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b U2 Chase 4329,

UL, ATV Case 4329, Anvnrlication of Pubeo
Petrolcum Corroration for covonlsery noolinag, San Juan
County, Tlow Mexioo,

MpPL. NOPRPLS: My, Vxamincer, 1 oarm Pichard Morris

of Montaomery, Federici, annabhs and Morris, Santa Te,

appearina on behalf of the Aorlicant Pubco Petroleum Corno-

ration. I have onc witness and ash that he oomae forvard.
stand and he sworn, nlease. Mr., Don Valker,.
(Witness sworn).
(Whereuron, 2Anplicant's
Ixhihit 1 was marked

for identification).

MR, UTZ: Are there other appearances in this

Q)
]
n

/
A

)

MR, RELLAIN: If the Examiner nlease, Jason
Kellahin, Xellahin and Fox, Santa Fe, anpearing on hehalf
of Ducan Production Comnanvy.

MR. UTZ: Other appearances?

MR, MORRIS: *HMr, Examiner, due to the somewhat
unusual nature of this case, I would like to make a brief
opening statement, if I mav.

MR, UTZ: You may do so.




MR, TORPIS . THis ecasa s an outarowth of Case
4299, which was heard bhefore vou on Janvarv 21 of this vear
and resulted in the entrv of Order Munber R-3921, dated
February 128, 1970,

That case was an arnlication hvy Migqan “roduction
Corporation for a non-standard unit in the undesignated
Pimturad Cliffa Pnnl and reanlted in the order establishing
the non-standard unit not onlv non-standard as to the amount
of acreage involved, but as to its confiquration.

The unit established bv the order was Lots 1 and
2 and the northwest ouarter of the southeast cuarter of
Section 33, Township 30 llorth, Range 14 West, plus Lot 2 of
Section 4, Township 29 North, Range 14 West, all in San Juan
Countv,

The order also has permitted Dugan Production
Corroration alternative locations for the drilling of wells,
In the hearing on the former case,. Mr. Dugan proposed the
drilling of wells either in the center of Lot 2 of Section 4
or in the center of Lot 2 of Section 33.

The order svecifically rnermitted any interested
rarty to bring a case hefore the Commission for the compulsory
vooling of all mineral interest in either the southeast guarter

of Section 33 or the northeast quarter of Section 4.
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Since Pubco Petroleum Cornoration had avveared
at the foirmer hearing and objected to the non-standard or
the = ves, the non-standard wroration and spacing unit as
provoscd hy NDuaan Production Comhanry on the aground of
violation of correlative rights, Pubco resvonded to the
invitation contained in Order Mumbher R-3921 and brought this
application before the Commission to pool the two quarter
scctions that are involved or to vnool the one auarter section
in which Dugan Production Company ultimately chooses to drill
the »ronosed Pictured Cliffs Well.

MR, UTZ: Jould vou have resvonded without an
invitation?

MR. MORRIS: I imagine so. In order to make the
yecoré in this case comnlete, T would at this time move that
the evidence and the entire record in Case Number 4298 be
incornorated by reference into the hearing of this case.

MR. UTZ: The record i.. Case 4293, which resulted
in Order R-2021, will he entered into the record of this case.

MR. MORRIS: With that, Mr. Examiner, I would 1like

to proceed with our evidence in this case.

MR, UTZ: VYou may proceed.
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DOMATD ™ALRER
the ¥itness, havinag bheen first dulv svorn, was examined anéd

testified as follows:

DIRECT EXAMINATION

BY MR, "MOPRIS:

0 Mr. VWalker, nicase state your name and where you
reside,
A I'm Donald Walker. T live in Albumeraue. J am

emnloved hy Pubco Petroleum Cornoration as arca yroduction

manager.

0 What area is covered by vour duties as production
manager?

A The -- my area goes from Texas into Central YWyoming

with the San Juan Basin as a particular interest.

0 Wourld vou brieflv state vour education and exverience
in the petroleum industry?

n I graduated from Oklahoma State University with
Bachelor of Science Degree in retroleum engineserinag in 1961,
as emploved hy Tenneco 0il Company in Offshore South Louisiana
from '61 until '64.

I transferred to Durango, Colorado, with Tenneco

0il Company ancd worked in the San Juan Basin from that area

from '64 to '67. I was erployved hbv Pubco Petroleum Corporation;
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moved to AMlbhnmrmercue and am thero oresent.
O Areo voun familiar with the anpnlicoation of Pubheo
Potroleuns Corroration in this cpse?
P Yeos, ¥ oam,
e} Areoveonr Alan farniliar with the hearinag and the

transcrint of ecvidence that was taken n Casce Mumber 42982

r T have rcacd the order arnd I have read the transcript.
IF. MORRIS:  Are the wiitness' cualilications accepi-

able?

MR, UTZ: Ves, thev are. When did vou sav vou went
to work for Pubco?

THE WITHESS: 'f7, 1967.

MR, KELLAHIM: If the Examiner nlease, I would like
to make an ohijection to the cualifications of the witness unless
his testimonv is coing to he confined solely to the engineering
asnects of this case. Unless it be estahlished that he, in his
position, has authoritvy to and is familiar with negotiations
for unitization, which is reallv what we are dealing with here.

MR, UTZ: Can vou establish that, counsel?

)

MR. MORRIS: Well, Mr. Examiner, I don't feel Mr.
Kellahin's objection is well taken. e already have in evidence

the transcrint of the former hearing which contains the record

on negotiations and I think that our evidence in this case




primarily will he confined to some of the engineering aspects
of the case.,

However, the witness' cualifications will stand
and there is some matter of which he has no krowledge, I'm
sure "'r, Xellahin can bring that out on cross examination.

MR, U MMr. Valker, are vou familiar with the
enginecring esrccts of this case and this immediate area?

THE WITNESS: Yes, sin.

MR, UTZ: Are vou familiar with the negotiations
that were drawn previous to this time --

THE WITNESS: Yes, sir.

MR, UTZ: -- of Pubco and Mr. Dugan?

THE WITNESS: Yes, sir.

MR. UTZ: Obiection will be overruled. ¥We will
let him testifv.

0 (Bv Mr, Morris) Mr. Walker, first let me_ask if
vou have nrepnared or if there has bheen prevared under vour
surervision an exhibit showing the acreage in auestion in this
hearing?

A This was pnrepared under mv suvervision, this
Exhibit One, which shows the areé of concern in Section 4,

Sectior 33, Section 33 and 30 North, 14 West and Section 4,

29 North, 14 West.




0 In makine mv onceninag staterment, Mr. Walker, did
I fairly state the sitnation with resecect to this acreadge and
what 1t 1s that Pubco Petroleum Cornoration seeks bv this hear-
ing?

A Puhco's main interest in this hearing is that pro-
tection of our interest and our rovalty owners interest.

0 And what is it that Puhco Petroleum Corporation
seeks bhv this arnlication in this hearina?

A To force rool as a standard unit the southeast
aquarter of Section 33, 30 North, 14 YWest or —-- and the north-
east aguarter of Section 4, 22 MNorth, 14 West.

0 Would you state for the recoré what acreage it is
that Puhco Petroleum Cornoration owns in each of these quarter
sections?

by Pubco owns the —-- in Section 22, Pukcs cwns the
northeast guartcr of the southeast guarter and in Section 4,
Pubco owns the northeast aquarter of the northeast cuarter and
the south half of the northeast quarter.

0 And who is the rovalty owner under all of Pubco's
acreage in both Section 33 and Section 4?

A Federal Government.

O Mow, vour Exhibit Mumber One, also show hy coloring

in blue, the acreage owned bhv Dugan Production Corvoration.




A Yos, it does.,

N Is tha* the acreace that was established as a non-
standard unit by Order Mumher 39217

R Ves, it is,

0 r, "Malker, T helieve vou sald alrcadv that vou
have reviewed the transcrint of the testimony produced in
Case Mumber 4298; is that correct?

Y2\ Yes, I have.

0 And have vou reviewed the portion of that transcript
where Mr, Dugan has stated that he proposes to drill a well
either in Section 4 or in Scection 337

A VYes, I have, from the transcriot.

0 All right. Do vou have an opinion as to the proper
risk factor that should he established in the event the Com-
mission orders comrulsory pooling of either/or both of these
cuarter sections with resvect to the wells at the locations
proposed hy Dugan Prodcution Corvoration?

A Yes. Going to the nroposed localion in the south-
eas+ aquarter of Section 33, the -- Puhco feels, and I think i
was brought out in the transcript of the vnrevious hearing, that
the entire cuarter nrobably contains gas reserves in Pictﬁred
Cliffs anéd Pubco has always felt it did contain gas reserves

in the Pictured Cliffs; but, it was a matter of economics to
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locationn e not real arvear, fhat oo il e 2B e ko Adril)
well, a Pictured C1iffa A1l 1k 3111 b A agas nroducer and
i1l vav out and o this extent, e ferl Ylike the risk should
he in the neiobhorhood aof fen neorecent.,

Tr e second location, wbhich is in the northeast —-

in the northwest of the northaast of Section 4, this location

e
N

is farther to the south, Tt ias offcsetting a Adrv hole Arilled
he Puheo in 1283 or '54 —-—~ 1054, ancd wn foel like that the
rislr has increased there recause of the nature of the Pictured
CYliffe vroduction in this area.

Tt ie not cortinuous. ™o sands aren't continuous
and, thorefore, we feel live the risk here is somevhere in the
ranage of tvrentv vnercent.

0N Concernina cost of sunervision, which thv Commisgion
is obliced to fix in a force nooling case, do vou have anv
estimate 4s to what the cost of surervisior of a well at either
location would he?

A Ves. Tn this area the onlv line, vive line that's
in here is » hiagh nreesure line and as a result, vou are re-

auired to use comnression on these —-— on our Pussell Federal
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Mumber Two, This runs the oneratinao cosi, the surervision,
un considerahlvy,

Ve feel like that from our exvericnen, it is going
to take at least a hundred dollars a month for supervision,

0 In vour oninion, Yr. alker, is it necessary that
vour apnlication be aranted in order to protect the correlative
rights of all mineral interest in the lands that ven ho:d undsy
lease in cach of these cuarter scections?

AN Yes.

MR, MORRIS: At this time, "r. Examiner, we offer
into evidence Applicant's Fxhibit Humber One.

MR, UTZ: Without obijection, Exhibit Number One will
be entered into the record of the case.

MR, MOREIS: That is all I have on direct examination.

MR, UTZ: 2Anv cuestions of Mr, Walker?

MR, KELLAHIN: Yes, sir.

CROSS EXAMINATION

BY MR. KELLAHIN:

Q ¥r, Walker, in connection to vour testimony on
cost, vou said vou thought a hundred dollars per month for
supervision woulq be proper, Would that he confined to super-
vision or would that include cost of oneration?

A Oh, no, sir. That is surervision, transportation.
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That --
O That is just maintaining vour combressor and -~-
A That is a man to g0 hv there.
O ~- a man. Your cost would »e over and above that?
Fa\ Right. The oneration of the comnressor, the down-

hole surface. maintenance surface, chemicals and all of the
other things would he over and above that, which I don't sce
how it can nossiblv he fixed hecause of the nature of the --

0 That would varv from time to time, depends on what
occurred; is that correct?

A Yes.

0 What about your arilling cost in this area. Do vou
know what thev are?

A We know what it cost us to drill our particular

well in the area.

Q Your Federal Mumbher Two?

A Yes, sir.

Qo What was the cost on that well?

A $43,359.00 total investment., This is not -- this

is drill, complete and eaquib.

0 That put it on the 1line?
A Yes, sir.
0 That has been a good well, has it not?
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I It's been a qgood well as far as Pictured Cliffs;
hut, it's been verv costlv to make it good.

0 It's nroduced in excess of a bhillion cubic fect,
has it not?

A As of MMarch the 1lst, 1970, our records indicate
975,986 "CT.

O Mow, vou testified, as I understand, vour Puhco
Pussell Federal Mumber Four was a drv hole drilled in 19547

A I helieve that is correct.

¢) And, vet, vou nronose in vour application to
dedicate the northeast of the northeast of Section 4 to a
well if it is drilled in the northwest of the northeast; isn't
that what vou said?

A That is correct.

0 In other words, you are willing tc dedicate dry
acreage to a well to be drilled bv Mr., Dugan?

A Well, it was dry in 1954,

O In '54, VYou don't know what it is now. Is that
what vou are saying?

A Ves, sir.

e} You testified in conclusion that, in your opinion,
it's necessary to have a comvulsorv nooling in order to pro-

tect the 'correlative rights of Pubco and its royalty owners.
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ias Puhco made anv effort to obtain voluntarv comnmunitization
of this acrecaae in cither Section 33 or in Section 47

p) Pubco has not.

n Is Pubco willino to drill a wel) on either one of
these tracts --

N No.

0 -- and let "r. Dugan nav his nromportionate share
of the cost?

AN No.

0 Is Pubco willing to pay its prorortionate share

of the cost of anv well drillec¢ by 'r. Dugan or his companv?

p Mo.

O In other words, Puhco, then, is asking to be nooled
into a well to be driiled hy Mr, Dugan at no cost to Pubco
and rermit a ten vercent risk factor if the well is drilled
in Section 33 and a twentv vercent risk factor if the well is
drilled in Section 47?

A That is correct, sir.

0 Do you have anvthing to do with the authority of
vour companv to commit acreage to a well? Can you make a
communitization agreement? Do vou have anything to do with

that vourself or do vou just recommenc to your management that

this be done?




I ¥ have —-- this coes throuagh various branches of
our comnanv. Ingincering leooks at it; ageologv looks at it;
Jand looks at it and usuallv makes the final recommendations
and management anvroves or disannrovesg,

0 In this case, 1 take it then, management has acted
and disaoproved in communitization heve?

A That is correct, sir.

