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BEFORE THE
NEW MEXICO O1L CONSERVATION COMMISSION
STATE LAND OFFICE
SANTA FE, NEW MEXICO
wednesday, september 27, 1972 at 11:30 A.M.

EXAMINER HEARING

-

IN THE MATTER OF:

)

)

Application of Tesoro petroleunm )
corporation for compulsory pocling )
and an unor thodox location, Eddy )
county, New MexicO.. )
_ )

10
BEFORE: ELVIS A. uTZ, Examiner
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call case 4833 .

e

MR. UTZ:
MR . HATCH: case 4833, Application of Tesoro
n for compu 1soryY poolind an

Bddy county, New Mexico.
Tom gellahin of Kell

MR . KELLAHIN:
a I have

plicant TesOoro corporation an

orn.
MY . william rR. Larsen was calle

(Whereupon,

d sworn.)

en first duly sworn accordin

jed as follows:
INATION

DIRECT EXAM

MR. TOM KELLAHIN:
Mr . Larsen, will you please state YO
It is william R- Larsen.
1 reside at 2103 ward, Midland,
Have YOU previously testified pefoxre this CO

No, sit, i haven't.
ror the pur poses of this hearindg, will you
ucational background and Y

priefly your ed

experience?
degree from t

d an unorthodox

ahin and FOX

ur name and ©

please state

our employment

he P

one

a to the

nhis oath,

mmission?

.uqustine colleg
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in Rock island, fllinois. That is in geology- 1 have 2

2 master of science degree grom the Iowa state university

3 in geolcgy- 1 worked for the Chevron 0il Company for 16
4 years and I am currently 2 consulting geologist.

$1 Q How are you employed by TesOro petroleum Corporation with
6 regard to this application?

7| A 1 am acting as their representative in this particular

8 case.

9! Q gave you exanined and are You familiar with the facts of
10 this application?

1 A Yes, Sir. 1 am.

12 Q what axper ience do you have with production in Eddy

13 county, New Mexico?

14 A 1 have been 1ocking at production in Eddy county f£or some
15 years while I worked for chevron 0il company and since

16 that time T have bheen going ? good pit of work in there
17 as a consultant.

18 MR . KELLAHIN: MY - Exarcinel, are the witness's

19 qualifications as an expert scceptable?

20 MR . EXAMINER: Yes, S1I, they are.

21 Q {(By Mr. Kellahin) Mr . Larsen, will you state just priefl
22 what your applicant is seeking py this application?

23| B ves, Sir. The applicant is seeking an unorthodox well

24 location 660 feet from the south line and 1160 to 1200

25 fecet from the ecast line of section 28, rownship 20 south,
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Range 24 East, Eddy County, New Mexico.

MR. EXAMINER: What was your second footage location?
THE WITNESS: 660 from the South line apg 1160 to

1200 feet from the east line,

MR, EXAMINER: 1160 to 1200?

THE WITNESS : Yes, sir,
MR, EXAMINER: po You want a 4g foot tolerance?

THE WITNESS.: I believe 120p probably woulg be

Qcceptable.

Q (By Mr. Kellahin) 1 addition to the unorthodox location,

barticular tract, 320 acre tract in GJuestion.

Q Do you have any exhibitg Prepared inp Support of your
testimony?
A T have the structure TMap and I have a one-4,000 scale lang

the east 1inpe ©f Section 28, Township 20 South, Range 2¢

East, Eddy County, New Mexico,
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we feel are there.

What is the area that will compose the proration unit?
The area that will compose the proration unit is the East
Half of Section 28 comprising 320 acres.

Let's refer to what has been marked as Applicant's
Exhibit 2. State briefly what information it contains.
Exhibit 2 is a structure map on top of the Pennsylvanian.
It is a one to four thousand base. It indicates the
structure in the Springs field and the configuration of
the structure as interpreted by me over the proposed well
site.

I would like for you to discuss your proposed unorthodox
location. Where would your orthodox location bz in this
unit?

The orthodox location in this unit would be in the Northea
Quarter of Section 28.

It wourld be six sixty and nineteen eighty?

