APPI;: C 37—:‘ ON,
TranscriPT S,
Smal( Exhib i 759

ETC



KELLAHIN AND KELLAHIN
Attorneys at Law

Jason Kellabin : El Patio, 117 Guadalupe Telephone (505) 982-4285
W ‘Thomay Kellahin Post Office Box 1769 ! :
Karen Avbrey Santa Fe, New Mexico 87501 - ' « 7}

James B. Grant )

July 23, 1982 Ji

5
{
4

~
L

"tt¢" ‘HAND DELIVERED

—

Mr. Joe D. Ramey

OiIL CONSERVATION DIVISION
Post Office Box 2088

Santa Fe, New Mexico 87501

Friy el
Re: Division Case 7478 ;ﬁﬁ
Oorder R-6903 i JUL. 2 3 1982 ,
Applicant: Julian Ard ' ke ¥

Compulsory Pooling Case

Dear Mr. Ramey:

Oon behalf of Nortex Gas & Oil Company, we hereby
apply to the New Mexico 0il Conservation Division for
an amendment to Division Order R-6903 as follows:

On Paragraph (4) Page 4, of the Order, by deleting
the words:

"following resolution of an appeal
(filed August 24, 1981) before the
Board of Land Appeals of the
Department of Interior,”....

and by substituting the words:

"following final adjudication or
settlement, which ever comes sooner,

of the disputed ownership of the oil
and gas minerals underlying the subject
tract,”..."

Nortex Gas & Oil Company states the following as
justification for its request.

1. That the NE/4NE/4 of Section 23, included as pért
of the proration unit subject to the referenced compulsory
pooling order, is: aub]ect to a federal 'o0il and gas lease which
has been assigned to Nortex 0Oil & Gas Company.




Mr. Joe D. Ramey

OII, CONSERVATION DIVISION
July 23, 1982

Page Two

2. The BLM approved assignment was contested and
resulted in an appeal to the Board of Land Appeals of the
Department of Interior as recited in Division Order R-6903.

3. That a final resolution was entered by the Board
of Land Appeals on June 24, 1982, which failed to resolve
the guestion of ownership of the minerals underlying this tract.

4. Nortex Gas & 0Oil Company desires to participate in
the subject well to be drilled pursuant tc Division Order R-6903
but is unable to do so until the ownership of this tract has
been finally adjudicated or settled.

5. As setforth in the transcript of the Division Hearing
in Case 7478, it was anticipated that the Board of Land Appeals
decision would result in a resolution of the ownership of the
working interest for this tract and thus allow the prevailing
party to elect to participate in the subject well.

6. Based upon the assumption setforth in paragraph
3 above, Division Order R-6903 setforth a method to allow
the prevailing non-consenting working interest owner to make
an election concerning participation in this well.

7. However, the Board of Land Appeals Decision entered
on June 24, 1982, failed to resolve the question of ownership
of the working interest underlying this tract and compels
those interest owners to seek an adjudication of this issue
in the District Court.

Accordingly, we would appreciate the Division Order
being amended as requested.

‘W. Tho Kellahin

WTK/Trb

_cc: Mr. Robert Bledso, Esq.
Mr. Ernie Padilla, Esq.
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OII. CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA IFE, NEW MEXICO
3 February 1982

EXAMINER

IN THE MATTER OF:

HEARING

Application of Julian Ard for

compulsory pooling and unortho- CASE
dox location, Lea County, New 7478
Mexico.

BLFORE: Daniel S. Nutter

TRANGCRIPT Of iIBARING

APPEARANCES

For the 0il Conservation
Division:

For the Applicant:

W. Perry Pearce, Esq.

Legal Counsel to the Division
State Land Office Bldg.

Santa Fe, New ngico 87501

Ernest L. Padilla, Esqg.
P. O. Box 2523
Santa Fe, New Mexico 87501
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I NDEKXK

DANIEL F. SECKER

Direct Examination by Mr. Padilla

EXHIBITS

Applicant IBxhibit One, Application

Applicant Exhibit Two, Plat

Applicant Exhibit Three, Plat

Applicant Exhibit Four, AFE
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MR. NUTTER: We'll call next Case Nuhber
7478.

MR. PEARCE: Application of Julian Ard
for compulsory pooling and an unorthodox location, Lea
County, New Mexico.

MR. PADILLA: Mr. Examiner, Brnest L.
Padilla, Santa Fe, New Mexico, for the applicant in this
case, |

I have one witness who needs to be

sSWorn.
(Witness sworn.}

DANIEL F. SECKER
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR; PADILLA:
Q Mr. Secker, for the recqrd would you
please state your name and where you reside?
" A My name is Dahiel‘F.‘Secker and 1 re-
side in Midland, Texas.

Q ' How do you spell your last name, Mr.
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A 5-E-C-K-E-R.

Q. Mr. Secker, what 1s your connection with
Julian Ard, the applicant in this case?

I I'm representing Julian Ard as a landman

0. Mr. Secker, would you tell us what your
educational background and work experience in the oil and gas
industry is?

A k‘ I réceived a BA degree from the Citadel,
a military college of South Carolina, in political science
and pre-law.

I've been involved in the oil and gas

industry since 1970 as a landman for Atlantic Richfield, as

‘a District Landman for Southland Royalty Company, and I have

been an independent landman for the past six years.
I'm a certified petroleum landman.
0. Mr. Secker, are you familiar with the
purpose of today's hearing?

A, Yeé, sir, with the unorthodox location

~as well as compulsory pooling.

VA

MR. PADILLA: Mr. Examiner, are the wit-
ness' qualifications as an expert landman acceptable?

.. MR. NUTTER: Yes, they are.

Q Mr. Secker, would you tell ué what thg -
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- date for the proposed well?

(671

what the nature of today's hearing is? What does the appli-
cant seek with this case?

A We're asking for an unorthodox location
for‘a 13,500 foot Morrow test, to‘be located 1980 feet from
the north line, 2310 feet from the ecast line of Section 23,
Townehip 20 South, Range 33 East.

We're also asking for compulsory pcoling
for a 320—acré drilling\unit to be comprised of the east
half of Section 23.

0. Mr. Secker, let me hand you what has
been marked as Exhibit Number One. Would you please tell us
what it is and what it contains?

A Exhibit One is an application with the
ﬁepartment of the Interior, application to drill, and this
is oUr‘applicétion for the drilling of a 13,000 foot Morrow
test at the iocation previously stated.

0. Mr. Secker, does that indicate a spud

a. The date, I don't believe is on this
particular exhibit; however, we have a KGS lease. It ex-
pirés Ma;ch the ist~of 19é3 and we éntioipaté the drilling
of ‘the weilvdver the expiration date.

Q So in éther words,‘you have a short

term lease, is that correct?
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will participate with his percentage.

A, - Yes, wve do.

0. Now, Mr. Secker, I hand vou what has
been marked as Exhibit Number Two. Would you tell ﬁs‘pow wha
that is and what it contains?

A Exhibit Two is a location plat filed
with the State of New Mexico that shows the location also
previously submitted that also names Julian Ard,the person
whom I represént, to be the overator.

Q What -- what acreage would be dedicated
to the well?

A The acreage dedicated would be 320
acres comprised of all of the east half of Section 23.

Q. Of that acreage, which is controlled by
whatever.means by the applicant, Julian Ard?

A. 280 acres out of the 320 is controlled
by Julian Ard, either by farmout or ownership.

I might state at this time that the
280 acres is owned jointly'by Supron, who owns 80 percent;
Julian Ard, 10 perCent; Ed Hudson, 10 percent.

Supron, who is currently the operator,
is farming out to Julian Ard for the drilling bf the test.

Julian Ard will participate with his percentage; Ed Hudson

We have filed, or we're currently gettinF
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execution today of a designation of operator from Supron,

naming Julian Ard as operator of the test well.

farming out to Ard?

A

cluding the farmout,

A,

remaining 407?

A

MR. NUTTER: Did you say Supron is

Yes.

MR. NUTTER: fThen ‘he will control, in-
30 percent of the 280 acres?

Yes, sir.

MR. NUTTER: Okay,  how about the other

The other remaining 40 is owned bpy

Mortex Oil Company, 0il and Gas Company, I believe, out of

Midiand.

MR. NUTTER: 1Is that a divided or un-

divided interest in the 3207

" A

east quarter.

A

The ownership of Mortex?

MR. NUTTER: Yes, sir.

It's divided interest. They own --
MR, NUTTER: And where is it?

It's the northeas£ guarter of the north-

MR. NUTTER: Okay .

The lease, if I might elaborate, was

drawn under simultaneous filing in March of 1980, and there
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-for the appea being filed on the lease, and as such, they

‘am not fully cognizant of all of the facts regarding the

has been subsequently assigned to Nortex 0il Company of Mid-
land full ownership cf the lease.

There has been an appeal filed on that
lease. In checking with the BLM they have relayed to me that
the title is in Nortex.

I have discussed with Nortex the commun-
itization of their lease into our unit and they have relayed

to me that they would partiéipate in the well if it were not

wquld pay their proportionate share dfvthe well cost.

| They have ihdicated to me that they
would be willing to execute a letter agreement stating that
they will pay their well cost subject to the removal of the
appeal.

MR. NUTTER: Okay. Now your little
plat nhere, Exhibit ‘'fhree, which we haven't got to yet, shoWs
Energy Group of America owning that 40 acres.
A Yes, sir. That's Qhere the appeal comes

forth.

Apparently, as I understand the case, I

appeal, but my understanding is that the lease was pufchased

by a gentlemén, I believé;iby the name»df Gordon C. McDonough;

from the winners of the simultaneous,filing. He at that ti@fL'
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file with the BLM concerning Getty Oil Company, which was

9

and I understand this was back sometime in 1980, he sold the
lease to Petroleum Resources,.

Apparently Petrocleum Resources was under
review by the BLM, and I'm not certain what the situation
was. I understand it was possibly a sole interest. I've
forgotten exactly what the terminology is, but it was sole
party in interest examination, I think, that they w‘ere under.

They requested t‘nat the assignment into
them be withdrawn, which it was.

Then it's my understanding that Gordon
McDonough - sold t‘he lease tc NMortex ﬁndcr an assignment, and
the assignment was approved by‘ the BLM.

It's mny understaﬁ'ding that the appeal
is filed by Petro Resources.

That's my familiarity with that parti-
cular situation.

MR. NUTTER: You don't mean Petro Re-
sources, you mean Energy Group of Bmerica.

A. I'm not quite certain. The map shows
Energy Group of America. Talking with the BLM they tell me
that it's Petro Resources.

There was also at one time a letter on

also withdrawn.




~ of everybody who is concerned with this.

not familiar with them.

1¢

So I'm afraid I can't answer your ques-
tion.

MR. NUTTER: But this -- this assigriment
either Energy Group of America or to Petro Resources, and
also‘to Noftex, was made by McDonough, who wasn't the origina
recipient of the lease in the drawing. He bought it from the
original recipient.

A " That's my understanding, and that may
not be correct.
'MR, NUTTER: Now do you know if that
original recipient, do you know his name?
A No, sir, I don't.

MR. NUTTﬁR: And does he carry any
override into this thing, or anything?

A‘ I would presume that he dcoces but I'm
not familiar with it.

MR. NUTTER: I think somewhere along the

line in this record we're going to have to have the names

A According to the BLM, the owner of the

lJease is Nortex. As to any overrides chat may exist, I'm -

0} o Mr. Secker, nonetheless, the BLM takes

the position that there is a lease on the‘acres, is that cor-

-
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rect?

A Yes.

Q. And covers the northeast quarter of the
northeast quarter of 23. 1Is that also correct?

A That's correct.

MR. PADILLA: Mr. Examiner, I think we
can try to get you that information as quickly as possible
following the hearing.

MR. NUTTER: Okay.

0 Mr. Secker, Julian Ard, you've indicated
has been designated the operatorﬂby the other working interes
in the area? -

A. That is correct.

0 And desires to be the working interest -
or the operator under an order issued by the 0Oil Conservation
Division?

A, That is co:reéﬁ.

Q. Mr. Secker, as to the unorthodox portion
of the case, would you tell us something about that? Why
was that well location chosen instead of a standard location?

A ; According to the geology, tﬁat appears
to be the’optimum location fp{'a Morrow test, aéqording to

the geologist that prepared the informaﬁion.

0 Now looking at the Exhibit Number Three,

ts
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- down to the Morrow, to the east approximately a mile and

12

would you tell us where any other Utorrow wells are located
in the area that you know of?

A On Exhibit Three the nearest producing
Morrow well is to the north, and I believe it's off of your
map, and my information states that that would be the Grace
Petroleum Smith Ranch Federal, which is located in the south-
west quarter -~ I'm sorry,bin the northwest quarter of Sectior
11. |

My understanding also is that there is

an abandoned Morrow prodﬁcer, whicir does Shdw on your map,
which appears in the northéast quarter of the northwest quar-
ter of Section 14, being labeled there as the ARCO Arc. That
is abandoned in the Morrow, as to my understanding.

Other wells in the area that were takei

three-quarters from our location is the Cities Service --
it's the Cities\SerQice Govérnment something -- and it was
carried to a depth of 15,187. It was dry in the Morrow.

To the‘ﬁorth ~-- I'm sorry, to the south-
west of our location is the Amgco‘l—Y, lOcated in Section 27,
which I believe was dry in the Morrow but was an Atoka dis-
covery;'

Q. - Now, Mr. Secker, have you -- do you know

of any communications between the applicaﬁt and the operator




10

11
12
13
u
15
6
17
18
19
20
21

22

H R 8

13
to the r.2st in the west half of Section 23 concerning the
unorthodox location?

iR Yes) 1 do. ThercAwexe’negotiations he-
tween Mr. Julian Ard and the Bass Cdmpany out of Ft. Vorth,
who owns acreage immediately to the west.

We had initially centacted them for the
férmation of a drilling unit that would be comprised of all
of Section 23. They at that time elected not to either part-
igipate in a well with us or farm out to us for the Morrow
test.

They aid, hovever, offer $2.00 a foot
dry hole money for our test, test well over iﬁ the east half
of Section 23.

0 A test at the location where you propose
to drill the well, is that --

A. Yes, I believe that to be correct.

These negotiations were carried on by Mr. Ard ;n Ft. Worth.

0. Mr. Secker, let me hand you now what has
been marked as Exhibit Number qur. Would you tell us what
that is and what it contains?

A o Exhibit Number Four is an AFE for the
drilling of the subject'well, whereinrwe have a total'dry
hole cost for the 13,500 foot Morrow well of being $l,121,030

Completed cost of the well, $1,607,499.
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‘industry average. If anything, it's probably below.

Q. Mr. Secker, do you have anything else
in support —- to say in support of this application?
A The only remarks that I have, as far as

the compulsory unit, would be my”discussibns that I have

14
Q. Do you have any figures as to the over-

head production costs for a drilling and a completed well?

A. In the operating agreement that we intent

to use should this be force pooled, or compulsory pooled,
we anticipate using a drilling well rate of $3500 and a pro-

ducing well rate of $350, which I believe is well within the

relayed earlier in my testimony, as to the position that
Nortex would take, wherein they said that they would be in-
terested in participating with a well, paying their propor-
tionate share, if it were not for the appeal that is now on
record with the BLM. |

Q. Do you ‘have a drilling_committed’£o
commence a well prior to termination of your lease?

A Yes, we do.

Q and when would you prépose;to start
drilling? I think you've already mentioned that.

A4" Yes, we’propbse drilling the Well on
or befOre the'expiration of our lease, which is Marci the

1st of '8l.
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15
Q. Assuming that we can get the information
that the Exaﬁiner requires or has alerted us to, do you re-
quest early consideration of this application so that vou may
proceed with the drilling?
. Yes, by all means.
MR. PADILLA: Mr. Examiner, I have no~-
thing e¢lse and we offer Exhibits One through Four.
MR. NUTTER: Exhibits One through Four
will be admitted in evidence. |
Now, Mrf Padilla, you haven't presented
any testimony here today relative to any risk factqr.‘
You're not seeking a risk factor, I
assume.
MR. PADILQA: We are, Mr. Examiner. I
would be happy to ask a que;tion, which I forgot to ask‘him.
Mr. Secker, in 1light of the location of
the well, and the depth of the well, what information can
you give us concerning the risk factor as a penalty for
carrying the interest of the northeast quarter -- the north-
east quarter northeast quarter?
MR. SECKER: In view of the geologic
data thaﬁfwe have presented --

MR. NUTTER: You haven’t presented any

geclogic data.
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- the money in advance, assuming that they're going to get the .