0 That is on a voluntarv hasis because you are here
asking for force nooling?

bl On a communitizaticn hasis, this would he a bhasis
of Pubhco participating and I bhelieve Puhco is asking for force
rooling as a non-consent,

0 As a non-consent. Have you ever heard of a case

before this Commission in which ar Applicant for force pooling

has declined to pavy his nrovortionate share of the cost?
A I am not that familiar with the Commission hearings.
0 Now, vou have mentioned something about considering

the economics of vour Pubco Russell Federal Number Two in con-

sidering the well proposed to he drilled in Section 33 in the

southwest of the southeast.
That economics did vou have in mind? What were vou

talking about?

A How rwuuch money we can make with a dollar invested
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and on the Russell Tederal ™vo, considering the investment
cost and the operating cost, we have recovered $57,000.00
from that well in fifteen vears. 2Assuming constant income
of fifteen vears, this is ecouivalent to four and a half to
five percent on our investments,

Therefore, we don't feel that this is a tvpe of
investment that we want o mala with ouyr narticular doliar.

O In assessinrg a risk factor to the drilling of the
well, do vou not take economics into consideration or are vou
just concerned whether vou will get a gas producer?

MR, MORRIS: I will object to that simply on the
grounds that Mr., FKellahin is askina for legal conclusion of
the witness.

MR. XELLAHIM: I am not. The witness testified
he assigned a ten percent risk factor to this well. 1 want
to know what basis he assigned it. 1 think it is a proper
question.

MR. MORRIS: I think the cuestion is proper as
repnrased by counsel.

MR. UTZ: You will remove yvour obijection if he
rephrases his qguestion?

MR. MORRIS: Yes,.

MR, UTZ: All right, sir.
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MR, KELLAHTIMN: pfnswer it as it 1s revhrased if
vou can, “r. VYValker, in considerine the risk factor to be
assianed to the nroposcd well in Section 33, hal Tactors
did vou consider in economias?

THE WITNESS: TFirst, we considered the fact thot
we feel like the well will be a Pictured Cliffs oroducer.
This is the Secction 33. And, that it will vav out and it
will make monev.

We have made five vwercent on our well sc -- well,
what we want to do, we want to he fair bhut we feel like we
can allow ten nercent for anvthing that might harpen in the
drilling of this well in the future.

0 (By !'r. Kellahin) Including the possibility of
recovery at cost; did vou include that in yvour risk factor?

A Yes.

0 Nid vou take into consideration on that the cost
of money for drilling a well of this kind? Did vou give any
consideration to what it cost, for example, to bhorrow monevy
to drill this kind of a well?

MR, MORRIS: I will obiject to the dguestion, Mr.
Examiner, on the grounds that the statute specifically says
that it's the risk involved in the drilling of the well; it

says nothing about the risk factor properly bringing into
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considevation interest or anv factor other than the risk
involved in the drilling of the well., *r., Kellahin's auestion
is an impyoner one.,

MP, KELLAHIN: If the Dxaminer nlcase, the cost
of moncv is essentiallv a valid consideration on the part of
anv onerator in drilling a well and it is a vart of cost of
drillinag a well to be nromerlv considered.

R, UT4A:  Your orincinal ohjection, r. lorris,
is to the hrinaing in the cost of monev?

Mp, MORRIS: Yes, sir.

MPL UTZ: Ohjection will bhe sustained.

O (Bv MMr, Xellahin) Tr. Yalker, vou sav on the basis

of vour own e¥nerience vou grt a five percent return on vour

moneyvy per vear, I take it?

A In this particular well I was speaking of was Russell
Federal Number Two. This is what we recovered in this well.
0 From vour testimonv, I take it that yvour company

does not feel it wants to drill a well for five rnercent of

the return?

A e can put our money in the hank and recover more
than that.
0O Isn't that a factor to he considered in considering

the risk factor, Mr. Walker? ©»Did vou consider it, that vou




could »nut vonr monev in Lhe hank and mabe oinre monev than
hy drillina A well?

R, tOnpl S 1 renew the ohidcction, “fr. Uxaminer.,

R, RPLUAIN: e testificd to it

MR, MORRIS:  Tet's nut the conflict in contoxt
here as far as v obhijection is concerned. *Mr. Walker has
testified as to this five mercent return as heing the hasis
on which Pubco has made a decision not to commit itself to
narticipating in a well here.

Tt has nothinc to do with the risk factor to be
assigned to the well for the risk involved in the drilling of
the well, Mr, Walker's testimonv onlv went in that regard,
only went to the reascns which arpear to be very valid for
refusing to voluntarilv join in a unitization agreement which
would not agive Pubco the riaght to gc non-consent.

MR, KELLAHIN: T won't labor the vpoint. I think
it is asbhundantlyv clear what we are talking about. T will with-
draw the acuestion.

I helieve that's all.

MR. UTZ: Solves the pnroblem ocuite easily.

MR, KELLAfIIN: That's all the ouestions I have.

MR. UTZ: Are there other aguestions of the witness?

MR. NUTTER: VYes. I would like to ask a coupnle.
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CROSS TXATIHATION

RY MR, NUTTHP:

0 Mr. Ualker, vou mentioned a hundred dollars a

month for supervision of the well., 1 would like to clarify

u "

just whgt we arg ipcluding ,in the phrase sunerv%sion.; )
'(»(_(} R 4T IV S SRF N ol S A N ',';"r/,'.,;’_ 7 . 'ﬁ_ [’_? 7 7 f

. MR, HATCH: While Mr. MNutter isfqone, IfhaVQ a »;;,(
cuestion. jkﬁﬂ;;J?
Mr, Walker, Pubco has no intantion of Aril]inq;ffffﬂ.i%
a well on this acreage itself?
THFE WITNESS: No, sir, we don't have.
MR. HATCH: That's all the auestions I have.
CROSS FIAMINATION
BY MR, UTZ:
O Mr. Walker, vou stated that vou were in a position

of non-consenter in this force pooling, is that correct?

A Yes.

O As a non~consenter, does that mean that Pubco
doesn’'t want a well érilled on this acreage?

n Pubco doesn't object to a well being drilled on
the acrzage as designated for force pooling. Puhco ojects
to investing their money in this well and, therefore, we would
not wish to participate in the well.

0 I guess trat would mean, if I may interpret your
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answer -- vou correct me if I am wrona -- vou are not willinga
to gamble vour money on the well, hut vou arce willinag to be
force rooled into the well and at some rate of interest and
participate in the nrofits, if anv?

12y Yes. In anv rnrofits in the future.

MR, MOPRIS: My, Dxaminer, bv “interest" you mean
a factor?

MR, UTZ: Pisk factor. He is talking about interest
here -- I gathered from his testimonv that he wasn't satisfied
with a five percent interest on the well, five percent greater
return.

MR, MORRIS: VYes.

MR, UTZ: While Mr. Nutter is getting the order,
let me pursue the matter of this drv hole down here since it --

Q) (By Mr. Utz) “r. Yalker, this well will he drilied
i1f it is drilled in the first pronosed location on Mr. Dugan's
lease, is that the proper -- correct?

P Thich ~~ the first nroposed location? Which one
are we talking about, the south location or --

0] The proposed leocation, vut it that way, as it is
labeled on vour map. .You have a vroposed location and an
alternate location. I am talking about the wvroposed location.

A Okav. Tt will be on *Mr, Dugan's lease, yves, sir.
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e

0O Tleulad Pnbeo obiject to "r, Dugan having 120-acre
non--standard unit?

A Yes, sir.  Thev would not he ﬁrotccting our royalty
owner.

0 Mow, in regard to vour Russell Federal Number Four,
are vou familiar with the comnletion data regarding this well?

A No, sir, I am not.

O His was driiljed nrior to vour time with Pubco

I Ves, sir.

O So, you don't know how the DST's were? Have vou
reviewved the records of this well anv?

A I have not and 1 4id not hefore this meeting.

0 So, vou can't tell me whether it had any DST's
or not on it, whether it nroduced water or iust what have vou?

A Mo, sir,

e, UT72: Anv further cuestions?

CROSS TXAMINATION (Cont.)

BY MR. NUTTEP:
0 Mr. Walker, whv wouldn't a 120-acre unit orotect
vour rovalty owner? If the takes from the well were three-

ouarters of the takes from a 160-acre unit, why wouldn't a

120-acre unit orotect vour rovaltv owner?




A Thig i » non=-nyraratoed area.,

s Tf thn tatoa vwere falen rataMNlv in accordance with
the aacreace *hat's Jedinate? o the edls, would that afford
erotection to vonr rovalty owner?

A TE i&hev weore taven ratahle,

e Tyat are voun doina to nrotect that rovalty owner
riakt now?

A rt the nrecent time there vas no -~ Adidn't seenrm

to he anv need for anv nrotection. Tt's nrettv well protected.

O Did Pubhen at one time own the hlue acreage on this
exhibhit that 7 have, the ¥line iecase?

n Yes, sir, I believe we did,

0 Nid vou make anv effort to nrotect the XKline interest
from Arainage at that time?

A Mo, sir.

0 Mr., "alker, the Commissior -- T'11 read a paragranh
from a standard order that the Commisaion ras entered jforce
nooling certain acreage. This marticular order, it's Order
Y¥umher Mine in -—- and reads as follows:

"That one hundred dollars ner month is hereby fixed
as a reasonahle charage for surervision of the subhiecct well; that
the onerator is herebv authorized to withhold from prdduction

the vnrovortionate share of such supervision charge attributahbhle




to earh non- consentine wortineg intereat and in addition thero-
to, the orerator 12 hevehvy avthorized to witrhald froon nro-
duction the rrorortionate =harve of actual exrenditures reouirod

for oversirina tho suhinct well not in oyeess of what are

roasonahle attritmitahle to ecach non-consentinag wvorking interest.”

Mleve, T owaga wvonderina, whon vouw vere testifving on
vour direct testimonv there abhont the oneration of the com-
nressor, wouldn't that be an actual exnenditure recuired for
onaratinag the well rather than surervision of the well?

2 M, sir. N ocomrresenr takes much more surervision
that dust an ordinarv onas well, 2n ordinarv gas well, we are
talkinag about —-- in mv exrerience with “nhno,-our oreratina
costs are in the range nf -- pur asueervision cost, our man
that anes out there and looks at the well is costing us in
the vanga of twentv-five to fiftv dellars a ronth; but, this
is not true if we nukt a comnressor on the well. These costs
double.

0 In a voluntarv nonlinag arranaerment agreed to in
these Corus Accounting Procedures, isn't the surervision that
is nrovided for in that voluntarv agreement usually office
overhead for sunervision rather than field suvervision of the
eaquinment itself?

If either of vou attornevs involved in this case




25

know the answver, I would annreciate advise on this. b
beliove that the Cornus tahles previde for office supervision
or wmanademont supcrvision back in the office. It's office
overhead and that suvervision of the eauipment out in the
field itsclf would he a direct cost.

A Your office overhead 1s the indirect overhead

charges, which is a set fiogure. It includes the cost of taking

care of accountina, the stéte records, all --

0 These are costs that vou can't pin down and sav
so much of this total overhead cost can he attributable to
this well, this well, this well. It has to be_a share of the
total operational overhead?

po That is correct.

0 That is why we fix a certain round sum Ior that.
Then, the sunaervision of the compressor itself, vou have a
comoressor on a well and vou know how much time it takes to
operate or supervise that compressor, so why wouldn't that bhe
a direct attrihutable charge to this particular well?

N I thought -~ I was under the impression that we
were séttinq a charge for the direct onerating labor for this
well.,

0 Why wouldn't the supervision of this comrnressor

hbe that? I want tc be sure that the order, if the Commission
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should enter an ordey nravidinag a hundred dollars a month

for reasonable cost of sunervising tho well, T want to he sure
here is no misunderztanding as to whether this surcrvision
includes the surervisinag of that compnressor or if that compressor
charcge is coinag to he once of these actual oneratinag cost that
would bhe maid out of yroduction.

MR, MORRIS: “avbe I can clear up the recorxd. n
consicderina this auestion, I advised 'r. “'alked that it had
heen the Commicssion's practice in the rast to consider some-
thinag in the naturc of seventv-five to a hundred dollars which,
according to my understanding of nast Commission vractice in
setting these figures, vas to cover the cost of the switcher
or vumner as the case might he and 1f there was some extra
amount of lahor involved, due to comnressor being involwved on
a well, that should be taken into consideration.

T think his answer to the cuestion was given in
connection with mv adivee to him on what past Commissionh oractice
has been.

{(WThereunon, a discussion off the record was held).

0 (Pby Mr. MNutter}) Rack on»the record. My, Walker, in
interpreting what the werd surervision would be in the Com-

mission's order, would it be agreeable to vou and to Pubco

that the word "sunervision” and in the Commission fixing an




astahlished cost for suvervision, would -- this would apoly
for onorational overhead,
Tat would he to home office and district office

exrensecs that can't be attributed to a aiven well?

=

This would he accortable to me. T would rather

have the word "sunervision" stricken and "overhead" replaced.
NDistrict office overhead.

0 Supervising of the well itself bv a man going out
to the well looking after a compressor —- we won't use the
word "supervise" in here -- but, looking after a comnressor
and lookinag after the well would be direct chargeable operating
cost: is that correct?

A That is correct,

MR, NUTTER: Thank vou.

MR, UTZ: Are there other ouestions? )

CROSS EXAMINATION (Cont.}

BY MR. UTZ:

0 What nressure line, Mr. Walker, are vou having
to put this cas on?
A I believe this line nressure is running hetween

425 or 450.