Probably about siu sixty and eighteen eighty, yes, out of
the north and east of Section 28.

what are your reasons for seeking the unorthodox location?
We have reason to believe that a well at this particular
location would be too far off structure or possibly so fary

off structure that it would be a dry hole. We feel that

the location at the orthodox location would be too far

down depth to recover all of the potential reserves that

L

st
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1| Q Are there any other wells in the immediate area, Mr.
F
: - 2 Larsen?
- 5» 3' A No, sir. There are no producing wells in the immediate
4 area of the location.
- s| O At your proposed unorthodox locaticn, what is your opinion
: ;; 6 with regard to its ability to efficiently and economically]
L
. = 7 drain the designated acreage?
i . E
i (X ] g| A We feel that the unorthodox location that we have proposed
EE 9 is in a position to drain all of the hydrocarbons that
-
-] 10 can be produced from the conservating limestone and
@
E% 1 dolomite section all through the eastern half of Section
2
c - 28.
s =
K- 93 Q Your proposed well, if I understand correctly. is adjacent
x ®
3 LXK+ ]
] 1Y 14 to the Springs Upper Pennsylvanian gas pool?
; vy
€% 15 A That is correct.
22
o .
]
Eg 16 Q What is your proposed depth for this well?
(20 ¢
oM
;? 17 A Our proposed depth is 8500 feet. However, this will take
o8
; 2
if 18 us well into the Pennsylvanian section. I do not antici-
pa!
»
§a i9 pate that we would have to drill that deep for production.
S
)
g 20 Q What affect, if any, will this have on the correlative
2 <
x (]
o 21 rights of other owners in the area?
. Z
00
< | A The correlative rights of other owners in Section 28 and
154
0+
Jn
2 23 adjacent sections around it will be protected because the
2 o
Iz
2 24 marticipants in the unit also are participants in the
25 sections that surround us.

Lb______________3------------------IIIIII-IIII-llll-l-.-.-.-.-..-.................-.....
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; } 1! © what kind of land is this? Is it State or Federal?
- 2{ A This is Federal acreage,
:T 3] Q Are there any leaseowners or other individuals, let's
] assume, in Section 33 that are not participating in the
5 proration unit in Section 28?
_; 6f A No, sir. To my knowledge all of the present leaseowners
2
&= 7 in Section 33 are also participating in the 320 acre unit
v
Q
é ] that we are proposing.
od 9| @ Does Tesoroc anticipate any further development in this
—
K- ) 10 area?
=14
i 1 A Yes, sir. If we are able to establish production at this
% a particular location, we will develop the alternate 320
) - -
i 0% acre tract to the west.
| ® i
32 4] Q Let's turn now, Mr. Larsen, to the compulsory pooling part]
LN
zZz
P 15 of the application. 1In the application itself it mentioned
o 4
a .
1]
§3 16 three interest owners that have not, at the time of the
Ss
§§ 17 application, joined you voluntarily in the pooling.
.8
- J
EE 18 They were Amocs, Yates Petroleum and Mr. and Mrs. Carl
Iz
]
gd 19 Foster. What is the status now of your compulsory pooling
¥
8¢ 20 application?
-0
35 21 A The status of compulsory pooling at this point is that
oo
EE 22 we are not absolutely sure that the Yates brothers or the
o v
a»n
;f;‘ 23 Fosters will join., We have verbal agreement from Amoco
iz
s 24 that they will join.
25 Q T assume you are proceeding along the lines of still havirg
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them join you voluntarily?
yes, Sire Wwe have been agtempting to contact the Yates
prothers. we hoped tO have cbnfirmation of their
agreement prior ro this meetind put they were not avalil-
able and we could not get that confirmation.

in the event you are anable O optain goluntary agreement
petween these interestholders, is it your jptention then
ro force pool and have the commission provide a provision
for which you can recover youxr costs out of production?
yes, sir. That js our intention.

you have alsoO acked for a risk gactor tO e determined
py the Commission. Do you have any restimony you would
1ike €O present upon & possible percentage risk gactox?
The risk factoxr involved jn this prospect is basically
one of structure- The prOSpect was developed principally
on & seiemic line which xuns up the western side of
gection 28 in @ north—south direction. Tt indicates yoll
off tO the noxth. This i8S a1l of the information that we
have 1in Lerms of scructure on which we are pasing this
prospect. The possibility of not £inding porosity
develOpment is another critical factor in the prospect.
We are dealing principally here with @ postdiaqenetic
porosity develOpment which occurred sometine during jower

Wolfcanp period. £ we 40 not encounter the porosity tha

we are geek ind at this particular 1ocation, we have @ ary

s
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hole.
What is your risk with regard to drilling of non-economicall
well?

Our risk is at least 50 per cent.

Do you have any proposed costs of supervision for the
well?

Wwe have an idea that in this area from our performance in
our areas near here that we can operate for about $130

a month in terms of an operating expense.

In the event of force pooling then it would be your desire
to have the cost of supervision taken out of production
and that to pe allocated among the different owners?

That is correct.

Does Tesoro intend to be the operatoxr?

Yes, sir. They will be the operator.

