsylvanian well west,

which would be a west offset 320 to the proposed location,

only drilled to 11,815 feet, so we have no Morrow informatioq. 4

Q Okay. How many units must this North Lusk
Cas Pool, how many dry Morrow wells have been drilled?

A The closest ~- the closest one to the
proposed location would be southwest, the one in Section 8.

Q. And are there other dry holes in the imme-
diate area?

A Yes. Yes, there definitely is. The one,
the third log on the cross section, the log thifd from the
left on the crosS“section, is the one that pegforated the
Morrow and made gas toc small to -- or in noncégmercial
quantities, and was plugged back to the Wolfcamp; as a Wolf-
camp producer, which is direct offset to producing wells.

0. Okay, well then what, there would be two,
two more wells in the area that have drilled as dry ho;es?
Would these others be prcducers that are spotted on your
exhibit?

A That's -- that pretty well covers -- that
definitely covers the area within, oh, a couple miles of

the proposed location, which is about as far -- is farther

than you can project Morrow, anywvay.




CERTIFIED EHORTHAN!) REPORTER

SALLY WALTON BOYD
3030Plaza Blanca (§0)) 47134483
Banta s, New Mesioo 87601

10

1

12

13

15

16

17

18

19

21

23

24

Pagu 27

0. So in that area there are significantly
more Morrow producers than there are Morrow dry holes.

A, Oh, yes, right,

0 What would you say the odds of completing
this as a Morrow well are? In other words, how risky is
risky?’

A I believe if I had to make a guess as to
the production, I would have to assume that it could be no
better than the 3 feet -- notice on the cross section, where
the producing area, or the producing interval on the first
t of net pay marked. Therefore, I
would have to assume that we may anticipate drilling a
13,000 foot hole and get only 3 feet of pay.

0 Would that justify the drilling of the
well? |

A The initial potentials show that it will
possibly pay for drilling the hole; however, they are too
new yet that we don't have cumulatives or information which
would show actually what the ultimate -- that would be,
However, 3 feet of pay will, yes, it would be worth drilling
a well on the basis of those two wells so far.

0. Well then, as far as odds are concerned,
getting back to that question, Mr. Stenberg, would you say

that the odds are that you will in fact get a Morrxow well

in this case?
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A, It's -- it's worth the risk to drill the
well because of the information in the area. As far -- 1
mean it's worth the risk to drill the well as well as you
can any Morrow well in a field, on the edge of a field.
0 So it's no riskier than any other?
MR. COFFIELD: I have no other questions.
MR. STAMETS: Any other guestions of the

witness, Mr. Carr?

REDIRECT EXAMINATION

BY MR. CARR:

Q Mr. Stenberg, is it also a distinct pos-
sibility that you will drill this well and drill a dry hole?

A Definitely, we have -- when we have offsey
wells which have only 3 feet of pay, that's -- and the
stratigraphic nature of the pool, the way the stringers can
appear and disappear, and like I have in the cross section,
we have a well which will not produce in the Morrow, which
is surrounded by producers, so therefore it's very possible
to d#ill a dry hole.

0. Were Exhibits Seven and Eight prepared by |

you?

A Yes, they were.
MR. CARR: At this time, Mr. Examiner, we i

would offer into evidence Gulf 0il Corporation Exhibits Seve

|
|
i
1




., and Eight.

2] MR. STAMETS: These exhibits will be agd-

3 t mitted.

4 ) MR. CARR: I have nothing further.
5 MR. STAMETS: Any questions? The witness
6 may be excused.
7 Mr. Ccffield, do yov have anything to
8 offer?
9 MR. COFFIELD: Yes, Mr. Examiner, I would
EEEE 10 state on behal f of Evelyn Chambers that as you can see, of
of it
my <y
z=23 n course, with regard to I guess it's Exhibit Two or Three,
o 2%
~ gi
;Ei’é 12 the correspondence that Mrs. Chambers has no objection to,
-
>0 5': 13 . . . .
::;hg as she has stated, the forced pooling action in this case.
E
o =2 -
wis .
©= " However, Mrs. Chambers does feel that the 200 percent risk
5 factor that's been requested by Gu’. is excessive. It ap-
16 pears to us that the evidence and exhibits, the exhibits and
17 testimony that's been offered in this case, indicate that
8 this is in fact a good prospect. Certainly there are signi-
19 ficantly more producers, Morrow producers, in this particulaxy
20 area than there are dry holes, and according to that, the
2 odds do appear to be excellent that a Morrow producer can
22 . .
be developed in this area,.
?> 23§ Accordingly, Mrs. Chambers is willing to
¥ i
24
i agree that a 100 percent penalty factor would be safe.
7 . 25§
) \ ; MR. STAMETS: Mr. Carr? ,
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iy J
L MR. CARR: Mr. Stamets, I don't think any- |
|
2} one would attempt to drill a Morrow well unless they thought
[
3 there was a chance that they could make a well, but I think
4 it's important when you consider this case to recognize that
5 there are two dry holes in the immediate area and certainly
8 there are not excellent odds that they're going to in fact
7 make a -~ obtain a commercial Morrow well,
8 We think that in view of the characteristick
9 of the Morrow and the testimony presented today, that the
of s, . ,
sg;: 10 only reasonable risk factor, or penalty, that can be assessed
@§se
Z 24 n by this Commission is the maximum 200 percent,
— g §:23
-
;§_§§ 2 MR, STAMETS: The case will be taken under
o A -
> O ak
- -"'é' éz 13 advisement.
: -3 ELI
15 .
{(Hearing concluded.)
16
17
18
19
20
21
!
22 4
.
2
f | E
% .
y
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1 i [ o v b LIEA N : PO N hi N . ‘
] oot o hwenxiveg w1l ocone o ovdeyw.
2 | ¢all nent Case 6737,
I
[
3 | e rrxniag Application of Gulf 01l Cor-
1
4 poration for compulsory pooling, Yea County, lew lMewico. 1
5 [ N FAI SR BRI Call for appearances.
6 MR, CARD: May it »lease the Exeniner, I 1
7 anm Willian F. Carr, Campbell and Black ¥. A., Santa Fe, }
= 3 appearing on behal? of the applicant. I have two witnesses 3
b e
‘ 9 » 1
who need to be sworn,
oS o
>-='-';‘,.3 10 MR, OETRMEYS: Aoy other appearances? :
O § & :
ol B 11 - p
: g::gg MR, COFPIZLD:  Yesg , Conrad Coffiold wi 3
;'g‘_ﬁ; the linkle Law Firr in ¥Midland, Texas, appearing on bhehalf
- ;o ’
>g g% 13 |
"!Eiz of Fvelvn Chambers. I do not have any witnesceasn,
<53 )
L "
Mp, SPRMETS:  I'd like to have all the wit-
¢ 15 . _
nesses stand and be sworn, please.
16
47 (Witnesses sworn.)
18
19 CHARLTS F. KALTEYER |
0 being called as a witness and having been duly svorn upon hls,
' . :
21 oath, testified as follows, to-wit: .
2 |
23 | DIRECT EXAMINZTTON
|
24 ij BY MR | CARR:
z 2% O Would you state vour name and place of resiy
5 i
. 1 i
| |
i
.
‘ {
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dence?

M Charles ). Kalteyer, K-A-L-T-L-Y-L-R,
from Midland, Texas.

Q Mr, (alteyer, by whom are you employed and
in what capacity?r

A Employed by Gulf 0il Corporation as a
Chief Proration Enairicer of the Southwest District in Mid-
land, Texas.

Q Have you previously testified before this

Commission and had your credentials accepted and made a mat-

L e A
PP R ATAV P AV iy

]

texr
A Yes, sir, I have.
o Are you familiar with thc subicc
of this case?
A Yes, sir.
MR. CARR: Aré the witness' qualifications
acceptable?
MR. STAMETS: They are.
o Mr. Kalteyer, would you state briefly what
Gulf's purpose is in bringing this application?
A Gulf is seeking an order pooling all the
mineral interests underlying the west half of Section 4,
Township 19 South, Range 32 East, in the Horth Lusk Morrow
Gas Pool, Ieca County, Hew Hexico. This is a standard 320~

acre unit and is to bhe dedicated to the Federal Com 4 Well




i
il
|
1
| Page 5
h 1
1 No. 1 to Lbe drilled at an orthodox location in Unit X, 1980
2 .
| feet from the south and west lines of Section 4.
;
3 . .
i Q. And is Gulf seeking to be designated oper-
4 ator of this weall?
5
] A Yes, sir, Gulf isg --
6
J And the unit?
7
A, -~ seeking the designation as operator. i
8 . o
0 You are also going ko be askinc for the
9 C
order to assess certain costs while drilling and completing
os <z 10
o § e the well?
I Tty
§§§§ " A Yes, sir.
-~ =%
' E T 12
;égﬁ | 0 And aleo coste for supcrvision while the
[ J
N >Q 8~ 13
Eggg well is being produced, and a risk factor?
wy3” 1
A Yes. Yes, sir.
e 15
Q Will you please refer to what has been
16
marked for identification as Gulf 0il Corporation Exhibit
17
Number One and explain to the Examiner what it is and what
18
it shows?
19
A Yes, sir. Our Gulf Exhibit Number One
20 _
shows the entire boundaries of Section 4, Township 19 South,
21
| Range 32 Dasi, and outlined in red is Guli’s proposed rederal
2
Com 4 Unit containing the 320 acres. The proposed well is
23
i circled in vred. Gulf's holdings consist of the northwest
24 ¢ N i
. quarter of the section and are outlined in yellow. The
2%
| Evelyn Chambers tract consists of the norxthwest guarter of
{
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the southwest quartey and ig outlined in blue. 2he balance
of the acreage in the west half of the scetion, consisting
0f the northeast quarter of the southwest quarter and the
south half of the southwest auarter, are held hv Amsca and
are outlined in green. fThe participation is indicated on
the exhibit. The 160 acres controlled by Gulf would hold a
50 percent interest in the unit; Amoco with 120 acres would
hold 37~1/2 percent; Evelyn Chambers with 40 acres would
hold 12-1/2 percent,

0. Will you now refer to what has been marked
for identification as Guifis kxhibit Numher Two anid ravisw
these documents for the Examiner?

A. Exhibit Number Two consists of correspon-
dence dating back to Auqgust the 3rd of 1979, wherein Gulf
proposed the drilling of the subject well to Amoco and
Chambers.

2moco has aporoved the AFF for the drilling
of this well and as seen in the top letter of the exhibit,
dated October 19th, 197%, Evelyn Chambers has advised that

they are not p.epared to enter under the operating agreement

and intend tn accept forced noclin

re
- i - 2.

0 Mr. Kalteyer, did Gulf give notice of this
hearing by certified mail to both amoco and Chambers?
A Yes, sir, notice was given.

0 Will you now refer to what has been marked |




Page

i Ixhibit Number Three and revicw the data contained thereon

|
21 for Mr. Stamets?
| i
3, A Exhibit Number Three is a cost estimate
4 prepared by our llobbs Area Office personnel on May lst. 1979,
= - 5 1 for the drilling of the Federal Com 4 Ho. 1 to a total depth
“:, 6 - - 1
7 Gross cost of the AFE to drill and complete
8 amounts to $776,000. In addition to this amount, Gulf esti-
1
9 mates some $50,000 for surface producing ecguinment for a
oSS, . 5
sg e2 10 successfully completed cas well, givino a total cost of some §
De T 1 j
zg ol $826.,000, :
: O % Se
§§§§ Q Will you now refer to what has been marked
> O 3 .
:;éég 13 Exhibit Number Four and summarize the data contained thereon?
<
Bw3s
o= b A Exhibit Four is a schematic diagram of
® casing and tubing settings planned by our Hobbs office for
16 the well. Gulf proposes to set 13-3/8ths surface casing at
7 400 feet; 8~5/8ths intermediate at 4200; and 5-1/2 inch !
;
i
18 production casing at 13,100, and approximately 132,000 feet, j
19 . . |
2-3/8ths tubing set on production packer. i
20 i
1) Mr., Kalteyer, are you prepared to make a |
21 'f
recommendation to the Examiner concerning the charges for |
22
! overhead and administrative costs while drilling and pro-
23
i ducing the subject well?
!
24 ‘ ’ j
i A Yes, sir. In accordance with the accountlnq
2 ¢ |
i procedure of Council of Petrolcuwn Accountants Societies of
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North America, or COPAS of 1974, for indirect overhead Gulf

proposes a fixed rate basis of $3330 per month Quring the
drilling and completing operations, and a figure of $333 per
month while the well is producing. These are currently
Gulf's standard charges under joint operating.

Q » And it is your recommendation that these
figures be incoyporated into any order which is entered pur-
suant to this hearing?

A Yes, sir.

0. 7ill vou now refer to what has heen marked
Gulf's Exhibit Number ¥Five and explain this to the Evaminer?

A, Exhibit Five is a plat of the area showing
those wells that have been completed in the North Lusk Morrow
Pool. The wells which have produced from this field are
circled in yellow. The proposed Federal Com 4 Unit is out-~
lined in pink in Section 4.

0. Now will you refer to Exhibit Number Six?

A Gulf's Exhibit Number Six is a tabulation
of gas production data for these North Lusk Morrow Gas Pool
wells which produced gas in 1978 or '79.

Three wells have heen comnlated in the

pool but as of July have not reported any production. Fach

well's monthly production is tabulated together with the
1978 annual, as well as the curmulative, as of August lst,

1979. Also listed the year to date producition for '79 and

L3
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the daily averadge production rate of each well based on the

reported days on preduction.

The daily average production in '79 ranges
Lo a 1ow of Z435 pver day in Mewbourne 0il Company's
Federal "G" No. 1, located in Unit X of Section 27, Township
18, Range 32, and to a high of 1166 Mcf per day in Petroleum
Development Corporation's McKay Shell Federal Well No. 1 in
Unit I. of Section 2, Townghin 19, ge 32.
9 ’ :
Based on the data, the five wells produced
C’§§g 10
6§3= at a dally rate of 2878 Mcf per day during the first seven
;'&‘is 1
Ci%EE montihs of ‘79, or an average of 576 Mcf per day per well.
SEn 12 | N
;gg?: Cwnulative production for the pool as of August lst, '79, -
L d
SEf; W
JERE was some 3,363,570 Mcf.
&y3” “
43 ¥y. Kaltever, in your opinion is the
1% .
Drilling of the proposed well a high risk venture?
16
A " Yes, it is the opinion of Gulf, and I be-
17
lieve the opinion of those operators drilling for Morrow in 1
18
southeast MNew Mexico, thit Morrow drilling is a high risk
19
venture.
20
Q Do you have a recommendation to make as to
21
what provisions this order, the order resulting from this
22
j hearing, should contain as to the interest owvners who Jdo not
23 | i
b pay thelr share of the estimated well costs? !
24 f
. A, tle are recommending that a compulsory J
% | |
: noolinag order be issued and should have withheld from production
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for nonconsenting parties their share of rcasonable well
costs plus an additional 200 percent as a reasonable charge
for risk involved in the drilling of the well. “hese are
Gulf's normal voluntary joint operating agreement standards
for a nonconsent interest.

Q In your opinion will granting this appli-
cation result in che prevention of waste?

A It is my opinion that the entry of an order
providineg for the drilling of the Federal Com 4 Well, as
proposed by Gulf, will prevent waste and the drilling of un~
necesaary wella hy nroviding for the afficient developmen
and production of reserves under the west hal{ of Section 4.