Q Is that a main line or a gathering line?

A It's -~ I'm sorrv, I am going to have to say I
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don't know,
N I thought I remembered it was ~ main line. hat

kind of well head vressures did vou get on the well?

Il Our scomnressiorn suction pressure i1s 100 PSIG,

0 So, vou're comnressing from 100 to 450 oy better?

2N Yes, sir.

0O It would have to be better in order to put in a
line.

F2¥ Yos, sir.

MR, UTZ: Are ther other questions? The witness
may be excused. Does that conclude vour --

MR. MONPRIS: Yes, sir, it 1is.

MR. UTZ: Does anvone else have any testimonv theyv
would like to put on in this case? Statements?

MR. KBLLAHIN: Yes, sir.

If the Dxaminer pnlease, at the outset, Mr. Morris
said he was making a vreliminarvy statement becsuse of the un-
usual nature of this case and I couldn't agree with him more.
I have been arouné¢ this Commission since 1951 and never since
I have been appbearing here or listening to other cases havo I
ey heard of an PAvnplicant for comp lsory nooling who was not
willing t¢ pay his proportionate share of the cost of the well

to be drilled on the unit to which he proposes to vool.




Thia »uts them in the rather veculiar vosition
of saving, while thev are consentinag to force nooling, not
only consenting hut activelv sceking 1+, thevy want to o
non-consent on anv well that is Arilled. "his is a most
unusual situation,

The main reason they don't want to go consent
on the well, as I understand the testimony, is hecause they
have a five percent recoverv on their Pubco Russell Federal
¥ell NMumber Two and thev don't consider that adeaquate to justify
drilling a well and vet they want to allow ten percent risk
factor on the hasis of that kind of recoverv.

If the well is drilled in Section 4, they vropose
to dedicate to it ¢rv acreage as avproved by their Puhco
Pussell Federal Numher TFour Weil, as this witness has testified
and I assume take three-fourths of the recovery on this well
after ravy out. Again, thev are not wiliing to nav their pro-
prortionate vart of the cost of the drilling of such a well.

Now, in the rast, the Comrmission has made the inter--
nretation and I think wiselv so that where the statute provides,
as it does, that where such owvnexrs or owner have not agreed to
o0l their interest and where one such separate owner or owners
has the right to drill, has drilled or nronoses to drill a well

on saiéd unit to a comnetent source of sunply, the Commission,
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to avold the dridlinag of unccesasarye wells or to vrotect

the correlative rights or to rrovent waste, shall ool all
or anv vart of such land or intercost or hoth in Lhe soacing
or prorvation unit,

Thoe Comnmission has internreted that to mean, there
nast bhe sowe showing before this Commission of valid, good faith
cffort to reach some kind of a communitization agrcement. The
witness has testified that no such effort was ever made. Not
onlv was none evaer made, they don't even pronose to make one.

They testified thevdon't prorosce to drill a well o»nd
they not only don't vropose to drill a well, thevy don't prooose
to pay any part of the cost of the well to be drilled excent
cut of vrocduction.

They are nerfectlv willing for the Applicant, Dugan
Production Comvany, Annlicant in the preceding case, to go ahead
and drill a well and carry Pubco without cost. MNow, if vou read

the statute it may well be arqued that there 1

n

nothing against
the vosition taken hv Puhco.

The onlv argument really is a aquestion of good faith.
A company here has no intention of drilling a well. They have
no intention of protecting their rovaltv owner, which it hapnens
to be the United States Government, and vet thev came here and

objectad to Dugan protecting a -~ an individual royaltv owner,
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r., Xline, o owns the minerals here; his riaghts have to be
nrofcctrd, too.

And tr,. Duaan promnosces to nrotect them since
Puhco, who owns this lease, didn't sce fit to nrotect them,
Mow, 1f Pubhco Petroloum Corooration has a nrobhlem with the
mited States Government on orotecting its interest in the
aquarter-ouarter section involved in Section 33, we have a
verv readv remedv for them.

T am avthorized to state on bhehalf of Ducan Pro-
duction Comrany that we are willing to voluntarily nool with
Pubco on a well to bhe drilled in that unit on any reasonable
basis in which thev aaree to vav their nroportionate share of
the cost of drilling and comnletion and ecuirning the well and
I doui't think arv better offer could he made than that.

And in the face of that, I don't sce that the Com-
missien has anv authoritv or any right in good conscience to
force pool this acreage. Now, the aquestion was raised as to
whether the dedication of 120 acres to the well in Section 33
would mrotect Puhco's rovalty owner.

It micht brotect Pubco's royalty owner, assuming
that production was bhased on in provortion to the acreage;

but, it wouldn't vnrotect the rovalty owner, Kline, who has

another 40-acre tract in the section to the south. I don't




thinyk this 1is nroner before the Commission in this case in

any evert hecausne the Commission has already ruled on it in

Casc Yumber 4299 by its Order P-3921, authorizing the decdication
of 10 arnres to a well o He Jdrilled cither in Section 33 or
Section 4,

Tn the ahsence of force noolina order Hy the Con-
mission in this case, which we feel would he hiaghly imbrorer,
the prior order will stand and there wvould be no further araogu-
ment about what acreacge will be dedicated to the well.

As I sav, I have ncver heard of a case of this
kind before. We aquestion tho good faith of Pubco and I think
properlv so since they sit here and admit all they are loecking
for is a free ricde on a well thev don't want to drill.

MR, MORPIS:  ir, Examiner -—--

MR, UT7:  Ves, sir.

MR. MOPRPRIS: I would like to call the Commission's
attention to a vrevious case., Admittedly, it's not the same

case in manv resrects, but verv feow cases are identical.

Unfortunately, I don't have the numbher of the case here but
it was an apvnlication of a ™r. Swearingen in a case involvecd
with a prior avrlication bv Mr., Charles Lovelace.

I helieve a review of the records of the Commission

will show that M"r, Lovelace had arrlied for a non-standard unit
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and Yr, Swearinger, as the fae owner, had come in oand annlioes
fory commulsorv pooling, tabinag the nesitiorn, coat he didn'd
want to navticipate in the drilline of the well: wish Lo be
A non-cconsenting intercost and that this was rarmit{ad by orvder
of the Commission.
Mow, reqardlesa of that narticular casce, 1 think

“r, Kellahin has admitted here that the statute may nroperlyv
he read to vermii {(ha srnlication that Puhceo has presented in
this casce. The onlv reaulrereont for Adrilling --— T mean for
hringinag a comnulsorv noolina case is that somcone proposes
to drill -- soreone who has the right to drill, has drilled
or nronnses to drill a well on the unit.

Tt does not sav that the RArnlicant must nronose to
1 the well. Tt does net sav the Anrlicant must agree to
share in the cost of the drilling of the well., Onlv bDv the
language of the statute, which would avrear to be particularlv
designed so that anv owner, any mineral interest owner, whether
thev are working interest, rovalty interest or whoever, would
have the right to bring a comrulsorv rnooling case to require
that someone who nrovoses to drill, dedicate all of the acre-
age in what would amount to a standard broration or spacing

unit,

Mr. ¥ellahin has stated that he feels that the
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mattor iq sinnle one of good fFalth and b has statoed thot
Yr, Ducan of fors o cormunitize on anv basis that would
rormaire Puhao Potroleun Cornoration o nav s share of the
wel)l that 1ts involved,

I thin)k it has corme out in the eovidence here that
buhco has veryv adod reason for not feelinaga based on its own
exrerience, has verv agood reason for feelina that it i3 not
economicallv justified in warticipating in the 4driltling of
a well 1n this area.

Most communitization aarcements that T ém familiar
with carrv non-consent nrovisions in them, standard form
communitization agreements so vyrovide. 1 have not heard 'r.
(elléhin make anv offer to include in his offer to coﬁmnnitize
any kxind of a provision that would »ermit Pubco, as a working
interest owner, to ao non-consent.

Then we ccome to a cuestion that's really involved
in this case, what we are talking about is that Pubco here
in the southeast cuarter of Secticen 33 simnlv does not feel
justified economically to participate in the driliing of the
well, but primarilyv wishes to see that its rovalty owner, the
United States Government, particivates ia the proceeds from
the -- from anv well that is drilled in this southeast guarter

and the same would go for any well drilled in the northeast



auarter of Scction 4.
I think not onlv can the statute be read as

Fustifyvinag Puhco's nosition in this mattery, I think the
statutes should be read in view of the reauirements that the
Commission protect correlative rights, that the Cecmmission is
obligated in this case to anorove the apnlication of Pubco
and form standard spacing units here bv comnulsory pooling

Lo protect the correlative rights of all

< Ak A A
R e < L (99 o S

That's all I have, Mr. Examiner.

Mp, UTZ: Anvy other statements? The witness mav

he excused if he hasn't been nefore.

(Witness excused).

R, UTZ: The case will be taken under advigsement.
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STATE OF NEW 1100

)
) 538
COUNTY OF DEPMNATLILIO )

T, BPENDA RURKS, Court Rerorter in and for the County

of Bernalillo, State of Yeow Yexico, do heorebv certify that

~

the foregoinag and attached Transcrint of Hearing before the
Mew exico 0il Conservation Commission was reporited by me;
and that the same 1s a truec and correct record of the said

nroceedinags te the best of mv VYnowledge, skill and ability.

- -“ﬁw&&@- —

Court Reporter

I do haredy mar* Py trat tho Torezoing la
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ths Zoaningy bariipg .
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a. Telephone AC 505 982-3211

William J. LeMay . Consulting Geologist, Box 2213 » 214 College Strect

Saunia Fe, New Mexico 87501

N

= June 24, 1970

=
King Resources
Wall Tower West
Midland, Texas 79701 \ ’
Pubco Petroleum Corp. - ' /\\‘/\\1 (.,(/ ‘
P.O. Box 869 L ~ (/ o
Albuquerque, New Mexico 87103 4) ?

New Mexico Oil Conservation Commission e
P.O. Box 2088 - P
Santa Fe, New Mexico 87501

\

Gentlemen:

In accordance with Order No. R-3972, paragraph (4), | have enclosed a
schedule of estimated well costs for re-entering and production testing the
Morrow sand in the Texas Pacific No. 1 Buchanan, Section 7, T-20-S,
R-25-E, Eddy County, New Mexico.

Very truly yours, Q
William J. LeMay

wJL/kld

Encl.




WELL COST ESTIMATE Juneln i9 o 2\
FROJEET
Re-entry of the Texas Pacific Oil Company .
Buc'hé?%% Gas Com WELL NO. SECTION OLOCK/ TOWKSHIP SURYEY/ RANGE STATC )
' 1 7 T-20-S R-25-E New Mexico
UNTY FIELO PAOR OF COST | DATE WORK YO BEGIN|ESY, DATL OF COWK
Eddy | Dagge: Draw 100% | . Sept. 20, 1970 | Oct. 5, 1970
ASON T WORK NECESSARY. 05 BENEFITS 70 WE OEAIVED (a¢ and not production tested. :
DRILLING VENTURE TO EVALUATE PRODUCTIVE POSSIBILITIES OF MORROW SAND (9318-42)
Wo a: PETAIL CasH quTe %&o&&'i rcacﬁ‘_ﬁunur“s ACTUAL COaT
INTANGIBLES
LOCATlON and ROAD
T Survey end Pormif $ 150, :
Road and Location Preparation 1.000 $ 500,
Surfaca Damagos '750 .
fencing ~ Filling Pits — Clognup N0
ORILLING TURNKEY .
. ft. ot por tfootl
7 doys Rig time ol 81, 350 per day ‘,[27!50-
doys Rig time
Drill Pipe — Tool Raeatal
I Bits ot pYASIOR 200-
Gits at o
Reamer Cutlers
Core Barre]l — Core Head Rantal
CASING CEMENTING Production string 1,800.
SQUEEZE CEMENTING OR PLUGGING
LOGGING — SIDEV/ALL CORINGvbNV L & MLL 4.000.
CORE ANALYSIS '
FORMATION TESTING
PERFORATING - fie-in log . 900.
ACIDIZING 3 treaiments . - 4000,
SPECIAL RIG COMPLETING 4 davys gt $350. per day 1,400,
OTHER SERVICES - ) i _
TRUCKING . 500.
GEOLOGY : o 500.
ENGINEERING 650.. 200.
LABOR 500. 400.
TOOL ond EQUIPMENT RENTAL
“VIATER and FUEL
CASING SUPPLIES
DRILLING MUD ond CHEMICALS and water 2,800.
COMPANY SUPERVISION 300. 100
CONTINGENCIES ~ 5% 1.600. :
TOTAL INTANGIBLES $33,200. $ 1,200,
TANGIGLES
CASING, CONDUCTOR
CASING, SURFACE
CASING, PROTECTION .
CASING, PRODUCTION 9 500'qf 53" 17 1b. & 154 Ib. J-55 &N-80  23,000. 16.000.
CASING, OTHER
TUBING ©9,500% ot 2°3/8" eve 4./ |p. J-55 7,100, 7,100.
PACKER : ) 700. 400
- Flow Lines .500. 500
|
Heater and High pressure separator 3,500. ~3,500.
WELL HEAD EQUIPMENT 1,500. 1.500,
- SUBSURFACE EQUIPIAENT
. TOTAL TANGISLE $36,300. $29,000.
TOTAL TSTIMATED WELL COST & $69,500. i ©
TOTAL l—S”;i‘!’lA.‘-ED DRY sGLe COSI 539J300. l 3301 200.
i%u‘“:.v foa ABOVE PROJECT | PAQJECT RECOMMINOED QY! PROJECT APPROVED Y ! PAGIESTY APPAQYED &Y 1
T WL LeMa W.J. LeMa W.J. LeMay.
w.J Fshiay - /lj y y

PARTNE

R A




325-0238

Post Orrice Box 234 Tri£PHONE: 250084 O ffice
Zip Code 87401 k 325-569¢ Home
TN DUGAN PRODUCTION CORP. Avea Code 5og
C}' :}&- ! THOMAS A. DUGAN, President
4 i 70g BLoossELp Rb.

o
b - fw)x‘ o ) FARMINGTON, NEW MEXICO %
- e \, ._[V,\._/ ——

May 9, 1972

Mr. A, L. Porter

Qi1 Conservation Commission
Box 2088

Santa Fe, New Mexico 87501

Dear Mr. forter:

The Cline #!1, toceted in the SE/4 Section 33, T 30 N, R 14 W, San
Juan County, New Mexico, was compulsory pooled by Case No. 4328,
Order No, R=3971 in March, {970,

The weli was drilled in November, 1970 and connected to El Paso's
gathering system in fMay, 1971 for a thirty day production test. The
test showed thai ihe well was not economical fto produce at the current
gas price. When the price of gyas was increased in April, 1972, the
well became a commercial venture; a second-hand compressor was in-—
stalled and the well was put on production at that time.