Do you have anything else you would like to add, Mr.vLarsen?
I might mention an unorthodox location at this point.

To the southwest?

To the south in Section 2 and Section 3 within the Springs
field.

Do you have any knowledge of the wells?

There is obviously--no, sir, I don't. I don't have any
knowledge as to why these locations were picked as they

are, As far as the productivity of both wells, they are

very good wells.
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In your opinion, My . Larsen. will approval of this

application prevent waste and pot impair the correlative
rights of others?

very gefinitely. I feel that the unorthodoX 1ocation that
we are requestinq will very definitely conserve the hydro
carbons in the reservoir. any other location put that
one, 1 a&u sure, would leave hydrocarbons which we could

not produce-

l Q Were Exhibits 1 and 2 prepared bY gou or under your
direction?
A These Were prepared by me.

MR. KELLAHIN: MY . Examiner., 1 move the introduction

of Applicant‘s Exhibits 1 and 2.

dearnley, meier & mMc cormick «
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MR. EXAMINER: without objection Exhibits 1 and 2

will be entered into the record in this case.

16 MR. KELLAHIN: That concludes our direct examination.

CROSS EXAMINATION

CROSS EAASS ===

19| py MR. UTZ:

My . Larsen. do you have o farm-out on the goutheast

Q

gANK BLOG. EASTOA\-IUQUIRQUI. NEW MEXICO 87108

o 4

o < 21 guarter of Section 28?2

[o e}

N

o 2 yes, Sir- We nhave agreements with Humple, culf, City

o r

3 9

4

Gg gervice oD all of the West fHalf of gection 2g8. These are

o SINMS
14

released now tO Tesoro PY farm-out aqreement.

"
A

J_MB. HATCH: 1 am confused on youx owner ship pecause
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you said the West Half.

THE WITNESS: I included the entire West Half of
Section 28. The question was the Southwest Quarter, I believe.

MR. HATCH: I am still confused because T need to
know your application is for the East Half of 28.

THE WITNESS: Yes, sir.

MR. HATCH: 1 need to know what acreage Tesorco has
presently control of in the East Half of Section 28.

THE WITNESS: They have the full 320 acres.

MR. HATCH: Then you don't need a pooling order.

MR. KELLAHIN: We don't have it all. The applicatiow
indicates that Mr. Foster is the owner of the Northwest.

MR, HATCH: 7The only one not controlled by Tesoro?

THE WITNESS: They are not controlled and they would
be involved in the force pooling.

MR, KELLAHIN: 1In the application we may have some
wrong acreage here. IL you will look at Amoco we have indi-
cated Yates and Amoco had a working interest undexrlying the
South Half of the Northeast Quarter and Southeast Quarter of
the Southeast Quarter as well as the Northeast of the Northeast
all in Section 28.

MR. HATCH: That is another thing I was going to get
into.

MR, KELLAHIN: There is an error.

MR, HATCH: On the Southeast of the Southeast is that
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ORI

1 Tesoro's.

« 2 THE WITNESS: We have made a farm-out agreement on
ar 3| that acreage and both Gulf and Pan-American have agreed to

4| join.

L MR, HATCH: Agreed to join and a farm-out are not the
6| same and the reason 1 am asking is because of the'location of

y | your well which if I am reading your application is on that

g| acreage.

9 THE WITNESS: Yes, sir.

10 MR. HATCH: We are considering here a pooling. They
11 | may have agreed to join and may agree to let you drill your

well there, but I am trying to find out who has the right today

dearnley, meier & mc cormick =

3

02 2t the time of the hearing to arill in that Southeast of the
io

:; 14 southeast.

o

z Zz

s 18 THE WITNESS: Tesoro has that right.

2z

€ _

“3 16 MR . EXAMINER: DO you 1ave a farm-out on it?

4

L] g .

3 W THE WITNESS: VYes, Sil.

- J

3«

e 18 MR. HATCH: Then TesoIro has a right to dcill anyplace
o3

59 19 in the Southeast?

e

3 20 THE WITNESS: Yes, sir, we do.

o e

35 21 MR . HATCH: MY next question--1I think I misunderstood
o0

EE 22 | perhaps & minute ago when you were saying that & standard

[» I od

3w

ﬁ% 23 location for & well would be in the Northeast Quarter of

3 o

S —

2 24| Section 28. T think you meant the Northeast of the goutheast

25L or the Northwest of the Southeast.
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THE WITNESS: 1T imagine an unorthodsx location could

MR. EXAMINER: a standard location would be nineteen
eighty from the south, would it not?