16

MR. SECKER: The geologic discussion as
to proximity of wells.

MR. NUTTER: That's not uyeology; that's
geography.

MR. SECKER: Well, geography, then, if
you please. It is rank wildcat. We feel that a penalty
provision of 200 percent would be more than adequate.

MR. NUTTER: MNow, have any arrangements
been made, vou said that Nortex had said they would be willin¢
to participate were it not for this appeal of the title, |

have they indicated anything about being willing to put up

title and then have it rebated back to them if théy don't
get the title?
A They have discussed that. We haven't
gone into depth on it.
MR. NUTTER: And that wouldn't be sub-
ject to any penalty, would it?

A That's right. If a penalty were imposed,

I think that probably a 200 percent penalty would be more thah

adequate; however, should Nortex elect to go under a letter
agreement with us and escrow the monies as to their propor-

tionate share, we would have no objection.

MR. NUTTER: And they are an operating
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company, are they not?

A Yes, sir, they are.

MR. NUTTER: They have somc moncy in thef

bank, bfesumably.
A. Yes, sir. My understanding is that they
are a division of Northern NWatural Gas.
MR. NUTTER: I sce.
MR. PADILLA: Mr. Examiner, maybe T
could ask one more question.
| Mr. Secker, the BLM at this point cannot

approve a communitization agreement, is that correct, involvij

A. Well -—-—~
MR. PADILLA: Because of the contest of
the lease?

A. ‘ Well, Nortex will not execute the com-
munitization agreement until the appeal is settled. That's
why we asked for a compulsory pooling.

We are interested in expediting this
inasmuch as we have early lease expiration.

And in discussing the matter with Nortex
we have mentioned to them that we would like to pool it under

a regular communitization agreement, if possible.

[
LY

Théy'relayed to us their problem with
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18
the appeal. Therefor we chose to go bhefore the board.
MR. NUTTER: Okay, off the record a

minute, Sally.

(there followed a discussion

off the record.)

MR. NUTTER: 0kay, back on the record.
Mr. Padilla, in light of {he testimony‘ here today regarding
Mortox and the possibility Lhal they may participate and 'the'
possibility of a letter agreeme‘nt eﬁcrowing ‘their share of
drilling costs, wuld it be reasonable for an order entered
by the Division to rﬁake speciél provision for Nortex in +the
event that i:hey shodld participate in a nonparticipating
manner that we just discussed?

MR. PADILLA: We think that would be
reasonable, Mr. Examiner.

MR. NUTTER: Mr. Padilla, could you pre-

- pare paragraphs for the compulsory pooling crder that we

could insert in such _an order?

MR. PADILLA: Yes, Sir, I can.

v

MR. NUTTER:’ Okay.
Mr. Secker, I notice ~- now you stated

that the reason the well was being drilled at a location 19807
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and 2310 was because of gcological purposes; however, I look
at your Exhibit Three and it lonks like there's a dry hole
drilled right at the site where a standard location would be
in that 40-acre tract, isn't there?

A. Yes, sir, there's a shallow location
there.

MR. NUTTER: So you'd have to move off

that, maybe move to the west of it.

A. Yes, sir. From what I understand in
discussing the matter with our geo%ggist, the optimum locatio

would be west of Lihai 0ld dry Lole; therefor, wefre asking

MR. NUTTER: Since they had to move,

they moved to the west.
A. Yes, sir.

MR. NUTTER: Okay. Are there any fur-
ther questions of Mr. Secker? He may be excused.

Do you have anything further, Mr. Padill

MR. pADILLA: Nothing further.

MR. NUTTER: Does anyone have anything‘:
they wish to offer in Case Number 74782

We'll take the case under- advisement

and the hearing is adjourned.

(Hearirg concluded.) -
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CERPIFPICATE

I, SALLY W. BOYD, C.8.R.,, DO NIIREBY CENTIFY that

the foreqolng Transcript of Hearing Lefore the 0il Conserva-
tion Division was reported by me; that the said transcript
is a full, true, and correct record of the hearing, preparcd

by me tec the best of my ability.
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STATE OF NEW MEXICO

TN ) ; )
AR ENERGY anD MINERALS DEPARTMENT

{2 Ly

;ffm;4f OIL CONSERVATION DIVISION

ARUCE KING . 51 OFFICE BOX 2088
GUYESKWOR STATE LAND OFFIiCE BULDING

. SANTA FE, NEW MEXICO B7501

LARRY KEHOE i 1505) 827.2434

SECREVASTY February 15, 1982
Re: SE NO. 7478

Mr. Ernest L. Padilla ORDLR NO_’R‘WPMQ

Attorney at Law
P. 0. Box 2523
Santa Fe, New Mexico 87502 applicant:

Julian Ard

Déar Sir:

EnclosCu herew1th are two copies of the above-referenced
Division order recently entered in the subject case.

,;. / ’\ j‘ - .
/ JOE D. RAMEY /
7

Director p

JDR/fd

Copy of order also sent to:

Hobbs OCD X
Artesia OCD %

Aztec OCD

e

Other




STATE OF NEW MEXICO
ENERGY AND MINEPALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSEKVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO, 7478
Order No. R-6903

APPLICATION OF JULIAN ARD FOR
COMPULSORY POOLING AND AN UNORTHODOX
LOCATION, LEA COUNTY, NEW MEXICO,

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on February 3,
1982, at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NMOW, on this__ 15th day of February, 1982, the Division
Dlrector, having considered the testimony, the record, and the
recommendations 'of the Examiner, and being fully advised in the
premises, “ :

FINDS:

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

(2) That the applicant, Julian Ard, seeks an order pooling
all mineral interests in the Morrow formation underlying the E/2
of Section 23, Township 20 South, Range 33 East, NMPM, Lea
County, New Mexico.

(3) That the applicant has the right to drill and proposes
to drill a well at an unorthodox location 1980 feet from the
North line and 2310 feet from the East line of said Section 23.

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

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




" costs in the absenc
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Case No. 7478
Order No. R~6803

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

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

(8) That any non~consenting working interest owner who

~does not pay his share of estimated well costs should have
“withheld from production his share of the reasonable well costs

plus an additional 200 percent thereof as a reasonable charge
for the risk involved in the drilling of the well, provided
however, that with respect to the NE/4 NE/4 of said Section 23,

- any working interest owner who has not consented to voluntary

pooling by reason of an appeal (filed August 24, 1981) before

- the Board of Land Appeals of the Department of Interior should

"be afforded an opportunity to pay his share of reasonable
~estimated or actual well coste in lien of vaving his share of

such costs out of production following resolution of said
appeal. :

(2) That any non-consenting interest owner should be

~afforded the opportunity to object tc the actual well costs but

that actual well costs should be adopted as the reasonable well

e e e

e of such opjection.

(10} That follow1na det—ermlnatlon of reasonable well costs,
any non- consentmg worklnq interest owner who has paid his share
of estimated costs should pay to the operator ‘any amount that
reasonable well costs exceed estimated well costs and should
receive from the operator any amount that paid estimated well
costs exceed reasonable well costs.

~ (11) That $3500.00 per month while drilling and $350.00 per
month while producing should be fixed as reasonable charges for

- supervision (combined fixed rates); that the operator should be
.authorized to withhold from producticn the proportionate share

of such supervision charges attributable toc each non-consenting
working interest, and in addition thereto, the operator should

'be authorized to withhold from production the proportionate

share of actual expenditures required for operating the subject

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

(12) That all proceeds from production from the subject

. well which are not disbursed for any reason should be placed in

escrow to be paid to tha true owner thereof upon- demand and
proof of ownership.
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(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before June 1, 1982, the order pooling said unit
should become null and void and of no effect whatsoever.

IT TS THEREFOREZ ORDERED:

() That all mineral interests, whatever they may be,; in
the Morrow formation underlying the E/2 of Section 23, Township
20 South, Range 33 East, NMPM, Lea County, New Mexlco, are
hereby pooled to form a standard 320-acre gas spacing and
proration unit to be dedicated to a well to be drilled at an
unorthodox location 1980 feet from the North line and 2310 feet
from the East line of said Section 23,

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the first day of
June, 1982, and shall thereafter continue the drilling of said
well with due diligence to'a depnth sufficient to test the Morrow
formation;

PROVIDED FURTHER, that in the =avent said operator does not
commence the drilling of said well on or before the first day of
June, 1982, GCrder (1) of this order shall be null and void and
of no effect whatsoever, unless said operator obtains a time
extension from the Division for good cause shown.

PRGVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 120 days after commencement.
thereof, said operator shall appear before the Division Director
and show cause why Order (1) of this order should not be
rescinded.

« (2) That Julian Ard is hereby designated the operator of
the subject well and unit.

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

90 days prior to commencing said well, the operator shall
furnish the Division and each known working interest owner in
the subiect unit an itemized schedule of estimated well costs.

(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consentlng
working interest owner shall have the right to pay his share of
estimated well costs to the operator in lieu of paylng 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, prov1de6 however, that with respect to
the NE/4 NE/4 of Section 23, any non-consenting working interest
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owner may, within thirty (30) days following resolution of an
appeal (filed August 24, 1981) before the Board of Land Appeals
of the Department of Interior, pay his proportionate share of
estimated or actual well costs, and nothing herein shall be
construed to prevent or hinder any agreement or arrangement
between the operator and any snch working~interest owner

respecting payment, escrow, or othexr provision for accounting of

said proportionate share,

(5) That the operator shall furnish the Division and each

known working interest owner an itemized schedule of actual well
costs within 90 days following complet10~1 of the well; that if
no objection to’ the actual well costs is received by the
Division and the Division has not objected within 45 days
following receipt of said schedule, the actual well costs shall
be the reasonable well costs; provided however, that if there is

an objection to actual well costs within said 45 day period the

. Division will determine reasonable wcll costs after public
- notice and hearing.,

(6) That within 60 days fcllowing determination of

reasonable well costs, any non-consenting working interest owner-
who has paid his share of estimated costs in advance as provided

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

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

(A) The pro rata share of reasonable well
costs attributable to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the "schedule of
estlmated well costs is furnlshed to him.

(B) As a charge for the risk’ ‘involved ‘in the
drilling of the well, 200 percent of the
pro rata share of reasonable well costs
attributable to s2ach non-consenting
worklng 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
or, with respect to the NE/4 NE/4 of

L]

{
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Ssection 23, within thirty (30) days from
the date of resolution of the appeal
(filed August 24, 1981) before the Board:
of Land Appeals of the Department of
Interior.

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

(9) That $3500.00 per month while drilling and $350.00
per month while producing are hereby fixed as reasonable
charges for supervision (combined fixed rates); that the
operator is hereby authorized to withhold from production
the proportionate share o©f such supervision charges
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 such well, not in excess
of what are reasonable, attributable to each non-consenting

(10) That any unsevered mineral interest shall be
considered a seven-eighths (7/8) working interest and a
one- eiqhth (1/8) royalty interest for the purpcose of
allocating costs and ﬂhnrges under the terms of this order.

(11) That any well costs or charges which are to be
paid out of productlon shall be withheld only from the
working interest's share of production, and no costs or
charges shall be withheld from production attributable to
royalty interests.

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

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

255 B
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DONE at Santa Fe, New Mexico, on the day and year
ghoye designated.

_STATE OF NEW MEXICO
. OQL CONSERVA'/BI%\J DIVISION
4

N » %7’
Pas 2
B ?-JOE D. EM‘?’

Directox




ERNEST L. PADILLA P.O. Box 2523
ATTORNEY AND COUNSELOR AT LAW Santa fe, New Mexico 87501
{505} 988-7577

February 8, 1982 j;

Mr. ban Nutter ’j
Hearing Examiner

0il Conservation Division

Post Office Box 2088

Santa Fe, New Mexico 87501

Re: Case No. 7478 -~ February 3, 1982 dockqg

Dear Mr. Nutter:

In accordance with your request I have made a
search of the Bureau of Land Management oil and gas
records to ascertain the ownership of the NE/4NE/4 of
Section 23, Township 20S, Range 33E, Lea County, New
Mexico, 1In this regard I am enclosing a copy of the
approprlate Serial Register page which shows record
titie and Spczating riaghts cownership in federal oil
and gas lease NM 39156. I believe that the data pre-
sented therein speaks for itself and in fact answers
some of your inguiries at the hearing.

‘ in checking other sources of information at
the BLM, I learned also that Gordon McDonagh retained
a 6/25% override in making his a551gnemnt to Nortex
0il and GaS Company.

In addition, the appeal to the Board of Land
Appeals involves the approval by the BLM of Mr. McDonagh's
withdrawal of an earlier purported assignment to Petrol
Resources Corporation. Evidently Mr. McDonagh's with-
‘drawal, prior to receiving any consideration from Petrol
Resources, was prompted by an investigation of Petrol
‘Resources and Energy Group of America by the BLM.
Apparently in this and other lease transactions, the
officers of both of these corporations were the same
thus violating certain earlier disclosures which had
been made to the BLM.

o The BLM currently recognizes Nortex as the lessee
of record, and BLM staffers view the chance of success
of the appeal as remote.




Mr. Dan Nutter -2 - February 8, 1982

I am also enclosing proposed changes to the
Division's usual compulsory pooling order in order to
allow Nortex an oppecrtunity to voluntarily participate
in wells costs pending a resolution of the above-mentioned
appeal before the Board of Land Appeals.

v truly yours,

€

est L. Padilla

ELP:pfm
cc: Mr. David Secker
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PROPOSED CHANGES P&'A 7‘,

(1) New Finding (8)

(8) That with respect to the NE/4NE of said
Section 23, and working interest owner who has not
consented to voluntary pooling by reason of an appeal
(filed August 24, 1981) before the Board of Land Appeals
of the Department of Interior should be afforded an
opportunity to pay his share of reasonable estimated ox
actual well costs in lieu of paying his share of such
costs out of production following resolution of said
appeal.

{2) Current findings 8-13 renumbered as per the attached
sample order.

(3) New Ordering q (5)

» (5} That, with respect to the NE/4NE/4 of
Section 23, any non-consentlnq worklng interest owner
maxr . W""“""‘ thirty (320} daxo £51iowing resoliution of

an appeal (filed Augusi- 24,7 1981) before the Board of
Land Appeals of the Department of Interior, pay his pro-
portionate share of estimated or actual well costs, and
nothing herein shall be construed to prevent or hinder
any agreement or arrandgement between the operator and
any such working-interest owner respecting payment,
escrow, or other provision for accounting of said
proporticnate share.

(4) Addition to the end of q 8(B) (drop the period and
add a comma in lieu thereof}:

; "or, with respect to the NE/4NE/4 of Section 23,
within thirty (30) days from the date of resolution of
the appeal (filed August 24, 1981) before the Board of
Land Appeals of the Department of Interior."

(5) Renumber current ordering paragraphs 5 13 as lndl—
cated in the attached sample order. :
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PROPOSED CHANGES M’J 2

(1) New Finding (8)

(8) That with respect to the NE/4NE/ 4" of said
Section 23, and working interest owner who has not
consented to voluntary pooling by reason of an appeal
(filed August 24, 1981) before the Board of Land Appeals
of the Department of Interior should be afforded an .
opportunity to pay his share of reasonable estimated or
actual well costs in lieu of paying his share of such
costs out of production follOW1ng reso]utlon of said
appeal.

(2) Current findings 8-13 renumbered as per the attached
sample order.

(3) New Orxrdering § (5)

(5) That, with respect to the NE/4NE/ 4 of
Section 23, any non-consentlnq worklnq interest owner
may, within thiriy (30} days following resolution of
an appeal (filed Auqust 24, 1981) before the Board of
Land Appeals of the Department of Interlor, pay his pro-
portionate share of estimated or actual well costs, and
nothing herein shall be construed to prevent or hinder
any agreement or arrangement between the operator and
any such working-interest owner fespectlng payment,
escrow, or other provision for accounting of said
proportionate share.

(4) addition to the end of ¢ 8(B) (drop the period and
add a comma in lieu thereof}:

"or, with respect to the NE/4NE/4 of Section 23,
within thirty (30) days from the date of resolution of
the appeal (filed August 24, 1981) before the Board of
Land - Appeals of the Department of Interior."

(5) Renunber current ordering paragraphs 5-13 as indi-
cated in the attached sample order.
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PROPOSED CHANGES "» 74

(1) WNew Finding (8)

(8) That with respect to the NE/4NE of said
Section 23, and working interest ownexr who has not
consented to voluntary pooling by reason of an appeal
(filed August 24, 1981) before the Roard of Land Appeals
of the Department of Interior should be afforded an
opportunity to pay his share of reasonable estimated or
actual well costs in lieu of paying his share of such
costs out of production following resolution of said
appeal.