We are forwarding the itemized costs of the drilling, completion,
testing, and connection, as cpecified in Order Nc. R=-3971.

Sincerely,

s f Mg a—

Thomas A. Dugan

i

dw

cc: Pubco Petroleum

Emary Arnold, 0li Consgervetion Commission

att, |




DUGAN PRODUCTION CORP,
Cline #l}

Dritting, Comptetion & Connection Cos!

Yt

JANGIBLE EQUIPMENT

Potwin Supply 56t 54 Surface Casing

Jerome P. NcHugh 011,91 -~ 2 7/8" tubing for casing
Potwin Supply 1018.52* - | /4" tubing

Frank!in Supply Wwel lhead, etc,

Franklin Supply Valves, etc.

Potwin Supply Tubing Equip., Swedge

Total Tangibles

INTANCIOI O C
NN AT L L. S

£. V. Echohawk Survey location
E. 6. Mofto Build location
Crane Drilling Co. Drit! well
Dresser Industries Open hole log
Byron Jackson lInc, Cementing 2 7/8v casing
Cement and equipment for surface casing
Drilling Mud

Sample Bags

Haul surface casing, cement and mud

Float Equipment & centralizers

Haul 2 7/8" and | |/4" tubing

Haul frac water

Dresser {ndustries = Perforating

Frac Tank Rental

Dowel! = Frac Well

Completion - Rental Tools

Cempletion rig and trucking

Rector Stripper Rubber
WAl l CSlnan
e 1 ) \Jl:’ll

Clzan up location and fill pits
Machine Shop - Bulld wash over shoe
Supervision to drill and complete well

Total Intangibles

TOTAL COST - DRILLING WELL

Test Weli into EIl Paso Line
May 23, 1971 to June 23, [97{

Compressor Rentai

Lay Line and Hook Up Compressor
Fitting and Equipment

Fittings and £quipment

Haul compressor to town

Labor and Supervision for Test

Testing Wel!

Puf Well on Production - April, 1972

Separator, 2823' Line Pipe and Fittings
Compressor Purchase
Haul Compressor to Lease and Hook=~up

TOTAL VELL COST

Putting Wwetll on Production

76,13
101 1.91
397.22
143.92
99.33
40.04

$1768.55

113.20
189,28
764,88
525.20
526.98
63,57
158.18
6,92
68.64
123,76
61.36
316.16
369.20
343,20
1937.26
176.80
1642.16
86,96
15.Q0
101.92
38.01
780.00

$9406.64

$1i175.19

395,20
536. 12
144,25
4,80
33.16
_150.,00

$1263,53

2141.35
5500.00
78.40

$7719.75

$20158.47
e




Mr. Richard S. Morris

Montgomery,

GOVERNOR
OAVID P. CARGO

0O1L CONSBERVATION COMMISSION CHAIRMAN
LAMND COMMISSIONER
STATE OF NEW MEXICO AL!X.:’.. .A.:Huo
P. O. BOX 2088 - SANTA FE
e780% STATE S20LOSIST

A. L. POMER. JR.
SECAETARY - DIRECTOR

June 10, 1970

Re: Case No. 4328
Order No._ R-3971

Federici, Andrews,

Hannahs & Morris Applicant:

Attorneys at Law
Santa Fe, New Mexico

Dear Sir:

Pubco Petroleum Corporation

Enclosed herewith are two copies of the above-referenced Commis-

sion orxdex

ALP/ir

recently entered in the subject case.

Very truly yours,

A 5.

A. L. PORTER, Jr.
Secretary-Director

Copy of order alsc sent to:

Hobbs OCC

X

Artesia OCC

Aztec OCC

X

Other

Mr. Jason Kellahin
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- 325-0238
Troeruone: gl Rt Office

DUGAN PRODUCTION CORP, o™

THOMAS A. DUGAN, President

Post Orrice Box 234
Zip Code 874,

709 BLOOMHELQ;}R)-N).
FARMINGTON, NEW_MEXICO
Septemter 235 1970

Mr. Emery Arnold

Qi1 Conservation Commission
1000 Rio Brazos Road
Aztec, New Mexico 87410

Nnawm TmAawvee
e WA D hlll\-lJ .

As instructed in paragraph 4, page 4 of Order R-3971, Zt
we sent Pubco Petroleum Corporation a cost estimate - Lll3
registered mail - return receipt requested. The C&/('Q

receipt indicated that Pubco received the cost estimate

on June 18, 1970. Pubco has not replied to our trans-

mittal letter with the cost estimate as required in
paragraph 5, page 4, Order R-3971.

We plan to proceed with the drilling of the Cline well
in the near future on the basis that Pubco is a non-
consenting interest owner,

Sincerely, 7

sC




BEFORE THE OIL CONSERVATION COMMISSION ‘
OF THE STATE OF HEW MEXICO |

"IN THE MATTER OF THE HEARING |
" CALLED BY THE OIL CONSERVATINN :
- COMMISSION OF NEW MEXICO FOR :
. THE PURPOSE OF CONSIDERING:

CASE No. 4328

Order No. R-3971
APPLICATION OF PUBCO PETROLEUM CORPORATION

i : I
!

| |

| |

: |

3 |

: 3.

1

ORDER OF THE COMMISSION |

FOR COMPULSORY POOLING, SAN JUAN COUNTY,
NEW MEXICO.

‘E‘,BY THE COMMISSION:
: This cause came on for hearing at 9 a.m. on March 25, 1970,
' at Santa Fe, New Mexico, before Examiner Elvis A. Utz.

( NOW, on this 10th day of June, 1970, the Commission, a
;quorwm being present, having considered tha testimony, the record, |
"and the recommendztions of the Examiner, and being fully advised

~in the premises, *

FINDS:

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

_ (2) That Order No. R-3921, dated February 18, 1970, estab-
lished a 171.15-acre non-standard gas proration unit in an
‘undesignated Pictured Cliffs gas pool comprising the NW/4 SE/4
.and the S/2 SE/4 of Section 33, Township 30 North, Range 14 West,
‘and the MW/4 NE/4 of Section 4, Township 29 North, Range 14 West,
'NMPM, San Juan County, New Maxico, dedicated to a well to be
‘drilled within 25 feet of the center of either the SW/4 SE/4 of ,
.said Section 33 or the NW/4 NE/4 of said Section 4. P

_ (3) That said Order No. R-3921 further provided that the
esctablishment of said non-standard proration unit was without
prejudice to the right of either Dugan Production Corporation
.or any other owner of mineral interests in either the SE/4 of
-said Section 33 or the NE/4 of said Section 4 to bring a case
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CASE No. 4328
Ordexr No. R-3971

before the Commission for the compulsory pooling of all mineral
interests in either of said quarter sections within 30 days from
- the date of Order No. R-3221. 1

: {4) That in accordance with the provisiocas of said Order

' No. R-392]1 the applicani, Pubco Petrouleum Corporation, filed a

- timely application seeking an order pooling all mineral interests
~in the undesignated Pictured Cliffs gas pool underlying the SE/4

; of said Section 33 if a well is drilled to the Pictured Cliffs ;
- formation in the SW/4 SE/4 of said Section 33 and an order pooling!
21l mineral interests in the undesignated Pictured Cliffs gas pool
~underlying the NB/4 of said Section 4 if a well is drilled to the

Pictured Cliffs formation in the NW/4 NE/4 of said section 4.

: {(3) That the applicant, Pubco Petroleum Corporation, is the
-owner of a mineral interest in the SE/4 of said Section 33 and the'
"owner of a mineral interest in the NE/4 of said Section 4.

{6) That Dugan Production Corporation is the owner of a
'mineral interest in both of said guarter sections and has the
~right to drill and proposes to drill a well in either the SW/4
. SE/4 of said Section 33 or the ¥W/4 NE/4 of said Section 4,

: (7) That to avoid the drilling of unnecessary wells, to

" protect correlative rights, and to afford the owner of each

" interest in the SE/4 of said Section 33 the opportunity to

' recover or receive without unnecessary expense his just and fair
%share of the gas in the undesignated Pictured Cliffs gas pool,
“all mineral interests, whatever they may be in said poel within
‘the SE/4 of said Section 33 should be pooled, provided a well is
-drilled in said quarter section.

; (8) That to aveid the drilling of unnecessary wells, to
i protect correlative rights, and to afford the owner of each
‘interest in the NE/4 of said Section 4 the opportunity to recover |
-or receive without unnecessary expense his just and fair share of
:the gas in the undesignated Pictured Cliffs gas pool, all mineral !
‘interests, whatever they may be in said pool within the NE/4 of i
‘said Section 4 should be pooled, provided a well ig drilled in
"said quarter section.

: {9) That Dugan Production Company should be designated the |
.operator of the well that is drilled and the unit on which the i
‘well is located. !
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: (10) That any non-consenting working interest owner should
" be afforded the opportunity to pay his share of aestimated well
§:COltl to the operator in lieu of paying his share of reasonable
- well costs out of production.

: (11) That any non-consenting working interest owner that

- does not pay his share of estimated well costs should have with-
. held from production from said well his share of the reasonable !
. well costs cof said well plus an additional 50% thereof as a

i reasonable charge for the risk involved in the drilling of the
" wall.

i (12) That any non-consenting interest owner should be
.. afforded the opportunity to object tc the actual well cousts
“ but that said actual well costs should be adopted as the

! reasonable well costs in the absence of such objection.

1 (13) That following determination of reascnable well costs,
' any non-consenting working interest owner that has paid his share
§;o£ estimated costs should pay to the operator any amount that

' reasonable well costs exceed estimated well costs and should !
. receive from the operator any amount that paid estimated well
- costs exceed reasonable well costs.

o {14) That $100.00 per month should he fixed as a reasonable
. charge for supervision (combined fixed rates) of the welil; that

. the operator should be authorized to withhold from production the
' proportionate share of such supervision charge attributable to

. each non-consenting working interest, and in addition thereto,

. the operator should be authorized to withhold from production
fithe proportionate share of actual expenditures required for

- operating the subject well, not in excess of what are reasonable,
. attributable to each non-consenting working interest.

(15) 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. :

{16) That Order No. R~3921 should be superseded.

IT IS THEREFORE ORDERED:

3 (1) That &ll mineral interests, whatever they may be, in
' the undesignated Pictured Cliffs gas pool underlying the SE/4 of
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Section 33, Township 30 North, Range 14 West, NMMPM, San Juan

- County, New Mexico, are hereby pooled to form a 171.93-acre non-
standard gas proration unit for said pool to be dedicated to a
"well to be drilled to the Pictured Cliffs formation within 25 feet

- of the center of the 8W/4 SE/4 of said Section 33, provided said
" wall is drilled.

_ (2) That 21l mineral interests, whatever they may be, in

" the undesignated Pictured Cliffs gas pool underlying the NE/4 of

- Bection 4, Township 29 North, Range 14 Weat, NMPM, San Juan

. County, Mew Mexico, are hereby pooled to form a 150.30-acra aon-

. standard gas proration unit for said pool to be dedicated to a

" well to be drilled to the Pictured Cliffs formation within 25 feet
iﬁof the center of the FW/4 FE/4 of said Section 4, provided said
~well is drilled.

(3) That Dugan Production Corporation is hereby designated
i the operator of the well that is drilled and the unit on which it
{fis located. '

X (4) That the operator shall furnish the Commission and

. each known working interest owner an itemized schedule of

. estimated well costs within 30 days following the date of this
. order.

: (5) That within 30 days from the date the schedule of

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

“ working interest cwner shall have the right to pay his share of
- estimated well costs to the operator in lieu of paying his share
! of reasonable well costs out of production, and that any such

' owner who pays his share of estimated well costs as provided

- above shall remain liable for operating costs but shall not be

- liable for risk charges.

v (S} That the operator shall furnish the Commission and each
» known working interest owner an itemized schedule of actual well
costs within 30 days following completion of the well; that if

- no objeczion to the actual well costs is received by the Commis-
- sion and the Commisasion bas not objected within 60 days following

i
1
{

. completion of the well, the actual well costs shall be the reason-

. able well costs; provided, however, that if there is an objection
. to actual well costs within said 60-day period, the Commission
;will determine reasonable well costs after public notice and

. hearing.




" has paid his share of estimated coats in advance as provided

- above shall pay to the operator his pro rata share of the amount
: that reasonable well costs exceed estimated well costs and shaii
' receive from the operator his pro rata share of the amount that i
. estimated well costs exceed reasonable well costs. E

;charges withheld from procduction to the parties who advanced
‘the well costs.

charge for supervision (combined fixed rates) of the well; that

' the operator is hereby authorized to withhold from production the
‘proportionate share of such supervision charge attributable to '
‘each non-consenting working interest, and in addition thereto,
.the operator is hereby authorized to withhold from production the
‘proportionate share of actual expenditures required for operating
. the subject well, not in excess of what are reasonable, attributable
{ to each non-consenting working interest.