THE WITNESS: Yes, sir,

MR. EXAMINER: so You are wanting to move from ninete
eighty from the south to six sixty from the south which is the
extent of your non-standard location?

THE WITNESS: That's cOrrect.

MR. KELLAHIN: Are we correct on the acreage now
with regacds to the compulsory pooling?

MR. HATCH: 1If 1 under stand correctly, Lhe only thing
that Tesoro does not have the right to drilil on is the North-
west of the Northeast Of 28 but I think then you saig perhaps

there was sope other acreage.

[

MR, KELLAHIN: we have got caril Foster and his wife

as owners of the Northwest Quarter of the Northeast Quarter inp

Section 28,

With regards to Yates, what acreage do they have at

the present time?

THE WITNESS: They have this 1.1 per cent of the

working interest underlying the South Half of the Northeast
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Quarter of the Southeast Quarter of the Southeast Quarter and
the Northeast Quarter of the Northeast Quarter all of which are
in Section 28.

MR . KELLAHIN: The application then is correct on
that acreage?

THE WITNESS: Yes.

MR . EXAMINER: Now, the Northeast Quarter of the
Northeast Quarter on this little map here shows Pan-American.
You don't mean the Northwest of the Northeast, do you?

MR. KELLAHIN: Yes, sir. It should be the Northwest
of the Northeast.

MR. EXAMINER: Are there any further questions of
the witness? The witness may be excused.

Statements in the case?

Case will be taken under advisement.

* k% X% % ¥ % ¥ * % * %
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gTATE OF NEW MEXICO )

COUNTY OF BERNALILLO )

I; MARCIA J. HUGHES, court Reporter, do hereby certify

that the apove and foregoing pages are a true and correct
transcript of the proceedinqs nad before the New Mexico oil

7 Conservation Commission on wednesday. September 27, 1972.

[y ) /’,

y »
- s
i ~
L ‘.
oo
v
%
i3
T % 14
wu
z 3
. ¥
iz 18
>
g -
€5
50 16
[ 4
o u
23
<2 17
s B
3 <
©
3t 18
3 €
HU
Y
v
832 19
Ia
AL
o X
x e
o J
o « 21
-
00
s %
.
R L
o
iom
m— -
w = 23
3 o
s -
P - ”
3 24 ( .
o~ .




GOVERNOR

BRUCE KING
OI1L CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO ”:\“L‘;_:;";":';:?;g“
- P. 0. BOX 2088 - SANTA FE ME;QBER
87501
STATE GEOLOGIST

A.L.PORTER, JR.

October 10, 1972 SECRETARY - DIRECTOR

Re: Case No. 4833
Mx. Tom Kellahin
Kellahin & Fox Order NO. R-4413
applicant:

Attorneys at Law

Post Office Box 1769
Santa Fe, New Mexico Tesoro Petroleum Corporation

Dear Sir:

two copies of the above—referenced

Enclosed herewith are
tly entered in the subject case.

commission order recen

Very truly yours,

o

AT -

A. L. PORLTL, v=-
» 1,
~~mr~tary-Director P

ALP/ir

copy of order also sent to:

Hobbs OCC X
Artesia OCC %
aztec OCC

Oother




' BEFORE THE OIL CONSERVATION COMMISSION :
OF THE STATE OF NEW MEXICO ;

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

CASE NO. 4833
Order No. R-4413

APPLICATION OF TESORO PETROLEUM :
CORPORATION FOR COMPULSORY POOLING ;
AND AN UNORTHODOX LOCATION, EDDY

COUNTY, NEW MEXICO. §

ORDER OF THE COMMISSION

BY THE COMMISSION:

: i This cause came on for hearing at 9 a.m. on September 27,
' ; 1972, at Santa Fe, New Mexico, before Examiner Elvis A, Utz.

A At e

NOW, on this 10th day of October, 1972, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FIN2§:

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

(2) That the applicant, Tesoro Petroleum Corporation, seeks
an order pooling all mineral interests in the Springs-Upper
Pennsylvanian Gas Pool underlying the E/2 of Section 28,

Township 20 South, Range 26 East, NMPM, Eddy County, New Mexico,
to be dedicated to a well to be drilled at an unorthodox loca-
tion 660 feet from the South line and from 1160 to 1200 feet
from the Bast line of sald Section 28.

o m e o A § Byt b e A TR e T A PP LA S £ A e it T s

! (3) That the applicant has the right to drill and proposes
" to drill a well to the Upper Pennsylvanian formation at the
' above~described unorthodox location.