Qa In your opinion will granting this appli-
cation impair the correlative rights of anycne in the unit?

A No, sir.

Q Were Exhibits One through Six prepared
either by you or under your supervision and direction?

A They were,

MR, CARR: At this time, Mr. Examiner, we

would offer into evidence Applicant's Exhibits One through

8ix, and I have nothing further on direct.

14
{u
1

MR, STAME

Q. Phase ovhibite will be

PRS-

nitted.

Ave there auestions of the witness?

MR, COFFINLD: Yes, sir,
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i
- -
!
21.l
ﬁ CROSS LNAMINATION
3 BY MR. COFFIELD:
4 n Mr. Kalteyer, what I belisve is Dxhdbit
5 Three is the AFE, you stated was dated May 5th, is this AFE
s the same -- would this AFE be the same as the one that was
Y submitted to Mrs. Chambers?
8 A Yes. Yes, sgir,.
9 Q Mr. Kalteyer, you also stated that you werd
og=.
sggg 10 recomnending administrative overhead costs be awarded in the
oL
-"\,8 1 ~ N2 vy ? ] T Ama~ -
o2k amcunt of $3330 a wonth for Arilling well and $330 a month
e
- =8
5555 12 for a producing well, and that thig was Gulf'e current amcunde
Fanmg
»a15% 13
:}ﬁég Are there other wells in this area that carry this same
gﬁ:u 14
o3 N .
figure for administrative overhead costs?
§ 15 . .
A Yes, =ir, all of our joint operated pro-
16 . .
perties that are drilled as of this date carry those same
17 \ . :
figures. I believe you said $330. 1It's $333 ver month whild
18
producing.
19
0 $333.
20 i
A And $3330 per month during drilling.
21 .
' o Yes, sii. l
2 | . o
| A And completing. |
25 |
L Q. ¥as, siv, The wells that have been spotted
24 . ‘
©on your exhibits here shown as Morrow producers, are these ’
: |
26 |
all operated by Gulf? i
I No, sir. llo, sir. You'll notice on Exhibit
{
| I
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Six, Mewbourne Oil, that's the production tabulation, I thinK

you'll notice the Mewbourne 0il has two wells; Petroleun
bevelopment Corp. had four on that first page, two of which
have becen depleted or recompleted; and also they have one on
the second page that has not been vnlaced on production.
Gulf has two wells that have been completed and as of the
July production data we did not have any record of productiorn
to offer; and Shell -~ |
Q And relative to ths -- excuse me, Mr, Kal-
teyer, go ahead. I'm sorry I interrupted you.
A and Shell has one well.
0 Okay. Relative to the wells, then, you
show on this Exhibit Six, none of these are operated by Gulf
as far as producing wells and you have two that Gulf has
potentialed?

A Yes, none of the past §roducing wells, bht
Gulf has two wells on production at this time.

Q Okay, so would it then be only these two

that you're able to testify to as far as administrative and

operating costs?

~

A Yes, sir.

el Those two bear the figures that you'we
given us?

A Yes, six :

0 My, Kalteyer, ithe nearest producing wells
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from the Pennsylvanian formation are spotted here on vour
exhibit all lying to the, basically, to tae cast and the
noxth.

A Yes, sir.

D XIs that correct? Would it be accurate,
then, to characterize this new proposed well aé a step out

or a logical development of the particular area?

A As a development outpost.

Q Yes, sir.

A I believe we would classify that.

Q Sc you would not classify it as a wildcat?

A No, sir.

Normally wouldn't it be true that a wild-

e

cat would be the most risky? 2And would be the most -~
the chanciest kind of a prospect --

A Yes, sir.

0. ~- as opposed to a development well?

You stated that you're recommending a 200
percent rizk factor and that this is the risk factor that
would normally be carried in yvour joint operation contracts.

A Vag, <
Q Ta that £rue? Or in other words, in the
usual AAPL form it would be 300 percent nonconsent propositior

Do you know whether that type of joint

operation contract was offercd to Mces. Chambers?
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A It's my understanding that our standard
operating agreement was offered to her.
MR. COFFIELD: I have no other cquestions

of Mr. Xalteyer.

CROSS EXAMINATION
BY MR. STAMETS:

0 Mr. Kaiteyer, do you know what the poten-
tials and pressures on your Landsdale and the Vanderburg
Wells are?

MR, CARR: My, Stam&ts, we
another witness who I think can answer that.
MR, STAMETS: Very good.

Any other questions of this witness?

MR. CARR: I've got one.

REDIRECT EXAMINATION
BY MR. CARR:
Q Mr. Kalteyer, in your opinion is a Morrow
development well still a risky proposition?
A Yes, sir, very definitely.
MR. CARR: I have no further questions.
MR. STAMETS: The witness may be excused.
MR, CARR: At this time I would call C. D.

Stenberg,

T T O T L RO R R S
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2
;
3 C. D. STEUBERG
4 being called a5 a witingss and having been duly SWorn Upon his
5 cath, testified as follows, to-wit:
6
7 DIRECT EXAMINATION
8 | BY MR. CARR:
9 0 Will you state your full name and place
ofs. \
sg 33 10 of residence?
o8 s
§§§§ " A C. D. Stenberg, Midland, Texas.

: :g:t 12 i 1 raakri Fiad hafawa &Q:..
<& Es a Have vou nreviouasly teastified before this
Siiié
> 8 .
jgéz 13 Commission, Mr. Stenberg, and had your credentials accepted
TR

o= " as a matter of record?
15 A Yes, sir.
16 Q And by whom are you employed?
v A Gulf 0il Corporation.
18 0. In what capacity?
19 .
A Geologist.
20 . .
0 Are you familiar with the application
21 - . i
| presentec 1n this casev
22
| A Yes, I arn.
!
i} MR, CARR: Are the witness' qualifications |
b |
24 :
i acceptable?
2% |
MR, STAME®S: 'They are.
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0 Mr. Stenberqg, have vou studied the area
which is the subject matter of this case and prepared certain
exhibits for introduction?

A Yes, I have.

0 Will you please refer to what has been
marked for identification as Gulf 01l Corporation Exhibit
Number Seven and explain to the Examiner what it is and what
it shows? -

A Exhibit Number Seven is a plat of the pro-
posed location area to show the structure and the vosition
of the orthodox location, which 15 colored in red, mhis is
in the ILuak North Gas Pool, Lea County, New Mexico, and the
proposed orthodox location is 1980 feet from the south and
west, Section 4, 19 South, 32 East.

The 320~acre proposed proration unit is
cross hatched and Morrow producers in the Noxrth Lusk Field
at present are colored in vellow.

The contour lines on the plat are contoured
with a contour interval of 50 feet and represent tihe structur%
on a correlative bed just above the top of the Morrow forma-
tion. The east dip devicted by the aentonras is renresentative
of the area's regional dip and shows the pool to be styati-
graphic in nature witii the only structural configuration

being glight east nosing without any closure, }

0 Mr. Stenberg, do you have some additional
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data you can present as to various wells depicted on this
plat?

A, Yes. In -- to accompany the vellow colored
Morrow producers to show this is the extent of the field &n
date ﬁroducing to the west. To the northwest of the proposed

location in Section 29, 18 South, 22 East, I have cne dry

hole, which had a TD of 19 -- or 11,965 feet. Now in rela-

of the proposed area it takes approximately 12,100 feet of
depth to reach the Morrow forma;ion.

The next well to the south in Sectd
18 South, 32 East, has a Th of 11,600 feet, which is Strawn.
This is to point out there is no further or whether or not
there's further Morrow information to the west of the pro-
posed location.

Now in Section 5 of 19 South, 32 East,
which is directly west of the proposed location, we have

three wells. The one in the southeast quarter has a TD of

11,815 feet. It's a Wolfcamp producer. The one in the northl

west quarter of Section 5 has a TD of 11,440 feet, which is
a Strawn producer. The one in the santhwest quarter has o
T™D of 11,437 feet and is a Strawn vroducer.

tlow in Section 8, richit south of it, it
would 8, 19 South, 32 Bast, we have three wells, The one in

the northwest guarter has a total depth of 11,447 feet, wnich

|
E
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1 . \
i 1s plugged and abandoned, and it's marked that way on the
2 | ' .
| plat. In the southwest cuarter we have a T™ of 12,800 fect,
|
3 which did penetrate the Morrow. This well perforated the
4 Morrow formation from 12,408 feet to 12,694 fect and was
5 . .
acidized, swabbed gas in the amount too small ta mearura,
6 .
was temporarily abandoned, is a Strawn producer.
7 - .
And the other well in Section 8, in the
2 scutheast guarter, has a TD of 11,887 feet, which is TAt4d. I
9 .
And down thoough these four scctions west
of3. 10 . .
S’io.-?. of the proposed location shows that there is not -- there is
u:§:: :
=2 11
5.3:5 no further Morrow production, therefore the proposed loca-
=
2k 2t 12 . . . s .
;gjz tion will be ~- will include the western extension of the
“w & e
> g 3% 13
jgég Morrow to date.
g el
wis 14
Now the stratidgraphic nature of the pool
15 . oy . s
will be shown on the next exhibit, Exhibit Number Eight,
16 . . .
which is a cross section through the wells marked with line
17
A-A' on the plat.
18
Now note thoe third well in the cross sec-
19
tion, before we go to Exhiblt Xight, the third well from
20
ietter A is circled with a broken circle and not colored
21
vellow. i1 A1 Avrild ‘:?‘.‘:CL'.J'!’ tha Mevswery ~nd was i7 crior—
1
22 |
ated bat it did not make a Morrow producer, and it's plugged
23 !
ﬂ back to the Wolfcarnp, which we'll see on the crosgs section.
24
: o A1l vioht, My. Stenberg, if you would now
%
Dogo to Bxhibift Humber Night, and review this for Mr. Stamets.\
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1 A How the cross section is hung on a strati-
zi graphic marker with a hecavy line at the top of the cross
I
3 § section called the reference datum. The well names and loca-
4 tions are at the top of the loos and these loags are ¢amma

5 ray neutron density logs, all the same type log.

6 And below the logs at the bottom are drill
7 stem tests if there were any in the Morrow, and perfs, initia}
-8 I potentials, -and the name of tile producing formation. . >M"{—“
9 Now the perforations are colored in red on
ogs. . \ .
sg;g 10 the righthand -~ on the lefthand side of the depth track and
@& 3
g;g% n drill stem tests on the first two logs are blocked out on the
e
-l -8 R .
;§§§ 12 righthand side of the depth track. Now there's a heavy vertip
-
81 13 . iens s
Iigmﬁ cal line from the depth track over 10-1/2 divisions there's
=23
7wsg . . .
4 a heavy vertical line which represents 5 percent porosity
15 line crossed by the neutron and density curves.
16 Now the footage numbers out to the side,
7 the righthand side of the -- in large numbers out to the
8 righthand side of the log are -- represent feet of pay, net
19 .
pay over 5 percent porosity. The other lines on the cross
22 . . . s .
saection are correlation lines which correlate the sand4str1ngkrs
21 o s .
hetween wells and numerous lenses are seen which are contin-
22 | : : :
i uous but thicken and thin Isopach-wise, apd also there are
i |
3 | L . ; : f
. numerous lenses which are not continuous and are sihown on
24 . !
» the pinchout between wells. <
2% . . )
1 0 Mow wnat conclusions can you draw from thl%
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A The purnoase of the orogsa scction is Lo
show that this 18 a stratioraphic vool and althouah there
arc goveral elean aand lonana in thoeasoe walla, tha chaneag
in Isopach thickneus and voroslty characteristics show that
drilling in the area iz a hiah risk venture.

Mow Lf we compare Log number four, which
is at the righthand end of the cross section, that's the
Gulf Landsdale, comparing that to Log number thrée, this was

the one that was circled with a broken line on the nlat,

represented by lines drawn throuqgh the perforations, and
these perforations failed to produce gas in a commercial
quantity. Down at the bottom you'll see the maximum flow
was 30 Mcf and subseguently it swabbed dry.

Now these two lefthand, or these two logs
have perforations in the same stringers and even though the
stringers, the sands in log number three are thicker than
the ones in the producer to the right, it still failed to
produce. The porosity is considerably less.

~ v AT - PN RN - P Vo ey e L
A AL LRy § W LYY S LS AR TILEY -LU\JA) Wil [ %

{

section have sands in the same intervals which produced in
the same intervals as the plugged perforations in log thre=z.
there were drill stem tests through this interval and you

can sce down af: the hottomrn the drill stem tests, the first
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log, gas to the surface in 77 ninutes, voluwe ot measured.
And it reccovered 6) feot of Adistillate, but the gas was non-
commercial, noncommercial quantities.

The drill stem tests on the second log
produced only 500 Mcf.

Now these two logs, the first two logs on
the left, however, they have one small stringer which is
conmon to both wells in which thé production, the current
production, is now. And the conclusion 1is, therefore, from
this exhibit, is that there is a good possibility of moving
to the west from the present nroduction, west and scut nad
€ind a possibility of only 3 feet of net pay over 5 percent
porosity, and at a drilling depth of 13,00C feet there would
be costs of the well, which Mr. Kalteyer mentioned, definite]
proves that this is a high risk ventuge.

0. Mr. Stenberg, are you prepared to make a
recommendation to the Examiner as to the risk factor that
should be assessed against those who do not participate in

the drilling of the well?

Stamets concerning the Landsdale Well?

A Yes, six. I believe from this evidence
that the penalty shonld he apet plus the maximum, 200 pcrcanT
penalty. !

0 Did vou hear the question asked by Mr. }

i
1

A, The pressures?
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H Yes, siy.

1) Could you - are you prepared to answer
that question? We'll need the pressure and the production

there.

A All right. Well, I didn't put the pressurds

down here, I don't believe,

Ckay, Mr. Stamcis, what was it exactly,

you want to know the pressure, if we have any pressure data

on the --
MR. STAMETS: Right,
A ~- Vandever?
MR. STAMETS: On the two Gulf wells there.
A Or the Landsdale? Okay, the Landsdale,

which is in -- well, that's the fourth log on the cross
section. The calculated absolute -- the éalculated open
flow was 14965 Mcf gas per day:; GOR 176,800.

MR. STAMETS: What was your shut-in pressu

A Shut-in wellhead 32420. Shut-in bottom

hole pressure 2900 pounds., T don't have a time on thét in
this. .

MR. STAMETS: Obviously that wasn't taken
at the same time if your bottom hole was less than your
surface,

A, That's what they have on the scout card,

e?

illl!ﬁIIIIIIIIIIIHIIIIII-IIIIIIi.--u-linlllliillll..-l
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I'm soxxy I don't have the -~
I don't know if it would be the same or not.
I have the drill stem test pressures here.
Ict's sco, the first Arill sitem test, it flowed estimated

2330 Mcf; initial shut-in or flow pressures, what would be

useful, flow pressures?

MR, STAMDTS: Shut-in pressures.

A Tie one-hour initial shut~in, 5985; fiow
pressure is 585 to 1002; 3-hour final shut-in pressure,
56793.

Now the second Adrill stem test, which is
also i the perforated interval, i-hour initial snut-in,
5757; flow pressure 3481 to 4488:; 3-hour final shut~-in, 5713.