(2) Current findings 8-13 renumbered as per the attached
sample order.

(3) New Ordering ¢ (5)

{5) That, with respect to the NE/4NE/4 of
Section 23, any non- ('onsentlng working interest owner
Wiay, within tiilrty {30) days following resolution of
an appeal (filed August 24, 1981) before the Board of
Land Appeals of the Deparfment of Interior, pay his pro-
portionate share ¢f estimated or actual well costs, and
nothing herein shall be construed to prevent or hinder
any agreement or arrangement between the operator and
any such working-interest owner respecting payment,
escrow, or other provision for accounting of said
proportionate share.

(4) Addition to the end of q 8(B) (drop the period and
add a comma in lieu thereof):

"or, with respect to the NE/4NE/4 of Section 23,
within thirty (30) days from the date of resolution of
the appeal (filed August 24, 1981) before the Board of
Land Appeals of the Department of Interior."

(5) Renumber current ordering paragraphs 5-13 as indi-
cated in the attached sample order.
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UNITED STATES

17 poseland - HJ---07068-
4| Nortex Gas & 0i1 Co., 403 Wall Towers W.,

12742 )
oot 1976 “SERIAL REGISTER PAGE D L AND MANAGEMENT
y al Reference . . File Code | Serial Number
206 (n.c.) - Act of 2--25-1920, as amended 3112-A NM 39156
o and Malllng Address
jgc»onegh,»(;o—rdo«r —.~,~-cf0'-i§rrergy*-0rm:p'vf'-fmerfca'—fn€.“;‘tvckmf,” ;

Midland, TX 79701 g g’!/
\

‘I Description of Larnd

T. 20 S., R. 33 E.,NMPM

Sec. 23: NEUNE) ‘
24: NEY, WiNWy, SERNWY, SW, NisSEX
!
Acres: 560.00

DATE OF ACTION

ACTION TAKEN

11/14/1979
EEB. ;¢ )qBo

7/22/1981

9/10/81

Simultageous filing at 10:00 a.m. Drew No. 1. mes
{Lceae toousd CffSCiZTL-jAAH i fSSU Jij‘
- -.
Asgn from Gordon C. McDonagh to Nortex Gas & 0il Co.
of an undivided 100% int. Apvd. eff. 8/1/i981. ep
mbs

Appeal Filed 8/24/81,

.




SURMIT IN TRIPLICATE®
(Other fustructions on

Form 9381 C

(May 1903)
reverse 518e)

UNITED STATES
DEPARTMENT OF THE INTERIOR

GEOLOGICAL SURVEY

Form aimrov
DRudget Hyreau ‘Wo. 42-11425,

_///// ’b/ :’?u

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK

1a. TYPE 0¥ WWORK
e DEEPEN [

© BINGLE [T
20HE

DRILL X]
b. TYPr 0¥ WELL '

MULTIPLE
ZONEK

PLUG BACK [J

".' 1 mmm ALLOTTEL ON TRIDE RANE
'7..01”1 AGAREMENY NAME

.

8. FARM un Lns: NAME

o, oa8 -
WELL D el @_'_______-.__.A.._

2, nanc or OI LBATOR

Julian Ard

A ZLONKES OF OFLRATOR

Morth, TX 7610

Po(‘era1

Jiou_th ’Ppa‘;
9. WELL Xo, ‘

P, 0. Box 1736

4, bocn-xon or wret (Report 1o

At surince
1980' FNL & 2310' FEL

At proposed prod. roce

-Y,.A-
eation clearly 2nd 1 accorapnce wilh eny State rcaulrcmer!l *)

of SEC. 23, T20S, R33E

1
]0 l’l!LD AND POOL, on wmo(‘rr

1-]1'?&0;31' :

'1 3%C,, 1. B, u,oam,x,
| ANG BUBVEY OB AREL . .

_Sec. 937 To0d. RAI3E

Same
14, DISTANCKE IX MILES AND DIRECTION FROM NEAREBT TOWN OR FOST OFFICE?

12. COUNTY OR FARIBH |, 13, 8TATE

’

tea .. INew Mexico

Approx. 15 m;_gg_fmm_Bqueyo NM_

19. DISTANCE FLOM FROPOSED® 16, NQ. OF ACLES IX LEAST

. X0, OF ACRES ASS]O)ID
T THIS WEL ~.

. 320

Rotar‘y Rty

. RO'I'IRY OR CABLB TOOLE, T

BT
. . Tl
S

22.- ‘APPROX, DATI WO!K WILL START®

JOCATION TO NEAREST
| 280
T8 DISTANCE ¥ROM TROFOSED LOCATION®
21. erEvATIONS (Show whether DF, RT, GR, ctc.) .
As Soon ‘As - P0351ble

PROPERTY OR LTASE LINE 1 98 0 1
39, PROPOSED DEFPTH

TO NEAREST WELL, DRILLING, COMPLETED,

3617' GR -

.
~

(Alan to nearest drlg. unit llne. if any) .
O% APPLIED POR, ON THIS LEASE, FT. 1 3 s 5 4] 0 1
23. PROPOSEY) CASING AND CEMENTING PROGRAM

SN

S12E OF ROLZ SIZE OF CASING WEIGHT PER FOOT ’ SETTING BLYTH |

QULNTYi Y OP CEMENT °

500!

147310 13 3/8" _
5000

12fn 8 5/8" 323
7 7/8" L 204 1
7 778" At 174

yg# l

1350¢C!

Mud Program: See Exhibit "G"

BOP Program: See Exhibit "D"

IN ABOVE SPACE DENCRIBE PROPOSED PROGRAM : If proposal 1s to deepen or plug back, give data on present prbdliéti've‘ zone and'pﬂ;pote;l new productive

zone. I proposal |
preventer pregram if any.

to drill or Qeepen directlonl.lly. give pertinent data on subsurface locations and measured md truc vertlcal deptho. Give blowout

TITLE

EEATR]
A4

(This s'pu.ce for Federal or State office use)

PERMIT NO. APFROVAL DATE

APPROVED BY
CONDITIONS OF APYROVAL, IF ANY

‘Su Instructions On Reverse Side




OIL CONSERVATION DIVISION

STATL OF LIOW AXICY P O, BOX 2008 forn C-10?
ENENSY ar WMINCRALS CTEANTLALNT SANTA FC, NCW MEXICO 87501 R fevized 10-1.78
ALl Aretenros muet b frrm s gutre boumdnrise 20 thy Cortica, ‘
— U S OSSP S . - ——y
c1oiof ' Lvise vell Ho,
 JULIAN ARD OIL COMPANY SOUTH TEAS _FEDERAL l S
Al Letier Lection Townshtp Honge County
G 3 20s 338 LEA
Clual l"o:-l.we l.oco‘l.n;.r‘\”(‘;l-‘;:‘ll:“ - - - - T
1980 _ fees trom the NOB_TH . Noe ond 2310 fret from the EAST . Hae
;:;;:’C:v:ﬁ—f‘cv. Jfruducing Formosion Poul : Dedicnrnd Acreage;
3617 MORROW ’ WILDCAY 320 Acres

]

. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the plat below,

2. 1f more than one lease is dedicoted to the well, outline each and identily the ownership thereof (both as 1o working

' interest aad royalty). Supron Energy Corp.-W.I. 70%, Edward R. Hudson-¥.I, 8.75%, Julian Ard
W.1. 8.75%, Nortex-W.I. 12.50% ’

Ii more than one lensc of different ownership is dedicnted to the well, have the interests of all owners been consoli-

dated by rommunitization, vnitization, lorce-puoling. cte?

3} Yes (] Ne H answer is ““yes!’ type of consolidation _Fnrce -Paoting

M answer is *‘nol’ list the owners and tract descripticns which have actually been consolidated. (Use reverse side of

this form if necessary)
Mo allowable wiil be assigned to the well until all intcrests have been consolidated (by communitization, unitization.

forced-pooling, or otherwise)er until a non-standard unit, elininating sucii interests, has been approved by the Division,

CERTIFICATION

rtily thor the Informotion con-

I heeeby
Ioi’f’

rein i3 frue ond complere 10 sie

my kncwledge ond b f.

./_C_/

Nyt

Julian Ard

Position

Owner

Company

Julian Ard

Pale

|
|
{
i
! ead/or Land Zurveyor
\ : i W.D.WATSON,JR

H = r

. .i-'."- . * 2 r,‘ y y } ‘l‘jml Centlicare No.

‘ 3959
sr0 seo $0 1320 1ARD 108N 2310 a0 000 1300 1000 roQ ]

qte 28

‘hud‘,‘Jl":v“l .,'

STl A
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ESTIMATED AFE

DATE __1-25-82

DEPTH_13,5C0'- 13,800

LEASE WELL PROPOSED
NAME __SOUIH-TEAS-FEDERAL . NO.__ 1 .

WELL

LOCATION Section 23. 1205, R33E COUNTY _ Lea STATE

New Mexico

ACREAGE COSTS

LEase 'COStS---.«-.......-_....--...........-...»....-s 15.000.00
GEOSCIONC. suvureresanrsnccscsasssctcsonaansones cors 7.000.00
Legal . i ivieseeniannocrocasosnnsnssonnnassiasacannos 1.800.00
Miscellaneous......ccevvnvacees Ceessaareneanas cheenas 2.,000.00
TOTAL ACREAGE COSTS $ 25,800.00
INTANGIBLE DRILLING COSTS
SUrVeYOT .t ivaresnonsnnnsnses P S . 1 200‘00
Surface Damages.......civiiiriiiiienraacnrtannan, ’e 5.000,00
Road and LOCation. v iineeinoitanensccanansssassnas 5,000.00
Rig MOve.....voeiveeeienearoneanrenenanse ceenscnrins 60,G00.00
Footage Cost @ per foot.......covievunncne. - N/A
Day Work @12,000 per day...... cieenesracns cenns .
Bits and Reamers.3..3732.. 4-.124", Bos 70 748 cevinnn 80,000.00
fuel..... gggf.pay .................................. 45 .000,00
Water.,..cveeeeencerosnenanaans Cesecncsctrasincnatanas 20.000,00
Dr1111ng Mud and Chem1ca15 .......................... 30.,000,00
Coring and Core AnalysSis.....ociuvieeinenenrienenann N/A
Cement and Cementing Service..........c..vvvvinenn., . 25.000.00
Mud LOGGINg....cirririeenivrerneeniecanancennonsonnne __..10.500.00
Electric LOGging. .. ..ccvveiienneeencaorntceasesanaans 20 .000.00
Drill Stem Tests_ 3 ...o.ieeeeaeircnceennnnanacoans K.,500.00
Drilling Overhead Costs...Two, (2), an.t.h.s ............. ___10,000.00
Geologist...... sescesassassnsescsasioarssccnsnsnna . 4,000.00
Engineer....civivierieereennseonsnsesonnnncceassnnns 4.000,00
Welder...oiceeiereecncnnnssaeencnansns Certsasaans ceene 800.00
Miscellaneous....... ceriasesassarsrtantenns trsecrena 50,000.00
TOTAL INTANGIBLE DRILLING COSTS $___ 978,500.00
TANGIBLE DRIL LINb COSTS
' of " Conductor Casing® /ft....
600 ' of 13 3/8 " Surface Casing® / ft..... 15,.480.00
song ' of_g 5/g" Intermediate Casing® Jft.. a1.250 00
Wellhead Equipment ....... ceesacerareans seeccatassaan
Sales TaX.e.eeeaenennann cencasns ceesteesraasioacanae_
MiscellaneouS....ceeeeeeacenne B T W T
TOTAL TANGISLE DRILLING COSTS § 116,730.00
Plugging and Cleanup Cost,....:}......; ............. 20,000.00
DRY HOLE COST . $ 1,121,030.00

& ¢




ESTIMATED AFE

[Continued]
INTANGIBLE COMPLETION COSTS
Cement and Cementing Service.......vevevvunene ceeenne $ 25,000.00
Well Service Unit__ 15 days @_gll_gper day....eovcinns, 31,500.00
Correlation og and perforating........eecovesnenenns. 10,500.00
Rental Tonls: BOP, packer, test tank, etc............ 5,000.00
ACTAIZING. s e et ieisseeenenarsrnsenns cesassas 30.,000.00
Fracturing..... Ceeseetiatantnrssenentisatesan eiseesae 38,000.00
Water hauling..i.ovveiiiinrieeennrrnenrennns seresrsans 1.,500.00
Roustabout Labor......... S hteseesseteceatetasoansanses 5.,000.00
Engineer............. tetietnencseaanas B . 10,00
MisCelTaneoUS . cuveevnrneniersionosnnnererancnsannannas 20.000.00

TOTAL INTANGIBLE COMPLETION COSTS

* TANGIBLE COMPLETION COSTS

13,500 F of 51 " Production Casing@ [ft...... 157 ,125.00
13,500 ' of 2 3/8" Tubinge FA £ PP 84,375.00
Cementing Equipment. . ..iiiiiiiersciiiiieniarvecanas 700.00
Guy Line Anchors....cieveivreenenneeaiorineecnennnns 40000
Wellhead Equipment.......ccceveeecencancnnnnn seseces . 11,500.00
Tank Battery and Flow Line............ccivivivnnn.... 25,000.00
Pumping Unit......civiinnririevnnernnennces Ceesaeeenns N/A

Sales Tax........ e eneesscesseecercaotasnnn teresesens — o _10.809.00
Miscellaneous......coeeviieienieeoreceecrenensoannnnns 20.,000.00

TOTAL TANGIBLE COMPLETION COSTS
" TOTAL COMPLETION COSTS

TOTAL WELL COSTS

Approved this day}of‘~ 19 Interest
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Docket do. 4-82

pDockets Nos. 6-82 and 7-82 are tentatively saet for February 17 and March 3, 1982. Applications for hearing
aust be filed at least 22 days in advance of hearing date.

DOCKET: COMMISSION HEARING -~ TUESDAY - FEBRUARY 2, 1982

OIl. CONSERVATION COMMISSTON - 9 A.M.
ROOM 205, STATE LAND OFFICE BUILDING
SANTA PE, NEW MEXICO

Thae following cases were 'contlnued fron the January 1ll, 1982, Cormission hearing:

CASE 7393: (UE NOYO)

Application of Uriah Exploration Incorporated for compulsiiy pooling, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Cisco,
anyon and Morrow forrations underlying the W/2 of Section 13, Township 22 South, Range 24 East,
to be dedicated to a well to be drilled at a standard location thereon. Also to be considered
will ba the cost of drilling and completing said well and the alleocation of the cost thereof as
wall ag actual operatring costs and charges for supervisicn, designation of applicant as operator
of the well, and a charge for risk involved in drilling said well.

Upon application of Supron Energy Corporation, this cage will be heard De Novo pursuant to
the provisions of Rule 1220.

CASE_7394: (DE NOVO)

Application of Supron Energy Corporation for an unorthodox gas well location, Eddy County, New Mexico.
Applicant, in the above-styled cause, seexs approval for ‘he unorthodox location of 3 Pennsylvanian
well to be drilled 467 feet frxom the North line and 1650 feet from the West line of Section 13, )
Townsaip 22 South, Range z4 East, the N/2 of said Section 13 to be dedicated to the well.

Upon application of Supron Enexgy Corporation, this case will be heard De Novo pursuant to
the provisions of Rule 1220.
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- -~ - 1,

v 9 A.M. - OXIL CONSERVATION DIVISION CONFERENCE
ROOM, STATE LAND OFFICE BUILDING, SANTA FE,
NEW MEXICO.

The following caszes will be heard before Daniel S. Nutter, Examiner, or Richard L. Stamets, Alternate Examiner:

CASE 7469: In the mattexr of the learing called by the 0il Conservation Division on its own motion to permit
H. M, Bauey & Associates, Commercial Union Insurance Coopany, and all other interested parties
to appear and show cause why the following wells on the H. M. Bailey Lease, Township 21 South,
Range 1 West, Dona Ana County, should not be plugged and akandoned in accordance with a Division-
approved plugging program: 1In Section 10: Nos. 9 in Unit A, 9, 11,12, and 12 in Unit B, 10 and
14 in Unit C; and No. 15 in Unit C of Section 9.