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

: {5) That a well drilled at the above-described unorthodox

© location should cncounter the producing formation in the subject
pool structurally higher than a well drilied at a standard loca-
tion.
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I CASE NO. 4833

Order No. R~4413

{6) That the entire E/2 of said Section 28 can be
efficiently and economically drained and developed by the
subject well.

(7) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in the E/2 of said Section 28 the opportunity to
recover or receive without unnecessary expense his just and
fair share of the gas in said pool, all mineral interest, what-
ever they may be in the Springs-Upper Pennsylvanian Gas Pool
underlying the E/2 of said Section 28 should be pooled to be
dedicated to a well to be drilled at an unorthcdox location as
described above.

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

{(9) That any non-~consenting working interest owner should
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his sharxe of reasonable
well costs out of production.

(10) That any non—-consenting working interest owner that
does not pay his share of estimated well costs should have with-

1 held from production his share of the reasonable well costs plus

an additional 25% thereof as a reasonable charge for the risk
involved in the drilling of the well.

(11) That any non-consenting interest owner should ke
afforded the opportunity to object to the actual well costs

{but that said actual well costs should ke adopted as the
i reasonable well costs in the absence of such objection.

{(12) That following determination of reasonable well
costs, any non-consenting working interest owner that has paid

i his share of estimated costs should pay to the operator any

: amount that reasonable well costs exceed estimated well costs

" and should receive from the operator any amount that paid
estimated well costs exceed reasonable well costs,

{(13) That $130.00 per month should be fixed as a reasonable

‘:charge for surervision (combined fixed rates) for the subject
well; that the operator should be authorized to withhold from

production the proportionate share of such supervision chacge
attributable to each non-—-consenting working interest, and in

”addition thereto, the operator should be authorized to withhold

from production the proportionate share of actual expenditures
required for operating the subject well, not in excess of what

are reasonable, attributable to each non-consenting working

interest.

(14) 7That all proceeds from production from the subject
well which are not disbursed for any reason should be placed

in escrow to bhe paid to the true owner thereof upon demand and
reoof of ownoerahin.

et mavn e e ot i 2

e AL o b £ o e
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Case No. 4833
Order No. R-4413

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, in
the Springs-Upper Pennsylvanian Gas Pool underlying the E/2 of
Section 28, Township 20 South, Range 26 East, NMPM, Eddy County,
New Mexico, are hereby pooled to form a 320-acre gas proration
unit to be dedicated to a well to be located at an unorthodox
location 660 feet from the South line and from 1160 to 1200 feet
from the East line of said Section 28.

(2) That Tesoro Petroleum Ccrporation is hereby designated
the operator of the subject well and unit.

(3) That the operator shall furnish the Commission and each
known working interest owner in the subject unit an itemized
schedule of estimated well costs within 60 days following the
date of this order.

(4) That within 60 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
such cwner who pays his share of estimated well costs or provided
above ghall remain liable for operating costs but shall not be
liable for risk charges.

(5) 7That the operator shall furnish the Commission and
each known working interest owner in the subject unit an
itemized schedule of actual well costs within 60 days following
completion of the well; that if no objection to the actual well
costs 1s received by the Commission, and the Commission has not
objected within 60 days following receipt of said schedule, the
actual well costs shall be the reasonable well costs; provided
however, that if there is an objection to actual well costs
within said 60-day period, the Commission will determine

reasonable well nosts after public notice and hearing.

(6) That within 60 days following determination of reason-

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

. has paid his share of estimated well costs in advance as provided

above shall pay to the operator his pro rata share of the amount
reasonable well costs exceed estimated well costs and shall
recelve from the operator his pro rata share of the amount that

~estimated well costs exceed reasonable well costs.

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

(A} 7The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his sghare of
sald estimated well costs within 60 days from

ok o et o A = B 3% 3 A P . 5 T P e
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the date the schedule of estimated well
costs is furnished to him.

e gl o

’ {(3) As a charge for the risk involved in the

1 drilling of the well, 25% of the pro rata
share of reasonable well costs attributable
to each non-consenting working interest owner
who has nct paid his share of estimated well
costs within 60 days from the date the

: schedule of estimated well costs is furnished

! to him.

T

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

| (9) That $130.00 per month is hereby fixed as a reasonable
charge for supervision (¢ombined fixed rates) for the subject

~ well; that the operator is hereby authorized to withhold from

3 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
interast.

e a5 ety e e s e e e 4257 b X T o

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

! {11) That any well costs or charges which are to be paid |
ii out of production shall be withheld only from the working i
Il interests’' share of production, and no costs or charges shall

! be withheld from production attributable to royalty interests.

g {12) That all proceeds from production from the subject

' well which are not disbursed for any reason shall be placed in
 escrow in Eddy County, New Mexico, to be paid to the true owner
thereof upon demand and proof of ownership; that the operator

- shall notify the Commission of the name and address of said

. escrow agent within 9C days from the date of this order.