MR. STAMETS: Have you got a shut-in pres-
sure on the Vandiver Well?

A Let's see. Which one is the Vandiver,
let's see.

MR. STAMETS: It would be the first one
on your cross section.

A Ckay, it would be -~ okay. I have -- hey,
Chuck, come here a minute; see if you can help me figure
thils out.

(there followed a discussion off

the record.)

A Lat's see, okay, on the Vandiver, on the
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1% drill stem test, the first drill stem test on the Vandiver, |
i
2' initial shut-in, 4052; flow pressure, 1292 to 1313; and the
|
3 final shut-in, 4052.
ég#
e 4 Those are written on the cross section, a
5 little hard to read, but I think those are right. Okay,
< s the bottom drill stem test is on there, also. initial shut—inﬁ S
> Y 5754; and flow pressure -- well, there are initial and final,
wf s pre-flow and flow pressure, the first one is 2226 to 2332;
b the regular flow during the test was a little higher, 2332
- Y-
3%55 V1 o I believe that's 3688. oOh, that is the drill stem test,
[ -1 ’
pe 1n
E§=§ ckay, that's right.
- s
- -
(§ l 12 v L -
;‘.35 Now, we don't —- I don't know if we have
»g4;
i“éag a 3-hour final. 5705, 3-hour final shut-in.
& Ja
7"y u
MR. STAMETS: I think those will be good
15
snough for our purposes here,
16 ;
How old a pool is this North Lusk?
17 ,
A ¥Well, the Petroleum Development started
18 .
these wells, I think, were the first ones, 19 -~ let's see,
19
the McKay Federal in Section 34, the northwest one, is com-
20
pleted 7-11-76.
21
! MR. STAMETS: So it's at least three vears
f]
2 |
i old by this time,
i
: 23
% b A It's approximately, yes.
5 2% o
. ' 0. The pressures that you‘ve seen here indlcaFe
- ! that either lack of communication or indication that you
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e

1 are picking up zones that are nct being produced in the old

i wells.

3 A Yes, sir, I believe, yes, that would be
evident on the cross section. There definitely are differenﬁ

completion intervals and in different lenses and they would

not necessarily correlate.
o} I would gather this is a typical Morrow

pool with the typical Morrow risks associated with it.

o A Yes, that's my conclusion because of the
o [ 3 :_ .
sg;g 10 stratigraphic nature of the pool, the risk would be consider-
ats"
G 2 eog . ed
R
JE N 12
<§352 MR. STAMETS: Any other questions of the
T 1
o g 23 3 witness?
~<5=§
wog “

MR, COFFIELD: Yes, sir.

16 CROSS EXAMINATION

17
BY MR. COFFIELD:

18 Q My. Stenberg, you have, first of all, if
1 I understood you correctly, you said you expect this pros- l
20 pective well to be on the outside limits of the -~ or the |
21‘ westerly extension, anyway, of this particular pool.
22§‘ A T+ will be on the -- it's on the west --
2 |

i Yes, it's on the west sicde, right. i
241‘ Q Are you prepared to say that that's the
Zbé‘ end of it there? Do you know enough about it to the west?
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A Wall, T said, let's see, in Scction 5 we
have -- let me see which well that was, that No. 14. All
right. The closest -~ the <¢losest Pennsylvanian well west,

which would be a west offset 320 to the proposed location,
only drilled to 11,815 feet, so we have no Morrow informatios.

Q Okay. How many units must this North Lusk
Gas Pool, how many dry Morrow wells have heen drilled?

A The closest -- the closest one to the
proposed location would be southwest, the one in Section 8.

0 And are there other dry holes in the imme-
diate area?

A Yes. Yes, there definitely is. The one,
the third log on the cross section, the log third from the’
left on the cross sgection, is the one that perforated the
Morrow and made gas too small to -- or in noncommercial
quantities, and was plugged back to the Wolfcamp, as a Wolf-
camp producer, which is direct offset to producing wells.

Q Okay, .1l then wha+, ihere would be two,
two'more wells in the irea that have drilled as dry holes?
Would these others be producers that are spotted on your
exhibit?

A That's -~ that pretty well covers -~ that
definitely covers the arca within, oh, a couple miles of
the proposed location, which is about as far -- is farther

than vou can project Morrow, anyway.
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0 S0 in thal area there are significantly

mora Morrow producers than there are Morrow dry holes,

A Oh, ves, right.

Q What would you say the odds of completing

this as a Morrow well are? In other words, how risky is

risky?

A I believe if I had to make a guess as to

the production; I would have to assume that it could be no

better than the 3 feet -- notice on the cross section, where
the producing area, or the producing interval on the first
two logs, I have 3 feet of net pay marked. Therefore, I
would have to assure that we may an*icipate Arilling a
13,000 foot hole and get only 3 fect of pay.

0. Would that justify the drilling of the

A The initial potentials show that it will

possibly pay for drilling the hole; however, they are too

new yet that we don't have cumulatives or information which

would show actually what the ultimate -- that would be.

However, 3 feet of pay will, yes, it would be worth drilling

a well on the basis of those two wells so far.

0 Wall then, as far as odds are concerned,

getting back to that question, Mr. Stenberg, would you say

that the odds are that you will in fact get a HMorrow well

in this case?
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A Tt'g ~- it's worth the risk to drill the
well because of the information in the arca. As far -- I
mean it's worth the risk to drill the well as well as you
can any Morrow well in a field, on the edge of a field.
Q So it's no riskier than any othexr?
MR, COFF'IELD: I have no other questions.
MR, STAMOTS: Anv othar auestions of the

witness, Mr. Carr?

REDIRECT BE¥AMINATION

BY MR. CARR: ‘

Q Mr. Stenberg, is it also a distinct pog-
sibility that you will drill this well and drill a dry hole?

A bDefinitely, we have ~- when we have offset
wells which have only 3 feet of pay, that's -- and the
stratigraphic nature of the pool, the way the strincers can
appear and disappear, and like I have in the cross section,
we have a well which will not produce in the Morrow, which
is surrounded by producers, so therefore it's very possible
to drill a dry hole.

Q Were Exhibite Seven and Eight prepared by
you?

A, Yes, they were.

'

MR. CARR: AL this time, Mr. Examiner, we !

would offer into evidence Gulf Oil Corporation Exhibits Sevey
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1 i and Bight.
2 ‘ MR, STAMITE:  These exhibits will be ad-
|
3| mitted.
4 MR, CARK: I have nothing further.
5 MR. STAMETS: Any questions? The witness
6 may be excused.
7 Mr. Coffield, do you have anything to
8 offar?
9 MR. COFFIELD: Yes, Mr. Examiner, I would
ofs.
SE:’: 10 state on behal f of Evelyn Chambers that as. vou can see, of
@aL sy
§§§§ n course, with regard to I gucss it's Exhibit Two or Threc,
~ Ege=
2k 3 12 . . . .
;g §2 the correspondence that Mrs. Chambers has no objection to,
[ g
> 15 13 4 .
jgkg as she has stated, the forced pooling action in this case.
<z ls
nwasg 1
However, Mrs. Chambers does feel that the 200 percent risk
15 - : .
factor that's been requested by Gulf is excessive. It ap-
16 pears to us that the evidence and exhibits, the exhibits and
i testimony that's been offered in this case, indicate that
18 . . . .
this is in fact a good prospect. Certainly there are signi-
19 , . . . . '
ficantly more producers, Morrow producers, in this particulax
20 o
area than there are dry holes, and according to that, the
21
- odds do appear to be excellent that a Morrow producer car
E-. 2 R . '
be develeped in this area.
"V‘ 23 'i L] s 3 * ;
: f 2ccordingly, Mrs. Chambers is willing to
24
' agree that a 100 percent penslty factor would be safe.
% :
! PR, S8UAMETS: My, Carx?
..
: {
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MR, CARR: My. Stametis, T don't think any-
one would atiempt to drill a Morrow well unless they thought
there was a chance that they could make a well, but I think
it's important when vou consider thie case %o rocognize that
there are two dry holes in the irmmediate area and certainly

there are not excellent odds that they're aoing to in fact

make a -~ obtain a commercial Morrow wall,

We think that in view of the characteristich
of the Morrow and the testimony presented today, that the
only reasconable risk factor, or penalty, that can be assessed
Ly this Commission is Liie maxXiwum 250 percent.

MR. STAMETS: The casre will ha taken n

advisement.

(Hearing concluded.)
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I, SALLY W. BOYD, a Certified Shorthand Reporter,

DO HEREBY CERTIFY that the foregoing and attached Transcript

of learing before the 0il Conservation Division was reported

by me; that the said transcript is

record of the hearing, orepared by

ability from my notes taken at the

a full, true, and correct

¥ to the best of my

cr
|78

me of the hearing.

WY
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.3l
8
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e

Boyd, C.S.R.

I do hereby certify that the foregoing Is

oy
d COMDIANLE ronnd

Do the orosaadings in

the Lxaziner woaring of Casa ..o, \

1 T .. - - ’

neard by e en i9 ;
» Examingr

Qil Conservation Division




BRUCE KING
GOVEHNOR

LARRY KEHOE
SECRETARY

STATE OF NEW MEXICO

ENERGY anpD MINERALS DEPARTMENT

CiL CONSERVATION DIVISIGN

POST DFFICE BOX 2088
STATE (AND O/FICE BUNLDING
SANTA FE, NEW MEXICO 87301

Dacember 31, 1979 . 1505) 827-2434

Mr. William F. Carr
Campbell and RBRlack
Attorneys at Law
Post Office Box 2208
Santa Fe, New Mexico

Dear Sir:

CASE NO. €737
ORDER NO. R=-6205

Applicant:

Gulf 0il Corporatdon

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

JOE D. RAMEY
Director

JDR/fd
Copy of order alsc sent to:

Hobbs OCD X
Artesia OCD X

H
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSLERVATION DIVISION

' IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
' DIVISION FOR THE PURPOSE OF
| CONSIDERING3
. CASE NO. 6737
i Order No. R=6205 .
i
i APPLICATION OF GULF OIL CORPORATION
i FOR COMPULSORY POOLING, LEA COUNTY,
| NEW MEXICO,

ORDER OF TiIE DIVISION

l

|
{BY THE DIVISION:
|

This cause came on for hearing at 9 a.m, on November 28,
H
8 NOW, on this 21lst day of December, 1979, the Division

! Director, having considered the testimony, the record, and the
| recommendations of the Examiner, and being fully advised in the
”premises,

FINDS:

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

i {(2) That the applicant, Gulf 0il Corporation, seeks an

“order pooling all mineral 1nterests in the Pennsylvanian forma-

Ption underlying the %W/2 of Section 4, Township 19 South, Range

132 East, MMPM, North Lusk-Morrow Gas Pool, Lea County, New Mexico.
‘ (3) That the applicant has the right to drill and proposes
to drill a well at a standard location thereon.

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

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

~without unnecessary expense his just and falr 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.,

1579, at Santa Fe, New Mexico, before Examiner Richard L. Stamets.
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; (6) That the applicant should be desiqgnated the operator
of the subject well and unit,.

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

i {8} Thal any nun-consenting working interest owner that
ﬁoes not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
ﬁlus an additional 200 percent thereof as a reascnable 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
tc:ts in the absence oI such OGbjection.

h

h (10) That following determination of reasonable well costs,
#ny 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
éhould receive from the operator any amount that paid estimated
Vell costs exceed reasonable well costs.

ﬂ (11) That $3300.00 per month while drilling and $330.00 per
honth while producing should be fixed as reasonable charges for
supervision (combined fixed rates); that the operator should be
authorized to withhold from production the prcportionate share
of such supervision charges attributable to each non-consenting
working interest, and in addition thereto, the operator should
be authorized to withhold from production the proportionate
éhare of actual expenditures required for operating the subiect
Well, not in excess of what are reasonable, attributable to each
non-consentinq working interest.

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

(13) 7That upon ‘(he failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before March 15, 198C, the order pooling said
unit should become null and void and of no effect whatsoever,

Y Y T T
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IT IS THEREFORE ORDERED:

: (1) That all mineral interests, whatever they may be,
in the Pennsylvanian formation underlying the W/2 of Section 4,
Township 19 South, Range 32 East, NMPM, North Lusk-Morrow Gas

Pool, Lea County, New Mexico, are hereby pooled to form a standard
520-acre gas spacing and preration unit to be dedicated to a well

to be drilled at a standard location thereon.

) PROVIDED HOWEVER, that the operator of said unit shall
cormence the drilling of said well on or before the 15th day of
March, 1980, and shall thereafter continue the drilling of said
well with due diligence to a depth sufficient to test the
Pennsylvanian formation;

g PROVIDED FURTHER, that in the event said operator does not
¢ommence the drilling of said well on or before the 15th day of

Mareh, 1282, Orxdexr (1) of this order snall be null and void and
@f no effect whatsoever, unless said operator obtains a time
extension from the bivision for goed cause shown.

. PROVIDED FURTIHER, that should said well not be drilled to
éompletién, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Division Director

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

1 (2) That Gulf 0il Corporation is hereby designated the
operator of the subject well and unit,

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

90 days prior to commencing said well, the operator shall furnish
the Division and each known w¢rking interest owner in the subject

Qnit an itemized schedule of estimated well costs.

. (4) That within 30 days from the date the schedule of
gstimated 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 operacor in lieu of paying his
share of reasonable well costs out of production, and that any
such owner who pays his share of estiwmated well costs as pro-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.

‘ {(3) That the operator shall furnish the Division and each
known working interest owner an itenised schedule of actual well
costs within 90 days following completion of the welli that i€

no orjection to the actual well costs is received by the bDivision
and the bivision has not objected within 45 days following receipt
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of said schedule, the actual well costs shall he the reasonable
well costs; provided however, that if there is an objection to
actual well costs within said 45-day period the Division will
determlne reasonable well costs after public notice and hearing.

i (6) That within 60 days following determination of reason-
ble well costs, any non~-consenting working interest owner that
tas paid his share of estimated costs in advance as provided

above shall pay *o the cperator 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 ¢f the amount that
éstimated well costs exceed reasonable well costs,

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

i (A) The pro rata share of reasonable well costs
ﬁ ateributabls 6 sach ion=-consenting working
i interest owner who has not paid his share of
b 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 attribu-

i table 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

i to him.

i {8) That the operator shall distribute said costs and

dharges withheld from production to the parties who advanced
the well costs.

N /

_ (9) That $3300.00 per month while drilling and $330.00
per montn whlile producing are hereby fixed as reasonable charges
for supervision (combined fixed rates); that the operator is
llereby authorized to withhold from production the proportionate
share of such supervision charges attributable to each non-
consenting working interest, and in addition thereto, the operator
is hereby authorized to withhold from prodaction the proportionate
share of actual expenditures required for operating such well,
not in excess of wvhat are rcascnable, attripudtable to each non-
consenting working interest.
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(10) That any unsevered mineral interest shall be considered
a saven—-eighths (7/8) working interest and a one-eighth (1/8)
royalty interest for the purpose of allocating cos’s 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 tc rovalty interests.
1

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

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

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

|
a

STATE OF NEW HMEXICO
OIL CONSFERVATIOHN

N

Director

fa/

|
é
}
3
3
i
|
|
!
|
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Landsdale Federal "D“

Ls. Amoco
E. Chambers

40 Ac.
= hoso* B!

U.S.A. Londsdale D Federal Com

GULF OIL CORPORATION
PROPOSED FEDERAL COM "4" UNIT
W/ SECTION 4, T-19-5, R-32-E

LUSK, NORTH - MORROW (GAS) POOL

f‘ﬁllrl'ﬂ'\l hY A2 I Y YA Nl

I A
LLA LU o, N LYY VL AL

Owner Acres Percentage
Gulf 160.00 50.00
Amoco 120.00 37.50
E. Chambers 40.00 12.50
320.00 100,00
T T
| ! Exhibit No. 1
Qove I Case No. 6737
November 28, 1979
131 ) Scale: 1 - 1000’
‘ \,(M:‘rt‘\’t-ﬂ-
1\\‘7/‘3\11
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G Expaoration & Production Comparv
P. .. Drover 1150
¥ootand, oomas 79702

o, Mr. . Z. Griffich

Re:

e N AN ,';i'j\.