CASE 7470: . Application of Wayne Moore for a unit agreement, Eddy Ccunty, New Mexico.
Applicant, in the above-styled cause, seeks approval for tha Delaware River Unit Area, comprising
2,560 acres more or less, of State and fee lands in Township 26 South, Range 28 East.
CASE 7471: Application of Gulf 0il Corparation for a unit agreement. Tez County, New Mavice,
‘Appucant, in the above-styled cause, seeks approval for the South Lynch State Unit Area, comprising
1920 acres, more or less, of State lands in Township 21 South, Range 33 East.

CASE 7472: Application of Grace Petroleum Corporation for a unit agreement, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the Buffalo-Deep East Unit Area, comprising
2543 acres, more or less, of Federal and State lands in Townships 18 and 19 South, Range 33 East.

CASE 7462: (Contkinued from January 20, 1982, Examiner Hearing)

Application of Marathon 0il Company for downhole commingling, Lea County, MNew Mexico.

Applicant, in the above-styled cause, seeks approval for the downhole ‘commingling of the Drinkard
and Blinebry productmn in the wellbore of its C. J. Saunders Weil No. 3, located in Unit C of
Section 1, Township 22 outh, Range 36 East.” B
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CASE _7473:°

CASE  7453:

- CASE 7451:

CASE 7474:

CASE 7475:

CASE 7476:

CASE 7477:

CASE 7448:

Docket 5-82

Application of Inexco Oil Company fur pool creation. special pool rules and disccvery allowable
Lea County, New Mexico. Applicant, in the above-styled cause, secks the creation of a new oil
pool for its Lottie York Well No..1 located in Unit P of Section 14, Towaship 17 South, Range
37 gast, with special rules therefor, including provisions for 160-acre spacing. Applicant
further seeks the assigrnnment of 57,150 barrels of discovery allowable to said well,

{Continued and Readverticed)

Application of " T. D. Skelton for compulsory pooling, Lea County, New Mexico,

Applicant, in the above-styled cause, seeks an order pocoling all mineral interests in the Devonian
and Mississippian formations underlying the NE/4 NW/4 of Section 7, Township 12 South, Range 38
East, to be dedicated to the re-entry of an old well at a standard location thereon or to a new
well to be drilled at a standard location {f such re-entry is unsuccessful, Also to be considered
will be the cost of re-entering ant completing said well and the drilling of the new well, if
racessary, and the allocation of the cost thereof as well as actual operating costs and charges
for supervision, designation of applicont as operator of the well and a charge for risk involved
in re-entry and/or drilling said wells.

(Continued from January 20, 1982, Examiner Hearing}

Application of Yates Petroleum Corporation for compulsery pooling, Chaves County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests down through
the Abo formation underlying the SE/4 of Section 11, Townsuip 6 South, Range 25 East, to be
dedicated to a well to be drilled at a standard location th2reon. Also to ke considered will
be the cost of drilling and completing said well and the allocation of the cost thereof az well
as actual cperating costs and charges for siupervision, designation of applicant as operator of
the well and a charge for risk involved in drilling said well.

Applxcatxon of Union 0il Company of Caleornxa for compulsory poolxng, LeA County, New Mexico.
Applicant, in the ahovc-styled cause, seeks an order pooling all mineral interests in the Strawn,
Atoka and Morrow for:... . ,ns underlying the E/Z of Secticn 25, Townsghip 19 South, Range 33 East,

to be dedicated to 3 11 to te drilled at a standaré location therecn. Also to be considered
will be the cost of ¢riliing and completing said well and the allccation of the cost thereof

as well as actual operating coste and charges for supervision, designation of applicant as operator
of the well, and a charge for risk involved in.3rilling said well. -

Application of C & K Petroleum, Inc. for compulsory pooling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Casey-
Strawn Pool underlying the E/2 SE/4 of Section 28, Township 16 South, Range 37 East, to be dedi-~
cated to a well to be drilled at a standard lccation thercon. Also to be considered will be the
cost of drilling and completing said well and tihe allocation of the cost thereof as well as actual
operzting costs and charges for supervision, designation of applicant as operator of the well,

and a charge for risk involved in drilling said well.

Application of Jack J. Grynberg for compulsory pooling, Chaves County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral. interests down through

and including thé Abo formation, underlying two 16C-acre gas spacing wniis, being the NE/4 and

SE/4, respectively, of Section 12, Township 5 South, Range 24 East, each to be dedicated to a

well to be drilled at a standard location thereon. Also to be considered will be the cost of
drilling and-corpleting said wells and the allccation of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as opezator of the wells and a chazge

for risk ;nvolved in drillzng said wells.

Applxcation of Jack J. Grynberg for compulsory pooling, Chaves County, New Mexico.

. Applicant, in. the above-~styled cause, seeks an order pooling all mineral interests down trrcugh

and including the Abo formation, underlying the NE/4 of Section 30, Township 6 South, Range 25

East, to be dedicated to a well to be drilled at a standard location thereon. Also to be considered
will be the cost of drilling and completing said well and the allocation of the cost thereof as well
as actual operating costs and charges for supervision, designation of applicant as operator of the
well and a charge for risk invelved in drilling said well.

{Continued and Readvertisad)

Application of Energy Reserves Group, Inc. for creation of avneé associated pool and special pool
rules, Roosevelt County, New Mexico. Applicant, in the above-styled cause,seeks the creation of
a new associated pool to be designated the South Peterson Penn Assocjated Pool, comprisxng the NW/4
of Section 30, Township S South, Range 33 East, the $/2 of Section 11, the S/2 of Section 12, and
the N/2 of Section 13, Towrship 6 South, Range 33 East. Applicant furtlier seeks the establishment

", of special pool rules including 40-acre spacing units for oil wells and 320-acre spacing units for

gas wells and a 4000 to one gas-oil ratio limitotion.
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- CASE 7478: . Application of Julian Ard for compilsory pooling and an unorthodox location, Lea County, New Mexico.

Applicant, in the above-styled cause, seeke an order pooling all mineral interests in the Morrow
formation undexlying the =/2 of Scction 23, Township 20 South, Range 33 East, to kc dedicated to

a well to be drilled at an uncrthodox location 1980 feet from the North line and 2310 feet from

the tast lire of said Section 23, Also to be considered will be the cost of drilling and completing
said well and the allocation of the cost thercof as well as actual operating costs and charges for
supervision, designation of applicant as operator of the well, and a charge for risk involved in

drilling said well.
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State of New-Mexico 0il Conservation Division
P. 0. Box 2088
Santa Fe, New Mexico 87501

Attention: Mr. Dan Nutter

RE: REQUEST FOR HEARING FOR
FORCE POOLING ORDER.
E/2 SEC. 23, T20S, R33E,
LEA .COUNTY, NEW MEXICO
KGS LEASE NN 29704

‘Gentlemen:

Pursuant our conversation of this date I herewith request that
our name be placed on the docket for a hearing February 3, 1982
concerning our request for a force pooling order of the above
captioned lands. Ve intend to drill a Morrow test at a location
1980" FNL and 2310' FEL of said Section 23 and intend to pool all
of the E/2.

The operator for this test wili be Julian Ard, P. 0. Box ]7360,
Fort Worth, Texas 76102.

Should you regiire additional information please do not hesitate to
call me at vour earliest opportunity.

Youys vep& tru]y_4 ,/) ‘) //
[ WM/?ZL// ')ﬁ/
Dan1e1 F. Secker
DFS/ir

cc: Mr. Jdulian Ard
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STATE OF NEW MEXICO
ENERGY AND MINFRALS DEPARTMENT

f) LAARTAATITY
N }L AN, l\\(t&.i |\II‘5 ll) ./ lﬁ]\ll‘d

N THE MATTER OYF THE HEARTNG
CALLED BY THE OII. CONSERVATION
DIVISION FOR THF PURIGSE OF
CONSIDERTNG:

CASE NO. 7478
order No. R- 46905

APPLICATION OF JULIAN ARD FOR
COMPUI.SORY POOLING AND AN UNORTHODOX

LOCATION, LEA COUNTY, NEW MEXICO. *
ORDER OF THE mvxsxow( J Mg
4

BY THE DIVISION:

Thi¢ cause came on for hearing at 9 a.m. on February 3,
1982, at Santa PFe, New Mexico, before Examiner Daniel 8.
Nutter.

NOW, on this day of Februarv, 1982, the Division
Director, having considered the testimony, the record, and the
recommendaticns of the Examiner, and being fully adv1sed in the
premises,

FINDS:

(1} That due public notice having beenygiveﬁ as required
by law, the Division has jurisdiction of thig cause and the
subject matter thereof.

(2) That the applicant, Julian Ard, seeks an order
pooling all mineral interests in the Morrow formation
underlying “the E/2 of Section 23, Township 20 South, Range 33
East, NMPM, Lea Countyv, New Mexico,

“(3) That the applicant has the right to drill and
proposes to drill a well at an unorthodox location 1980 feet
from the North line and 2310 feet from the East line of said
Section 23.

(4) That ther: are interest owners in the proposed

proration unit who have not agreed to pool their interests.

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

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

interest in said unit the opportunity to recover or receive

‘without unnecessary expense his just and fair- share of the gas

in said pool, the subject application should be apoproved by
pooling all mineral 1n+erests, whatever they may be, within




sa31d unit.,

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

(7} That any non~consenting working interest owner should
be afforded the opportunitv to pay his share of estimated vwell
costs to the operator in lieu of paying his share of reasonable
well costs out of productioen.

(8) That any non-consenting working interest owner who
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable wel} costs
plus an additional Z209® percent thereof as a
reasonsble charge for the risk involved in the drilling of the
well, p'ﬂﬂv"é&& Wewsbwer yfnat with respect to the NE/ANEM”of said

Section 23, any working interest owner who has not
consented to voluntary pooling by reason of an appeal
(filed Aungust 24, 1981) before the Board of Land Appeals
of the Department of Interior should be afforded an
opportunity to pay his share of reasonable estimated or
actual well costs in lieu of paying his share of such
costs out of production following resolution of said
appeal.

(9) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection.

(10) That following Jdetermination of 7reasonable well
costs, any non-congenting werking interest cwner who has paid
his share of estimated costs should pay to the operator any
amount that reasonasble well costs exceed estimated well costs
and should@ receive from the operator any amount that paid
estimated well costs exceed reasonable well costs. ‘

(1])}]} That $ DSOP.00 per month while drilling and
$ . L ~per month . while producing should be
fixed as reasonable charges for supervision (combined fixed
rates); that the operator should be authorized to withhold from
production the proportionate share of such supervision charges
attributable to each non-consenting working interest, and in
addition thereto, the operator should be authorized to withhold
from production the proportionate share of actual expenditures
required for operating the subject well, not in excess of what
are reasonable, attributable to each non-consenting working
interest. '

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

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

dedicsted on or before _June |, 1982 _, the. order
pooling said unit should become null and void and of nc effect

whatsoever..

IT IS THEREFORE ORDERED:

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




the Morrow formation underlying the E/2 of Section 23, 7Township
20 South, Range 33 TFast, NMPM, T.ea County, DNew Mexico, are
hereby pooled to form a standard DL ®  -acre gas spacing
and proration unit to be dedicated to a well to be drilled at
an unorthodox location 1980 feet from the WNorth line and 2310
feet from the Rast line of said Section 23,

PROVIDED HOWEVER, that the oporator of gaid unit shall
commence the dn]llng of said well on or before the :é'u’?"
day of .J'wn& , 1982, and shall thereafter continue
the drilling of said well with due diligence to a depth

sufficient to test the Morrow formation;

PROVIDFED FURTHER, that in the event said operator d es not
comirence  the érilling of said well on or befors the _5:_)"
day of Jné , 1982, Order (1) of this order sha11~
be null and void and of nro effect whatsoever, unless said
operator obtains a time extension from the Division for good
cause shown.

PROVIDED FURTHER, that should said well not be drilled to
completion, or abhandonment, within 120 days after commencement
thereot, sald cperator shall appear before the Division
Director and show cause why Order (1) of this order should not
be rescinded.

(2) That Julian Ard is hereby designated the operator of
the subject well and unit. o

(3) That aftexr the effective date of this: order and
within 90 days prior to commencing said well, the operator
shall furnish the Division and each known working interest
owner in the subject unit an itemized schedule of  estimated
well costs.

(4} That within 30 drys from the date the schcdule 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 ownexr who pays his share of estimated well costs as
provided above shall rendin liable for operatlng costs but
shall not be liable for risk charges, grevided hewsesrern,

e ¢hat with respect to the NE/4NE/4 of
Section 23, any non-consenting working interest owner
may, within thirty (30) days following resolution of
an appeal (filed August 24, 1981) before the Board of
Land Appeals of the Department of Interior, pay his pro-
portionate share of estimated or actual well costs, and
nothing herein shall be construed to prevent or hinder
any agreement or arrangement between the operator and
‘any such work1ng~1nterest owner respecting payment,
escrow, or other provision for accounting of said

proportionate share.
(5) That the operator shall furnish the Division and each

known worklng 1nterest owner an itemized schedule of actuai -
well costs ‘ within® 90 days following completion of the well;
that if no objection to the actual:rwell costs is received by
the Division and the Division has not objected within 45 days
following receipt of said schedule, the actual well costs shall
be the reasonable well- costs; provided however, that if there
is an objection to actual well costs within said 45-day period
the Division will determine reasonable well costs after publ:Lc

notice and hearing.




(6) That within 60 dJdays following determination of
reasonable well costs, any non-consenting working interest
~owner who has paid his share of estimated costs in advance as
provided above shall pay to the operator his pro rata share of
the amount that reascnable well costs exceed estimated well
costs and shall receive from the operator his pro rata share of
thet amouint that estimated well costs exceed reasonable well
costs. /

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

(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 davs from the date the schedule of
estimated well costs is furnished to him.

{R) As a charge for the risk involved in the
drilling of the well,
percent  of the pPro rata share of
reasonable well costs attributable tc each
non-consenting working interest owner who
has not paid hic charc of estimated weil
costs within 30 days from the date the
schedule of estimmated well <costs is
furnished to him or, with respect to the NE/4NE/4 of Sectlon 23\

within thirty (30) days from the date of resolution of
the appeal (filed August 24, 1981) before the Board of
Land Appeals of the Department »f Interiors 4
(8) That the operator shall distribute said costs and R
chargeit  withheld from productlon to the parties who advanced

the w=11 ' costs.

li‘ oy

(9) That $ 83500.00 ~ 'per month while drillihg and
$_§fo.oo per month while prcducing are hereby fixed
as reasonable charges for supervision (combined fixed rates),
that the operator is hereby authorized to withhold from
production the proportiocnate share of such supervision charges
attributable to each non- consentlng working interest, and in
addition thereto, the operator is hereby authorized to w1thhold
from production the proportionate share of actual expenditures
required for operating such well, not in excess of what are
reasonable, attributable to each non-consenting working

interest.

(10) That any unsevered mineral interest shall Dbe
considered a seven-eighths (7/8) working interest and a
one-eighth (1/8) royalty interest for the purpose of allocatlng
costs and charges under the terms «f this order. :

. {11) That any well costs or charges which are to be paid
out of . productlor- shall be withheld only: from " the working
interest's share of production, and no costs ‘or charges shall
be withheld from productlon attributable to royalty interests.

R
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{12) That @ll proceeds from production from the subject
well which are not dishursed for any reason shall immediately
he placcd in cscrow in Lea County, New Hexico, to be paid to
the true owner thereof upon demand and proof of ownership; that

‘the operator shall notify the Division of the name and address

of said escrow agent within 30 days from the date of first
deposit with said escrow agent.

(13} That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem
necessary.

DONE at Santa Fe, New Mexico, on the dav and vear
hereinabove designated.

STATE OF NEW MEXICO ;
OIL CONSERVATION DIVISION

JOE D. RAMEY,
Director

SEAL
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KELLAHIN AND KELLAIIN
Attorneys ar Law

Jason Kellahin E) Patio, 117 Gaadalupe Telephone (508) 982-428%
W, Thomas Kellahin Post Office Box 1769 i )
Kuren Aubrey Santa Fe, New Mexico 87501 o
James B. Grant ; Y
July 23, 1982 J ,
"K
Fire ‘ ; . i
Mr. Joe D. Ramey f" E "HAND DELIVERED
" OTL CONSERVATION DIVISION
Post Office Box 2088,
Santa Fe, New Mexico 87501 P
1y f“,! ;;};!
Re: Division Case 7478 ;5. )
Order R-6903 pr JUuL 231982
A s

Applicant: Julian Ard
Compulsory Pooling Case

Dear Mr. Ramcy:

On behalf of Nortex Gas & Oil Company, we hereby
apply to the New Mexico 0il Conservation Division for
an amendment to Division Order R-6903 as follows:

On Paragraph (4) Page 4, of the Order, by deleting
the words: .