(13) That jurisdiction of this cause is retained for the
entry of such furtnher orders as the Commission may deem neces-
Sary.
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{
DONE at Santa Fe, New Mexico, on the day and year herein- i
above designated. :
]
STATE OF NEW MEXICO :
0O1L CO RVATION COMMISSION 5
i
4
W /(/"7 i
P BRUCE KING, Chairm ;
: - N {
: : i
X , ’f; / (/Z/ i
D Vi [ i
; <o A , Member |
: o 1
i ,,,5&:?/ 3 |
{ . \ i
: A. L. PORTER, Jrx., M & Secreta.t‘y
!
i
SEAL i
i
}
}
i
|
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1
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BEFORL THE

OIL CONSERVATION COMMISSION OF NEW MEXICO

3 IN THE MATTER OF THE APPLICATION - i

4 OF TESORO PETROILEUM CORPORATION - 7?1374);3
FOR COMPULSORY POOLING AND FOR Ciﬁ&j?cl =2

AN UNORTHODOX LOCATION, EDDY

COUNTY, NEW MEXICO.

APPLICATION
‘; Comes now TESORO PETROLEUM CORPORATION and, as provided
5 by Section 65-3--14, New Mexico Statutes 1953, as amended,

applies to the 0il Conservation Commission of New Mexico

for an order pooling all of the mineral interests in and
under E/2 of Section 28, Township 20 South, Range 26 East,
N.M.P.M., Eddy County, New Mexico and for an unorthodox
well location, 660 feet from the South line and 1160-1200
feet from the East line of Section 28, Township 20 South,

Range 26 East, N.M.P.M., Eddy County, New Mexico, and in

support thereof would show the Commission:

1. Applicant is the owner of the right to drill and
develop the above described acreage.

2. Apvlicant has obtained voluntary agreement for
nocling from all but the following:

A) AMOCO Production Corvany which has 25% of the
working interest and Yates Petroleurm Corporation which has
1.10457% of the working interest underlying the 5/2 of

AW
ME/4, SE/4 of SF/4, and the /4 of NE/4 all in Section 28,
Township 20 3outh, Range 26 Fast, H.=.P.M., Bddy County,

New Mexico, and

2) Yy, Carl Foster and wife, owners of the NW/4




|
of the NE/4 of gection 28, pownshiv 20 South: papae 206 past,

N.M.P.M.y rddy county

How 1rerico.
3. As required by the nrovisions of Commission rule
o dedicate the B/2 of cection 28,

proposes t
n.M. DM to th

104, Applicant
Township 20 south, range 26 Bast. e well.
unable to obtain voluntary

¢+ has heen
ts indicated

;

: 4. Applican

| agreement for the poolinq of the unpooled interes

L in paragraph 2 above. and in order to avoid the drilling of
orrelative rights: and to

unnecessary wells, to protect (o}
ormission should pool all jnterests in

prevent waste, the €
the spacing or proration unit as @ unit.
_ AJQL@ Te The
1 a well

» 5.- appli

SpringsﬂUpper Pennsylvani
hodox location: 66C feet from the south

o the rast

ction 28,

feet at an uynort
1ine of Se

1ine and 1160‘1200 feet fr
Township 20 South. range 26 rast, N.M.PMey rddy county:

New Mexico.
quested jocation is more advantageous
pographical

6. Applicant re
cause of to

for arilling tphan the or thodoX jocation be
s occasioned hy the channel of the Pecos rRiver.
sult in the

yeason
1111 re

7. Appr

is application v
ruise recoverable ané will prevent

recovery of ga
waste and will not piepnaly correlativc rights.

SHERLTORD apolicant respectfully recquests tnat the
comrission ot this matter for nearind hefore the Commission
or the Cowmiseion‘s auivy aooointcd oraniner and that after
notirce and nearing as rvouired Ty Lav rthe Connission entad
its oxrcer »ooLind all jnrerest under]yinc the B/2 of gectlon

Panye 2¢ Bast: R L nady county.
over

win 20 centhy
.3on for ant O el

i en Y OVLS arrplic

20, TOWns

ey a1 CO roaethel

-2




| his costs out of the production including a risk factor to
be determined by the Commission and with provision for the
payment of operating costs and costs of supervision out of
production to be allocated among the owners as their
interest may appear and further for approval of the

;; . unorthodox location as described above, and for such
further orders as may be proper in the premises.