2in | Lgrocnent for vhe subject ait,

Federal Com &
Lea County, NOM.
(R, USA NM-T067 -

Pleose he advisew that we are not preparcd to eat. o oo

cireratin sorecment at this time and our presont

cooear v torceos poaliag proposal.
cotiy agrecmenc o0 file should
HEE, Thoask vou.

BEFORE £
DL O

N .~
g

o
Ry

e sl et s AsAmMn S—

Lodderation t.

Sipcerel.,
EVELYN CHAMBERS

CMQA%”AQ??

Cec»lia Klug

Lesso Records Supervisor

{7 &
"hee 67

cur Qetober 10, 1497 leti s cad accompr .

ind. L PR
We will, b P U
feel furti:
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~October 17, 1379

Re: Feucral com 4
LEAn COUNDY, iiaw bexico

Anoeo Pro.uction Company
500 Jefxerson HBldg.

P, U. box 3092

liouston, Texas 77001

Attention: NMike Buxkhart -
Gentlemens

vilth reference to tho captioned witilt aid a previously
suonti tten operacing ayraeerent, please fiuu eunciosed for your

approval ouau execution two copies of tae AFd Lor tae Federal
Cow #4 wWell., Upon your approval and execution of the sane,

_please return one copy to this office for further handling.

_ Please refer any questionp you may have to Ches Blackham
ot oyr Land Section, v ' o e '

; ) _ Yours very truly,

Cy¢/dh
Efclosures




_ogctober 17, 1979

Re: Federal Coin 4
Ll CQUNTY, Naw dexico

Bvelya Chawboxrs
1660 Lincoln Street
wenver, Colorado 80264

Lear tis. Caambers: °
viith reference to the captioned unit and a previously S T
+ »  submitted operating agreement, please find for your approval s s
and execution tvwo coples of the AFE for the Federal Com £4 Well. o
Upon your agproval ana execution of the same, please return one
copy to tais office for further handling.

Please refer any guestions you way have to Caes Blackham
cf our Lana Section. Y :

. Yours very truly, ‘ St

CR. E. GRIFFITH

CIB/dhn
Enclosures




e GU ' OLL EXPLORATION & PRODUCTION “ApANY -
AREA: /} b <. . COST ESTIMAYE pAIE: S5~ /) - 77
DRILL & COMPLENE:  fwcdernf _Cnpt </ )
LOCATION: /P50 L5 [ # L TFN ), Seo &f 795 Lrze
IRTANGIBLES

ITEM DESCRIPTION DRILLING COMPLETION AFE AMOUNT
101 LOCATION & ACCESS SO, 60 /0. 640
102 RIG CONTRACT - RIG UP & TEAR DN ,

RIG CONTRACT - DAY RATE $ Y560 [DAYY] /&6 200 2/ 00 2. 200

RIG CONTRACT - FOOTAGE § 2. -0 /FT 2,4, 000 : 2,4 000
106 DRILLING FLUIDS AP L, 220 3¢ 000

CORROSION INHIBIYTOR

BRINE WATER /8020 T, 50N 3. 000
108 CEMENT & CEMENT SERVICES /8, cco 77 00D "y, oo
112 RENTAL - SURFACE TOOLS e 2,008 < ~CO
113 RENTAL - DOUJNHOLE TOOLS 20660 2 O
114 RENTAL - H2S & SAFETY EQUIPMENT
115 RENTAL - CORING
130 DRILL STEM TESTING [ A0 /0.000
131 ELECTRIC LOGS & SURVEYS 27 AN 27 000
132 MUD LOGGING
133 PERFORATING [ T 000
13!: DTRECTTIONATL. CONTROI,
140 FORMATION TREATING (INCL, TOOLS) ey 70,000
"150 BITS (Rmrs, Cutters, etc,)
151 LUBRICANTS
152 FUEL (Incl. Trans & Laying Line)
153° ENVIRONMENTAL PROTECTION
154 FRESH WATER (Trans, Trtg, Well, Lines) L A2
155 OTHER SUPPLIES.- (Scrs, Cmt, Rtnrs, BP) £ ppl) 22z b, OO0
162 OTHER CONTR SVCS (Csg Crws, Clean-up) 2L, 900 2 00 b, 000
163 DRLG SUPERVISION (Incl. Engrs) 700 7 7, b0
164 GEOLOGICAL SUPERVISION
170 TRANS (Mixed Cargo - Lump Charoe) 2 Yy, 5. 000
192 ALLOCATION OF FOE . Z gl /7300 - %, Lol
196 TANGIBLE MATERIALS FOR TEMB USE

TAX ON TANGLBLE MATERIALS

SUB-TOTAL

CONTINGENCY

GROSS TOTAL, TNTANCTRIES 2L TS a5 Lo ST poo




:

TR TR T T WA YA
L i .

b e v e v PR p 1

COST ESTIMATE

Page 2

DRILL & COMPLETE: f:g S rs)  (Hy #*/

TANGIBLES

ITEM DESCRIPTION

DRILLING COMPLETION AFE AMOUNT
21X CASING (SURFACE & INTERMEDIATE) _
K LI P f s el A £ o0
SEor | 5o ZF T St 5SS gled, £ L 00
22X CASING (OIL STRING) ' _
e L0 ST L2’ SHAZZY pPe LOS rce 08 XN
LEpL' B2 [7Y AT 7
23X ___ OTHER SUBSURFACE PRODUCING EQPT: leor@) - 00T
“TUBING:  /Szoe 22527 2172 pP0 Lfus sl 200 Helroo
OTHUER:
24X SURSURFACE ARTIFICIAL LIFT EQPT:
RODS:
) GTHER:
25X SURFACE PRODUCING EQPT:
PIRIPING UNIT
ELECTRIC MOTOR . .
FLOW LINE L0808 V2
_ OTHER WALLY 1000
26X CHRISTMAS TREE (Single - Dual) L L0 LLa0e WA 7427
29X MISC. ITEMS (Transfers & Other Expense) S O N0
SUBTOTAL
CONTINGENCY j :
GROSS TOTAL TANGIBLES | 00,000 /G 00 229 000
) / .
GROSS TOTAL AFL ) 531,000 245 000 | TTé. 000

AT BN
PREPARED py: £/ 5 ‘ R i
DATE : ~ '
{

ggwf : 6@&%\}\———

AREA PRODUCTION MANAGER



October 9, 1979

Re: Federal Com 4
Lea County,; Naw Maexioco

Evelyn Chambers
1660 Lincoln Str.

Denver, CO 80264 - L ' | DT

Dear Ms. Chambers:

With reference to the captioned unit, please find enclosed
for your approval one copy of the operating agreement plus one
additional signature page. Upon your execution nlease return the
executed signature page to this office for further handling.

Should you have any.questions regarding the agreement pleaae,;
contact Ches Blackham of our Land Section at 915/682 7301. v

MR

Yours very truly,

R. E. Griffith

enclosure

e

ot ¢ . . . ) .
. e t. .« {_ f, i -
I N, ’l“' rF s \/‘,jA}{ sLL 4 _(/\{,4_). LA
i

} .
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October 9, 1979

_ Re: Federal Com 4
Lea County, New Mexico

Amoco Production Co.
500 Jefferson Bldg.
P.O. Box 3092 :
liouston, ©X 77001

Attn: like Burkhart
Gentlewen:

With reference to the captioned unit, please find enclosed
for your approval one copy of the operating- agreement plus one .,
additional signature page.  Upon your execution please return the
executed signature page to this office for further handling. !

Should you have any questions regardirg the agreement please
contact Ches Blackham of our Land Section at 915/682-7301.

Yours very truly,

L

R. E. Griffith

enclosure

M
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1660 Linco!n St.
Denver, Colorado 80264

ANA AN

S03-652-G4o4

3%73
it

JERIRY G GDAMBBH%

Gulf 0il Corporation
Box 1150
Midland, Texas 79702

Attention: Mr. Sam Martin

" Re:

Gentlemen:

September 17,

NM~-157, USA NM-26075
T-19-S, R-32-E

Sec. 4: SWSW

Lea County, New Mexico

We have examined your proposal for the formation of a drilling unit
to include our above referenced lease for the purpose of drilling a
13,000' Morrow test and after due consideration have decided to reject
it. We understand you intend to force pool our acreage and are willing
to accept that eventuality.

CK:rma

§-21-77

Sincerely,
EVELYN CHAMBERS

(o (&Z{A /%%

Cecelia Klug
Lease Recoxds Supervisor

MJV}: ed thsy vatl recnees £

U W‘ﬂmuaju#tzla
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. B L LA ‘.‘,'
Nige , <+ . .August 3, lg79 . Lpe
e Foedoral Com 4
Liiy COLLNY , Mlany Moxico
Evalyn Chambers : e T S e
<= 1660 Lincoln, Suite 1700 - S e R
Denver, Colurado 80264
Attention: cCwecelia Klug
S bear asn. Ledlwsalss
. B Gulf Uil Corporation hereby proposes the formation of the RN
drilling unit covering the W/2 of Section 4, T-19-5, R~32-E, HNMPM, =~ .7

““Lea County, ilew iexizo’for thetdrilling-of a 13,100' Morrow test well . zyp:
at a locabion 1980Q' FPSiUL in Section 4, and hereby respectfully reguest
your joinder in tiw drilling of said test well.

Our rocordas indicare bhe nercontacgaen and participation ko ha ae
~ follovis:

Gulf 0il Corporation. .. . . 160 - 50% s

naoco Production Compan 129 375% e

v Evalyn Chambers™ - v o .o 40 v 1253 vt
320 1008

Enclosed herewitih for your reference are two copies of the AFE
and two copies of the tentative drilling plan for the test well. We
hereby request that you make your declsion as to your joinder within ten
days of the receipt of this letter.

sitould you choose not to join in the drilling of the captioned
wall, wnlease bo adviged that Culf 011 will Institute force pooling pro-
. ceedings.on your acreage,

Should you have any gquestions, please refer them to Ches Blackham
of our Land Section.

L

Ythé very truly,

R, B, GRI¥FITH
CTB/dh
Enclosures




.l s ‘.'.. st R ';.
August 3, 1979 T
Re: Federal Cou |
L COUNTY, Tew Mexivo

2 » R P, . . P l Lo .i &“»:h;_rl:.
Lo - S ‘ T REA
e Amoco Production Company Teee L ey

500 Jeoffersoen 21ldg. o

Do O Bos 202
Houstaon. Wonns 77901
Atteontiou: lond Departieont

- Gentleomen: o o L SN

B Gulf 0il Corporation hereby proposes the formatiun of the. S J;g;

“§;' H A4

drilling unit covering the W/2 of Section 4, T-19-S, R-32-3, mpM, -
Lea Couriy, lzw Mexlico for the drilling of a 13,100' Morrow test
located 10207 vZL and 1980' WL of Section 4. According to our
records,. ;aviicigation in the proposed test wonld b seobk forth as
‘ follows:

Corpany L . . Acreage Percentage

: S ~ Perc g | .
-+ GUlf Oil Corporation -« . . - ;1. .« +. 160 | 508 .w-,mv_;‘&
¢y Amoco Production Company 120 3748 e
., ~Evalyn Chanbers _ 40 128
R 320 100%

Enclosed herewith for your referencc are two copiles of Gulf's
Art for theo well and two coples of the tentative drilling plan for the
test well. Plcase verify your acreage and porcentage and let us know of
any discreponcies in the same. ‘

Tlcase refer any questions:you may have.to €Cheg Blackham of :our

T.and Canbirnm o+ Q15 /760957270
—iaa CUL ALV S vl Ve Tl v

-ve

Yours very truly,

R. E. GRIFFITIH
cTB/dl | ) .
Encloslurus q.5- Vi be W/W WCZ”LAMJ cogld [En
Mo il frtlosop w) oletline |




- REA:

DRILY & O Ll

GULF OLL EXPLORAT!.

cos'
A

7///’/ /’,;/// </

ISTIMATE

N & PRODUCTION COMPAY

DAL

B

')CI\T[(G.Z_&__ - - . [l ',/ A AN Ty 'll‘" ‘\) .y ’, - /’? - L// ,\;1‘
INTANGIBLES. °
JEEM  DESCRIfIC. ) DRILLING  COMPLETION AFf AMOUNT
~J1  LOCATION & ACCESS 20, 000 ‘G e
"02  JIG CONTRACTL = RIG UP & TEAR LOWN -
—___ RIG (v 'lmv" - DAY RATE § ¢5 69 /DAY /20 0 o I e
_ 16 cowu\ - FOOTAGE _$ 2:". g0 [FY | PV AREN ENER
76 DRIL: ¢ FI‘_‘;'\S 2 a0 J EYAEY)
"CORK(.ON_T'ITBTIOR o | _
) DRINT "ATLCE L L RRG
o CEMERT & CEMUNT SERVICES £y, RN < An5
; ¢ KENTAL - S.r=ACE ‘TOCLS FE EXEA =
| RENTAL - T. HOLE TOOLS 20 2. 00
i 2ENTAL - B i SAFEY. EQUIPME! i -

5 REN'J-A_;. - € G -

L STE.  STING - LD o /0.
o R ~3_& SURVEYS 2 1) R
Tl MUD L03GING - T
:22  PERFORATING | 7700 A
34 DIRECUIONAL ZONEROL B I )
144G TORMATION ¢ -EATING (INCL. TOQLS) ¢ /). %

56 _w__}uTS 1TS Juars. Outters, etc.) .