"following resolution of an appeal

(filed August 24, 1981) before the .
Board of Land Appeals of the ’
Department of Interior,”"...."

and by substituting the words:

"following final adjudication or
settlement, which ever comes sooner,

of the disputed ownership of the o0il
and gas minerals underlying the subject
tract,"..."

Nortex Gas & 0il Company states the following as
justification for its request.

1. That the NE/4NE/4 of Section 23, included as part
of the proration unit subject to the referenced compulsory
pooling order, is subject to a federal oil and gacs lease which
has been assigned to Nortex 0il & Gas Company.

p




Mr. Joe .D. Ramey

011, CONSERVATION DIVISION
July 23, 1982

Page Two -

2. The BLM approved assignment was contested and
resulted in an appeal to the Board of Land Appeals of the
Department cf Interior as recited in Division Order R~6903.

3. That a final resolution was entered by the Board
of Land Appeals on June 24, 1982, which failed to resolve
the question of ownership of the minerals underlying this tract.

4. Nortex Gas & 0il Company desires to participate in
the subject well to be drilled pursuant to Division GCrder R-6903
but is unable to do so until the ownerxship of this tract has
bzen finally adjudicated or settled.

5. As setforth in the transcript of the Division Hearing
in Case 7478, it was anticipated that the Board of Land Appeals
decision would result in a resolution of the ownership of the
working interest for this tract and thus allow the prevailing
party to elect to participate in the subject well.

6. Based upon the assumption setforth in paragraph
3 above, PDivision Order R-6903 setforth a method to allow
the prevailing non-consenting working interest owner to make
an election concerning participation in this well.

7. However, the Board of Land Appeals Decision entered
on June 24, 1982, failed to resolve the question of cwnership
of the working interest underlying this tract and compels
those interest owners to seck an adjudication of this issue
in the District Court.

‘Accordingly, we would appreciate the Division Order
being amended as requested.

W. Tho Kellahin

WTK/rb

cc: 'Mr. Robert Bledso, Esqg.
Mr. Ernie Padilla, Esqg.
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
3 February 1982

EXAMINER HEARING

IN THE MATTER OF:

Application of Julian Ard for

compulsory pooling and unortho- CASE
dox location, Lea County, New 7478
Mexico.

‘BEF(‘)ﬁE‘;Y Daniel §. Nutter -

TRANSCRIPT G {IEARING

APPEARANCES

For the 0il Conservation
Division:

For the Appliéaht :

W. Perry Pearce, Esq.

Legal Counsel to the Division
State Land Office Bldg.

Santa Fe, New Mexico 87501

Ernest L. Padilla, Esq.

P. O. Box 2523
Santa Fe, New Mexico 87501
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I NDEKX

DANTFY, F. SECKER

Direct Examination by Mr. Padilla

EXHTIBITS

Applicant Exhibit One, Application
Applicant Exhibit Two, Plat
Applicant Exhibit Three, Plat

Applicant Exhibit Four, AFE
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. being called as a witness and being duly sworn upon his ocath,}

MR. NUTTER: We'll call next Case Number
7478.

MR. PEARCE: Application of Julian Ard
for compulsory pooling and an unorthodox location, Lea
County, New Mexico.

MR. PADILLA: Mr. Examiner, Ernest L.
Padilla, Santa Fe, New Mexico, for the applicant in this
case.

I have one witness who needs to be

sworn.
(Witness sworn;)
DANIEL ¥. SECKER
testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. PADILLA: ‘
Q. Mr. Secker, for the record woula you
please state your name and where you reside?
" A My name is Daniél F. Secker and I re-
siée in Midland, Texas.

194

Q. » How dc. you spell your last name, Mr.
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Secker?
A, §~L~C-K~E-R.
Q. Mr, Secker, what 1is yohr connection with
Julian ard, the applicant in this case?
A. I'm representing Julian Ard as a landman
0. Mr. Secker, would you tell us what your
educational background and work experience in the o0il and gas
industry is?
A I received a BA degree from the Citadel,
a military college of South Carolina, in political science
and pre-law.
I've bcen involved .in the oil and gas
industry since 1970 as a landman for Atlantic Richfield, as
a District Landman for Southland Royalty Company, and I have
been an independent landman for the past six y=2ars.
I'm a certified petroleum landman.
0 ‘ Mr. Secker, are you familiar with the
purpose of today's hearing?
A. Yes, sir, with the unorthodox location
as well as compulsory pooling.
MR. PADILLA: Mr. Examiner, are the wit-
ness'wquélifications as an expert landman acceptable?

MR. NUTTER: Yes, they are.

Q Mr. Secker, would you tell us what the -
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is our applicai:ion for the drilling of a 13,000 foot Morrow

‘test at the location previously stated.

term lease, is that correct?

()

what the nature of today's hearing is? What does the appli-
cant seek with this case?

A. We're asking for an unorthodox location
for a 13,500 F-ot Morrow test, to be located 1980 feet from
the‘ north lina, 2310 feet from the east line of Section 23,
Township 26 South, Range 33 East.

We're also asking for compulsory pooling
for a 320-acre drilling unit to be comprised of the east
half of Section 23.

0. Mr. Secker, let me hand you what has
been marked as Exhibit Number One. Would you plcase tell us
what it is and what i£ cc‘:ﬂ‘ntains?

A Exnibit One is an application with the

Department of the Interior, application to drill, and this

0. Mr. Seckér, does that indicate a spud
date for the proposed well?

A The date, I don't believe is on this
particular exhibit; however, we have a KGS lease. It ex-
pires .March the 1st of 1983 and we anticipate the drilling
of the well over the expiration date. ”

Q So in other words, you have a short
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“Julian Ard will participate with his percentage; Ed Hudson

will paiticipate with his ‘percentage.

A Yes, we do.

0. Now, Mr., Secker, 1 hand you what has
been marked as Exhibit Number Two. Would you tell us now whalt
that is ana what it contains?

A, Exhibit Two is a location plat filed
with the State of New Mexico that shows the location éiso
previously submitted that also names Julian Ard, the person
whom I represent, to be the operator.

Q What -~ what‘acreage would be dedicated
to the well(? |

A The acreage dedicated would be 320
acres comprised of all of the east half of Section 23.

a OF  +hat SZFeége, which is controlled by
whatever means by the aéplicant, Julian Ard?

A 280 acres out of the 320 is controlled
by Julian 2:.d, either by farmout or ownérship.

I might state at this Lime that the
280 acres is owned jointly by Supron, who owns 80 percent;
Julian Ard, 10 percent; Ed Hudson, 10 percent.
) Supron, who ig currently the operator,

is farming out to Julian Ard for the drilling of the test.

We have filed, or we're currently gettinF
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2 executioﬁ today _of a designation of operator from Supron,

3 naming Julian Ard 'as operator of the test wall,

4 : MR. NUTTER: Did you say Supron is

5 farming out to Ard?

6 A, Yes.

7 ’MR. NUTTER: “then he will control, in-
8 cluding the farmout, 90 percent (;f the 280 acres?

9 A Yes, sir.

10 MR. NUTTER: Okay, how about the other
11 remaining 407

12 | A. The other remaining 40 is owned by

13 Mortex 0Oil Comparny,’ 0il and Gas Com‘bany( 1 belieye, out of

14 Midland.

15 MR. NUTTER: TIs that a divided or un-

16 divided interest in the 320?

17 A The ownership of Mortex?

18 | MR. NUTTER: Yes, sir.

19 A. It's divided interest. They own --

20 4 MR. NUTTER: And where is it?

21 A It's the northeast quarter of the north-
22 éast qﬁarter.

23 MR. NUTTER: Okay.

24 A The lease, if I might e»‘i"aborate, was

25 drawn uridéf simultaneous filing in March of 1980, and there
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has been subsequently assigned to Nortex 0il Company of Mid-
land full ownership of the lease.

There has been an appeal filed on that
lease. In checking with the BLM they have relayed to me that
the title is in Nortex,

I have discussed with Nortex the cdmﬁun~
itizatlion of their lease into our unit and they have relayed
to me that they would participate in the well if it were not
for the appea being filed on the lease, and as such, they
would pay their proportionate share of the well cost.

They have indicated to me that they
would be willing to execute a letter agreement stating that
they will pay their well cost subject to the removal of the
appeal.

MR. NUTTER: ‘Okay. Now your little
plat here, Exhibit Three, which we havénft golt to yet, shows
Energy Group of America owhing that 40 acres.

A Yes, sit. That's where the appeal comes
forth.

Apparently, as 1 understaﬁd the case, 1
am nét fully cognizant of all of the fa§£s regarding the
appeal, but my understanding is that the lease was burqhased

by ‘@ gentleman, I believe, by the name of Gorden C. McDonough|,

from the winners of the simultaneous filing. He at that time|
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and I understand this was back sometime in 1280, he sold the
leéase (o Felrolaum Resourcas. |
Apparently betroleum Resources was under
review by the BLM,kand I'm not certain what the situation
was. 1 understand it was possibiy a sole interest. I've
forgotten exactly what the terminclogy is, but it was sole
party in interest examination, I think, that they were under,
They requested that the assignment into

them be withdrawn, which it was.

McDonough sold the lease to Nortex under an assignment, and
the assignment was apprqved‘by the BLM.

It's my uﬁderstanding that the appeal
is filed by Petro Resources.

That's my familiarity with thatiparti—
cular situation.

MR. NUTTER: You don't mean Petro Re-
sourcés, you mean Energy Group of America.

A I'm not quite certain. The map shows

Energy Group of America. Talking with the BLM they tell ‘me

that it's Petro Resources.

There was also at one time a letter on
file with the BLM concerning Getty 0il Company, which was

‘also withdrawn.
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2 and I understand this was back sometime in 1980, he sold the
3. lease to Pelroleum Resources.

4 4 Apparently Petroleum Resources was undex
5 review by the BLM, and I'm not c¢ertain what the situaticon

6 was. I understand it was possibli; a sole interest. I've

7 forgotten exactly what the terminology is, but 1t was sole

8 party in interest examination, I think, that they were under.
9 They requested that the assignment into ‘
10 them be withdrawn, which it wés N I |
11 Then it's my uhderstanding that Gordon
12 McDonoﬁg’h gold the lease to Nortex under an assignment, and
13 the assignment was approved By‘ the BLM.

14 It's my understanding ‘that the appeal

15 is filed by Petro Resources.

16 That's my familiarity with that parti-
17 cular situation.

18 , MR. NUTTER: You don't mean Petro. . Re-
19 sources, you mean Enérgy Group of America.

20 A. I'm not quite certain, The map shows

21 ”Energy Group of America. Talking with the BLM they tell me
2 that it's Petro Resources.

23 There was also at one time a letter on
24 " file with the 'BL.I;II concerning Getty 0il Company, which was

25 ‘also withdrawn.
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50 f'm afraid I can't ariswer your ques-
tion.

MR. NUTTER: But this ~-- this agsignment
either Energy Group of America or to Petro Resources, and
also to Nortex, was made by McDonough, who wasn't the origina
recipient of the lease in the drawing. He bought it from the
original recipient.

A. That's my understanding, and that may
not be correct.

MR. NUTTER: Now do you know if that
original recipient, do vou know his name?

A. No, sir, I don't.

MR. NUTTER: And does hé carry any
override into this thing, or anything?

A I would presume that he does but I'm
not familiar with it,

MR. NUTTER: I think somewhere along the
line in this record we're going to have to have the names’
of everybody who is concerned with this.

A. According to the BLM, the owrer of the
léase is Nortex. Az to any overrides that may gxist, I'm
not familiar with them, -

Q Mr. Secker, nonetheless, the BLM takes

the position that there is a lease on the acres, is that cor-
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1 ’ 11
; 2 rect?
K] \ A. Yes.
' 4 0. and covers the northeast quarter of the
: 5 northeast quarter of 23. 1Is that alsc correct?
6 A. JThat’s correct.
7 MR. DPADILLA: Mr. Examiner, I think we
8 can try to get you that information as quickly as possible
9 following the hearing.
10 MR. WNUTTER: Okay.
11 0. Mx . Secker, Julian Ard, you've indicated
12 has been designated the operator by the other working interesfts
13 . in the area?
14 A. That is correct.
15 Q. And desires to be the working interest —-
16 or the operator under an order issued by the Oii Conse£vatio’n "
17 Division?
18 a. " That is correct.
19 0. Mr. Secker, as to the unorthodox portion
20 of the case, would you tell us something about that? Why
21 was that ‘'well location chosen instead of a standard location?
2 A. " According to the geology, that éppears
23 to be the optimum locétion for a Morrow test, according to
24 the geologist that prepéred the inform’étion.(
K 25 Q. Now looking at the Exhibit Nurﬁbe‘r Three,

r




would you tell us where any other Horrow wells are tocated
in the area that you knmw‘uf?

A, On Exbiblt Threeo the nearcst producing
Morrow well is to the north, and 7 belicve iL's off of your
map, and ny Information states 1hat that would be the Grace
Petroleam Smith Ranah Federal, vhich is located in the south-
vest guarter -~ I'm sorry, in Lhe northwest quarter of Scctior
11,

MY undaernianding aiso is that there is
an abamioned Horrow producst, which does show on your map,
‘which appoars in the portheast quarter of the northwest quar-
ter of Section 14, heing labeled thoere as_the ARCO Arc. Thaf
ig abandoned in the Morrow, sa bo wmy undervstanding.

othor wells in the area that were taken
down to the Morrow, Lo thoe cast approXimately a mile and
three-quartoers from our location is the Cities Service-—-
it's the Citios Servicoe Government something --'and it was
carrviad to a depth of 15,187, [t was dry in ‘the Morrow.

To the north -~ I'm sorry, to the south-
wugt of our location is the Amoco 1-Y, located in Section 27,
which | brli@vé was dryxin the Morrow but was an Atoka dis-
covary,

Qo Now, Mr. Secker, have you -- do you know

of any communications between the applicant and the operator
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to the west in the west half of Section 23 concerning the
unorthodox location?

A. Yes, I do. There were negotiations be-
tween Mr. Julian Ard and the Bass Company out of Ft, Worth,
who owns acreage immediately to the west, |

We had initially contacted them for the
formation of a drilling unit that would be comprised of all
of Section 23. They at that time elected not to ecither part-
icipate in a well with us or farm out to us for the Morrow
test.,

They aid, however, offer $2.00 a foot
dry hole money for our tesﬁ, test well over in the east half
of Section 23.

0. A test at the location where you propose
to drill the well, is that --

A. Yes, I believe that to be correct.

These negotiations were carried on by Mr. Ard in Ft. Worth.

Q. Mr. Secker, let me hand you now what has
beeﬁ marked as Exhibit Number Four. Would you tell us what
that is and what it contains?

A, Exhibit Number Four is an AFE for the
drilling of the subject well, wherein we have a total dry
hole cost for the 13,500 foot Morrow well of being $1,121,030

Completed cost of the well, $1,607,499.
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0. ‘Do you have any figures as to the over-

head production costs for a drilling and a completed well?

A, In the operating agreement that we inten

to use should this be force pooled, or compulsory pooled,
we anticipate using a drilling well rate of $3500 and a pro-
ducing well rate of $350, which I believe is well within the

industry average. If anryvthning, it's probably below.

Q. Mr. Secker, do you have anything else
in support ~- to say in support of this application?
A, The only remarks that I have, as far as

the compﬁlsory unit, would be my discussions that i héve
relayed earlier in my testimony, as to the positidn that
Nortex would take, wherein they said that‘they would be in~
terested in participating with a well, paying their propor-
tionate share, if it were not for the appeal that is now on
record with the BLM.

Q ‘Do you have a drilling committed to
commence a well prior to termination of your lease?

A Yes, we do.

0 And when would you propose to start
drilling? I think you've already mentioned £hat.

A ‘Yés, we propose drilling the wéll on
or befére the expiration of our lease, which is March the

I'st of '8l.

Yol
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would be happy to ask a question, which I forgot to ask him.

. carrying the interest of the northeast quarter —-- the north-

15
0 Assuming that we can get the information
that the Examiner regquires or has alerted us to, d¢ you re-
guest early consideration of this application so that you may
proceed with the drilling?
A. Yes, by all means;
MR. PADILLA: Mr. Examincr, I have no-
thing else and we offer Exhibits One through Four.
MR. NUTTER: Exhibits One through Four
will be admitted in evidence.
Now, Mr. Padilla, you haven't presented
any testimony here today relative to any risk factor.