B
CASE No. 4328
Order No. R-3971

(7) That within 30 days following determination of reason-
able well costs, any non-consenting working interest owner that

(8) That the operator is hereby authorized to withhold the 3

%following costs and charges from production:

(A) The pro rata share of reasonable well cosats |
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 drill-
ing ¢f the well, 50% 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 weil costs is Tuinished o him.

{9) That the operator shall distribute said costs and

(10) That $100.00 per month is hereby fixed as a reasonable

v (11) That any unsevered mineral interest shall be considered
‘a seven-eighths (7/8) working interest and a one-eighth (1/8) roy-
Qalty interest for the purpose of allocating costs and charges
runder the terms of this order.
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(12) 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.

: {13) That all proceeds from production from the subject well
. which are not disbursed for any reason shall be placed in escrow
. in San Juan County, New Mexico, to be paid to the true owner

- thereof upon demand and proof of ownership: that the operator
shall notify the Commisaion of the name and address of said
escrow agsnt within 90 days from the date of this order.

{(14) That Order No. R-392]1 is hereby superaseded.

, {15) That jurisdiction of this cause is retained for the
'entry of such further orders as the Commission nay deem neces-

. 8ary.

; DONE at Santa Fe, XNew Mexico, on the day and year hereinabove
: designated.

STATE OF NEW MEXICO
33Xl CON N COMMISSION




(34
Post OrFicE Box 134 TezLEPHONE: 325-0184 Office

i Code 0 DUGAN PRODUCTION ORP. wsséo Hon

Area Code 505

THOMAS A. DUGAN, President n
.4
709 BioomsirLd Ro. -

TARMINGTON, NEW MEXIC )
UARMINGT NEW MEXICO I3

June 17, 1970 e

‘ st u3%
Pubco Petroleum Corporation ‘

Box 1419
Rlbuquerque, New Mexico

Gentlemen:

As provided in Hew Mextco 011 Conservation Commission Order
fR 3971 gage 4, paragraph 4, enclosed are cost estimates for
the dri {1 ng of two wells on our Cline lease {n San Juan County,

New Mexico.

The cost estimate for the drilling and completion of each well

fs $18,845.00. In addition to the drilling cost §t will be
mcuurf to purchase ona comgressor to ress ges Trowm both
walls, It §s estimated that 1t will cost $22,000.00 to purchase
the compressor, install and connact both welils to £1 Paso Natural

Gas Company's line. :
Sincerely,

Criripal vignadt £ 30 L. iiw

cc: NMOCC - Santa Fe
NMOCC - Aztec




FIE’LD WELL COST ESTIMATE

Lease No Cline ‘Well No 1
Location ¢ SW/4 SE/4 Sec_33 T30 W R__14 W
| Elev: o

Spud Date; Completion Date: ~~~

LOCATION COSTS:

Survey By: Cost: $ 75.00

Road & Loc. Const: by Cost: 500.00

Drlg. Gas Line Cost by Cost: -—-

Water Line Const. by Cost: o

Location Cleanup by Cost! 200.00 .

DRILLING

Drilling Contr, '

Footage 1000 Feet at . $4.50 Tpih Fe Cost: 300.00

Day work W/D.P. Days at Per day Cost: ===

Day work wo D P. Days at Per day Costj - J

TUBULAR GQOODS .

Surface Csg. 100* 7 5/8" @ $3.00/ft, I Cost: 300.00

Intermediace Csg. Cost: ---

Production Csg 1000' 4 1/2" @ $1.40/ft. Cost: 1400.00

Tubing 1000' 1 1/4" @ $0.54/ft. Cost: ' 540.00

WELL HEAD

Manufacture ' Size Cost: 300.00

Aux. Well head equip | Cost: 300.00

CEMENTING

Primary

Surf Csg. Serv}ce by Cost: 250.00
Bulk Cement 250,00

Cost:




Intermediate Csg

Production Csg

Secondarz

Squeeze etc.

Service by

Sheet, #e

Bulk Cement,

Service by

Cost.: § ---
Cost: ===
Costs $605.00

Bulk Cecment

Cost. 450.00

i

Cost:; =77 :

LINER HANGER

Cost: 77~

& Service

Float Ecuipment

Cost: 50'00‘4

Surface
i
Intermediate Cost: ~7° :
Production Cost: 400.00:
WATER |
Drilling Cost:
MUD
Drilling Gas Metering ., .. Cost: ===
1
Gas @ 12¢/MCF Cost:
i
MISC. WELL EQUIP. & SERVICE

Packers, Fishing Equip., etc: i

|
Cost: -

s s e




o

T Al TR

LAAI U B v
e ———

Sheet #3

Cost: 1000.00
TRUCKING
|
|
Cost 500.00
COMPLETICH
Completion Rig
@ Cost 1000.00
Perforating '
‘ Services by
Type ’ Totall holes Cost holes Cost: 600.00
Water | o | ‘.q 2 o ‘ l |
Fracing N ) Cost : 500.00
Frac Equipment & Ser'vice J
Company No. Trucks
! Amt. Sana 10,000 o
: Cost: 4000.00
Rubber Balls :
Company No. @ Cost:
! 125.00
FIFID SUPERVISION 5 days @ $¥¥XER/anay Cost 625.00
Renmarks:
$18,845.00

Total Cost Estimﬁte

T



FIFLD WELL CO&. ISTIMATE
{
Lease No g,l Cline Well No 2 |
Location C HW/4 NE/4 Sec 4 T 29 N 14 W
| Elev: ---

Spud Date: Completion Date: ~°7
LOCATION COSTS: |
Survey By: i Cost: 3 75.00
Road & Loc. Const: hby Cost: 500.00
Drlg. Gas Line Cost by Cost: -es
Water Line Const. by Cost: -==
Location Cleanup by Cost! 200.00
DRILLING
Drilling Contr. | .
Footage 1000 pect at . 34.50  per Ft cost: 4500.00
Day work W/D.P. Days at Per day Cost: ~T
Day work wo D P. Days at Per day Cost: T
TUBULAR GQIDS
Surface Cag. - 100! 7 5/8" @ $3.00/ft. Cost: 300.00
Intermediate Csg. l Cos't: =T
Production Csg  1000' 4 1/2% @ $1.40/7t. Cost:  1400.00
Tubing 1000* 1 174" @ 30.54/ft. Cost:  5%0-00
WELL HEAD
Manufacture ' Size Cost: 300.00
Aux. Well head equip | Cost:  300.00
CEMENTING |
Primary
Surf Csg. ‘Service by cost: 250.00

Bulk Cement Cost: 250.00




Sheet, #2
Intermediate Csg Service by Cost: S ===
Bulk Cement, Cost T
Production Csg  Service by Cost: $605.00
Rulk Cement Cost: 450.00
Secondary
Squeeze etc. ' Cogt: ===
LINER HANGER ‘ Cont: ~==
& Service Cost: 77
Float Equipment .
Surface Cost: 90.00
. Intermediate Cost: ~77
Production Cost: 400.00
WATER l
Drilling Cosk: —~
. B j [
MUD .
| Cost: 900.00
T 11
Drilling Cas Metering Cost ===

Gas @ 12¢/MCF

MISC. WELL EQUIP. & SERVICE

Packers, Fishing Equip., etc:

T

Cost:




Sheet #3

LOGGTHG
|
i
Cost.: $1000.00
TRUCKING
_— 500,00
i
COMPLETIGN
Completion Rig I
000.
@ Cost 1000.00
Perforating
‘ Services by
'Type Total holes Cost holes Cost: 600.00
I
Water
E
Fracing ) Cost 500.00
T
Frac Equipment & Service ! | .
I
Company No. Trucks
‘ Amt. Sand ’10,000
L C?gt:—_ 4000.00
Rubber Balls ) . |
Company | No. @ Cost:
125.00 l
FIEID SUPERVISION 5 days @ $EKXKS /0y Cost : 625.00

Remarks:

Total Cost Estimate

$18,845.00
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Docket. N.'y 9-70
DOCKET: EXAMINER HEARING - WEDNESDAY - MARH 25, 1970

9 A.M. - OIL CONSERVATION COMMISS!ON CONFERENCE ROOM,
STATE LAND OFFiCE BUILDING - SANTA DE, NEW MEXICO

The following cases will be heard before Elvis A, Utw,. Exuminer, or
Daniel S. Nutter, Alternate Examiner:

CASE 4321: Application of Sun 0il Company-DX Divisicn for 320-
acre spacing, Eddy County, New Mexiao., Applicant, in
the above-styled cause, seeks 320-acre spasing for the
Cass Ranch-Morrow Gas Pool, Eddy County, N-»& MceX1404e
Said pool was created prior to June 1, 1964, :ind there-
fore is not automatically eligible for 320-z<re spidlng.
In the absence of evidence to the centrovy, 320-acre
spacing will be established for the pool,

CASE _4324.: ARAprlication cof Pennzoil United, I, fur an uncrthodox

0il well location, Lea County, New Mexi:o, Applicant, in
the above-styled cause, seeks an exa2ption to the special
rules and regulations governing the Lea-Bone Springs Pool
to permit the completion of a w=ll at an uncrthodox location
2310 feet from the South line and 1800 feet from the East
line of Section 35, Township 19 South, Rang« 34 East, Lea
County, New Mexico.

CASE 4325: Application

(o)
£

Hh
2
)
).v

Mcbil C€il Corporation for downhole commingling,
Lea County, New Mexico. Applicant, in the tbove-styled cause,
seeks authority to commingle prodaction from the Vazuum-
Wolfcamp Pool and the Vacuum-Upper Pennsylvanian Pool in the
wellbore.of its Bridges State Well Ne. 119, a triple comple-
tion, located in Unit F of Sectien 24, Township 17 South,
Range 34 East, Lea County, New Mexiao,

CASE 4326: Application of Newmont 0il Company for an uncrthodox cil well
location, Eddy County, New Mexico. Z&Applicant, in the above-
styled cause, seeks an exception tc¢ Rule 104 € T to permit the
recompletion ¢f a well at an unorthodox »i}l well lccation 1325
feet from the South line and 990 fest from the Exast line of
Section 31, Township 17 South, Range 30 East, Loso Hills-
Queen Pool, Eddy County, New Mexico.

CASE 4327: Application of Franklin, Astcon & Fair for an excepticn to
Order No. R-3221, as amended, Eddy County, New Mexico.
Applicant, in the above-stylad cause, s==ks an exasption
to Order No. R-3221, as amended, which srder prohibits ths
disposal of water produced in conjunzticrn with the production
of 0il on the surface of the ground in Lea, Eddy, Chaves,
and Roosevelt Counties, New Mexicc. Szid exi2ption would be
for applicant's leases <cmprising the NE/4 und N/2 SE/4 of
Secticon 1, Township 18 Scuth, Rang= 29 Exs® and th2 E/2, N/2
NW/4, and S/2 SW/4 of Section 6, Township 18 Socuth, Range 30
East, Loco Hills Field, Eddy C:ounty, Now M2xicos, Applicant
seeks authority to disposa of salt watar produsad by wells
lccated or to e located on said lLeases in unlined surface pits.
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- CASE 4328:

\

CASE 4329:

CASE 4319:

Application of Pubco Fotrcleum Jorporstaon Py aompulsory
pooling, San Juan County, Now Mexizo. Applicant in the
above-styled cause. secks an crdar pooling =17 minsral
interests in the undesignated Fictuused Cliffs gas pool under-
lying the SE/4 of Section 233, Townstip 30 North., Range 14
West, San Juan County, New Mexico. &zi1d SE/4 ©o be dedicated
to a well to be drilled in the 5W/4 $B/4 ~f szid Section 33.
Applicant further seeks an order pealing 2)li minersl interests
in said gas pool underlying the NE/4 of Section 4. Township
29 North, Range 14 West, San Juzn Cocunty, New Mexico. Said
NE/4 +0o he dedicated tc a well to ba drillad in the NW/4

NE/4 of said Section 4. Also to be considersed will be thne
costs of drilling said wells, A charge Ior the rigk involved,
a provision for the allocation ¢f actusl coparating costs, and
the establishment of charges for supsrvision oi said wells.

Application of R. D. Collier for =2n =xczpticn to Order No.
R~3221, as amended, Eddy County, New Mexico. Applicant, in

the above-styled cauze, seeks an excepticn to Order No. R-3221,
as amended, which order prchibits the disposal of water produced
in conjunction with the production <f oil on the surface of
ground in Lea, Eddy, Chaves, and Roosevelt Counties, New Mexico,
Said exception would be for applicant’s Sinclair Parke Well

No. 1 located in Unit F, Section 22, Townghip 17 Scuth, Range

30 East, Jackson-Abo Field, Eddy County, New Mexico. Applicant
seeks authority to dispcse of salt water produced by said well
in an unlined surface pit in the vicinity of said well.

(Continued and readvertised from February 25, 1970, Examiner
Hearing and March 4, 1970 Examiner Hemsvying:

Application of Coastal States Gas Produving Company for pool
redelineation, Lea County, New Mexico. Applizant, in the
above-styled cause, seeks th= redelingaticn cof cartzin pool
boundaries to include the d=letiosn of tha W/2 and SE/4 of
Section 21, Towrniship 13 South, Rangz 33 Ea:st, lea County, New
Mexico, from the Lazy J-Pennsylvanian Pocl and the extension
of the North Baum Upper Fennsylvanian Pool! to include said
deleted acreage.