151 .UPRIC ANTS . T
52 FUEL {Incl. ‘tans & Laying Line) _

153 ENVIM u.\'\m:\vj:r-; 1, PROTECTION i T

* FRESM WATE:D (Trans, Jrtg, Well, Lines} oo

JTHER SUPP! S (Scrs, Cmt, Rtnrs, BP) £ A 258 /o o)

. JIHEP CONTU _='CS (Cse Crus, Clean-up) Dopy locn
_____ DRLG SUPERY - ON (Ir :l. Engrs) i VA ’ ] 7 ana
o _SEOLOGICAL,  ERVISION g __ i .
iy TRANG (Mixe  Naxrgo - Lump Charge) S0 Sl -T.r: -
92 . LIGCATION . FOE e e A
N JANGT T M. JJALS Fuk TEMP USE X ) . ___
. UAX Us TANC . CE MATERIAMS ; . g - -

_SUB-TOPAL ; |
: “' SONT LEED b R
1 :
4}\0 3. L ,__L__;__;___;:__;_:;___v-;:__ cem mmme ~.._._.,j... __'___._ : ﬂ"/\’_ . ]
CRE
Cit S 3
5
Gowe e CTFS
o oG 29
Covmii oy Kayede - <8
learing Daie_ \\\Za\ﬁ“‘ﬁﬂﬂ
{




DRILL & COMPLETE: J///// s ’”‘l/

TANGIBLES
I1EM___ DESCRIPTION DRILLING COMPLETION AFE_AMOUNT. l
: —
21X CASING (SURVACE & INTERMEDIATE) |
P N 2 A i oI L2 LD 7000 =
i s’ §8 e 20T Sfp (Al S 23D o708 =
- o
b2 CASING (OIL STRING) . B — :
' ) AR I AR A .-a.::—.-;‘?,ujo . LOD 40 V/INYY s 4 3
LS00 o AT 7
i 23X OTIER SUBSURFACE PRODUCII\G EQPT: rond - HOOD ;
| TUBING: /5 oo 24 17 % fo Lus 258 dod e |
| : ;
P oTirR ﬂ
AR "RSUR“ACL £RTIFICIAL LIFT EQPT: B
i RODS : ' : ;
L OTHER: s ' ]
| 23X SURFACE PRG: TING EQPT:
i PUMPING UNI"
; ELECTRIC MC JR -
! FLOW LINE L0278 00
§ OTHER o L2 1000
{ 26X CHRIST#AS ¥ .2 (Singi. ~ Dual) L L8O L D00 L7060
i )4 MISC. ITEMS (fransfers & Other Expensc; Lo /)
[ SUBTOTAL '
. CONTINGENCY C _j
i
y, ' :
; __GROSS TOTAL TANGIBLES | 00, 000 62000 _ZET 000
i R T T :

@.
) ___GROSS TOTAL AE 531,000 2S00 TG, 00) _j
|

R £ drone
PREPARED BY: 4 2T RNy & (LM«ZL(&/)V —

; ) U ' AREA PRODUCTION MANAGER

DATE :_

25N




SCHEMATIC DIAGRAM
FEDERAL COM "4" WELL NO, 1
1980' FSL & 1980' FWL, UNIT K, SEC. 4, T-19-5, R-32-E
LUSK, NORTH MORROW (GAYS)
LEA COUNTY, NEW MEXICO

] ,W
4 Do 13.3/8" 0.0, 48F H-40 Csg.
‘ @ 400' w/525 sxs. cmt.
i
i
A B 55/ O.D. 28 5-80 Csg.

@ 4200' w/1500 sxs. cmt.

2-3/8" O.D. 4.7% EUE N-80 Thg.
@ 13,000 w/Baker Loc Set Prod.

Packer \

5-1/2" O.D. 17# $-95, K-55 7 N-80 Csg
e @ 13,100' w/2500' cmt. to behind csg.

1V

e e A R A S 2 e g e et e

O;gllrrcc, {S EXHIBIT 4
Lect -,,l;-l'J:w()N CASE NO., 6737

QuLF . S NOVEMBER 28, 1979
R e GULF OIL CORP.
Suli T AALTEYE RS .o

Pieo, o _nlzelﬂ,. e
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LUSK, NORTH - MORROW(GAS) POOL
LEA COUNTY, NEW MEXICO

| I Proposed Federal Com "4" Unit

Q Lusk, North-Morrow(Gas) Completion

O Proposed Morrow Test
£

Exhibit No. 5

Case No. 6737
Date 11-28-79
Gulf Qil Corp.
Scaile: 19-4000'




1978 JAN
FEB
MaR
APR
MAY
JUNE
JULY
AUG
SEPT
oCT
NOV
DEC

ANNUAL
CUMULATIVE

1979 JAN
FEB
MAR
APR
MAY
JUNE
JULY

YEAR TC DATE
DAILY AVERAGE 1979

CUMULATIVE (as of 8-1-79)

Mewbourne 01l Co.

Fed, E. Com,
1B2718S32E

El Paso Nat'l Gas

25,861
13,319
28,256
31,475
30,842
29,181
29,817
28,195
27,738
28,315
27,756

30,959

331,714
586,111

19,094
17,911
30,484
31,786
29,149
31,881

32,623
192,728
909

778,839

-

Federal G
1K2718S32E
El_Paso Nat'l Gas

1,008
4,116

5,124
5,124

8,387
6,653
7,234
6,492
5,242
5,048
5,057

44,113

208
49,237

3AS PRODUCTION DATA (MCF)
LUSK, NORTH-MORROW (GAS) POOL
LEA COUNTY, NEW, MEXICO

EXHIBIT mm
CASE _&737]
DATE: 11-28-79

GULF OIL CORPORATION

BEFCORE EXAM

o B
[ ]

CAallT

NER D
OlL CONSZIWVATIO™
RN /-
<.6IRT

Submiiicd r,_‘..»mfwwumrwmﬂ

e
TVASION

-,

e o s e——

Iomﬁnumu@m,rﬂdmwﬁﬂw

§ 5 o e m———

Y

i
)
5
3
¢
!
{
¢
}

¢

Petroleum Development Corporatian

Gulf McKay-Fed.
1N3418832E
£l Paso Nat'l Gas

McKay-Shell Fed.
1L319832E
El Paso & Phillips

31,961
653
8,040
289

40,943

644,726 1,

5,905
15,358
14,590

8,508

9,892

9,591
63,844
353

708,570 1,

41,843
37,184
41,348
39,924
40,728
39,163
39,101
37,951
37,118
38,468
36,650

33,230

462,708
335,184

36,398
32,258
34,514
33,736
34,591
34,915

38,622
245,034
1,166

580,218

i

(Ol

McKRay-West Fed.

Sun-McKay Fuod.

1F3418832E 1F1019832E
Phillips Petr. Co.
3,885 -
1,439 32,310
1,178 39,514
72¢ 27,082
- Recompleted
28
10
Abandoned
7,266 © 98,906
103,064 98,906
103,064 98,806

.hmym;ﬁ,mw%waﬁrﬁmn s



GAS PRODUCTION DATA (MCF)
LUSK, NORTH-MORROW (GAS) POOL

$hell 01l Company Gulf 0il Corporation
Federal 3 Landgpale D Fed. Com, Vand:lver Fed. Com,
2J3 19S32E 1I 0419832E 1K 3318S32E
Phillips Petr. Co. El Paso Nat'l Gas El Paso Nat'l Gas
1978 JAN -
FEB -
MAR -
APR -
MAY ~
JUNE -
JULY -
AUG -
SEPT . -
OCT -
NOV ’ . 65
DEC 185
ANNUAL 250
CUMULATIVE 250
979 JAN 9,331
FEB -
MAR 8,315
APR 6,903
MAY 7,738
JUNE 4,990 .
JULY 7,309 Pot, 5-28-79 Pot., 9-17-79
YEAR TC DATE 44,586
DAILY AVERAGE 1979 242
CUMULATIVE (as of 8§-1-79) 44,836

Petroleum Dev. Corp.

Redct Gulf Fecd. Com.

2H 3118832E

Pot.

9-15-79




Ls. Gulf
160 Ac.

3 Ls.
=l E. Chamkers

1 40 Ac. i " E
< 1980'@ g!
l ' -
| 8
— &
U.S.A, = Landsdale D Federal Com

GULF OIL CORPORATION
PROPOSED FEDERAL COM "4" UNIT
W/ SECTION 4, T-19-S, R-32-E

LUSK, NORTH - MORROW (GAS) POOL

[ Y AANTINTT N, MU ENA? A A A~ ~
LLA LUV UINDIY, INCVYWY MCAITUUD

Owner Acres Percentage
Gulf 160.00 50.00
Amoco 120.00 37.50
E. Chambers 40.00 12.50
320.00 100.00
Exhibit No. 1

Case No. 6737
November 28, 1979
Scale: 1 - 1000'




Cuy Bxpioration & Production Company
P, 0, Droo

Midiand,

\

Attemtici:

Gontleme

We o
oporating

Pl

vperatic:
LU ead .
(3;erat1.-

~
i NS G

CKrma

?

or 1150

_;)(f:)

(\Ul ;Lr \)\1 \"//JIJZ JL_) J[J <

Ocrober 19, 1979

exas 79702
Mr. R. E. Griffith
Re: Federal Com %

Lea County, N.,M.
{(NM-157, USA NM-20675)

+ in recaipt o vour Octohcy 10, 1979 letter and accomvpanying
agreement for the subject unit.

e advased chat we are not prepared to cnter under tie
cecment at this time and sur present intent is o aceent
+ ¢ forced pooling proposal We will, however, maintaiu the
agreement on file should we feel further consideration to be
Thank you.
Sipcerely,

EVELYN CHAMBERS

Vpasled

Cecelia Klug
Lease Records Superviscr

Exhihi F 2
Cose 6737




et Attt 5 et , e e o i
Ty .
. October 17, 12379
. Re: FPeuocral Com 4
' . . LEA COUNTY, uew Mexico -
e Wy \-,f“‘-
Aapoco Production company
; 500 Jefierson Bldg,
: P.oUs Do 2682
i . Houston, Texas 770061 . .
% .
§ ~ Attention: Mike Buxkhact. =~ -, S
¢ 77 ‘Gentlemen: - A T ' B

Wit reference to the captioned unit and a previously
subnz tteu vperating ayraeement, pluase finu enciosed for your
approval gau eiecution two QOyles of tue AFE [or tue Fedeldd

. Cow #4 Well, Upon your approval and exzacution of the sawne,
pleasc return one cog" to *hla office for further hanLiwg,

PR

Please rafer any qugstlons you may nave to Ches Blackham

of oyr Land Saction. ST L
j ; '~ Yours very truly,
!/
!
H . /
: , R, B, GRIFPFITH
Cy¢B/dh
EWclosures
' ’
I
-
/
¢
L]




. Octohex 17, 1979

Ra: Federal Com 4
Liuhi CUUNYY, New Pexico

et
é _ Bvelyn Chambars
% 1660 Lincoln Street
i venver, Colorado 80264
i .
| + Dear lMs. Chambers: - -
f R With reference to the captioned unit and a previously SRR ITTR
: « -+ submitted operating agreenent, please find for your approval e
f and execution two coples of the AFE for the Federal Com #4 Vell. ’
: Upon your approval ana execution of the sane, please xeburn one
copy to tais office for further handling,
Please refer any questions you mway have to Cnes bLlacklham
of our Land Section, .
., Yours very truly, ey
’ ) SN

. Re kE. GRIFFITU

CTB/dh
i Enclosures




ot A A By S R i

R e

. GUL

AREA:

DRILL & COMPLETE:

fwctern/ Crrs j/j/

OlL EXPLORATION & PRODUCTION

COST ESTIMALE

N
APARY

DA'TT

H

10CATION: /S50 LS54 o /TE) L),

S’ el

. /.~ 7?__

< T195 fLrrE

INTANGIBLES

ITEM  DESCRIPTION

> R

__DRILLING _COMPLETION AFE AMOUNT

101  LOCATION & ACCESS SO, 40 Yy
102 RIG CONTRACT - RIG UP & TEAR DO:N

RIG CONTRACT - DAY RATE $ 5 8o /DAY /4 220 205 A0A A

RIG CONTRACT - FOOTAGE $ 2¢ . ge /FT 21, 000 374 000
106 DRILLING FLUIDS 28 sy /A 34 000 3

CORROSION INHIBITOR

BRINE WATCR /7 pigic) 7, i /3.0000
108 CEMENT & CEMENT_ SERVICES V78 cco Z 7 o) do orm
112 RENTAL - SURFACE TOOLS DR Y < ~rO
113 RENTAL - DOJNHOLE TOOLS 2060 2.0
114 RENTAL - H2S & SAFETY EQUIPMENT
115 RENTAL - CORING
130 DRILL STEM TESTING /5. O 70 oo
131 ELECTRIC LOGS & SURVEYS 27 AL 27 ov0
132 MUD LOGGING
133 PERFORATING S0 Jooo
135 DIRECTIONAL CONTROL ’ ‘
140 FORMATION TREATING (INCL. TOOLS) Y 70,000
150 BITS (Pmrs, Cutters, etc.)
151 LUBRICANTS
152 FUEL (Incl. Trans & Laying Line)
153°  ENVIRONMENTAL PROTECTION
154 FRESH WATER (Trans, Trtg, Well, Lines) K rger P L0
155 OTHER SUPPLIES. (Scrs, Cmt, Rtnrs, BP) £l oLl b, 000
162 OTHER CONTR SVCS (Csg Crus, Cleaun-up) 2L, ANE) 2A00 b, 000
163 DRLG SUPERVISION (Incl. Engrs) 7000 7 "7, co0
164 CEOLOGICAL SUPERVISION »
170 TRANS (Mixed Cargo - Lump Charg_) T s 5, 000
192 ALLOCATIO\‘ OF FOE Zogl /280 3. 200
196 ANGIBLE MATERIALS FOR TEMP USE

TA}\ ON TAMGIBLE MATERIALS

SUB-TOTAL
_ CONTINGERCY

///7/? ’l/‘/) e VAT Y ./ o

f_:ﬁ)(éi.bl-"‘ 3
Case 6)3>




e

.

COST ESTIMATE

Page 2

DRILL & COMPLETE; Lo A par/ (s #‘/

TANGIBLES
ITEM _ DESCRIPTION ‘DRILLING __ COMPLETION AFE_AMOUNT
- l’ ~
21X CASTNG (SURFACE & INTERMEDIATE)
AT LI P gl S A FPoco
; vReL [ Fue T ZrT S SFEE fel, e2F , 2 oo
. 22X___CASING (OIL STRING) _ ' | ~
: Sone ! S e s T Ader’ SAh 77T vQe LOS cre IS,
: SFos’ 2 I2Y o 7
¢ 23X OTHER_SUBSURFACE PRODUCING EQPT: ‘ fennlt - Ho0e
: “TUBING: /Szor’ 47 200 % P00 £Fus 4L cpd Selroo
: OTHLR: B T
24X SURSURFACE ARTIFIGIAL LIFT EQPT:
RODS :
OTHER: _
25X SURFACE PRODUCING EQPT:
PUMPING UNIT
ELECTRIC MOTOR _ -
FLOW LINE ‘ L7227 /00
§ OTHER PR Z2A 1000
; 26X CHRISTMAS TREE (Single - Dual) 20 L 000 LT
; 29X MISC. ITEMS (Transfers & Other Lxpense) SO0 000
SUBTOTAL
" CONTINGENCY ’
GROSS TOTAL TANGIBLES 50, 000 /G 00 227 con
' - S
GROSS TOTAL AFE 53R/, 000 2 4ST 200 TG00

P o~

P R S ') -
. oy RN PN (’
PREPARED wpy. 2/ A ST . ){ : @M&W\*__
' N " ° AREA PRODUCTION MANAGER
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October 3, 1979

Re: Federxal Com 4 _ ey
Lea County, New Mexico

f . Evelyn Chamberg
1660 Lincoln Str.
Denver, CO. 80264

Dear Ms. Chambers: ' R B : Laresy

with reference to the captioned unit, please find enclosed
for your approval one copy of the operating agreement plus one
additional signature page. Upon your execution please return the
executed signature vage to this office for further handling.