You're not seeking a risk factor, I
MR. PADILLA: We are, Mr. Examiner. I

Mr . Secker, in light of the location of

(0]

the well, and the depth of the well, what information can

you éive us concerning the risk factor as a penalty for

east quarter northeast quarter?

MR. SECKER: 1In view of the geologic

data that we have presented --

MR. NUTTER: You haven't presented any

geologic data. )
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MR. SECKER: The geologic discussion as
to proximity of wells,

MR. NUTTER: 'That's not geology;‘that's
geography.

MR. SECKER: Well, geogravhy, then, if
you please. It is rank wildcat. We feel that a penalty
provision of 200 percent would be more than adequate.

MR. NUTTER: Now, have any arrangements

been made, you said that Nortex had said they would be willing

to participate were it not for this appeal of the title,
have they indicated ahything ébout being willing to put up
the money in advance, assuming that. they're going to get the
title and then have it rebated back to them if they don't
get the title?

A They have discussged that. We haven't
gone into depth on it.

MR. NUTTER: And that wouldn't be sub-

ject to any penalty, would;it?

A That's right. If a penalty were imposed,

I think that probably a 200 percent penalty would be more thap

adequate; however, should Nortex elect to go under a letter
agreement with us and escrow the monies as to their propor-
tionate share, we would have no objection.

'MR. NUTTER: And they are an operating
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company, are they not?’

A qu, sir, they are.

MR. NUTTER: They have some money in the
bank, presumably.

A. Yes, sir. My understanding is that they
are a division of Northern Natural Gas.

MR. NUTTER: 1 see,

MR. PADILLA:~ Mr. Examiner, maybke I
could ask one morebquestinn.

Mr. Secker, the BLM at this point cannot
approve a communitization égreement, is that cérrect, invoivi]
Nortex and Julian Ard?

A. Well -~

MR. PADILLA: Because ofkthe contest of
the lease?

A. Well, Norter will not execute thé com~
munitization agreement until the appeal is settled. That's
why we asked for a compulsory pooling.

We are interested in expediting this
inasmuch as we have early lease expiration.

And in discussing the matter with Nortex
we have mentioned to them that we would like to pool it underx
a reéular communitization agreement, if possible,

They relayed to us their problem with

P9
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the appeal. Therefor we chose to go before the board.
MR. NUTTER: Okay, off the record a
minute, Sally.
(There followed a discussion

off the record.)

MR. NUTTBR: Okay, back on the record.
Mr. Padilla, in light of the testimony here today regarding
Nortex and the possibility that they may participate and the
possibiliﬂty of a letter agreement excrowing their share of
drilling coéts, Q’ul_d it be reasonable for an order entered
by the Division to make special provision for Nortex in the
event that they should participate in a nonparticipating
manner that we just discussed?

MR. PADILLA: Ve think that would be
reasonable, f-lr. Examiner.

MR. NUTTER: Mr. Padilla, could you »pre-

pare paragraphs for the compulsory pooling order that we

could insert in such an order?

MR. PADILLA: Yes, sir, I can.
MR. NUTTER: Okay.
Mr. Secker, I notice -- now you stated

that the reason the well was being d’rill’ed' at a location 1980
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and 2310 was because of geological purposes; however, 1 look
at your Exhibit Three and it looks like there's a dry hole
drilled right at the site where a standard location would be
in that 40-acre tract, isn't there?

A Yes, sir, there's a shallow location
there.

MR. NUTTER: So you'd have to move off
thal, iwaybe wove to the west of it.

. . Yes, sir. From what 1 understand in
discuésing the matter with our geologist, the optimuﬁ locatio
would be west of that old dry hole; therefor, we're asking
for -~

MR. NUTTER: Since they had to move,
they moved to the west.

A Yes, sir.

MR. NUTTER: Okay. Are there any fur-
ther guestions of Mr. Sécker? He may be excusedqd.

Do you have anytﬁing further, Mr. Padill

MR. PADILLA: Nothing further.

MR. NUTTER: Does anyone have anything
they wish to offer in Case Numbexr 74787?

We'll take the case under advisement
and the hearing is adjourned.

(Hearing concluded.)
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by me tc the bast of my abilitv,

TN R IO
A o o ; }“«j T :?é{?é?
LTy Pty -

Framiner

NN T T
Counservation rvision

A R




STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT -

(4

i 2 / ‘/ . ai'

%’“ y ONl. CONSERVATION DIVISION

BRUCE KING POST OFFICE BOX POUB
GOVERNOR STATE LAND OFFICE BUILUIKG

SANTA FE NEW MEXICO 07001

LARRY \KEHOF. 1505) 6827.2434

SICAE1ARY February 15, 1942

- 3 7478
Re: CASE NO. i
Mr. Ernest L. Padilla ORDER NO T=8903F—
Attorney at Law
P, 0. Box 2523
Santa Fo, New Mexico 87502 Applicant:

Julian Ard

Dear Sir:

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

7~ 30E D. RAMEY
4/ Director 2

JDR/fad

Copy of order also sent to:
Hobbs OCD X

Artesia OCD X

Aztec OCD

Other
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STATE OF NEW MEXICO
ENERCY ANMD MINEPALS DEPARTMEMT

OI1L. CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

DIVISION FOR THE PURPOSE QOF ’
CONSIDERING:

CASE NO, 7478
Ordexr No. R~6903

APPLICATION OF JULIAN ARD FOR.
COMPULSORY POOLING AND AN UNORTHODOX
LOCATION, LEA COUNTY, NEW MEXICO,

ORDER OF THE DIVISION

" This cause came on for hearing at 9 a.m. on February 3,
1982, at Santa Fe, New Mexico, before Examiner Daniel S, Nutter,

NOW, on this__15th day of February, 1982, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the

 premises,

FINDS:

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

(2) That the épplicant, Julian Ard, seeks an order pooling
all mineral interests in the Morrow formation underlying the E/2
of Section 23, Township 20 South, Range 33 East, NMPM, lLea
County, New Mexico.

(3) That the applicant has the right to drill and proposes
to drill a well at an unorthodox location 1980 .feet from the
North line and 2310 feet from the East line of said Section 23,

(4) That there are 1nterest owners in the proposed
proration unit who have not agreed to pocl their 1nterests.

{5) That to avoid the dr1111ng of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, w1th1n said

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

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

(8) That any non-consenting working interest owner who
does not pay his share of estimated well costs should have
- withheld from production his share of ‘the reasonable well costs
plus an additional 200 percent thereof as a reasonable charge
for the risk involved in the drilling of the well, provided
however, that with respect to the NE/4 NE/4 of said Section 23,
‘any working interest owner who has not consented to voluntary
" pooling by reason of an appeal ({iled August 24, 1981) before
the Board of Land Appeals of the Department of Interior should
be afforded an opportunity to pay his share of reasonable
estimated or actual well costs in lieu of paying his share of
"such costs out of production following resolution of said
appeal.

(9) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
"costs in the absence of such objection.

{10) That following determination of reasonahle well costs,

(2

"any non-consenting working interest owner who has paid his share

- of estimated costs should pay to the operator any amcnnt that
reasonable well costs exceed estimated well costs and should
"receive from the operator any amount that paid estimated well
costs exceed reasonable well costs.

_ (11) That $3500.00 per month while drilling and $350.00 per
- month whilw producing should be fixed as reasonablie charges for
- supervision (combined fixed rates); that the operator should be

. authorized to withhold from production the proportionate share

of such supervision charges attributable to each non-consenting

working interest, and in addition thereto, the operator should
be authorized to withhold from production the proportionate
share of actual expenditures required for operating the subject
" well, not in excess of what are reasonable, attributable to each
- non-consenting working interest.

, (12) That all proceeds from production from the;subject
well :which are not. 'disbursed for any reason should be placed in

escrow to be paid to the true owner thereof upon demand and

proof of ownership.
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(13) That upon the failure of the operator of said pooled
unic to commence drilling of the well to which said unit is
dedicated on or before June 1, 1982, the order pooling said unit
should become null and void and of no effect whatsoever.

IT IS THEREFORE ORDERED:

() That all mineral interests, whatever they may be, in
the Morrow formation underlying the E/2 of Section 23, Township
20 South, Range 33 East, NMPM, Lea County, New Mex1co, are
hereby pooled to form a standard 320-acre gas spacing and
proration unit to be dedicated to a well to be drilled at an
unorthodox location 1980 feet from the North line and 2310 feet
from the East line of said Section 23. ,

PROVIDED HOWEVER, that the operator of said unit shall
commence ‘the drilling of said well on or before the first day of
June, 1982, and shall thereafter continue the drilling of said
well with due diligence to a depth sufficient to test the Morrow
formation; ,

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the first day of
June, 1982, Order (1) of this order shall be null and void and.
of no effect whatsoever, unless said operator obtains a time
extension from the Division for good cause shown. *

PROVIDED FURTHER, that should said well not be drilled to
completion, or abandonment, within 120 days after commencement:
thereof, said operator shall appear before the Division Director
and show cause why Order (1) of this order should not be
rescinded.

(2) That Julian Ard is hereby designated the operator of
the subject well and unit.

(3) That after the effective date of this order and within
90 days prior to commencing said well, the- operator shall
furnish the Division and each known worklng interest owner in .

the subject unit an itemized schedule of estimated well costs.

(4) That within 30 ‘days from the date the schedule of
estimated well costs is furnished to him, any non-conseénting
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 productlon, 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, provided however, that with respect - tad
the NE/4 NE/4 of Section 23, any non—consentlng working 1nterest
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(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before June 1, 1982, the order pooling said unit
should become null and void and of no effect whatsoever.

IT IS THEREFORE ORDERED:

() That all mineral interests, whatever they may be, in
the Morrow formation underlying the E/2z of Section 23, Township
20 South, Range 33 East, NMPM, Lea County, New Mexico, are
hereby poocled to form a standard 320-~acre gas spacing and
proration unit to be dedicated to a well to be drilled at an
unorthodox location 1980 feet from the North line and 2310 feet
from the East line of said Section 23. '

PROVIDED HOWEVER, that the operator of said unit shall
commence. the drilling of said well on or before the first day of
June, 1982, and shall thereafter continue the drilling of said’
well with due diligence to a depth sufficient to test the Morrow
formation;

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the first day of
June, 1982, Order (1) of this order shall be null and void and:
of no effect whatsoever, unless said operator obtains a time °
extension from the Division for good cause shown.

PROVIDED FURTHER, that should said well not be drilled to.
completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Division Director
and show cause why Order (1) of this order should not be
rescinded.

(2) That Julian Ard is hereby designated the 6perator of
the subject well and unit.

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

90 days prior to commencing said well, the operator shall
furnish the bDivision and each known working interest owner in
the subject unit an 1tem1zed schedule of estlmated well costs.

(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share of
estimated well costs to the operator in lieu of paying his share
of reasonable well costs out of production, and that any such
‘owner who pays his share of estimated well costs as provided
above shall remain liable for operating costs hut shall not be
liable for rlsk charges, provided however, that with respect to
the NE/4 NE/4 of Section 23, any non-consenting working interest
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owner may, within thirty (30) days following resolution of an
appeal (filed August 24, 1981) before the Board of Land Appeals
of the Department of Interior, pay his proportionate share of
estimated or actual well costs, and nothing herein shall be
construed to prevent or hinder any agreement or arrangement
between the operator and any such working-interest owner
respecting payment, escrow, or other provision for accounting of
said proportionate share.

(5) That the operator shall furnish the Division and each

known working interest owner an itemized schedule of actual well

costs within 90 days following completion of the well; that if
no obidection to’ the actual well costs is received by the
Division and the Division has not objected within 45 days
following receipt .0of said schedule, the actual well costs shall
be the reasonable well costs; provided however, that if there is
an objection to actual well costs within said 45-day period the
Division will determine reasonable well costs after public

notice and hearing,

(6) That within 60 days following determination of

reasonable well costs, any non-consenting working interest owner

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

above shall pay toc the operator his pro rata share of ‘the amount.

that reasonable well costs exceed estimated well ‘cests and ghall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

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

(a) The pro rata share of reasonable well
costs attributable to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, 200 percent of the
pro rata share of reasonable well costs
attributable to .. each non-consenting
working interest owner who has not paid
‘his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnlshed to him
or, with respect to the NE/4 NE/4 of

*

e
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Section 23, within thirty (30) days from
the date of resolution of the appeal
(flled August 24, 1981) before the Board:
of Land Appeals of the Department of
Interior,

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

(9) That $3500.00 per month while drilling and $350.00
per month while producing are hereby fixed as reasonable
charges for supervision (combined fixed rates); that the
operator is hereby authorized to withhold from production
the ©proportionate share of such  supervision charges
attributable to each non-consenting working interest, and in
addition thereto;,; the operator is hereby authorized to
withhold from production the proportionate share of actual
expenditures required for operating such well, not in excess
of what are reasonable, attributable to each non-consenting
working interest.

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

(11) That any well costs or charges which are to be
paid out of production shall be withheld only from the
working interest's share of production, and no costs or
charges shall be withheld from production attrlbutable to
royalty interests,

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

(13) That jurisdiction of this cause is retained for
the entry of such further orders as the D:vas:l.on may deem
necessary. .
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DONE at Santa Fe,
inabove designated.

. *

s ‘(d",“"”""“"

New Mexico, on the day and year

_STATE OF NEW MEXICO
7 ohy CONSERVA;‘,I? DIVISION
H /] . s

oA
,’%é/ .




ERNEST L. PADILLA P.O. Box 2523
AYTORNEY AND COUNSELOR AT LAW o Santa Fe, New Mexico 875C1
(505) 988-7577

rebruary 8, 1982

/,2.29
Mr. Dan Nutter j‘lé\
Hearing Examiner

01l Conservation Division

Post Office Box 2088

Santa Fe, New Mexico 87501

Re: Case No. 7478 -~ February 3, 1982 docket

Dear Mr. Nutter:

In accordance with your request I have made a

search of the Bureau of Land Managenment oil and gas

records to ascertain the ownership of the NE/4NE/4 of

Section 23, Township 20S, Range 33E, lLea County, New
Mexico. In this regard I am enclosing a copy of the
appropriate Serial Register page which shows record 2
title and operating rights ownership in federal oil
and gas lease NM 39156. I believe that the data pre-
sented therein speaks for itself and in fact answers
some of your inquiries at the hearing.

the BLM, I learned also that Gordon McDonagh retained
a 6/25% override in making his assignemnt to Nortex
0il and Gas Company.

L In checking other sources of information at

In addition, the appeal to.the Board of Land
Appeals involves the approval by the BLM of Mr. McDonagh's
withdrawal of an earlier purported assignment to Petrol
Resources Corporation. Evidently Mr. McDonagh's with-
drawal, prior to receiving any consideration from Petrol
Resources, was prompted by an investigation of Petrol
Resources and Energy Group of America by the BLM.
Apparently in this and other lease transactions, the
officers of both of these corporations were the same
thus violating certain earlier disclosures which had

5 been made to the BLM.

The BLM currently recognizes Nortex as the lessee
of record, and BLM staffers view the chance of success
of the appeal as remote.




ERNEST L. PADILLA . P.O. Box 2523
ATTORNEY AND COUNSELOR AT LAW Santa Fe, New Mexico 87501

{505) 98B-7577

February 8, 1982

@},3
Mr. Dan Nutter "l%\
Hearing Examiner »
0il Conservation Division

Post Office Box 2088
Santa Fe, New Mexico 87501

Re: Case No. 7478 ~ February 3, 1982 docket

Deaxr Mr. Nutter:

In accordance with your request I have made a
search of the Bureau of Land Management oil and cas
records to ascertain the ownership of the NE/4NE/4 of
Section 23, Township 20S, Range 33E, Lea County, New
Mexico. 1In this reqgard I am enclosing a copy of the
appropriate Serial Register page which shows record
title and operating rights ownership in federal oil
and gas lease NM 39156. I believe that the data pre-
~sented therein speaks for itself and in fact answers
some of your inquiries at the hearing.

In checking other sources of information at
the BLM, I learned also that Gordon McDonagh retained
a 6/25% override in making his assignemnt to Nortex
0il and Gas Ccmpany.