{Continued from the Mar«h 4, 1970, Exsminsr Hearing)
Application of Texaco Inc., for downhole zcmmingling, Lea
County, New Mexicc, Applicant, in ths =zbove-styled cause,
seeks authority te commingle production from the North Vacuum-
Abo Pool and the Vacuum-Wal7izamp Ponl in the w:zllbores of its
New Mexico "Q" State Well No. 4 and 1ts Na2w Mexico "N" State
Well No. 6, triple completionsg lccicad rasps2tively in Unit

P of Section 25. Tovnship »7 8outh, kange 34 Ezst and Unit L
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(Case 4319 continued)

CASE 4322:

CASE 43213-

CASE 4330:

CASE 4331:

CASE 4264:

of Section 30, Township 17 South, Rungeo
County, New Mexico.

va)
ul
o
o}
-
r'—v
18]
»

Application of Texaco ITna., for downhoie zommingling, Lea
County, New Mexico. Applicant, in the zbove-styled ozuse,
seeks authority to commingls pr-duction from the Vacuum-
Wolfcamp and Vacuum-Upper Pennsyivsnian 7Fools 1n the well-
bore of its Shell State Well No. 1, 2 triple completion,
located in Unit J of Secticn 25, Township 17 South, Range
34 East, Lea County, New Mexico,

Aonlicaticn of Tewado Inc.ior 3 waterilocd proj=ot, Lea
County, New Mexico. Applicant, in the zbove-styled cause,
seeks authority to institute a waterflecd projact by the
injection of water into the Grayburg and San Andres forma-
tions through its USA Federal ~C" Well No. 1 located in
Unit P, Section 15, Township 17 South, Range 32 East,

Mal jamar (Grayburg-San Andres) Pocol, Lea County, New Mexico.

Application of Tenneco 0il Company for an unorthcdox location
and dual complcetion, McRinley Ccunty, New Mexico., Applicant,
in the above-styled cause, sezks approval of the dual comple-
tion of its Hospah Well No. 37X to produce cil from the
Hospah~Upper and South Hospah-Lowar Sand 0Oil Pocols at an un-
orthodox location for said pocls 1280 feet from the North

and West lines of Section 12, Township 17 North, Range 9
West, McKinley County, New Mexi«o.

Application of Wynn & Brooks for an unorthodox gas well
locatien, San Juan County, New Mexiec. Applicant, in the
apove-styled cause, seeks approval for the unorthodox loca-
tion of its Federal "E- Well HNo. 3, t¢ be located 790 feet
from the North and West linss of Secticon 13, Township 27
North, Range 8 West, Blanco -Mesaverds a2nd Bazin-Dakota Pools,
San Juan County, New Mexico.

(Continued from the February 4, 1970 Examinar Hearing)

Application of Wynn & Brooks for an unorthodox gas well loca-
tion, San Juan County, New Msxico. Applicant, in the above-
styled cause, seeks approval for the unorthodex location of

‘its Federal "J" Well No. 1, tc be lozated 2390 feet from the

South line and 2410 feet from the East line of Section 11,
Township 27 North, Range 8 West, Blanco-Mesaverde and Basin-~-
Dakota Pools, San Juan County, New Mexico,
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CASE 4301:

{Continued from the February 4,

Docket No. 9-70

1970 Examiner Hearing)

In the matter of the hearing called by the 011 Conservation
Commission on its own motion to permit Robert T. Smith and
all other interested persons to appear and show cause why

the following Robert T.

Smith wells located in Section 32,

Township 20 North, Range 9 West. McKinley County, New Mexico,
should not be plugged and abandcned in accordance with a Com-
mission-approved plugging program:

State
North

State
North

State
North

State
North

State

State

Well No.
line and

“A" Well
line and

Well No.
line and

Well KNo.
line and

Well No.

Well No.

1 located 487
990 feet from

No. 1 located
990 feet from

3 located 330
330 feet from

6 located 220

feet from the
the East line;

400 feet from the
the East line;

feet from the
the West line;

feet from the

1485 feet from the East line;

6-Y located approximately 5
feet West of the above-described Well No. 6:

8 lccated 1155 feet from the

North line and 2475 feet from the East line.
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The following cases will be heard ba2fore Elvis A. Ut¥, Exasminer, or
Daniel S. Nutter, Alternate Examiner:

CASE 4321: Application of Sun 0il Company-DX Divisicn for 320-
acre spacing, Eddy County, New Mexicn,  Appliacant, in
the above-styled cause, seeks 320-acre spacing for the
Cass Ranch-Morrow Gzs Pool, Eddy County, N:o:w MoXiliOe
Said pocl was created prior to June 1, 1964, ind there-
fore is not automatically eligible for 520-2<re spiding.
In the absence of evidence to the entroavy, 320-hcre
spacing will be establishedfcr the pcool,
CASE 4324: Application of Pennzoil United, In:, oW 4 unciihodox
0il well location, Lea County, New Mex1i:2. Applicant, in
the above-styled cause, sseks an exazption to the special
rules and regulations governing the Lea-Bene Springs Pool
to permit the completion of a well at an uncrthodox location
2310 feet from the South line znd 1800 feet from the East
line of Section 35, Township 19 South, Riangs 34 East, Lea
County, New Mexico.

CASE 4325: Application of Mobil 0il Corporation for downhele zommingling,
Lea County, New Mexico. Applicant, in th2 ~bova-styled csuse,
seeks authority to commingle production from ths Vasuum-
Wolfecamp Pool and the Vacuum-Upper Pennsylvanian Pool in the
wellbore..of its Bridges State Well No. 119, a triple comple-
tion, located in Unit F of Secticn 24, Tcwnship 17 South,
Range 34 East, Lea County, New Mexiz-,

CASE 4326: Application of Newmont Oil Company for an uncrthodox il well
location, Eddy County, New Mexico. Appli<:ant, in the above-
styled cause, seeks an exception tc¢ Rule 104 C I te permit the
recompletion of a well at an unorthodox »il well lccation 1325
feet from the South line and 990 fest from the Eust line of
Secticon 31, Township 17 Scuth, Range 30 Eact, Loso Hills-

<i//// Queen Pool, Eddy County, New Mexico,
CASE 4327: Application of Franklin, Astcen & Fair for an eoxcepticn to

Order No, R-3221, as amended, Eddy County, Nuw Mexico,
Applicant, in the above-stylzsd caus:, s=:ks =2n excsption

to Order No. R-3221, as amended, which .uxdar prohibitge the
disposal of water produced in zonjun~ticr with the produstion
of o0il on the surface of the ground in L.ea, Eddy, Chaves,

and Roosevelt Counties, New Mexiwo., S=2id sxuoeption would be
for applicant's leases ccmprising the NE/4 =and N/2 SE/4 of
Secticon 1, Township 18 Scuth, Riang= z9 Ess: aind thz E/2, N/2
NW/4, and S/2 SW/4 of Secticn 6, Towaship 18 Scuith, Range 30
East, Loco Hills Field, Bddy County, Naw Mexioo, Applicant
seeks suthority to dispcsze of @it watar produsad by wells
lccated or to be located on said leazes in unlin=d surface pits=,
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CASE 4328:

CASE 4329:

CASE 4314:

CASE 4319:

Application of Pubco Fetrcleum Carporition oy compulzory
pooling, San Juan County, Now Mexioao, Mpplice=nt. an the
above-styled cause. seeks in crdar pooling =ll minzral
interests in the undesignated Fictur=d <Cliffs gas podl under-
lying the SE/4 of Section 23, Township 30 North, Range 14
West, San Juan County, New Mexico. €:1d 3E/4 to be dedicated
to a well to be drilled in the 3W/4 SE/4 of s=21d Section 33.
Applicant further seeks an order poocling 1l mineral interests
in said gas pool underlying the NE/4 <f Section 4, Township
29 North, Range 14 West, San Juzn Ccunty, New Yexico. Said
NE/4 to be dedicated tc a well to b2 draillad in the NW/4

NE/4 of said section 4. Also to bs ¢ineidered will be the
costs of drilling said wells, A2 oharge for the rigk involved,
a provision feor the allceation of zctuzl cparating costs, and
the establishment of charges for supsrcrvizion of said wells.

Application of R. D. Collier for =an =xcazpticn to Order No.
R-3221, as amended, Eddy County. New Mexiuo., Applicant, in

the above-styled cause, seeks an excepticn to Order No. R-3221,
as amended, which order prohibits the disposal of water produced
in conjunction with the production of ©0il on the surface of
ground in Lea, Eddy, Chaves, and Rcozevelt Counties, New Mexico.
Said exception would be for applicant's Sinclair Parke Well

No. 1 located in Unit F, Section 22. Townghip 17 Scuth, Range

30 East, Jackscn-Abo Field, Eddy County, New Mexico. Applicant
seeks authority to dispcse of szalt water produced by said well
in an unlined surface pit in the vicinity of ezid well,

(Continued and readvertised from repruary £5, 1970, Examiner
Hearing and March 4, 1970 Examiner Hesring:

Application of Coastai States Gas Prcduuing Company for pool
redelineation, Lea County, New Mexi:ro. Applisant, in the
above-styled cause, sesks ths redelincaticn cf cartzin pool
boundaries to include the d=z=leticn of ths W/2 and SE/4 of
Section 21, Towrnship 13 South, Rang=: 3 EZost, Lea County, New
Mexico, from the Lazy J-Fennsylvanian Focl and the extension
of the North Baum Upper Fennsylvanian Pcol to include said
deleted acreage.

(Continued from the Mar~h 4, 1970, Exsminer Hearing)
Application of Texaco Inc., for downholez commingling, Lea
County, New Mexicc. Applicant, in ths =zbove-styled cause,
seeks authority tc commingle producticon from the North YVacuum-
Abo Pocl ancd the Vacuum-Wolizamp Podl in the wzllbores of its
New Mexico "Q" State Weil No. 4 znd 1ts Nzw Maxicoe "N' State
Well No. 6, triple compiaticns iccitad rorpsJtively in Unit

P of Section 25. Tovnship .7 South, kange 34 East and Unit I
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(Case 4319 continued)

CASE 4322:

CASE 4323:

CASE 4330:

CASE 4331:

CASE 4264:

of Section 30, Township 17 Szuth, Runge 35 Eacst, Len
County, New Mexico.

Application of Texaco In¢. for dowrnhole commingling, Lea
County, New Mexico. Applicant, in the above-styled ¢ause,
seeks authcrity to commingi= production from the Vacuum-
Wolfcamp and Vacuum-Upper Pennsyivanian jools in the well-
bore of its Shell State Well No. 1, & tripls completion,
located in Unit J of Secticn 25, Township 17 South, Range
34 East, Lea County, New Mexico.

Application of Tewarn ITnc for a watarfliand nroject, Taa
County, New Mexico. Applicant, in the zbove-styled cause,
seeks authority to institute a3 waterflcod projact by the
injection of water into the Grayburg and san Andres forma-
tions through its USA Federal “C" Well No, 1 located in
Unit P, Section 15, Township 17 South, Range 32 East,

Mal jamar (Grayburg-San Andres) Pcol, Lea County, New Mexico.

Application of Tenneco 0il Company for an unorthcdox location
and dual completion, McKinley Ccocunty, New Mexicc, Applicant,
in the above-styled cause, sesks approvail of the dual comple-
tion of its Hospah Well No. 37X to produce cil! from the
Hospah-Upper and South Hospah-Lowear Sand 0il Pools at an un-
orthodox locaticn for said poois 1280 ifcet from the North
and West lines of Section 12, Township 17 North, Range 9
West, McKinley County, New Mexico.

Applicatieon of Wynn & Brooks for an unorthodex gas well
location, San Juan Countiy, New Mexico, Applicant, in the
above-styled cause, seeks approval for the unorthcdox loca-
tion of its Federal "E- Well No., 3, te be located 790 feet
from the North and West lines of Secticn 13, Township 27
North, Range 8 West, Blanco -Mesaverds =mnd Basin-Dakota Pools,
San Juan County, New Mexico.

{(Continued from the February 4, 1970 Examinear Hearing)

Application of Wynn & Brooks for an unorthodox gas well loca-
tion, San Juan County, New Mexico. Applicant, in the above-
styled cause, seeks approval for the unorthodex location of

-its Federal "J" Well No. 1, tco be lozated 2390 feet from the

South line and 2410 feet from the Ezst line of Section 11,
Township 27 Nerth, Range 8 West, Blanco-Mesaverde and Basin-
Dakota Pools, San Juan County, New Mexico,
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(Continued from the Februvary 4, 1970 Examiner Hearing)

In the matter of the hearing
Commission on its own motion
all other interested persons
the following Robert T.

called by the 01l Conservation
to permit Robert T. Swmith and
to appear and show cause why

Smith wells

located in Section 32,

Township 20 North, Range 9 West, McKinley County, New Mexico,
should not be plugged and abandoned in accordance with a Com-
mission-approved plugging procgram:

State
North

State
North

State
North

State
North

State

Well
line

No.
and

"A" Well

line

Well
line

Well
line

Well

and

No.
and

No.
and

No.

State Well No.

1 located 487
990 feet from

No. 1 located
990 feet from

3 located 330
330 feet from

6 located 220

feett from the
the EBast line;

400 feet from the
the East line;

feet from the
the VWest line;

feet from the

1485 feet from the East line;

6-Y located approximately 5
feetWest of the above-described Well No., 6;

8 located 1155 feet from the
North 1line and 2475 feet from the East line.
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ALLOWABLE: (1) Consideration of the oil allowable for May, 1970;

(2) Consideration of the allowable production of gas for
May, 1970, from fifteen prorated pools in Lea, Eddy,
Chaves and Roosevelt Counties, New Mexico., Consideration
of the allowable production of gas from nine prorated
pools in San Juan, Rio Arriba and Sandoval Counties,
New Mexico, for May, 1970.