Should you have any questions regarding the agreement please
contact Ches Blackham of our Land Section at 915/682-7301. -
At N . AI;“,,:!-‘:?'@‘J:‘ g
Youra very truly, ‘ '

R. E. Griffith

enclosure

L L] . -~ « % . . H I
IR !l:‘. copyom s L AaN Gy ('{/‘-'-«('JJ* e Tt
j § .

. - ) 7 _j “ /\‘" . 7 7y
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October 3, 1979

_ Re: Federal Com 4
Lea County, New Mexico

amoco Production Co. o . _ _
500 Jefferson Bldg. . - o s
P.O. Box 3092 o .. )
Hougton, ©X 77001

Attn: Mike Burkhart

Gentlemen:

With reference to the captioned unit, please find enciosed
for your approval one copy of the operating-agreement plus one

executed signature page to thig office for further handling.

Wb TV

additional signature page. Upon your execution please return the

-

Should you have any questions regardirg the agreement please

contact Ches Blackham of our Land Section at $15/682-7301.

Yours very truly,

R. E. Griffith

TR
N
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Léo sacion

Gulf 0il Corporation MIDLAN
D» TEXAB

Box 1150
Midland, Texas 79702

Attention: Mr. Sam Martin

Re: NM-157, USA NM-26075
" I-19-5, R-32-E
Sec. 4: SUSW
Lea County, New Mexico

Gentlemen:

We have examined your proposal for the formation of a drilling unit
to include our above referenced lease for the purpose of drilling a
13,000"' Morrow test and after due consideration have decided to reiect
it. We understand you intend to force pool our acreage and are willing
to accept that eventuality.

Sincerely,

EVELYN CHAMBERS

Codilen /E//ug/

Cecelia Klug
Lease Records Supervisor

CK:rma

G-21-71
Sed tv fuu.u, witl) renees L
?/M—-, ua,lud‘ 700147.72.0.“%‘

u'. (. Y. A A4 /
oz dv\.;&‘z_«-‘-( UM/M: !

YEPDNEOY TO




CDear ds. Coauisecs:

<hugust 3, 1979 hfh,;;:

Rec: Feuaoral Cou 4
Lus COLLYY, Haw liexico

-1660 Lingoln Suite 1700 - ST T R T

Daonver, Colorade 0264

Attenticn: Cecelia Kluy

Gulf 0Oil Corporation heraby. proposes the formation of the S

"drilling unit covering the W/2 of Section 4, T-19-S, R-32-E, WMPM, =~ 1%

"' Lea County, Hew texico' for thes drilling of a 13, 100' Morxrow test well ' g

at a iocaiion 1Y80' Fs&lu in Section 4, and hureoy respectfully request
your joinder in tiwe driliing of said test well.

Our racoraus indicate the percontades aud warticipakion to he as

~follows:
Gulf Uil Corporation . ... 160 ~ 50% .
Mnoco Production Company ’ 129 _ 374% . T
Evalyn Chamberg®™ - - % o 49 - - 1243 A e

320 ' 1008

inclosed herewith for your reference are two copies of the AFE
and two coples of the tentative drilling plan for the test well. We
hereby request that you make your decision as to your joinder within ten
days of the receipt of this letter.,

Sirould you choose not to join in tie drilling of the captioned
well, plcase be advised that Gulf 01l will Institute force pooling pro-
ceedings. on your acreage.:

Should you have any qguestions, please refer them to Ches Blackham

of our Land Section.

 Youra very truly,

R. E. GRIFFITH
CTB/dn
Enclosureg

i
!
i



" August 3, 1979

e

e Faderal Con
LM COUHTY, Mav ’C\LLO

> o - . .4
¢ AT ETAN . N . . S,

we-Amoco Producticn Company o
500 Seffcersen 2ldg.
P. O, Boor 30ul
Houston, Worasz 77001

Attention: Lond bepartizont

~Gentlemen: : _ L 5
S Gulf Cil Corporation hercby prOposeo the formation of the e

drillinq vnit cov urkng the W/2 of Section 4, T-19-S, R-32-13, MNMPM, I L SR

Lea Loun,,, sy Manico fer the drilling of o 13, 100’ “orrow test

located 1uL! oL qrd 1980' FYL of Scction 4. Auuording to our

records, ﬂlLLvl*uulOD in the prowvosed test would be sct forth as

follows:

Compony ... . hereage Percentage

s Gulf Oil Corporation .. . wiz:gp .1 +.0.160 _ 50¢ i
.. Amoco Production Company 120 37%% T

" Evalyn Chambers _40 _124%

. 320 100%

Enclosed herewith for your reference are two coples of Gulf's
AFE for the well and two copics of the tentative drilling plan for the
test well. Plecase verify your acreage and percentage and lat us know of
any discrepancies in the same.

Please. refer any questions:you- may have.td Ches Blackham of :our
Land Section at 915/682-7301.

P

Yours very truly,

R. E. GRIFFITH
CTB/dl
Enclos!ur-.zs G579 Y be gcwﬁ/u”f/w MW (/&L Cx/&‘b(c/ povy
PYZ wdﬁybcém)u? w/ cAdtlen




W
:3,
£ .
L3
¢

8 remean e et s s

AREA:

DRILL & COMPLETE: /‘r/// [J/ (}/J/‘/ J///

‘-—-————

GULF. OLL EXPLORATION & PRODUCTTION COMPANY

Lo b)

COST ESTIMATE

DATE:_.

vocation: /200 LT Sy S0 T alf

S of T Lo

INTANGIBLES.

ITEM  DESCRYPTION DRILLING COMPLETION ATE AMOUNT
10} LOCATION & ACCESS LD, 220 ye
102 RIG CONTRACT - RIG UP & TEAR DOWN ,
RIG CONTRACT - DAY RATE $ ¢5760 /DAY /& poo0 2D 000 5. 000
RIG CONTRACT - FOOTAGE $§ 2c.go [FT__ | 374/, 000 2,4 500
106 DRILLING FLUIDS EX9YY /. D00 30, 000
) CORKOSION INHIBITOK ]
RRINE WATER /7 a0} N =
108 CEMENT & CEMENT SERVICES /8, 200 P75, 000 . 060
112 RENTAL ~ SURFACE TOOLS 2,00 2 a0 =Y
113 _RENTAL - DOJNHOLE TOOLS Z.000 2. o
114 RENTAL - H2S & SAFETY EQUIPMENT
115 RENTAL - CORING
130 DRILL STEM TESTING 2. 080 20,000
131 ELECTRIC LOGS & SURVEYS 2 7. A0 2T o0
132 MUD LOGGING '
133 PERFORATING /008 J 000
134 DIRECTIONAL CONTROL
140  FORMATION TREATING (INCL. TOOLS) D) /0,800
150 BITS (Rimrs, Cutters, etc.)
151 LUBRICANTS
152 FUEL (Incl. Trans & Laying Line)
153 ENVIROMMENTAL PROTECTION
154 FRESH WATER (Trans, Trtg, Well, Lines) S an0) P
155 OTHER SUPPLIES (Scrs, Cmt, Rtnrs, BP) A 2008 [, 000
162 OTHER CONTR SVCS (Csg Crus, Clean-up) 2/ ) 2000 5,000
163 DRLG SUPERVISION (Incl. Engrs) 7200 i 7, 000
164 GEOLOGICAL SUPERVISION
170 TRANS (Mixed Cargo - Lump Charge) A Z020 5. 000
192 ALLOCATION OF FOE 2 200 2230 T, 000
196 TANGIBLE MATERIALS FOR TEMP USE
TAX ON TANGIDLE MATERIALS
_SUBR-TOTAL
CONTINGENCY
GROSS 'TOTAL INTANGIBLES AT 999 Vi I 547, 000



——————ee |
COST ESTIMALE
Pa:c 2
. ;o '
DRILL & COMPLVTE: Ao S ps/ s ;VLV/
TANGIBLES
~ I1EM__DESCRIPTION DRILLING COMPLETION AFE_AMOUNT
-~ 21X CASING (SURFACE & INTERMEDIATE) 4
7&” » /1;; v “.(/;’»‘f;/;;/‘.dt’) 5/7’(’, &2.-"_/;} /_OQ(D
:’ /"A’)"A“ ’ (;r"' i B _,/Af - _5,(}9 ;’».‘,'rr/L_) Z/J, lf):nf)’ J(/cimC)
i ,
! —_—
{ 22X CASING (01l 3uRING) - -
: g a Tk spt S T et S 0T W0 OS5 ryo 20800
"5’.0-9, KA »,,"TH 2T e rd
. 23X OIHF SUBSL iCE PRODUCING EQUY: 0P SO0
__  TUBING: /3 IR TS * uRd fus =4 g2 0
g OTHTR « -
i 248X SUBSURFACE \RTIFICIAL LYIT3 EQ®7:
e RODS : .
- OIHER :
25X SURFACE PRCIUCING EQPT: A
P PUMPING UNI% o
i ‘ ELECTRIC MOTOR :
i FLOW LINE 1022 00
{ OTHER L2252 /000 .
. 26X CHRISTMAS TREE (Single - Dual) L6 1L 200 WAz4 22 -
i 29X MISC, ITEMS (Transfers & Other Expense’ YA L0
i SUBTOTAL .
% CONTINGENCY .
| GROSS TOTAL TANGIBLES |00, 000 65000 22T 000
| 88 TOTAL_AYE ‘;53?/ Jdo¢ 7 LE 95 TV
. _GROSS TOTAL AYE 22/, 000 ZHES, 76,000

CAREPARED BY 7 o

WER

7 -~
C.(eudlco~——
AREA PRODUCT LON MANAGER




SCHEMATIC DIAGRAM
FEDERAL COM "4" WELL NO. 1
1980' FSL & 1980' FWL, UNIT K, SEC. 4, T-19-S, R-32-E
LUSK, NORTH MORROW (GAS)
LEA COUNTY, NEW MEXICO

‘ T
‘ ““‘-I3-3/8" O.D. 48f H-40 Csg.
@ 400' w/525 sxs. cmt.
y | D 358 0.0. 28 58 Csg.

@ 4200' w/1500 sxs. cmt.

2-3/8" O.D. 4.7# EUE N-80 Tbg.
@ 13,000' w/Baker Loc Set Prod.

Packer

5-1/2" 0.D. 17# $-95 K-55 7 N-80 Csg
@ 13,100' w/2500' cmt. to behind csg.

i3/

NOVEMBER 28, 1979
GULF OIL CORP,

EXHIBIT 4
CASE NO, 6737
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Exhibit No. 5
Case No. 6737
Date 11-28-79
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GAS PRODUCTION DATA (MCF) RALE
LUSK, NORTH-MORROW (GAS) POOL e
LEA COUNTY, NEW MEXICO L0
EXHIBIT
CASE

DATE: 11-28-79
GULF OIL CORPORATION

Mewbourne (il Co. Petroleum Development Corporation

Fed. E. Com, Federal G Gulf McKay-Fed. McKay=-Shell Fed. McKay-West Fed, Sun-McKay 'ed.
1B2718832E 1K2718S32E IN3418S832E 1L319S32E 1F3418832E 1F1019832E
El Pasc Nat'l Gas El Paso Nat'l Gas EL Paso Nat'l Gas El Paso & Phillips Phillips Petr. Co.
1978 JAN 25,861 - 31,961 41,843 3,885 - |
FEB 13,319 - 653 37,184 1,439 32,310 |
MAR 28,256 - 8,040 41,348 1,178 39,514 |
APR 31,475 - 289 39,924 726 27,082 |
MAY 30,842 - - 40,728 - Recompletad ;
JUNE 29,181 - - 39,163 28 M_
JULY 29,817 - - 39,101 - m
AUG 28,195 - - 37,951 - |
SEPT 27,738 - - 37,118 -
ocT 28,315 - - 38,468 10
NV 27,756 1,008 - 36,650 -
DEC 30,959 4,116 - 33,230 Abandoned
ANNUAL 331,714 5,124 40,943 462,708 7,266 © 98,906
CUMULATIVE 586,111 5,124 644,726 1,335,184 103,064 98,906
1979 JAN 19,094 8,387 - 36,398 ~ -
FiZB 17,911 6,653 5,905 32,258 - -
MAR 30,484 7,234 15,358 34,514 - -
APR 31,786 6,492 14,590 33,736 - -
MAY 29,149 5,242 8,508 34,591 - -
JINE 31,881 5,048 9,892 34,915 - -
JILY 32,423 5,057 9,591 38,622 - -
YEAR TO DATE 192,728 44,113 63,844 245,034 - - M
DAILY AVERAGE 1979 909 208 353 1,166 - -
CUMULATIVE (as of 8-1-79) 778,839 49,237 708,570 1,580,218 103,064 98,806




GAS PRODUCTION DATA (MCF)
LUSK, NORTH-MORROW (GAS) POOL

Shell 0il Company Gulf 0ili Corporation Petrc leum Dev. Corp.
Federal 3 Landspale D Fed. Com, Vandiver Fed. Com. Redecc Gulf Fed. Com.
2J3 19832E . 1T 0419832F 1K 3318s32E 2H 3Z18532E
Phillips Petxr. Co. El Paso Nat'l Gas El Faso Nat'l Gas
1978 JAN -
FEB : -
MAR -
APR -
MAY -
JUNE -
JULY -
AUG -
SEPT -
OCT -
NOV 65
DEC 185
ANNUAL , 250
CUMULATIVE 250
1979 JAN 9,331
FEB -
MAR 8,315
APR 6,903
MAY 7,738
JUNE © 4,990 :
SULY 7,309 Pot, 5-28-79 . Pot. 9-17-7° Pot, 9-15-79
YEAR TO DATE 44,586
DAILY AVERAGE 1979 242

CUMULATIVE (as of 8-1-79) 44,836 A _ k
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Ls. Gulf
160 Ac.

Landsdale Federal "D"

U.S. A,

Landsdale D Federal Com

GULF OIL CORPORATION

PROPOSED FEDERAL COM "4" UNIT
W/ SECTION 4, T-19-5, R-32-E
LUSK, NORTH - MORROW (GAS) POOL
LA COUNTY, NIW MIXICO
Owner Acres Percentage
Gulf 160.00 50.00
Amoco 120.00 37.50
E. Chambers _40.00 12.50
320.00 100.00
Exhibit No. 1

Case No. 6737
iNovember 28, 197%

Scale: 1 - 1000"
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: October 19, 14979

T onxpaoratioa & Production Company
S Drawer 1150
oooad, Texas 79702

Stoatde s Me. ROOB, Guilrith

Re: Federal Com 4
Lea County, N.M.

(¥M--157, USA M-20070)

i

U0 oo dn receist of your October 10, 1979 1. trer and accoadaning
o st agreewesy (ur choe subject wumit,

TN .. oaodvised Thisl we are not prepared to ontor ander Lho
S0 Lareameni o s tine and cur presceac inteat is to alcept
VLLYT QL 1 tare. - .ing proposai. We will, however, maintain the
L U RANICR R .0 £1ile should vz feel further (onsideration ¢a bhe
SR L Shank ou.
Siucerely, |
EVELYN CuAMBERS
e /7' G
gz /1/8/
Cecelia lng
Lease Records: Supervisoer ﬁ
Ciooy

EXélbl'}' R
;' (G5e 67232
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October 17, 1379

Feuaral Com
LEA COUNTY,

Ras

4
vew liexico o

" of oyr Land Section.

AOUC Pruducltivu Canpany
500 Jefierson Bldg,

P. 0. 3ox 30692
doustou, Tesas 7700l

Attention: Mike Buxkhart. .