In addition, the appeal to the Board of Land e
Appeals involves the approval by the BLM of Mr. McDonagh'y
withdrawal of an earlier purported assignment to Petrol
Resources Corporation. Ev1denfly Mr. McDonagh's with-
drawal, prior to receiving any consideration from Petrol
Resources, was prompted by an investigation of Petrol
Resources and Energy Group of America by the BLM.
Apparently in this and other lease transactions, the
officers of both of these corporations were the same
thus violating certain earlier disclosures which had
been made to the BLM.

The BLM currently recognizes Nortex as the lessee
of record, and BLM staffers view the chance of success
of the appeal as remote.




Mr. Dan Nutter -~ 2 - February 8, 1982

I am also enclosing proposed changes to the
Division's usual compulsory pooling order in order to
allow Nortex an opportunity to voluntarily participate
in wells costs pending a resolution of the above-mentioned
appeal before the Board of Land Appeals.

\Y truly yours,

-

est L. Padilla

ELP:pfm
cc: Mr. David Secker

-
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PROPOSED CHANGES M

(1} New Finding (8)

(8) That with respect to the NE/4NE of said
Section 23, and working interest owner who has not
consented to voluntary pooling by reason of an appeal
(filed August 24, 1981) before the Board of Land Appeals
of the Department of Interior should be afforded an
opportunity to pay his share of reasonable estimated or
actual wvwell costs in lieu of paying his share of such
costs out of production following resolution of said
appeal.

{2} Current findings 8-13 renumbered as per the attached
sample order.

(3) New Ordering q (5)

{5) That, with respect to the NE/4NE/4 of
Section 23, any non-consenting working interest owner
may, within thirty (30) days following resolution of
an appeal (filed August 24, 1981) before the Board of
Land Appeals of the Department of Interior, pay his pro-
portiondate share of estimated or actual well costs, and
nothing herein shall be construed to prevent or hinder
any agreement -or arrangement betveen the operator and
any such working-interest owner respecting payment,
escrow, or other provision for accounting of said
proportionate share.

(4) Addition to the end of ¢ 8(B) (drop the period and
add a comma in lieu thereof):

"or, with respect to the NE/4NE/4 of Section 23,
within thirty (30) days from the date of resolution of
the appeal (filed August 24,.1981) before the Board of
Land Appeals of the Department of Interior."

(5) Renumber current ordering paragraphs 5-~13 as indi-
cated in the attached sample order.
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e mber 1976) SERIAL REGISTER PAGE

UNTITED STATES

DEPARYMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

o] Reference

o6 (n.c.) - Act of 2-25-1920, as amended

Fife Code
3112-A

Serial Nunber
NM 39156

se and Mailing Address

i

H

Rogeland ;- N}-~-07068
Nortex Gas & 0i) Co., 403 Wall Towers W.,

..yenonagh ~-Gordon -G -~-cfo-€nergy-0roup~of--mmtc'rm.‘;ivck'ﬁmr“r‘

Midland, TX 79701 Jg\é‘!/

‘ : Description of Land

BT, 20 5., R, 33 E.,NeeM
Sec. 23: NERNEX

«

. Acres: '560.00

- 24:  NE%, WNWY, SELNWY, SWi, N4SEY

“.  DATE OF ACTION

ACTION TAKEN

EEB. ;L i480 {sare toausi ellactlive

9/10/81 Appeal Filed 8/24/81;

Apvd.

11/14/1979 Simultaneous filing at 10:00 a.m.

TSR

Drew No. 1.

7/22/1981 Asgn from Gordon C. McDonagh to Nortex Gas & 0il Co.

of an undivided 100% int. eff. §/1/1981.

mes -

ep

mbs




. SUHMIT IN TRIPLICATE® Forin spproved,
Form #-3110 Nudget Burcan No. €2-111425,

(Nfey 1003 Other Instructd
UNITED STATES R .
DEPARTMENT OF THE INTERIOR B LR RGN ATION AN RERIEL WG,
GEOLOGICAL SURVEY ///// L0
AT ;\uurf'u ton:r GX TEIBE NANE
APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK | ™ 2
la. TYPK OF WORK : s - I —
DRILL X DEEPEN (] PLUG BACK [ |7 .0nr senmmaia munx
b. TSrE oF waLL . L . . . S
© BINOLR MULTIPLE - f
?s’;m: D ?\'Al.sl,[. 5 _OTRLR e o f")ui L)a 208 _] ‘8. TiuM on‘Lu‘sz Haux
WA ¥ oxunoa : ‘ ; ' _._'ﬁf‘.:}‘:;!l.’dt}‘bg;,::u_,...k‘x.hm__. ]
_sulian Ard i - L |
3. ALDREES OF CYIFATOR MR R 1. . A
” )0 nno AN rOOL, o W -
e B O, Box 17360, Fort Yorth, TX 16102 ) B’ N WILOTST
4. rocatioN oy w3LL (Report locaﬁ'n clearly end 1o a¢cordance with any State requiremuente.®) - 7 X
At ruriace " 12‘%}cd${1.ru oR sALx
1980' TNL & 2310' FEL of SEC. 23, T20S, R33E |7 ano’sUkvEY 6: anpat
At proposed prod. z00e :_, : : . .
__Same Sl _Sep. DAl T?DS _R33rL
13 DIRTANCE IR MIL¥8 AND DIRKCTIGN FEOM NEAREST TGWHN OR POAT OFFICE® ) " | 12. COUNTY OR FAmISR [IR. ?nn
Approx, 15 miles. from Buckeye, NM 1 lea & _,}Jf.u_ Mexico
19, DISTAXNCE YRGH PROFOSEL® } 36. NO. OF ACBES IX LEABX 17. %0, OF ACEES ASS!G}\KD
LocaTioy 19 L, s . A U
{Also to nearest drlg. unit l[ne. $ 65y) 198¢ e ?80 ol 320 S o
18 DISTANCE FROM FGOPOSRD 1OCATIGH® 19 FRGIVSLD DERTH 20. ncmun on cmu: TOOLS . e
TO NEARIST WELL, DEILLING, COMFLETED, . . N ] e
ORX APPLIED YOX, ON TiliS LYASE, ¥T. N i 1 3”’ 500 KO tar’v o - St
71. ELEVATIOND (Show wirther DF, RT, GR, etr)) ; 22 ‘APPROX; n.rn wou WiLL 5Ta3T¢
36177 GR ) o As Soon: As PObS'L le
&3 PROPOSED CASING AND CEMENTING PROGRAM |~ = _:- oo L
aIzE oF moLE ] BIZE OF CASING | wxieArremroor | SETTING LEPTH . ; © . QUANTITY oF crueny T -
R e - —— | - — —
173 | g3 azgv | ueg | £08' (1) 64D Sks Class € Cement
121 ‘?u } 8 iR f 304 ;__,,,_Jﬂﬂﬁ ;qr,p Roverse 5 _Exhibhit Mg
7 7/8" | 5 2V 3 294 | { e T o
7 7/8" 5 2" 17F 13500 ‘
Mud Program: See Exhibit "G" SR
BOP Program: = See Exhibit "D" o

e

I ABOVE SPACE DESURIBX PROPOBED P20GRAM ! If proposal is to deepen or plug back, give dats on present ptodnctlve sone and propom new productive
gone. . If propoul? to drill or deepen directionally, give pertinent data on subsurface locations snd messpred and tme vert!ul dept . 4“!?‘ Blcwout

preventer program/Uf any. - / /7 . . : -
of. I ) --
sicxNED TITLE —_Qancn .
A\ A LAY
. {This (pace for Federnl or State office used
PEEMIT XO. APPROVAL DATE
APPROVED EY TITLE .

CONDITIONS OF AFPPROVAL. IF ANY

*See Instructions On Reverse Side
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. OIL. CONSERVATION DIVISION A
STAYIC OF NN MEXICO - IO, 10X 2008 fors ¢/ 102
LNENGY 240 WINENALS DIFARTIACHT SANTA FL, NEW MEXICO D750 . Pevigco 10-1.70

Al dltt-nxfra--:;vil be form T.t*ou'i:.l'm"i.,:"' ",";'._.’_f:.'.ff’.‘_',__.. N e
10104 ) - v L‘:/n o o e ’ well Mo, T
JULIAN ARD OTL_COMPANY SOUTH TEAS _FEDERAL N R
it Letiue Ltcl-‘on’ j—< Tawnship . ) Punge Cuunty . .
c 23 208 338 - LEA
é.'C;Tro;u.we Locoho'ﬂ'—(:l “wrli; ) - i T . T
1980 .’r_e.r from the NOR'TH fine r.ug_‘ 2310 lnll fiom Il,o‘_” HAST —— ‘!2:_ e
/cond Level Clev, ri"mdurmq Femoticy Froul L ) Dedlensed Acrcoage;
3617 i MORROW WILDCAT 320 heres

). Outline the acrenge dedicoied to the subject well fy colored pencil or hachure marks on the plat helow,

2 1l mose than one lcase is dedicated to the well, outline cach and identify the ownership theecol (both av 1o svarking
interest and royalty). Supron Energy Corp.-W.I1. 70%, Edward R. Hudson-W.I. 8.75%, Julian Ard
W.1. 8.75%, Nortex-W.I1. 12.50% '

3. 1i niore than one lensc of different ownership is dedicated to the well, hiave the interests of oll owners been consoli- ¢
dated by communitization, unitizetion, force-pooling. ete?

Yes [_] No “]f answer is ‘‘yes!” lype of consolidation Ioree -Pooling -

‘no;’ list the owners and tract descriptions which have octually been caonsolidated. (Use reversne side of

4

M Bnswer is
this form il necessary.) -
No alloweble wiil be ossigned to the well until all interests have been consclidated (by communitization, unitization,
forced-pooling, or otherwise) or until a non-standard unit, eliminating such interests, has been appraved by the Division.

CERTIFICATION

! hereby grtify thot the infarmaotion con- )
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| : . |
) ..i 187 4
Julian Ard
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ESTIMATED AFE

DATE__1-25-82

LEASE | WELL PROPOSED

NAME _SQUTH-TEAS-FEDERAL . NO. 1 DEPTH 13,500'~ 13,800’
WELL .
LOCATION Section 23, 7208, R33€ . COUNTY _ lea STATE __ New lMexico

ACREAGE COSTS

LEASE COSES.eucurrovrnoncorororsssnsnonsasssnarsoas 4 15,000.00
Geosclente. oot viecninesiocsrasrincoranes cevecvenee___7.000,00
Legal.c;oooc‘n-ot.so---na..o-u,--aioﬂooaocutOcnooo-co- ILQOQ,OD
Misce11aneous .......... s essresrsenaneaeseirtaraenns 2.000.00

TOTAL ACREAGE COSTS $  25.800.00

INTANGIBLE DRILLING COSTS

SUPVEYO .. iiivinrosanicnsnns Crere b ceenaiases enneas . 700,00
o Surface Damages ... ...coiiiiiieiiaresanrensicarianaas 5.000.00
Road and Location........... feiranae D 5.000.00
Rig Move...... e ececnsserienens Pherestteasene 60.0006.00
Footage Cost e per foot......oovviianinnnn. ___N/A
Day Work_ g @312 000 per day..... sesssisssireaens . 600.000.00
Bits and Reamers. j..374%%,. 4. 124"+ 8- 7+ 7/ Meienaan 20.000:00
Fuel..... 9007+ Days v s rererarete e 45.000.00
Water........... i vitieeresanas resesasans hesesraes 20.000,00
Drilling Mud and Chemlcals...................; ...... 30.000.00
Coring and Core AnalysSiS.. s veiernennneciirnasaneca __N/A
Cement and Cementing Service....... e stercresasansea 26.000.00
Mud LOgging.....cviiiiniiininiiiiiecniiiiiiineiienne 10,500.00
EI$$;r;c Lo%g1ng .................................... 20.000.00
Drill Stem Tests 9 .. iiuisieaesioinessnsentonnens a 50000
Drilling Overhead éosts..J}#lI?).ﬁpﬁlﬁé ............. 10,000, 00
GEOTOgISt. . iveriierenrscasacsvasonencssescessanonsen 4,000.00
Engineer............... Ceves PN coven 4,000.00
Welder.......covcenvae Ciessesesareatsecssnrivacanaris 800.00
Miscellaneous........... veerens D 50,000.00

TOTAL INTANGIBLE DRILLING COSTS $ 978,500.00

JANGIBLE DRILLING COSTS
' of " Conductor Casing® /ft....
600 ' ofl} 3/8" Surface Casihg@» { ft..... 15.480.00
sopp ' ©f g 5s" Intermediate Casing® /ft.. 91,250.00

- Wellhead Equipment.......cccovvvvnceconccasaibnnaans .
Sales TBX........(......-...a -------- ---o..u;o-.oo-‘

MiSC@ITANEOUS . oocneniaiiiinicieiiisinanaeiensaeeee_ 10 000 00~

-

TOTAL TANGIBLE DRILLING COSTS § 116,730.00

Plugging and Cleanup COSES e vvnennnenansonannnnns veee _ 20,000.00
DRY HOLE COST o , - | $_1,121,030:00

& ¢




ESTIMATED AFE
[Continued]

INTANGIBLE COMPLETION COSTS

Cement and Cementing Service.......vovevvvvneesenesrad 25,000.00

Well Service Unit__15 days @ 2 .jooper day............ . 31,500.00
Correlation log and perforating...........c.vvvvvvnnn. 10,500.00

Rental Tools: B0OP, packer, test tank, etc.......... .o 5,000.00
Acidizing...... N cesenn e G etestraessenenans e 30,000,00
Fracturing........ooiviiiiiineeniennne Cerieneeranns »e____38,000,00
Water hauling.........evvveuvenns ceerasennas teerersaen . 1,500.00
Roustabout Labor........... teeraane chereiens fessesaens 5.,000.00

Engineer............. teeesesersassrnsarenas vesereaanse 10,000.00
MiscellaneousS, ..cveveeecneonnnnsasn Cereseinencens secens 20.900.00

TOTAL INTANGIBLE COMPLETION COSTS  $_ 176.500.00

TANGIBLE COMPLETION CosTs

13,500 ' of 53 " Production Casing@ [ft...... 157,125.00

13,500 ' of 2 3/8" Tubing@ 4 i T T T TR 84,375.00

Cementing Equipment.........c.vveeveavss eanererans . 700.00
Guy Line Anchors.................... teeetleneaienenns 400.00
Wellhead Equipment.......c.ciiiiiiitcianennnnanncacnnn 11,500.00
Tank Battery and Flow Line....... seresbseinsnensranns 25,000.00
Pumping Unit..... teteceana P N/A

Sales TaX..seeeeraanns Aeveaann e testitnantirasnaeannss 10,869.00
Miscellaneous......... teseesnns P 20.000,00

TOTAL TANGIBLE COMPLETION COSTS $_ 309.969.00
TOTAL COMPLETION COSTS $_ 486.469.00

© TOTAL WELL COSTS $_1.607.499 00

Approved this - day of 19 Interest
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PAGE 2
EXAMINER HEARING ~ WEDN%SDAY -

FEDRUARY 3,

CASE__ 7453:

CASE 7451:

CASE_7474:

CASE 7475:

CASE 7476:

CASE 7477:

CASE 7448:

Docket 5-82

1982

Applicaiion of inexco 0il Company for pool creation, special pool rxules and discovery allowable
Lea County, New Mexico. Applicant, in the above-styled cause, seeks the creation of a new oil
pool for its Lottie York Well No..l located in Unit P of Section 14, Township 17 South, Range
37 East, with special rules therefor, including provisions for 160-acre spacing. Applicant
further seeks the assignment of 57,150 barrels of discovery allowable to said well,

(Continued and Readvertised)

Application of T. D. Skelton for compulsory pooling, Lea County, New Mexico. .

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Devonlan
and Mississippian formations underlying the NE/4 NW/4 of Section 7, Township 12 Scuth, Range 38
East, to-be dedicated to the re-entry of an old well at a standard location thereon or to a new
well to be drilled at a standard location if such re-entry is unsuccessful. Also to be considered
will be the cost of re-entering and completing said well and the drilling of the new well, if
necessary, and the allocation of the cost thereof as well as actval operating costs and charges
for supervision, designation of applicant as operator of the well and a charge for risk involvead

in re-entry and/or drilling said wells.
(Continued from January 20, 1982, Examiner Hearing)

Application of Yates Petroleum Corporation for compulsory pooling, Chaves County, New Mexico.
Applicant, in the above~styled cause, seeks an order pooling all mineral interests down through
the Abo formation underlying the SE/4 of Section 11, Township 6 South, Range 25 Fagt, &c kg
dedicated ¢o 2 well to be driiled at a standard location thereon. Also. to be considered wiill
be the cost of drilling and completing said well and the allocation of the cost thereof as well
as actual operating costs and charges for supervision, designation of applicant as operator of

the well and a charge for risk involved in drilling said well.