THE FOLLOWING CASES WILL BE HEARD 2Y THE COMMISSION OR BY

A, L. PCRTER, Jr., EXAMINER OR DANIEL S. NUTTER, ALTERNATE
EXAMINER:

CASE 4332: In the matter of the hearing called by the 0il Conservation
Commission upon its own motion to consider the inclusion of
the NW/4 of Section 10, Township 9 South, Range 36 East, Lea
County, New Mexico, in the Allison-Pennsylvanian Pool or the
Vada-Pennsylvanian Pcol, whichever is proper, ‘

CASE 4333: Application of Phillips Petroleum Company for a dual completion
and salt water disposal, Chaves County, New Mexico, Applicant,
in the above-st:/led cause, seeks authority to dually complete
its Marley "A" Well No. 1, a wildcat well, located in Unit P
of Secticn 3, Towuzhipz 11 South, Range 31 East, Chaves County,
New Mexico, in such a manner as to permit the production of o0il
from the San Andres formation through perforations from 4148
feet to 4165 feev and the disposal of produced salt water inte
the San Andres formation flirongh the perforated interval from
4344 feet to 4800 feet.

CASE 4084: (Reopened)

In the matter of Case No. 4084 being reopeneda pursuant to the
provisions of Order No. R-3732, which order established l60-acre
spacing units and an 80-acre proportional factor of 4.77 for the
Feather-Wolfcamp Pool, Lea County, New Mexico. All interested
parties may appear and show cause why the said poal should not
be developed on less than 160-acre spacing units and to show
cause why the 80-acre proporticnal fastor of 4,77 should or
should not be retained.




Regular Hearing - April 5. 1470 Do sket No.o 10-70

-2~

CASE 4334;

CASE 4335:

CASE 4336:

CASE_3859:

Application of kan Ameriisn Pairoleum Corporstion for an
uncrthodox gas well lo:stion, San Juan County, New Mexico,
Applicant, in the above-styled cnuse, seeks authority to
recomplaete 1ts Stzie Gas Com  "BG" Well Noo 1 abt an un-
orthcdox location 1450 feot. from the North line and 1490 feet
from the West line of Section 2, Township 29 North, Range 10
West, Blanco-Mecaverde Pocl. San Jusn County, New Mexiao,
the N/2 of s=21d section tn be dedicated to the well,

Application of Gulf 01l Corporztion for & watsrflcod project,
Lea County, New Mexico., Applicant, 1n the szbove-styled cause,
seeks authority to institute a waterflcod project in the
Vacuum {(Grayburg-San Andres) Pocl by the injecttion of water
into the San Andres formation through its Lea "FE" State Wells
Nog. 2 and 4, lczated in Units € and E, respectively, of
Section 11, Township 17 South, Range 324 East, Lea County, MNew
Mexico,

Apolication of Byron McKinignt for an exception to Order No.
R-3221, as amended, Lea County, New Mexice. Applicant, in

the above-styled cause, seeks an exception to Order No. R-3221
as amended, which order prohibits the disposal of water
produced in conjunction with the production of cil ¢r gas on
the surface of the ground in Lea, Eddy, Chaves, and Roosevelt
Counties., Said exception wculd be for applizant’s lense
comprising all of Section 1%, W/2 Section 20, NW/4 Saction 29,
and NW/4 Section 30, Township 19 Scuth, Range 34 East, un-
designated Yates-Seven Rivers gas pool, Lea County, New Mexico.
Applicant seeks authority to dispose of salt water produced by
wells on said leases 1n unlined suxfane pits on the lesases,

(Continued from the Octobzr 15, 1969, Regular Hearing)

Application of Wilson 0il Company for =n exXception to Order No.
R-3221, as amended, Lea County, New Mexi:o., Applicant, in the
above-styled cause, seeks 2n exception to Commission Order No.
R-3221, as amend=d, which crder prohibits the disposal of wster
producad in conjuniticn with the production of oil on the sur-
face of the ground in iLea, Eddy, Chaves and Roosevelt {ounties,
New Mexico, after January 1, 1969. Said exueption would be for
applicant's lemses in Ssctions 13, 23,and 24 of Township 21
South, Range 24 East, and Sections 7 snd 18 of Township 21
South, Range 35 Ezst, Wilscn Yates-Seven Rivers Pool, Lea
County, New Mexice., Applicant, seeks sutheorvity to continue to
dispose of prcduced water in seven unlined surfacs pits locatew
in thez center of the W/2 of caid Szutisnn 13, ‘anter of the W/2
SE/4 of said Section 13, 8W/4 NE/4 of =3id S=2stien 23, center
of SW/4 «f =s2id Section 24, center of the NE/4 of said Section
7, NE/4 SW/4 of s3id Ssction 7, KNW/4 NW/4 of s2id Szction 18.
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CASE 4337:

CASE 4338:

CASE 4339:

(Case 3859 continued)

In the alternative, applicant sceks an extension of time
in which to comply with the provisions of said onder.

Application of Petroleum Corporation of Texas for an
excepticn to Order No. R-3221, as amended, Eddy County,

New Mexico. fpptlicant, in the above-styled cause, seeks

an exception to Order No. R-3221, as amended, which order
prohibits the disposal of water produced in conjunction with
the production of 01l on the suvrface of the ground in Lea,
Eddy, Chaves, and Roosevelt Counties. New Mexico. Said
exception would be for applicant's Dexter Hanagan Graridge
Federal Well No. 1 located in Unit J, Section 22, Township
17 South, Range 30 East, Jackson-Abo Pool, Eddy County,

New Mexico. Applicant seeks authority to dispose of salt
water produced by said well in an unlined surface pit in the
vicinity of said well,

Application of Skelly 0il Ccmpany for a waterflood project,
Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks authority to institute a waterflood project on its Lea
"D" Lease by selective injection of water into various zones of
the Grayburg-Jackson Pool through three wells located in Units
B, H, and J of Section 26, Township 17 South, Range 31 East,
Eddy County, New Mexico., Applicant further seeks a procedure
whereby said project may be expanded administratively without

a showing of well response.

Southeastern nomenclature case calling for an order for the
creation of certain new pools and the assignment of oil dis-
covery allowables and the contraction and extension of certain
other pocls in Lea, Chaves and Eddy Counties, New Mexico.

a) Create a new pool in Chaves Ccunty, New Mexico, classified
s an oil pool for San Andres production and designated as the
ower-San Andres Pool comprising the following:

b~

TOWNSHIP 11 SOUTH, RANGE 31 EAST, NMPM
SECTION 3: SE/4
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(Case 4339 continued)

Further. for the assignment of approximately 20,740 barrels
of oil discovery allowable to the discovery well Phillips
Petroleum Company's Marley "A" Well No. 1, located in Unit P
of said Section 3

(b) Create a new pool in Lea County, New Mexico, classified as
an oil pool for Pennsylvanian production and designated as the
Tres Papalotes-Pennsylvanian Pool . comprising the following:

TOWNSHIP 14 SOUTH RANGE 234 EAST MMPM
SECTION 33: NE/4

Further, for the assignment of approximately 52,340 barrels
of o0il discovery allowable to the discovery well Lone Star
Producing Company s New Mexico (80) State Well No. 1 located
in Unit B of said Section 33.

(c} Create a new pool in Eddy County, New Mexico, classified
as an oil pool for Cherry Canyon production and designated as
the Sand Dunes-Cherry Canyon Pool. The discovery well is
Texas American 0il Corporation's Todd 26 Federal Well No. 2
located in Unit G of Section 26, Township 23 South, Range 31
East, NMPM. Said pool would comprise:

TOWNSHIP 23 SOUTH, RANGE 31 EAST, NMFM
SECTION 26: SW/4 NE/4

(d) Create a new po«’ in Les T >nty, New Mexico, classifed as
an oil pool for Devaonian production and designated as the
Warren-Devonian Pool. The discovery well is Continental 0Oil
Company's SEMU Burger B No. 58 located in Unit C of Section
29, Township 20 South, Range 38 East, NMPM. Said pool would
comprise:

TOWNSHIP 20 SOUTH. RANGE 38 EAST, NMPM
SECTION 29: NW/4

(e} Extend the Buffalo Valley-Pennsylvanian Gas Pool in Chdves
County, New Mexico.to include therein:

TCWNSHIP 14 SOUTH, RANGE 27 EAST, NMPM
SECTION 26: S/2
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i7r Extoend the East Cnpro:k-Dovonian Poel i1n Lea County,
N w Maxine, to include thereins

TOWNSHIF 12 SOUTH, RANGE 32 EAST, NMPM
SECTICN 23: NE/4

‘g  Extend the E:gle Creck-San Andres Pool in Eddy County,
N:w Maxic:0, to 1nzlude tharein:

TOWNSHIE 17 SOUTH, RANGE 25 EAST, NMPM
SECTION 23: Nw/4 NW/4

‘hy Extend th= South Eunica-San Ardres Pool in Lea
County, New M2Xi.o, to in=ulude therein:

TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMEM
SECTION ll: NE/4

{1y Extend the Maljamar Ggayburg-S$an Andres Pool in
Len Countly, New MexXico, te intlude therein:

TOWNSHIP 17 SOCUTH, RANGE 33 EAST, NMPM
SECTION 9: NE/4
SECTION 10: NW/4

3} Extend the Quail Ridge-Morrow Gas Fool in Lea
County, New Mexico, tn includ-r thecvein:

TOWNSHIF 19 SOUTH, RANGE 34 EAST, NMEM
SECTICGN 20: ALl
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(k) Extend the Round Tark-Qu:=-n Focl in ¢haves County,
New Mexico, to include therein:

TOWNSHIP 15 SOUTH, RANGE 29 EAST, NMPFM
SECTION 30: W/2 NW/4 and NW/4 SW/4

(1) Extend the Shugart Pcol in Eddy County, New Mexico,
to include therein:

TOWNSHIP 18 SOUTH, RANGE 30 EAST, NMEM
SECTION 25: W/2 NW/4

(m) Contract the Bough Permo- Pennsylvanizn Pool in Lea
County, New Mexico, by ths de=letion of the fcllowing
described area:

TOWNSHIP 9 SOUTH, RANGE 35 EAST. NMPM
SECTION 14: S/2

(n) Extend the Vada-Pennsylvanian Pool in Lea County, New -

Mexico, to include therein: .

TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMEM
SECTION 13: §/2

TOWNSHIF 9 SOUTH, RANGE 34 EAST, NMFM
SECTION 18: S/2

TOWNSHIP 9 SOUTH, RANGE 35 EAST, NMEM
SECTION 10: SE/4
SECTION 1l4: S/2
SECTION 15: NE/4
SECTION 23: NW/4
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MONTGOMERY, FEDERICI, ANDREWS, HANNAHS™E MORRIS

4.0 . SETH 1883-1963) ATTORNEYS AND COUNSELORS AT LAW oy

350 EAST PALACE AVENUE
A. K. MONTGOMERY . (24
WM FEDERICH Santa Fe Neow MeExico B7504 < FOST OFFICE BOX 2307
FRANK ANDREWS R ~ , o ARFA CODE 505
FRED C HANNAHS Bebr’ua r‘y aoo‘ 19 rO ~— TELEPHONE 282-3876
RICHARD S. MORRIS o~

SUMNER G BUELL
SETH O MONTGOMERY

FRANK ANDREWS I

New Mexico 0il Conservation
Commisslon

P,O. Box 2088 e
Santa Fe, New Mexico 87501 C. oo 7{3‘¢2J
Gentlemen:

Enclosed for filing are the original and two copiles
of an Application for compulsory pooling on behalf
of Pubco Petroleum Corporation.

This application is related to Order No. R-3921,
which was entered in Case No. 4238 on February 18,
1970.

We would appreciate this application being set for
hearing as soon as possible.

Very truly yours,

RSM:F

Encls.

ce: Mr. Charles E. Ramsey, Jr.
Manager, Engineering & Evaluation
Pubco pPetroleum Corporation
P.0. Box 869 .
Albuguerque, New Mexico 87103 \(’ §\

Ay V

Kellahin & Fox
Attorneys at Ilaw

!

P.0. Box 1769 .J
Santa Fe, New Mexico 87501 F
.\
&P %ocna MAILED
1 /' /:}\/ /-" ‘)

Date —<—i—<
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BEFORE THE CIL CONSERVATION COMMISSION
OF THE
STATE OF NEW MEXICO

M 2 pgyg

" APPLICATION OF PUBCO PETROLEUM )
" CORPORATION FOR COMPULSORY LTS
- POOLING IN AN UNDESIGNATED Case No._ % gy
~ PICTURED CLIFFS GAS POOL, SAN

~ JUAN COUNTY, NEW MEXICO. ~—

e e e

APFLICATION

Comes nov Pubco Petroleum Corporation and applies to the

' New Mexico 0il Conservation Commission for compulscry pooling

- of all mineral interests in the SEL of Section 33, Township 30

! North, Range 14 West, and in the NEL of Section 4, Township 29

North, Range 14 UWest, San Juan County, HNew Mexico, and in support

of 1ts application states:

1. By Grder No. R-3921 entered in Case qu:4298?bn

NS /

February 18, 1970, the Commlssion established a nonstandard unit
consisting of the NWl SELX and the S SELl of said Section 33,

and the NWi NEL of Section 4, Township 29 North, Range 14 West,

' San Juan County, New Mexico, comprising 171.15 acres, Under the

said Order, Dugan Production Company is authorized to dedicace
the said nonstandard unit to a well drilled either in the SWi
SEL cof said Section 33 or in the NW{ NEi of sald Section 4.
Establishment of the said nonstandard unit by the said Order

1s subject to the right of Pubco Petroleum Corporation to bring

this case before the Commission for the compulsory pooling of

g 2ll mineral interests in the SE% of said Section 33 or in the

NEL of said Section 4, or in both of said gquarter sections.