“Gentlemen:

With relerence to the captioned unit and a previously
suvniitted operacving agyreerent, please finu enclosed for your
approval and exescution two»cogies of taa AFE for rthe Faderal
Com ¥4 Woell., Upon your approval and exacution of tie sawne,

please return one copy to this office for furtlier handling.

Please refer any.éuestioqg_You may have to Ches Blackham

; o Tours very truly,

!
|
/
. R. &. GRIFPITi
J
CyB/dh
Eficlosures

.y

e

.
S
R

R A
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~Octobexr 17, 1979

Re: Federal Com 4

Lisfs COUNTY, New hexico

Evelyn Cihambers ,
ive0 Lincoin Street
venver, Colorado 80264

Dear Hs. Chambers: - o

With reference to the capticned unit and a previously
submitted operating agreemeant, please find for your approval
and execution two coples of the AFE for tha Federal Com £4 Wall.
Upon your approval ana execution of the same, please return one
copy to tids office for further handling.

Please refer any quebtions you inay have to Cnes Blackham

- .of our Land Section.

, Yours very truly,

. R. h. GRIFEFITH

CTB/Gh
Enclosures

ERE R T AR 1]
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S GL  OIL EXPLORATION & PRODUCTION  JPARY -
AREA: //" bh <. COST ESTIMATE DATE: S-/ - 77
DRILL & COMPLETE: A wctcrnl Crss o/
LOCATION: /S5 LSt # LTI &0l Sea of 795 Fazpe
INTANGIBLES °

ITEM DESCRIPTION DRILLING COMPLET ION AFE AMOUNT
101 LOCATION & ACCESS IO 560 . /2, 500
102 RIG CONTRACT - KIG UP & TEAR DOSN

RIG CONTRACT - DAY RATE $§ ¥i s0 [DAY M  /&H. 206 2. 00 20, 500

RIG CONTRACT - FOOTAGE $ 2¢ . g0 /[FT 2, 000 574 000
106 DRILLING FLUIDS IS ero’ PR, 3L 000

CORROSION INHIBITOR

BRLNE WALEK /S a07) P RN /3 O
108 CEMENT & CEMENT SERVICES /8. ce9 22,000 dy pco
112 RENTAL - SURFACE TOOLS O 2 0 < o
113 RENTAL - DOYNHOLE TOOLS 2 L0 B
114 RENTAL - H2S & SAFETY EQUIPMENT
115 RENTAL - CORING
130 DRILL STEM TESTING [ 200 /0. 000
131 ELECTRIC LOGS & SURVEYS o7 AN 27 00
132. MUD LOGGING ,
133 PERFORATING [ Fooo
134 DIRECTIONAL CONTROL
140 FORMATION TREATING (INCL. TOOLS) I 2 /0,600
"150 BITS (Bmrs, Cutters, etc.)
151 LUBRICANTS
152 FUEL (Incl. Trans & Laying Line)
153" ENVIRONMENTAL PROTECTION
154 FRESH WATER (Trans, Trtg, Well, Lines) K a6l P 0
155 OTHER SUPPLIES. (Scrs, Cmt, Rtnrs, BP) L0 AN P L, 000
162 QTHER CONTR SVCS (Csg Cxws, Clean-up) 2L N0 2000 b, 00
163 DRLG SUPERVISION (Incl. Engrs) 7 00¢ 7 7, fod
164 GEOLOGICAL SUPERVISION .
170 TRANS (Mixed Cargo - Lump Charge) A, Y 5, 000
192 ALLOCATION OF FOE '  _zogd /480 R L0
196 TANGIBLE MATERIALS FOR TEMP USE

TAX ON TANGIDLE MATERIALS

SUB-TOTAL

CONTINGERCY .

GROSS TOTAT. TNTANGTRIES 2/ T/ 52 Tl a0 34T ppo




COST ESTIMATE

Page 2

DRILL & COMPLETE: /;//Ja,,,,/ oy ’%‘/

TANGIBLES

ITEM DESCRIPTION DRILLING COMPLETION AFE AMOUNT
21X CASING (SURFACE & INTERMEDIATE)
) SEEe 2P g S Y eA F OO0
e | e Z2) T Sse S ofcd, DS 2L 00
22X CASING (011, STRING) _ .
LO0e P 25T N fhee ST pEe LOS ,ree INEL 0N
SHph’ £ 177 P 7
23X OTHER _SUBSURFACE PRODUCING EQPT: Senrgt - AL
“TUBING: /Srzor’ 2067 270 % 4Py Fus 4L LoD 2eltoo
swer: Ty
24X SUBSURFACE ARTIFICIAL LIFT EQPT:
RODS :
OTHER:
25X SURFACE PRODUCING EQPT:
PUMPING UNIT
ELECTRIC MOTOR .
FLOW LINE L0220 Jroe
_ OTHER , L0200 L1070
26X CHRISTMAS TREE (Single - Dual) 2000 /L 000 LD
29X MISC. ITEMS (Transfers & Qther Expense) S IO TN
SUBTOTAL
CONTINGENCY . .
GROSS TOTAL TANGIBLES 00, 000 /G E O0D 227 000
. . /, .
GROSS TOTAL AFE 3/,000| 245 000 TTE 000
/ ey p '._;//ﬁ. '\, !/ ’\ V/.I‘.lf.\ Z (’ .
PRUPARED BY:_ 2%/ L0/ _ /T A ~ o O ! cuaé)@u?v\——
' " - AREA PRODUCTION MANAGER
DATE : -
/




- October 9, 1979

Re: Federal Com 4 TR

.
Lea County, Noew Mexico

Evelyn Chambers
1660 Lincoln Str. o '
Denver, CO 80264 . . N BN

,,,,,,,,

‘Dear ¥s. Chambers: L I . Tl g

With reference to the captioned unit, please find enclosed
for your approval one copy of the operating agreement plus one
additional signature page. Upon your execution please return tie
executed signature page to this office for further handling.

Should you have any questions regarding the agreement please
contact Ches Blackham of our Land Section at 915/682-~7301. T

| . ) L Sl gty 4
Yonrs very truly,

R. E. Griffith

enclosure

D Y D A R




October 9, 1979

_ Re: Federal Com ¢
Lea County, New Mexico

Amoco Production Co.

500 Jefferson Bldg.

, e .0, Box 3092 o
Houston, X 77001

Attn: Fike Burkhart
Gentlewen:

With reference to the captioned unit, please find enclosed
for your approval one copy of the operating agreement plus one

ER PR additional signature page. Upon your execution please return the
IR executed signature page to this office for further handling.’ *

‘1$‘l-'. "" g

. - Should you have any quest;ons regarding the agreement please
contact Ches Blackhar of our Land Section at 915/682-7301.

Yours very truly,

R. E. Griffith
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., .

Lo g St oo O JEREY CHRAMERERS
Sus-892:0464 " 2 -
al 287

September 17, 1193 v Cry
7 S .

Gulf 0il Corporation
Box 1150 '
Midland, Texas 79702

Attention: Mr. Sam Martin

Re: NM-157, USA NM-26075
t-19-S, R-32-E
Sec. 4: SWSW
Lea County, New Mexico

Gentlemen:

We have examined your proposal for the formation of a drilling unit
to include our above referenced lease for the purpose of drilling a
13,000' Morrow test and after due consideration have decided to rejert
it. We understand you intend to force pocl our acreage and are willing
to accept that eventuality.

Sincerely,

EVELYN CHAMBERS

('ﬁéélaﬁi</&j22f39/
Cecelia Klug
Lease Records Supervisor

CK:rma

§-21-717 . L _
S,J[Jv’y ed oy atl) renees L
9J"‘”“")m wet 92
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o : : «August 3, 1979
¢  Foderal Cow 4
La CoLty, Rew Mexico
EvaIYn Chambers o e e
»~ 1660 Lincoin, Suite 1700 - - - - - . , S O R
Denver, cColorado 3§0264
Attention: <Cecelia Kluy
_Dear Ms. Cailioersd
Gulf Oil Lorporation hereby proposes the formation of the L wlfis

drilling unit covering the W/2 of Section 4, T-19-S, R-32-E, NMPM, SN
"Laa County, MNew ifexico for thefdrilling of a 13,100 Morrow test well 7 g s
at a iocaetion 19%50' FS&WL in Section 4, and hereby respectfully request '~
your joinder in tie drilling of said tesi well.

Cur racerdsn indicate thic percontoges aud participazion to ke as
follows:
Gulf Cil Corporation . ... 160 , - 50% e .
aoco Production Company 120 374% St
<« Evalyn Chawnberg® - - e e 40 SR ¢ L HES SRR XS

Enclosed herewith for your reference are two copies of the AFE
and two copies of the tentative drilling plan for the test well. We
hereby recquest that you make your decision as Lo your joinder within ten
days of the receipt of this letter,

Siiould you choose not to join in the drilling of the captioned
well, pleasc be advised that Gulf 0il will institute force pooling pro-
ceedings on your acreage,

Should you have any questions, pleasc refer them to Ches Blackham
of our Land Section,

Yours very truly,

R. BE. GRIFFITH
crB/dh
Enclosures

N 2 U R SR M SRR



‘Rugust 3, 1979

Re:  Foderal Con
L2 CQUHTY, Tlew Meoxico

“»iAmoco Production Company - = - e - . v e

500 Jeffcersen 31ldg.

Po 0 J\J)‘ "'\:!1:

douston, Yonaz 77001

Attention: Lond bDepartuent

Gentlemen: - o o CeN s
r1-5* » Gulf Cil Corporation hereby praoposes the formation of the .Q”g_J.;gjg

drilling unit covcrlng the W/2 of Section 4, T-19-S, R-32-3, PN, A

Lea County, .inw MNexico fcr the drilling of o 13 lOO' Morrow test

located 19460' FSL and 1980 WL of Section 4. According to our

records, ~aviici;ation in the proposed test would he sceb forth as

. _follows:

Comgony o . . Acreaga . ’ Percentage »}i
;§M~Gulf 0il Corxporation - . . - :v.rigy, o+ ..160 , 508 . ;H”;m\*
‘.- Amoco Produciion Company 120 S 3743
" Evalyn Chambers _40 1249
320 : 100%

Fnclosced herewlth for your referencce are two coples of Gulf's
AFE for the well and two coples of the tentative drilling plan for the
test well. Please verify your acreage and percentage and let us know of
any discreponcies in the same.

Plecase refer #dny questions:you may have.to €Ches Blackham of :our
Land Section at 915/682-7301.

Yours very truly,

R. E. GRITFFITH
CTB/dh

Enclosures q-57¢ MMLLféLuifuaséLuwww Okaéédxga( Cé&; CV%L[J/ hon .
Ji® uﬂipfva%m007,u7/&/édiq%,




weA: (o,

CULY

Cosw

0L EXPLORATY

NSTIMATE

4 & PRODUCTEION CONPANY

DALL: .5

R SRR | S S /»"/j?/ sy 'ﬂ"’/
OCATIuN: ) o L ), Sy o g S
INTANGIBLYS.
Libt o GESCRTCLOY . DR1LLING COMPLETION AFE AMOUNT
"0l LOCAY:. & '~CESS SO, H40) oy
2T RIG ¢ L = RIG UP_& TEAR DORN
 RIG COniRa17 - DAY RATE $ ¢560 [DAY? /oo po0p Ny S
T 7TTRIC CONTRAC - FOOTAGE $ 2 ¢”.go JFY ',j//l, 20 2,4 000
LLE DRILLING 7" IDS - AN 2T /. A ., 000
CORROSTON :IBIYOR i
SRINE WATLS 1 s AR om0 5
__CEMENT & NT SERVICES K ey B T—ZZL  —
___RENTAL - SU:FACE TOOLS ;l‘-f- 2 A = 00
L5 RENTAL - “C#HOLE TOOLS ] 00 N
122 RENTA, - B3 & SAFETY EQUIPMUST i
135 é“NTz\ i. ~ CORING
22 ,:2_1 T _STEY DISTNG L. 200 70 .50
21 L A\I(‘ LOZ3 & SURVIYS o 27 a0 Ao
32 .UD LOGGING ] .
3% PERFORATING o R LI Tooo
3. YTRECTTONA . NTROT.
~ FORMATION * “TING (INCL. T0OOLS) I 70 cob
3L BITS (Rory. otters, etc.) |
51 L TIANTS i B
52 ¥UEL, (incl. rfrans & Laying Line) ; B -
33 ENVIRONMENT.”. PROTECGTION K T
Lo YRESH WATEL ‘Jrans, Trtg, Well Lines) : Sae I -
55 OMIER SUPPLi:S (Scrs, Cmt, Rtnis, BP) L A2 PG RANCERY T
.02 OTHER_CONTR SVCS (Csg Cruvs, Cleaun-up) 2/ AN P e
363 _ORLG SUPERVISION (Incl. Engrs) R : B 7 N
164 GEOLOGGICAL .CPERVISION o
170 TRANS (Mixc Cargo - Lump Charge) A Zond 2
92 ALI,OCA"I N+ FOE ] {2000 VR P
;96 TAN (‘IBL1 RIALS :OR TEMP USE i L )
 SAXCC 'm'( BLE MATERIALS R j )
T sum~ Jau\t. i } o ]
CONTINGENCY ] . R N "“'
v - - —_ I - - - e
GROSS TORNL CNYAGL s 4 A7 20 A
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DRILL & COMPLETE: Ao Frossr/

COST LESTIMATE

rage 2

' (’29/ﬁ’ ;%17/

TANCIBLES
ITEM___ DESCRIPPION DRILLING COMPLETION AFE _AMOUNT
21X CASIRG (SULLACE & INTERMEDIATE)
//‘-') .il—:‘.;" //(‘ ‘/Jévd 5/9/<£ j‘{,):,z!/) iM
VHW' L 25T sSfo S/ /e, 03¢ &< 00 ]
et e e ,;,,_,_..} -
22X___ CASING (OIL STRING) -
Jo0 e 2T e T flee !t Sh T Mg LOS v 0.5, 000
;5/.5‘&:1 . A -7// /" ce 7
2IX OIHER SUDSU“‘ACE PRO“JCING EQPT: L2008 - WAZE -
L TUBIRG: PR A P -7 24, J0) 2o
OTIER: ~
£4X___ SUBSURTACE . ¥ (CIf. LIFT EC
o ROLS
JIHER:
25X SURFACE_PRG:.JUCING EQPT: —
PRMPISG UNIT
ELECTRIC MOZOR :
FLOW LINE /0577 SO0
B OTHER _ _ _ AR 1000
26X CURC :4AS TREE (Single - Dual) F£L00 200 ) ﬂ
29X MISC. ITEMS (Transfers & Other Expensc) P74 LS00
SUBTOTAL
CONTINGENCY
GRCSS 'TOTAL TANGIBLES ] GO, 000 /6000 7227 000

CROSS TOTAY, AFE

52/, 000

/?é/‘(, 1:-‘),/-“'."‘

. 000)

FRe DA

AT

J BY: j/ /o ,:"'?"""/--"

p= N S -

_f: ( Cﬁiudiﬁul%d N

ARLA PRODUCT LON MANAGER



SCHEMATIC DIAGRAM

FEDERAL COM "4" WELL NO. 1

1980' FSL & 1980' FWL, UNIT K, SEC.
LUSK, NORTH MORROW (GAS)
LEA COUNTY, NEW MEXICO

4, T-19-5, R-32-E

2-3/8" O.D. 4.7¢# EUE N-80 Tbg.
@ 13,000 w/Baker Loc Set Prod.

