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MR. STAMETS: The hearing will come to order, nlease.
Call at this time Case 6184,

MS. TESCHENDORF: Case 6184, application of Mesa

Petroleum Company for compulsory pooling, Eddy County, New
Mexico.
- MR. STAMETS: Call for appearances.

MR. EATON: Paul Eaton of the firm of Hinkle, Cox,

JEaton, Coffield & Hensley, represenfing the applicant and

we have two witnesses.
MR. STAMETS: Any other appearances?
MR. CARR: William F. Carr; Catron, Catron & Sawtell, |

Santa Fe, appearing on behalf of Marathon 0il Company and

|

I have one witness.
MR. STAMETS: Any other appearances? Will the
witnesses stand and be sworn, please?

! (THEREUPON, the witnesses were sworn.)

ROBERT R. DONNELLY

was called as a witness by the applicant, and having been

first duly sworn, testified upon his oath as follows, to-wit:

DIRECT EXAMINATION

BY MR. EATON:
0 Would you please state your name, by whom you are

employed and in what capacity?
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A My name is Robert Donnelly and I am employed by
Mesa Petroleum Company in Midland, Texas, as a Landman.
D Mr. Donnelly, vour qualifications as such have been

accepted by this Commission have they not?

A. Yes, they have.
o What does Mesa seek by its application in this case?

A, Mesa Petroleum Company seeks to force pool all

1 Range 24 East.

interests in the east half of Section 24, Township 18 South,

MR. EATON: Mr. Examiner, I would like to point out
a minor typographical error in our application. In paragraphs
two and three, we said the west half of Section 24 and it

should be the east half of 24. It was published as the east

half of 24.
I would ask that those two errors be corrected.
MR. STAMETS: Okay, that's in paragraphs two and

three and it was correctly advertised and we will make that

correction to the application.

o] {(Mr. Eaton continuing.) Mr. Donnelly, please refer

k

to what has been marked for identification as Exhibit Number
One and state what that exhibit shows?

A This is a map showing the location of the well in
the area that we are seeking to force pool along with all of
the surrounding acreage showing ownership of the minerals and 4

the lessees on that acreage.
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1 0. 7ho are the working interest owners in the east half

2 of Section 24?

3 A The working interest owners would be Mesa Petroleum ~

4 |Company, Northern Natural Gas Company, Marathon 0il Company,
g || and Yates Petroleum Company.

8 0. Now, with respect to the location of the proposed
7 §well, in the application Mesa indicated that it proposed to

g {|drill a well nineteen hundred and eighty feet from the north

. 5 g || line and six hundred sixty feet from the east line, is that
X % z 10 [fcorrect?
R

e 2%2" 11 ﬂ A The location has been chanded because of topographical
- €§§§ 12 | features. There is a deep ravine just to the north of where
. §§§% 13 lwe put the location.
h ggﬁé . 14 The location will actually be two thousand thirty i
H Egg 15 | feet from the north line and six-sixty from the east line. ;
» : § 18 ‘ MR. STAMETS: 1Is this a legal location? f

17 A Yes, it is. j
_M 18 MR. STAMETS: A standard location I should have

19 |isaid.
R 20 Q (Mr. Eaton continuing.) Now, Mr. Donnelly, what

21 jfhas Mesa done to get all of the working interest owners

o 22 |lcommitted to the proposed well?

23 A, We started working on this well last year and -- on

24 fJanuary 6th -- and we sent a letter to all parties proposing

2% fito drill a well.
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Q. Is that letter what has been marked as Applicant's
Exhibit Number Two?

A, Yes, is it.

0 Generally, what did you advise the other working
interest owners?

A Basically, we proposed to drill a well at a standard
location in the east half of Section 4. At this time we gave
chem what their working interest would be along with a copy
rof a preliminary A.F.E. which is identical to the one that
we would send to them for final approvai.

0. What happened next?

i A After several discussions on the phone we sent them
a letter on February 24.

0 Is that what has been marked as Exhibit Three?

A Yes, it is. This letter gave notice that we would

be attempting to purchase the west half of the section as it
was open at the time we propcsed the well.

At this time we sent them a copy of the operating
agreement and another copy of the A.F.E.
| 0 Actually, at this time you had already purchased the

lease in question?
13
A That's correct.

0. What was the result of the February 24th, letter?

A, We received response from Northern Natural and Yates

Petroleum in which they sent to us executed copies of the
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agreement and executed copies of the A.F.E.