2. In the event Dugan Production Corporation elects to

; drill a Pictured Cliffs Well in the SW{ SEX of said Section 33,

. Pubco Petroleum Corporation seeks an order pooling all mineral

interests in the SEf of said Section 33. Pubco Petroleum Cor-

i poration is the owner and operator of the NEL SEl of said Section

33, and compulsory pooling of the entire SEX of said Section 33




ﬁ 1s necessary to protect the correlative rights of all mineral

: interests thereln, including the rights of the United States of

; America, which is the royality owner under the said acreage owned

f and operated by Pubco Petroleum Corporation.

3. In the event Dugan Production Corporation elects to
drill a Pictured Cliffs Well in the NWL NEL of said Section 4,
Pubco Petroleum Corporation seeks an order pooling all mineral

interests in the NEL of said Section 4. Pubco Petroleum Cor-

! poration is the owner and operator of the NE} NEL and the S3

NE% of said Section 4, and compulsory pooling of the entire

NE+ of said Section 4 is necessary to protect the correlative

- rights of all mineral interests therein, including the rights

of the United States of America, which is the royalty owner
under the said acreage owned and operated by Pubco Petroleum
Corpeoration.

WHEREFORE, Pubco Petroleum Corporation requests that this
application be set for hearing before the Commission or one of
its examiners, and that the Commission enter its order in

accordance with this application.

MONTGOMERY, FEDERICI, ANDREWS, HANNAHS
& MORRLS / /
VA / e

By [y O L ST

P.0. Box 2307 7

Santa Fe, New Mé&xico 87501
Attorneys for Pubco Petrcleum
Corporation,.
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CASE No. _4328

,

e e
APPLTCATION OF PUBCO PETROLEUM CORPORATION - -t
FOR COMPULSORY POOLING, SAN JUAN COUNTY, -
NEW MEXICO. . f.

ORDER OF THE CCMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on __March 25 19670,
at Santa Fe, New Mexico, before Examiner Elvis A. Utz

NOW, on this _day of - , 19470, the Commission, a
guorum being present, having considered the testimony, the reccrd,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:
(1) That due public notice having been given as required by

law, the Commission has jurisdiction of this cause and the subiject
matter thereof.

(2) That Order No. R-3921, dated February 18, 1970, estab-
lished a 171.15-acre non-standard gas proration unit in an
undesignated Pictured Cliffs gas pool comprising the NW/4 SE/4
and the S/2 SE/4 of Section 33, Township 30 North, Range 14 West,
and the NW/4 NE/4 of Section 4, Township 29 North, Range 14 West,
NMPM, San Juan County, New Mexico, dedicated to a well to be
drilled within 25 feet of the center of either the SW/4 SE/4 of
said Section 33 or the NW/4 NE/4 of said Section 4.

(3) That said Order No. R-3921 further provided that the

establishment of said non-standard proration unit was without

prejudice to the right of either Dugan Production Corporation




aigE No. 4328

or any other owner of mineral interests in either the SE/4 of
 said Section 33 or the NE/4 of said Section 4 to bring a case
" before the Commission for the compulsory pooling of all mineral
iinterests in either of said quarter sections within 30 days from
ithe date of Order No. R-3921.

(4) That in accordance with the provisions of said Order

%No. R-3921 the applicant, Pubco Petroleum Corporation, filed a
?timely application seeking an order pooling all mineral interests
1in the undesignated Pictured Cliffs gas pool underlying the SE/4
iof said Section 33 if a well is drilled to the Pictured Cliffs

iformation in the SW/4 SE/4 of said Section 33 and an order pooling

fall mineral interests in the undesignated Pictured Cliffs gas pool

1

i

%underlying the NE/4 of said Section 4 if a well is drilled to the
iPictured Cliffs formation in the NW/4 NE/4 of said Section 4.

: {5) That the applicant, Pubco Petroleum Corporation, is the
;owner cf a mineral interest in the SE/4 of said Sectior. 33 and the
iowner of a mineral interest in the NE/4 of said Section 4.

i (6) That Dugan Production Corporation is the owner of a

i
i
i

ymineral interest in both of said quarter sections and has the
Eright to drill and proposes to drill a well in either the SW/4
éSE/4 of said Section 33 or the NW/4 NE/4 of said Section 4.

: (7} That to avoid the drilling of unnecessary wells, to
;protect correlative rights, and to afford the owner of each
?interest in the SE/4 of said Section 33 the opportunity to
;recover or receive without unnecessary expense his just and fair

;share of the gas in the undesignated Pictured Cliffs gas pool,

fall mineral interests, whatever they may be in said pool within

- .

the SE/4 ,0f said Section 33 should be pooled)M w witld <

d‘h“““‘ i*udggt&.4LL¢lzdh~.

(8) That to avoid the drilling of unnecessary wells, to

_protect correlative rights, and to afford the owner of each

o | % ) ——

i

¥
H
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interest in the NE/4 of said Section 4 the opportunity to recover
‘or receive without unnecessary expense his just and fair share of
© the gas in the undesignated Pictured Cliffs gas pool, all mineral !

“ interests, whatever they may be in said pool within the NE/4 of

. - (]

- said Section 4 should be pooled,M A contll oo W,ﬂo
Mo Germdio veeloar . :
E (S) That Dugan Production Company should be de51gnated the

. operator of the subjees-welle,and-unite. et Bu Cnntl M
: A

(10) That any non-ccnsenting working interest owner should
g > g

. be afforded the opportunity . -as—eoxeae’smeds: to pay his share

. of sstimated well costs to the operator in lieu of paying his

. share of reasonable well costs out of production. ,
3]
n ?

X (11) That any non-consenting working interest owrer that does |

l
\
7
i 1

not pay his share of estimated well costs fer—the-weti—irrire

| G : ; ; should have withnheld |

lfrom production from said well his share of the reasonable well j
%osts of said well plus an additional 50% thereof as a reasonable
I

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

- l
() That any non—coﬁhq&?ing working intereéﬁ\::ner that does

e of the reasonable‘zwell

gcosts of said well\ plus an additional 50% thereof as a reaséhhgge

?charge for the risk iMswolved in the drilling*of the well.

/z-fﬁﬂt— That any non- consentlng interest owner should be

42

afforded the opportunlty,—ae—ta”aach"wal&, to object to the
1

ﬁactual well costs but that said actual well costs should be

iadopted as the reasonable well costs in the absence of such
robjection.
13 &%) That following determination of reasonable well costs,

sE~+e-eack-weld, any non-consenting working interest owner that
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‘nas paid his share of estimated costs should pay, as to-each well,
;Ato the operator any amount that reasonable well costs exceed
?%estimated well costs and should receive from the operator any
;famount that paid estimated well costs exceed reasonable well
; . . 5

costs. (‘WJ ﬁjl ﬁ‘«k(.) i
: !
K e Y Ad g
i {kf]ae-)' That ¢@&S+86~p montk should be fixed as a reasonable
ol 3 |

= .. AT A phngt
.. charge for superv1szon‘r ¢ yT--tiie sunoct—wrellas t+hat the

.. operator should be authorized to withhold from production the
I

|
i
!
i !
! proportionate share of such supervision charxge attributable to |
i i
iieach non-consenting working interest, and in addition thereto, %
3 |
f;the operator should be authorized to witkhola from production %
i i

}ithe proportionate share of actual expenditures required for

'ioperating the subject welly, not in excess of what are reasonable,

s
}
i
H
H

[
i
;;
i
b
i

'attributable to each non-consenting working interest.

% (9§>ktﬁ+ That all prcceeds from production from the subject wells

i

{!which are not disbursed for any reason should be placed in escrow %
I

EEto be paid to the irue owncr thoreof upon demand and proof of

- ownership.

lej Ot 3o IX. 3 T2/ Ahoin.nind Lo idicer i,

IT IS THEREFORE ORDERED:

;

(L) That all mineral interests, whatever they may be, in

%the undesignated Pictured Cliffs gas pool underlying the SE/4 of

iSection 33, Township 30 North, Range 14 West, NMPM, San Juan
H /;@15{3

. 'County, New Mexico, are hereby pooled to form a JLjsefP-acre

gjnon—standard as proration unit for said pool to be dedigated
e E BRI CT ARy e A N

; i
ito a well to be drilled to the Pictured Cliffs formation, i the 3
§§SW/4 SE/4 of said Section 33}M4‘—‘J@M*’ W.

(2) That all mineral interests, whatever they may be, in

i
i
3
}
i
1
i

‘the undesignated Pictured Cliffs gas pool underlying the NE/4 of %

Section 4, Township 29 North, Range 14 West, NMPM, San Juan Countyj
%



. =5-

'CASE No. 4328

'New Mexico, are hereby pooled to form a /”-_@_—acre non-standard

' gas proratlon unit for said pool to be dedicated to a well to be

v el RSl p Ol Ca e

’[‘drilled‘to the Pictured Cliffs formationgik—dwe NW/4 NE/4 of said

Section 4 M 4««4 “uu.‘ow

£

il
"

i
i

J
t
|
t
i
I
(

At ll o dnello S
the operator of the,.subaeet—ualls..and»a&a.-te.. A »&'to.«?"d'

!
; {4) That thc cporatcer chall furnish the Commission and

each known working interest owner if-the—88/4-0f-eaxtd-Sectiomr 33

an itemized schedule of esgstimated well costs ,—as-t6—-Ehe—well-—¢eo

‘b 3 iR -smitd—Section~33» within 30 days

|
¥

gieach kno working interest oNner in the NE/4 of sai] Section 4

,follow1ng the date of this order.
;1 ( That the operatox shall furnish the Cofxrission and
i

an itamized \schedule of estimated well costs, as to th\\well

\
to be drllled\\the NW/4 NE/4 of sawection 4, wit’nin% days

followxng the date¥Yof this order.

-~
;g (6) That within 30 days from the date the scheduleg of

§est1mated well costs

furnished to him,

g l

|

tany non-consenting working interest owner shall have the right

;to pay his share of estimated well costs.-as-tootek~well, to

i

‘Ethe operator in lieu of paying his share of reasonable well

ifcosts,..—-ae—t-e—eaeh—we.u., out of production, and that any such

i

ii B . .
{'owner who pays his share of estimated well costs as provided
i

?above shall remain liable for operating costs but shall not be

f%liable for risk charges.

N
Ha

(b}) That the operator shall furnish the Commissicn and each

‘known working interest owner ib—thre—subjeet—untés an itemized

J’_schedule of actual well costs as4e—e®weirwotl within 30 days

.actual well costs is received by the Commission and the Commission

‘following completion of @aeh well; that if no objection to the

b
!
|

(3) That Dugan Productign Corporatlon 15 hereb y desu;natedd
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- has not objected within 60 days fcllowing completion of eaesh well,

i
; |
- the actual well costs shall be the reasonable well costs:; provided,

. costs after public notice ard hearing.

‘ advance as provided above shall pay to the operator his pro rata

! share of the amount that reasonable well costs exceed estimated

iwell costs.

-6- !
i
|
however, that if there is an objection to actual well costs within

said 60-day period, the Commission will determine reasonable well

(ﬁs That within 30 days following determination of reason-

R ) e A ! & 3 i i
able well COSLS, w5 To Tatili woimr oy Ron-concenting working

interest owner that has paid his share of estimated costs in

well costs and shall receive from the operator his pro rata

share of the amount that estimated well costs exceed reasonable

(éﬁ That the operator is hereby authorized,—ae—-to—ecaeclh
well?, to withhold the following costs and charges from produc-
tion:

(A) The pro rata share of reascnable 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 drill-
ing of the well, 50% of the pro rata share
of reasonable well costs attributable to each i
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.
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ot
(10) That the operator chall distribute said costs and

;'charges withheld from production to the parties who advanced :

the well costs.

: /0o ‘
li (1)) That .00 per mopth jis here fixed as a reas zable é
¢ rwtosocel £2:£ felce 1 gi y |
. charge for supervisionsf ) ; that the '

A

%%operator is hereby authorized to withhold from production the

%;proportionate share of such supervision charge attribatable to i
%ieach non-consenting working interest, and in addition thereto, the |
§§operator is hereby authorized to withhold from production the

!

5:proportionate share of actual expenditures required for operating

1
i
H

i the subject wells, not in excess of what are reasonable, attributable

(li) That any unsevered mineral interest shall be considered

a seven-eighths (7/8) working interest and a one-eighth (1/8) roy-

under the terms of this order.

i (li{ Thai any well costs or charges which are to be paid out
f%of production shall be withheld only from the working interests’
share ©f production, and no costs or charges shall be withheld

:from production attributable to royalty interests.

§§ (kg) That all proceeds from production from the subject wellsg
: |
H

iwhich are not dishursed for any reascon shall be placed in escrow

i
5 !
%in San Juan County, New Mexico, to be paid to the true owner there?f
ﬁupon demand and proof of ownership; that the operator shall notifyi
: |

i

1l

' the Commission of the name and address of said escrow agent within |
y - i
|
!

?90 days; from the date of this order
X V5 2lt

o . =3 P27 o7 Lual, uefcnotid.
Ei ( That jurisdiction of this cause is retained for the

i

j

}

!

“entry of such further orders as the Commission may deem necessary. |
: :
i

|

i DONE at Santa FPe, New Mexico, on the day and year hereinabove |
“designated.



CASE 4329: Application of R. M.
COLLIER FOR AN EXCEPTION TO
ORDER NO. R-3221, AS AMENDED.