Respectfully submitted,

! TESORO PETROLEUM CORPORATION

KELLAHIN & FOX
: P. O. Box 1769
Ssanta Fe, lew Mexico 87501

Attorneys for Applicant
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I BEFORE THE OIL CONSERVATION COMMISSION
GMH/dr \@ OF THE STATE OF .EW MEXICO
L /2 S
IN THE MATTER OF THE HEARING R
CALLED BY THE OIL CONSERVATION /sl

OMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. __ 4833

APPLICATION OF TESORO PETROLEUM Order No. R:ﬁ/é

CORPORATION FOR COMPULSORY POOLING
AND AN UNORTHODOX LOCATIQON,, EDDY
COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE C SSION:
This cause came on for hearing at 9 a.m. on September 27 , 142 ,
at Santa Fe, New Mexico, before Examiner Elvis A Utz .
NOW, on this day of + 1972, the Commission,

1 » a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised

in the premises,
FINDS:

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

(2) That théapplicant, Tesoro Petroleum Corporation, seeks

an order pooling all mineral interxests in the%o%fhﬂ
L 4

formadsken underlying the E/2 of Section 28, Township 20 South,

Range 26 East, NMPM,

Eddy County, New Mexicq) Applieant—fTUFENEY S€€ks authortty—to
il chodex—locats A 4&)4{24uﬁu~‘ZEJ'<JE -

o hilld 0t me coniBiny’ Lseutins GG
)éﬂuélfé4bﬁv¢aéz-/1‘;0¢¢4‘1A;;::‘l— a-, /60 4 12 00 épﬂkqdéif”%
;?r,dktC9f /iﬂi>25c»~,4 )
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CASE NO. 4833
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-2- é
;
Order No. R- f

(3) That the applicant has the right to drill and seeks- 2
Z&:ﬁﬁ::;ey to drill a well to-be-located-660-feat-from-the—Seuth |

line—ami—1160~to-1200—feetfrom-the-Eaxst—tine—of~said-Seotion—d8

to the W‘__ formation ,—-adjacent—to~—the—

. . AP odve Nitgonc ot
antanr-Gas—Pooi.

‘0%‘ -

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

unit who have not agreed to pool their interests.

C7L}57 That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in the E/2 of said Section 28 the opportunity to recover
or receive without unnecessary expense his just and fair share
of the gas in said poel, all mineral interest, whatever they may

- 2 » M &‘ M-
be in the,éﬁhg"*ﬁ&"%_ underlying the E/2 of said
7 ¥

_ i id b oa 2o b oo ctriiled
Section 28 should be pooled.ffgj’i’@[‘-{‘a“";“”l ) e
d/{ Ger Wpchf«—M ﬁ»d‘:‘:a/&/&\ ey WW’ LA
($)16+ That the applicant should be designated the operator :

e . RTYYY Mt vt berrenat o8 ek ¥ (0 g <8 0 A w1 o

of the subject well and unit. !

(9),§?T' That any non-consenting working interestAane;>should f
be afforded the opportunity to pay his share of iﬁzééfzéell ‘
costs to the operator in lieuw of paying his sharz of reasonable
well costs out of production. ”

(/0)487/ That any non-consenting working interest owner that
does not pay his share of estimated well costs should have with-
held from production his share of the reasonable well costs plus
an additional 25% thereof as a reasonabie charge for the risk
involved in the drilling of the well,

'/13497” That any non-consenting interest owner should be
afforded the opportunity to object to the actual weil costs

but that said actual well costs should be adopted as the

reasonable well costs in the absence ot such objection.

‘ ‘ " 4 : N PR
L/—Z\ /1/‘ P /'/‘, bl ey L;/( u/;/l ool el e e g
/ : U A I SRR L
i . I VA L AR Lo 8 1 ‘
T . : ) ’ :
; ! i / /o . , S e e / // /,//’
.,J/y_/ Sl aF et e \//3"'/" > O L 7 )
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/ / - ‘J 27 p ¢ 71 (G p
fe ot g ! Lo S Ll
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14 ’ 4 "/’ . ’ S /~,/1 / / oot [ 4
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’ ’
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CASE NO. 4772
Order No. R~

({Q {1e9 That $130.00 per month should be fixed as a reasonable
charge for supervision (combined fixed rates) for the subject

well; 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

e e e T

from production the proportlonate share of actual expenditures
required for operating the subject well, not in excess of what

are reasonable, attributable to each non-consenting working !

’ interest.