So, Northern Natural and Yates have aareed to join

you in the drilling of the well?

H

W

| A, That is correct.
0. Pursuant to the proposed A.F.E. that you sent them?
A, Yes.
Q What about Marathon?

i A -Marathon gave no response at that time. Subsequent

to that in March, the 24, we received a letter from Marathon
0il noting the proposal of our well and declining any
participation in this well.

Q At least at that time?

A Yes, that's true.

a What was the estimated cost of the well as a dry hole

and as a producer as set forth in the A.F.E.?

A The estimated dry hole cost would be one hundfed
sixteen thousand four hundred and twenty-three dollars and
the estimated completed cost would be one hundred sixty-nine
thousand five hundred and thirty-eight dollars --

I am sorry -- total cost would ke three hundred and
two thousand seven hundred dollars as a dry hole cost and
a completed cost would be four hundred forty thousand eight
hundred dollars.

MR. STAMETS:

Those figures are slightly different

from what you show in your letter of January 6th, is that

i
1
]
,
|
J
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1t jright?
~ 2 A, Yes, they are.
. 3 MR. STAMETS: Again, those are three hundred two

4 thousand seven Mundred and then what was the completed well

5 jcost?
- 8 A, Four hundred forty thousand eight hundred.
7 MR. STAMETS: Slightly less than your letter indicate ?
) 8 3 That's correct. »
9 S (Mr. Eaton continuing.) WNow, that A.F.E. is, 1 beliefe;

10 fwas, you stated, was attached to the letter of February 24,

11 |Exhibit Three, which went to all of the working interest owners

2
s [ ]
g ix
H .
wasﬁ i
g £2 |
; a§,§ 12}is that correct? ,
gedg | |
g‘.:{;: 13 A That's correct.
o= ‘
: g%ié 14 0. When does Mesa propose to commence this well? i
-1 8‘8‘ ) ;
- © 3 15 A. Because of the scheduling of rigs and the tightness |
! 2 ‘
A g 16

at this point, we have already moved in a riy to drill this

17 §1ocation.

- 18 0. Do you know when that was done?
o 19 A. Estimated time was March 18th.
| 20 Q Well, was the rig moved in on March 18th, then? ’
2 A, Yes, it was.
22 0 Okay. When do you expect to reach the objective
23 depth?
24 A, We estimate April 18th.
|
2 0. Approximately thirty days to drill the well?
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1 A That's correct.

gl 0. In connection with the application in this matter

3 || Mesa does request does it not that it be designated as the

4 || operator?

5 A Yes, it does.
8 0 What charges for supervision does Mesa ask for?
7 A We request two thousand dollars for a drilling well

3uand two hundred and twenﬁy—fiVe dollars for a producing well.

3 9 Q. What is the basis for those charges?
- bt
. [
[ ]
‘ -§ .g 10 A This is based on our experience with the drilling of
v
- X ]
55“ 1 Imore wells and also the industry average of operating costs
{ ‘J§
- ‘55:§ 12 | in this area.
! A
_ M
- §§§g 13 “ Q Have Yates and Northern Natural agreed to those
~8
' % . gé 14 | charges?
; g(ﬁg
- - ; 15 A Yes, they have. “
® O
8 16 o Was Exhibit One prepared by you? l
17 A Yes, it was.
o 18 Q And I assume that Exhibits Two, Three and Four- are

- 19 jfcopies of the letters sent or received by Mesa Petroleum

 “>_ 20 ||Company?

21 A That's correct.
22 MR. EATON: Mr. Examiner, we offer in evidence
: ’ 23
i

Applicant’s Exhibits One through Four into evidence.

24 MR. STAMETS: These exhibits will be admitted.

% MR. EATON: We have no further questions of this
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1 fwitness.
2 MR. STAMETS: Are there any qguestions of the

3 ||lwitness? Mr. Carr?

| 5 H CROSS EXAMINATION

— 6 | BY MR. CARR:

7 Q Mr. Donnelly, when did Mesa actually decide to drill

8 this well?

g 9 A It was our intention by the letter of January 6th
&
-g § IOH to propose this well. However, when we received the copies
i=
3 §£N 11 fof the agreements back from Northern Natural and Yates we
Ry :
- gi‘;ﬁ 12 |decided to proceed with the drilling of the well.
& of A
) mig .
- Eg% 13 Q So, your decision to drill had been reached sometime
s o=
. 'Egéé 14 lafter January 6th?
T gdd 4
» o g 15 A That's correct.
Os 3 ) ,.
2 io Q And you have been able to schedule a rig in that

17 I short time period?

o 18 A- YeS-

19 0} And you indicated that you first approached the

20 llother operators, I believe, with yvour January 6th letter?