Packer \

I L/

‘&13-3/8" O.D. 48 H-40 Csg.
@ 400' w/525 sxs. cmt.

‘ B 85/ O.D. 28 5-8) Csg.

@ 4200* w/1500 sxs. cmt.

5-1/2" O.D, 17# §-95 K-55 7 N-80 Csg.
@ 13,100' w/2500' cmt. to behind csg.

CASE NO, 6737
NOVEMBER 28, 1979
GuiLF OitL CORP,

EXHIBIT 4 | !
i
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- LUSK, NORTH - MORROW(GAS) POOL
3 LEA COUNTY, NEW MEXICO
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O Lusk, North-Morrow(Gas) Completion

m Proposed Morrow Test
%

Exhibit No. 5

Case No. 6737
Date 11-28~79
Gulf Oil Corp.
Scale: 1"-4000'
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FENENEES | W TR WIS S I - T

GAS PRODUCTION DATA (MCF) .52 Av 737
LUSK, NORTH-MORROW (GAS) POOL m

LEA COUNTY, NEW MEXICO

EXHIBIT . ?
CASE , vl uwc
pl

DATE: 11-28-79
GULF OIL CORPORATION

Mewbourne Jil Co. Petroleum Develooment Corporation

Fed. E. Com, Federal G Gulf McKay-Fed. McKay-Shell Fed. McKay-West Fed, Sun-McKay Ffad.
1B2718832E 1K2718832E IN3418S32E 11L319832E 1F3418832E 1F1019832E
ELl Paso Nat'l Gas El Paso Nat'l Gas El Paso Nat'l Gas El Paso & Phillips Phillips Petr. Co.
25,861 - 31,961 41,843 3,885 -
13,319 - 653 37,184 1,429 32,310

MAR 28,256 - 8,040 41,348 1,178 39,514

APR 31,475 - 289 39,924 726 27,082

MAY 30,842 - - 40,728 - Recompletad

JUNE 29,181 - - 39,163 28

JULY 29,817 -~ - 39,101 -

AUG 28,195 - - 37,951 -

SEPT 27,738 - - 37,118 -

OCT 28,315 - - 38,468 10

NOV 27,756 1,008 - 36,650 -

DEC 30,959 4,116 - 33,230 Abandoned _
ANNTAL 321,714 5,124 40,943 462,708 7,266 © 98,906
CUMULATIVE 586,111 5,124 644,726 1,335,184 103,064 98,906
1979 JAN 19,094 8,387 - 36,398 - -

FE3 17,911 6,653 5,905 32,258 - -

MAR 30,484 7,234 15,358 34,514 - -

APR 31,786 6,492 14,590 33,736 - -

MAY 29,149 5,242 8,508 34,591 - -

JUNE 31,881 5,048 9,892 34,915 - -

JULY 32,423 5,057 9,591 38,622 - -
YEAR TO DATE 192,728 44,113 63,844 245,034 - -
DAILY AVERAGE 1979 909 208 353 1,166 - -
CUMULATIVE {(as of 8-1-79) 778,839 49,237 708,570 1,580,218 103,064 98,806




1978 JAN
FEB
MAR
APR
MAY
JUNE
JULY
AUG
SEPT
OCT
NOV
DEC

ANNUAL
ICUMULATIVE

1979 JAN
FEB
MAR
APR
MAY
JUNE
JULY

YEAR TD DATE

DAILY AVERAGE 1979

CUMULATIVE (as of 8-1-79)

GAS PRODUCTION DATA (MCF)
LUSK, NORTH-MORROW (GAS) POOL

Shell 0il Company Gulf 0il Corporatioua Petroleum Dev. Corp.

Federal 3 Land le D Fed. Com. Vandiver Fed., Com. Redco Gulf Fed. Com.
233 19S32E 11 0419832E 1K 3318S832E 2H 2318832E
Phillips Petr. Co. El Paso Nat'l Gas El Paso Nat'l Gas

185

250
250

9,331

8,315
6,903
7,738
4,990

7,309

44,586

Pot, 5-28-79 Pot. 9-17-79 Pot. 9-15-79

242

44,836
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Page 2 of 4 ’
Exaniner Hearing - Wednesday - November 28, 1979 ~Docket No. 44-79

CASE 6736: Application of Boyle Hartman for compulsory pooling and a non-standard gas proration unit, Lea
County, New Mexico, Applicant, in the above-silyled cause, sceks an order pooiiig all mineral
intcerests in the Jalmat Gas Pool to form a 360-acre non-standard gas provation unit comprising the
8/2 SE/4 of Scction 36, Township 24 Suvulh, Range 36 Rast; SW/4 of Section 31, Township 24 South,
Range 37 Last; and the R/2 WW/4 and iW/4 HE/4 of Section 6, Township 25 Soutl, Range 37 East, to
be dedicated to a well to be drilled 660 feet from the South line and 990 fect from the West lire
of saild Scction 31, Also to be considered will be the cost of drilling and completing ecaid well
and the allocation of the cost thercof as well as actual operating costs and charges for supervision.
Also to be considered will be the designatio f ) *
for risk fnvelved fn drilling oatd woli.' n of applicant as operatorvof the we*l and a charge

CASE 6707: (Continued from November 14, 1979, Fxaminer Hearing)

Application of Gulf 0f1 Corporation for a unit agreement, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the Southeast Bisti Unit Area, comprising
7,048 acres, more or less, of Star~ and Federal lands in Townships 24 and 25 North, Raage 10 West,

,,»/“'EXSE 6737: Application of Culf 0il Corperation for compulsory pooling, Lea County, New Mexico.
;‘---» Applicant, in the above-styled cause, seeks an order pooling all mineral interests jin the Pennsyl-
T e vanian formation underlying the W/2 of Section 4, Township 19 South, Range 32 East, North Lusk-

Morrow Gas Pool, to be dedicated to a well to be drilled at a standard location thereon, Also to
be considered vill be the cost of drilling and completing said well and the allocation of the cost
thereof as well as actual operating costs and charges for supervision., Also to be considered will
be the designation of applicant as operator of the well and a charge for risk involved in drilling
54iU wWeld,.

CASE 6739: Application of Mobil 0il Corporation for downhole commingling, Rio Arriba County, New Mexico.
Applicant, in the above-styled cause, secks approval for the downhole commingling of Gavilan-
Pictured Cliffs and Blanco Mesaverde production in the wellbore of its Jicarilla D Well No. 1
located in Unit N of Section 24, Township 26 North, Range 3 West. Applicant further secks the
establishment of an administrative procedure for approval of downhole commingling of the aforesaid
pools in others of its wells in Sections 7, 8, 17, 18, and 19, Township 26 North, Range 2 West,
Sections 1, 2, 11 thru 14, 23, and 24, Township 26 North, Range 3 West, and Sectiomns 11 thru 15,
22 thru 27, 35, and 36, Township 27 North, Range 3 West,

CASE £740: Applization of Uondo CIl and Gas Cowpany for an unorthodox gas well location, Eddy County, New
Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox location of a
Yennsylvanian test well to be drilled 1550 feet from the North line a2nd 660 feet from the West
line of Section 10, Township 18 South, Range 28 East, the N/2 of said Section 10 to be dedicated
to the well,

CASE 6741: Application of ARCO 0il and Gas Company for an amendment to Order No. R-6054, Eddy County, New
Mexicc, Applicant, in the above-styled cause, seeks the amendment of Order No. R-6054 to amend
the findings in said order to make said findings morxe specific as to the necessity for the drilling
of infill wells in the Empire Abo Unit in order to recover additional gas pursuant to the Natural
Gas Policy Act of 1978; further to amend said order to make such findings applicable to present and
future drilling operations including the drilling of horizontal drainholes,

CASE 6720: (Continued from November 14, 1979, Examiner Heariny)

Application of ARCO 0il and Gas Company to drill a horizontal drainhole, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval to drill and complete its Empire Abo Unit
Well Yo. J-213, located in Unit E of Section 6, Township 18 South, Range 28 Fast, Empire-Abo Pool,
with a single horizontal drainhole of about 200 feet in length in the Abo formation.

CASE 6742: Application of ARCO 0il and Gas Company for an administrative procedure, Eddy County, New Hexico.
Applicant, in the above-styled cause, secks the establishrnent of an administrative procedure for
approval of the drilling of horizontal drainholes in the Empire Abo Unit, Empire-Abo Pool.

CASE 6743: (This case will be dismissed.)

Application of Exxon Corporation for an exception to Order No. R-3221, Eddy County, New Mexico,
Applicant, in the above-styled cause, seeks an cxception to Order No. R-3221 to permit disposal of
produced brine i{n several unlined surface pits located on its Lapuna Grande Unit Area in Scctions
16, 21, 28, 2%, 32, and 33, Township 23 South, Rauge 29 East.

CASE 6744: Application of Texas 0il & Gas Corporation for special pool rules, Eddy County, New Mexico.
Applicant, in the above-styled cause, sceks the promnlgation of special pool rules for the Riverside-
Morrow Gas Pool to provide for 320-acre spacing rather than 160 acres. In the absence of objection,

s this pool will be placed on the standard 320-acre spacing for Pennsylvanian gas pools rather than

‘ the present 160-acre spacing.

N
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J. M. Thacker cog A P. O. Drawer 1150
GENERAL MANAGER PRODUCTION

SOUTHWEST DISTRICT October 3 1; . 1.Q79 v

Midiand, TX 79702

New Mexico Department of Energy & Minerals
0il Conservation Division

Post Office Box 2088

Santa Fe, New Mexico 87501

Gentlemen:

Gulf 0il Corporation respectfully requests that a hearing be scheduled
on your Examiner Hearing Docket for November 28, 1979, to consider an
order for compulsory pooling of all mineral interests in the Pennsyl-

i vanian formation underlying the W/2 Section 4, Township 19 South, Range
: 32 East N.M,P M. North Lusk Morrow Pool, Lea County, New Mexico.

The above standard 320 acre unit is to be dedicated to the Federal Com.
141", Well No. 1 to be located at a regular location in Unit K, 1980!
from the south and west lines of Section 4., To be considered at the
hearing will be designation of operator; drilling, completing and opera-
ting costs; charges for supervision; and for risk involved in drilling

i ’ ; said well, ‘
I
Yours very truly,
R. H. PEACOCK
Manager - Operations
CFK:sdn

cc: J. T. Sexton - Hobbs, New Mexico
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CONSIDERING: :
<<? CasE No., 6737

Order No. R~ (. 205

APPLICATION OF GULF OIL CORPORATION
FOR COMPULSORY POOLING, LEA COUNTY,

f NEW MEXICO. W'/

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on November 28

1979 , at Santa Fe, New Mexico, before Examiner Richard L. Stamets

NOW, on this day of , 1979 , the Divisio

Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fuily advised in the
premises,

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

(2) That the applicant, Gulf 0il Corporation .

seeks an order pooling all mineral interests_in the Pennsylvanian

formation - underlying the W/2
of Section _4  , Township 19 South , Range 32 East
NMPM, North Lusk-Morrow Gas Pool, Lea County, New

Mexico.

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

to drill a well at a standard location thereon

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

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each.
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever thesmay be, within said
unit. M

{6) That th

-
Ty

esignated the operator

)
(4]
s
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[
I
¢
0
et
[
[
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£
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of the subject well and unit.

. (7) That any non-consenting working intgrest 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 trave
withheld from éroduction hii7ihgre of the reasonable well costs
plus an additionalfp pPercew’ thereof as a reasonable charge for th
risk involved in the drilling ot the well.

(9) That any aon-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 objectioun.

y  That fcllowing deierminatlion of reasonable well costs,
any non-consenting working interest owner that has paid his

.
& —~ 2. —~ - e A
chare of ecstimated cocts cheuld pay tc the cporater ang WGt

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.
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(11) That per~wonth should be fixed as a reason-

able charges for supervision (combined fixed rates); that the

operator should be authorized to withhold from production the
proportionate share of such supervision chargeSattributable 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
opegating the subject well, not in excess of what are reasonable,
attributable to each noh-consenting working interest.

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

(13) That upon the failure of the operator of said pcooled
unit to commence drilling of the well to which said unit is

/ .-
dedicated on or before PPerc A /5 ;980 , the order

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,

in the Pennsylvanian formation underlying the W/2
of Section 4 , Township 19 South , Range 32 East ,
NMPM, North TLuask-Morrow Gas Pecl ' Lea Ccounty, New Mexico y

are hereby pooled to form a standard 320 — acre gas spacing

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

at a standard location thefeon

PROVIDED HOWEVER, that the operator of said unit shall

ffzzzvchK ; 1989 , and shall thereafter continue the drilling
4 LA
of said well with due diligence to 2 depth sufficient to test the
Pen i i .
nsylvanian formation;

PROVIDED FURTHER, that in the event said operator does not

comuence the drilling of said well on or before the 44571C, day of

AA /
%ékuyé ' 19 8¢ , Order (1) of this order shall be null

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

a time extension from the . pivision 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
thereof, said operator shall appear before_the Division pDirector a
show cause'why Order (1) of this order should not be rescinded.

(2) That Gulf 0il Corporation is hereby designated

the operator of the subject well and unit.
(3) That after the effective date of this order and within
90 days prior to commencing said well, the operator shall furnish

1 ] [
tha Divicsion and

ng interesi owner in the subject
unit an itemized schedule of estimated well costs.

(4) That within 30 days»frbm the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the riaht +to pav hie 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-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.

{5) That the operator shall furnish the Division and each
known working interest owner an itemized schedule of actual well
costs within 90 days following completion of the well; that if
no objection to the actual well costs is received by the Division
and the Pivicion has not objecied within 45 days following receipt
of said schedule, the actual well costs shall be the reasonable
well costs; provided however, that if there is an objection to
actual well costs within said 45-day period the Division will
determine 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 chare of ectimotced cosis ia advauce as providead

hd

L

L O
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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 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, 2on 2 of the pro rata
share of reasonable well costs attributable
to each non-consenting working interest
owner who has not paid his share of estimated
well costs within 30 days from the date the
schedule of estimated well costs is furnished
to him.,

(8) That the operator shall distribute said costs and

charges withheld from production to the parties who advanced

the well costs. g33w~”’ﬁerm—m\7f 20 4/ Irilliiry A d—
/ # 33002 per-an"'L 204l 2o cé‘zl‘-, a r¢
(9) That . ereby fixed as a reasonabl

chargeg¢for supervision (combined fixed rates); that the operator
is hereby authorized to withhold from production the proportionate
share of such supervision chargegattributable to each non-
consenting working interest, and in addition thereto, the operator
is hereby authorized to withhold from production the proportionate
snhare of actual expenditures required for operating such well,

not in excess of what are reasonable. attributahle to esach non-

consenting working interest.
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(10) That any unsevered mineral interest shall be considerdd

J a seven—-eighths (7/8) working interest and a one-eighth (1/8)
L 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 immediately

be placed in escrow in " Lea County, New Mexico, to be

paid to the true owner thereot upon demand and proof of ownershipj
that the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the date of

first deposit with said escrow agent.

{13) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.
DONE at Santa Fe, New Mexico, on the day and year herein-

above designated.