Application of Union 0Oil Company of California for compulsory pooling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Strawn,
Atoka and Morrow formations underlying the E/2 of Section 25, Township 19 South, Range 33 East,

to be dedicated to a well to be drilled at a standard location thereon. Alsc to be considered

will be the cost of drilling and completing said well and the allocation of the cost thereof

as well as actual operating costs and charges for supervision, designation of applicant as operator
of the well, and a charge for risk involved in drilling said weil.

Application of C & XK Petroleunm, Inc. for compulsory pooling, Lea County, New Mexico,

Applicant, in the above-styled cause, seeks an czder pooling all mineral interxests in the Casey-
Strawn Pool underlying the E/2 SE/4 of Section 28, Township 16 South, Range 37 East, to be dedi-~
cated to a well to be drilled at a stundard location thereon. Also to be considered will ba the
cost of drilling and completing said well and the allocation of the cost thereof as well as actual
operating costs and charges for supervision, designation of applicant as operator of the well,

and a charge for risk involved in “drilling said well,

Application of Jack J. Grynberg for compulsory pooling, Chaves County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests down through

and including the Abo formation, underlying two l60-acre gas spacing units, being the NE/4 and

SE/4, respectively, of Secticp 12, Township 5 South, Range 24 East, each to be dedicated to a

well %o be drilled at a standard location thereon. Also to be considered will be the cost of
drilling and completing said wells and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as operator of the wells and a charge

for risk 1nvolved in drilling said wells.

Application of Jack J. Grynberq for compulsory pooling, Chaves County, ﬁew Mexizo.

. Applicant, in the above-styled cause, seeks an order pooling all mineral interests down through

and including the Abo formation, underlying the NE/4 of Section 30, Township & South, Range 25

East, to be dedicated to a well to be drilled at a standard location thereon. Also to be considered
will be the cost of drilling and completing said well and the allocation of the cost thereof as well
as actual operating costs and charges for supervision, designation of applicant as ‘operator of the
well and a charge for risk involved in drilling said well. '

(Continued and Readvertised) \

Application of Energy Reserves Group, Inc. for creation of a new associated pool and special péol
rules, Roosevelt County, New Mexico. Applicant, in the above-styled cause,seeks the creatxon of

a new. associated pool to be desxgnated the South Peterson Penn -Assocjated Pool, comprising the NWw/4
of Section 30, Tcwnshxp S South, Range 33 East, the $/2 of Section 11, the S/2 of Section-l2, and
the N/2 of Section 13, Township 6 South, Range 33 East. ' Applicant further seeks the establishment
of special pool rules xncludxng 40~-acre spacing units for oil wells and 320-acre spacing units for
gas wells and a 4000 to oné gas~-o0il ratio limitation.



Dockets Nog. 6-82 and 7-B2 are tentatively set for February 17 and March 3, 1982,

Docket No. 4-82

Applicaticns for hearing

must be f£iled at least 22 days in advance of hearing date.

DOCKET: COMMISSION HEARING - TUESDAY - FEBRUARY 2, 1982

OIL CONSERVATION COMMISSION ~ 9 A.M,
ROOM 205, STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO

The following cases were continued from the January 11, 1982, Comnission hearing:
by

CASE_7393:

CASE 7394:

(DE NOVO)

Application of Uriah Exploration Incorporated for compulsory pooling, £ady County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Ciusco,
Canyon and Morrow formationg underlying the %/2 of Section 13, Township 22 South, Range 24 East,
to ke dedfcated to a well to be drilled at a standard location thetfeon. Also to be considered
will be the cost of drilling and completing said well and the allccation of the cost thereof as
well as actual operating costs and charges for sugervision, designation of applicant as cperator
of the well, and a charge for risk involved in drilling said well.

upon application of Supron Enexgy Corporation, this case will be heard Le Novo pursuant %o
the provisions of Rule 1220,

(DE NOVO)

Application of Supron Energy Corporation for an unoxthodex gas well location, Eddy County, New Mexico.
Applicant, in the above-styled causa, seeks approval fcr the unorthodox location of a-Pennsylvanian
well to be drilled 467 feet from the North line and 1650 feet from the West line of Section 13,
Township 22 South, Range 24 East, the N/2 of said Section 13 to be dedicated to the well.

qun application of Supron Elexgy Corporation, this case will be heard De Novo pursuant to
the provisions of Rule 1220.
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Docket No. 5-82

DOCKET: EXAMINER HEARING - WEDNESDAY ~ FEBRUARY 3. 1982
9 AM. - OLL CONSERVATION DIVISION CONFERENCE
ROOM, STATE LAND OFFICE BUILDING, SANTA FE,
NEW MEXICO.

The following cases will be heard before Daniel S. Nutter, Examiner, or Richard L. Stamets, Alternate Examiner:

CASE 7469:

CASE 7470:

CASE 7471:

CASE 7472:

CASE 7462:

In the matter of the hearing called by the Oil Conservation Division on its own motion to permit
‘H. M, Bailey & Associates, Commercial Union Insurance Company, and all other interested parties
to appear and show cause why the following wells on the H. M. Bailey Lease, Township 21 South,
Range 1 West, Dona Ana County, should not bhe plugged and abandoned in accordance with a Division—
. approved plugging program: In Section 10: Nos. 9 in Unit A, 9, 11,12, and 13 in Unit B, 10 and
14 in Unit C; and No. 15 in Unit C of Secticn 9.

Application of Wayne Moore for a unit agreement, Eddy County, New Mexico.
Applicani, in the above-styled cause, seeks approval for the Delaware River Unit Area, comprising
2,560 acres more or lese, of State and fee lands in Township 26 South, Range 28 East.

Application of Gulf 0il Corporation for a unit agreement, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for Athe‘ South Lynch State Uait Area, comprising
1920 acres, more or lass, of State lands in Township 21 South, Range 33 East.

Applicatior of Grace Petroleum Corporation for a unit agreement, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the Buffalo-Deep East Unit Area, comprising
2543 acres, more or less, of Federal and State lands in Townships 18 and 19 South, Range 33 East.

(Continued from January 20". 1982, Examinet Heari.ng)

Application.of Marathon 0il Company for downhole commingling, Lea County, New Mexico.
Applicant, in the, above-styled cause, seeks approval for the downhole ccminqling of the Drinkard
and Ilinebry ptoduct:.on in the wellbore of its C. J. Saunders Well No. 3, locatod in Unit C of

$ccti { 1, Townsghip 22 South, Range 36 East. .
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Docket 5-82
PAGE 3

EXAMINER HEARING ~ WEDNESDAY

FEBRUARY 3, 1982

-

-

SE_7478: « Application of Julian Ard for compulsory pooling and.an unorthodox location, Lea County, New Mexico.
"7 Applicany, in the above-styled cause, see¥s an oxder pooling all mineral interssts in the Morrow

formation underlying tha E/2 of Sgction 23, Township 26 South, Range 33 Bast, to be dedicated to

a wz2ll to be drilled at an unorthodox location 1980 feet from the North line and 2310 feet from

the East line of said Section 23. Also to he considered will he the cost of drilling and completing

said well and the allocation of the cost thereof as well as actual operating costs and charges for

supervision, designation of applicant as operator of the well, and a chargs for risk involved in

dr{lling gaid well.

&
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State of New Mexico 011 Conservation Division
P. 0. Box 2088
Santa Fe, New Mexico 87501

Attention: Mr. Dan Nufter

RE: REQUEST FOR HEARING FOR
- FORCE PQOLING ORDER
“E/2 SEC. 23, T20S, R33E,

LEA COUNTY, NEW MEXICO
KGS LEASE NM 29704

Géntlemeh:

Pursuant our conversation of this date I heréwith request that
our name be placed on the docket for a hearing February 3, 1982
concerning our request for a force pooling order. of the ab0V°
captioned lands. We intend to drill a Morrow test at a location
1980' FNL and 2310' FEL of said Section 23 and intend to pool all
of the E/2.

The operator for this test will be Julian Ard, P. 0. Box 17360,
Fort Worth, Texas 76102.

Should you require additional information please do not hesitate to

call me at your earliest opportunity.
, Yo/yé’;;;z tru]x4
( (%Zzﬂév/////aflK_//)ud’a/fii///

Dan1e] F. Secker
DFS/jr

‘cc: Mr. Julian Ard
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STATE OF NEW MEXICO
ENERGY AND MINFRALS DEPARTMENT
- 011, CONSERVATION DIVISION

IN THE MATTER OV THE HEARING
CATL.LED BY THE 011, CONSERVATION
DIVISION POR THE PURPOSE OF
CONSIDERING:

CASE NO. 7478
Order ¥o. R-4 903

APPLICATION OF JULYAN ARD FOR
COMPUILSORY PCOLING AND AN UNORTHODOX
LOCATION, LEA COUNTY, NEW MEXICO. :l

ORDER OF THE DIV‘ISION (\

BY THFE DIVISION: A&

% s

This cause came on for hearing at 9 a.m. on Februsry 3,
1982, at Santa Te, New Mexico, before Examiner Daniel S.
Nutter.

NOW, on this day of February, 1982, the Division
Director, having considered the testimony, the record, and the
recomnendations of the Examiner, and being fully advised in the
premises :

FINDS:

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

(2) That the applicant, Julian Ard, seeks an order
pooling all mineral interests in the Morrow formation
underlying the E/2 of Section 23, Township 20 South, Range 33
East, NMPM, Lea County, New Mexico. :

{3) That the applicant has the right to "drill and
proposes. to drill a well at an unorthodox location 1980 feet

from the North line and 2310 feet from the East line of said

Section 23.

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

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




said unit.

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

(7) That any non-—conegenting working interest owner should
be afforded the opportunity to pav his share of estimated well
costs to the operator in lieu of paying his share of reasonable
well costs cut of production.

(8) That any non-consenting working interest owner who
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional ‘208& percent. thereof as a
reasonable charge for the risk invoived in the drilling of the

' well, P'f""éb& Wew b wer st nat with respect to the NE/ANEM Of said

R Section 23, any working interest owner who has not

consented to voluntary pooling by reason of an appeal
(filed August 24, 1981) before the Board of Land Appeals
of the Department of Interior should be afforded an
opportunity to pay his share of reasonable estimated or
actual well costs in lieu of paying his share of such
costs out of production following resolution of gaid

afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection. "

(10) That following determination of reasonable well
costs, any non-consenting working interest ocwner who has paid
his share of estimated costs should pay to the operator any
amount that reasonable well costs exceed estimated well costs
and should receive from the operator zny amourt that paid
estimated well costs exceed reasonabkle well costs.

(1])? That $ 2S0¢€.00 per month while drilling and |
$ . per month while producing should be '
fixed as xreasonable charges for supervisicn (combined fixed
rates); that the operator should be authorized to withhold from
production the proportionate share of such supervision charges
attributable to each non-consenting working interest, and in
addition thereto, the operator should be authorized to withhold
frem production the proportionate share of actual expenditures
required for operating the subject well, not in excess of what
are reascnable, attribhutable to each non-consenting working
interest.

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

proof of ownership.

(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before _June I, V182 , ‘the order
pooling said unit should become null and void and of no effect

wha Jsoever. :

IT IS THEREFORE ORDERED:

(1) That aljli mineral interesté, whatevér they may be, in

appeal.
(%) That any non-consenting interest owner should be




the Morrow formation underlying the E/2 of Section 23, Township
20 South, Range 33 fast, NMPM, lea County, HNew HMexico, are
hereby pooled to form a standard LY X ) —~acre gas spacing

and proration unit to be dedicated to a well to be drilled at
an unorthodox location 1980 feet from the North line and 2310
feett from the East line of said Section 23,

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the XX 1 ol
day of ‘$I}~¢9¢> __, 1982, and shall thereafter continue
the 4drilling of said well with due diligence to a depth
sufficient to test the Morrow formation;

PROVIDFED FURTHER, that in the evenL said operator ] Oa not
commence the dr:lllna of said well on or before the ,f ll
day of ene , 1982, Order (1)} of this order shall
he null and vcid and of no effect whatsoever, unless said
operator obtains a time extension from the Division for gocd
cause shocwn,

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

Director and show cause why Order (1) of this order should not
he raoagrinded, . .

(2)  That Julian Ard is hereby designated the operator of
the subject well and unit.

(3) That after the effective date of this order and
within 90 days prior to commencing said well, the operator
shall furnish the Division and each known working interest
owner in the subhject unit an itemized schedule of estimated
well costs.

-{4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share of
estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as
provided above shall remain liable for operating costs but

shall not be liable for risk charges, praﬂ-:dea W,
o that with respect to the NE/4NE/4 of

Section 23, any non-consenting working interest owner
may, within thirty (30) days following resolution of
an appeal (filed August 24, 1981) before the Board of
Land Appeals of the Department of Interior, pay his pro-
portionate share of estimated or actual well costs, and
nothing herein shall be construed to prevent or hinder
any agreement or arrangement between the operator and
any such working-interest owner respecting payment,
escrow, or other provision for accounting of said
proportionate share.

(5) That the operator shall furnish the Division and each
known working interest owner an itemized schedule of actual-
well costs within 90 days following completlon of the well;
that if no objection to the actual well costs 'is received by
the Division and the Division has not objected w1th1n 45 days
following receipt of said schedule, ‘the-actual well costs shall
be the reasonable well costs; prov1ded howevel, that if there
is an objection to actual well costs within said 45-day perioé
the Division will determine reasonable well costs after public

notice and hearing.




(6) That within 60 days following determination of
. : reasonable well costs, any non- consenting w01kinq interest
i owner who has paid his share of estimated costs in advance as
provided above shall pay to the operator his pro rata share of
the amount that reasonable well costs exceed estimated well
costs and shall receive from the operator his pro rata share of
thetamount that estimated well costs exceed reasonable well
costs,

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

(A) The pro rata share of 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 1nvolved in the
driliing of the vell,.: AP
percent of the pro rata share of
reasonable well costs attributable to each
non-consenting working interest owner who
has not paid his share of nqtlmated well
costc within 30 days from ithe dGate the
schedule of estimated well costs is
furnished to him or, with respect to the NE/4NE/4 of Sectlon 2
: o o _ within thirty (30) days from the date of resolution of
. the appeal (filed August 24, 1981) before the Board of
e SR o Land Appeals of the Depaltment of Interior: 4
(8) That the operator shall distribute said costs and RN
charges withheld from production to the parties who advanced
the well costs.

.A;

(9) That $ 850O0.00. per month while drilling and

s 350.00 per month while producing are hereby fixed

as reasconable charges for supervision (combined fixed rates);

that the operator is hereby authorized to withhold from
production the proportionate share of such supervision charges
attributable to each non-consenting working interest, and in

addition thereto, the operator is hereby authorized to withhold

from production the proportionate share of actual expenditures

required for operating such well, not in excess of what are

reasonable, attributable to each non-consenting working

interest. -

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

(11) That any well costs or charges which are to be paid
out of production shail be withheld only from the working
interest's share of productlon, and no costs or charges shall
be withheld from procduction attributable to royalty interests.




~{12Y mhat all proceede from production from the snhiect
well which are not disbursed for any reason shall immediately
be placed in escrow in Lea County, New Mexico, to be paid to
the true owner thereof upon demand and proof of ownersnip; that
the operator shall notify the Division ¢f the name and address
of sald escrow agent within 30 days from the datc of first
deposit with said escrow agent. ’ -

{13) That jurisdiction of this cause 1i1s retained for the
entry of such further orders as the Division may deemn
necessary.

DONE at Santa Fe, WNew Mexico, on the day and vyear
hereinabove designated.

STATE OF NEW MEXICO
OIl, CONSERVATION DIVISION

JOE D. RAMEY,
Director

S EAL
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(12) That all proceeds from production from the subiject
well)l which are not disbhursed for any reason shall immediately
be placed in escrow in Lea County, New Mexico, to be paid to
the true owner thereof upon demand and proof of ownership; that
the operator shall notify the Division of the name and address

of said escrow agent within 30 days from the date of first

deposit. with said escrow agent,

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

DONE at Santa Fe, New Mexico, on the day and vyear
hereinabove designated.

STATE OF NEW MEXICG
OIL CONSERVATION DIVISION

JOE D. RAMEY,
Director

SEAL

i
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