({4)4&17 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. ]

IT IS THEREFORE ORDERED:

(1) That all mlneral 1nterest, whatever they may be, in
the?%&ﬁz']M%VZ%””‘?*&AL&' underlylng the E/2 of Section 28,

Township 20 South, Range 26 Fast NMPM, | 1 o1 )
\/V\/V

| 1 ., , ., Eddy County, New Mexico, are hereby pooled to form
\

a SR 2 -acre gas proration uwnit to he dedicated to a well

to he located at an unorthodox location 660 feet from the Scuth

P I
line and 1160 to 1200 feet from the East line of said Section 28. :

(2) 9.+ Tesoro Petroleum Corporation is hereby designated
the operator of the subject well and unit.

(5)&@& That the operator shall furnish the Commission and

each known working interest owner in the subject unit an

. itemized schedule of’iﬁigggﬁﬁgll costs within 60 days following
g‘ 62(/’&?4}1
\\ ( ‘{) ‘j“/"ff’; e ‘// c e WOl d /-‘<;£~1-~;'a1 Sl (Ytnes rrcesie con (X
\ _;},(} A L e, LU AP «:}‘/{,(‘:' - o (."-r,f_f"yuf e (i yeo ek
R TP U B A ', S j,/i,,, B e S P S R IR AR PR G (it 2.
<7 /H“ /: gl ;/;J/ T I N » ) (/' ’/ ol o ctesle
( (’/) //uz/ L (((/ é ¢ Ao |',< AL e v Ll Aehdeas (/’ A
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Y R A I / Iax IR L/ “\ le s U/(r /
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CASE NQ.
Order NO.

C Loci 9o ¢l
3 4 f{ thnt if

cosis 43 waceilved by the Commission,
objcected within 60 days Zolillowing reccipt
cctual well costs shall be the reasonable
however, that i1f there is an objection to
within said €0-day period, the Commiecsion
reasonakle well costs after pubiic notice

-

< 5T

P
Lol

vvork
.of

.
-

(fl&%}/ That the oporator Y

following coagts and charges

-~

no c¢ohjection
and the

iz hereby autnorized to wi
from production:

2O the actuwal well

Comsalssion hos not
of sald scihodule, whe

providad
costs

wall costs;
actual weil

will deteznine
and hecaring.

2

thhold

(3) The pro rata share o£~g%z2§fbggll costs
attributable to each non-conscnting working
int who has not paid his share of
gal 21l costs wighén 20 days from
the date the schedule of well costs is
furnished o hin.
(3} &5 a charge for the risk involved in the Qrill-
i T the wal 25 £ ta share
t < able to aach
=3t Oowner who nas
1l costs
the schedule
1 to him.
ﬂ%ﬂéﬁf That the opaerator shzil Jistribute said costis and
chxroes withheld £rom produciudd.. ©o tho parviaes who advaaced
the well costs,
(7) #%}' That S$L30.00 oor vonih is hexaeby Zixked a
charge for supcrvisicon (conlinoea fixad xatos) for
wall; thal the opaerzioxr is hersly authorined to with
production the »roportlonitc shinrae of sueh zupoervici kg
actxibatable Lo ecach nen-consancing working intorest, and Ln
widition thereto, the onarator Iz heroly authorizced o withnhold
from pudductlion the sroncrtionats share of actual cxpendiitures
reqguired £or opoersiuing tho subiact well, anot in exeess of what
are raasonable, atiributabla Lo ¢ach non-coascnting working
intercat.,
(ﬂ/a)éﬁf That any unsavaercd nineral intorost skall e considercsd
a soeven-ciohins (7/2) working intaorest and a ono~alohth {L/8)
royalty intarast for Che purposce oif allccating cosis and Gharges
under the terns of tils order.



-5-
Cn8L 0.

5

i Ozdar ilo.

<//)Aﬂﬁ That any well costs or charges which are to be pald
out of production shall be withheld only from the working

interesta' share of production, and no costs or charges saall
be withheld from production attributable Lo royalty interests.

(}/71)ﬁhﬁ That all vroceeds from production from the subject
well which are not disbursed for any rcason shall be placed in

3 { eacrow in £ddy County, Kew Mexico, to be paild to the frue owner
» ; thereof upon demand and proof or ownership: that the operato:r
& ' shall notify the Cormission of the name and address of said

escrow agent within 90 days Zrom the date of this order.

* (T/IBJLCI!O That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neccssary.

A

DONE at Santa Fe, liew Mexico, on the day and year hercin-
above designated. :
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STATS OF NEW KEXICO
OZL CONSERVATION COMMISSION

L A

BRUCE RING, Chairman

ALEX J. ARMIJO, Member

A. L. PORTER, Jr., Membar & Sccrectary
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