2 _ A, Yes.

'y

22 Q Now, does that letter advise them that you were

23 planning, actually, to drill a well in the immediate future

2 W or was that just to inguire as to their interest?

]
25 . . . . |
A We, in this letter, we said that we would like to
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t fdrill the well during the first quarter of the year. This

2 lwas our intent.

3 0. Would you read to me where it says that?

£ 4 A. It says, “The test well, located on the communitized
6 |east half of said Section 24, will be commenced immediately

. snfollowing completion of necessary paperwork and during the

7 first quarter of 1978."
8 0 Is it normal for Mesa to drill wells on such a

9 || short time frame?

o

87501

10 A Well, given the joinder of the other two parties

Y

11 Jland@ the time span in which we woula have to get this rig, we

12 proceeded with it.

13 Q. Now, are there any other reasons for the short time

Phone (505) 982-9212

14§l frame, leases expiring in the area?

‘General Court Reporting Service
825 Calle Mejia, No. 122, Santa Fe, Now Mexico

15 A. I don't believe that's true. However, we locked

sid morrish reporting service

18 lat an adjacent well which was drilled not too long ago which

17 lwe understand is a good well and we believe that timely

18 l commencement of a well would prove out the extension of the

19 il reserves into our acreage.

. 20 0 What well are you talking about?

2 A. I think that he can answer that -

22 0 Do you want to wait and take that up with hin?

23 A Yes.

24 0. I haven't seen your plat but based on the ownership of
s % the leases in Section 24, would it have been profitable for
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1 IMesa to drill a well and dedicate the north half to it and

2 || thereby avoid the necessity of compulsory pooling?

3 A, I believe I'1ll defer that to the geologists and

4 ibasically until the first of March we did not have control

SHof the west half. Then, our position was Ehat our immediate

_ 6 |deal was whether or not when we proposed the well in January
7 it was not contingent upon our getting the west half. That

8 fwas an oral bid in February. We could not be certain that

8 lwe could get it at that time.

101 Q Does Mesa now control the entire north half of a

11 i Section 242

12 A Yes, it does.

13 MR. CARR: HNo further questions. Just a minute -- :

No. 122, Sauta Fe, Now Mexico 87501

General Court Reporting Service
Phone (505) 982-9212

14 0. (Mr. Carr continuing.) Mr. Donnelly, you indicated |

i )
1snthat Marathon had declined to participate. Would you read

sid morrish reporting service

£
Pt

825 Calle Ngjis,

16 lwhat they said in response to your letter of January 6th?

17 A "Your letter of January 6th, 1978," this is from

"o 18 | the March 2nd letter, "Proposed drilling of  your No. 1

9 11incoln State Com well as an 8,800 foot Morrow test," and it

20 lgave the location, "Under a communitization agreement to

cover the east half of Section 24, Marathon's sub-iject lease

22 covers an undivided fifty percent interest in the north-

- wegst-southeast guarter and south half of the southeast guarter

24
of Section 24 for a resultant interest of eightcen point

26
seven-five percent."
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I think that is reflected in our January letter,

as well.

"We appreciate being offered the opportunity tc
participate in this proposal; however, our decision as to
participation in such a well will be deferred until more
information is available on nearby wells, including Gulf's
recently completed east offset.

Q So, they really didn't decline, they just deferred
their decision for a time period?
A That's correct.

MR. CARR: No further questions.

CROSS EXAMINATION

BY MR. STAMETS:
Q. Mr. Donnelly, looking at your letter of January 6th,
it seems to me that at this time you must have already decided

that Mesa was going to drill a well in the east half of

this gection, is that correct? l
A, That's correct. r

0 Okay. And this is a preliminary letter asking the

other owners in there if they are willing to talk about drilliﬁﬂ

this well, is that correct?
A This is our formal proposal.
0. Now, I don't helieve you included an A.F.E. with

this letter. I think you only indicated what the overall costs

BT T T I R e

N
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would be?

A In February we submitted the A.F.E. to themn.

Q You say detailed A.F.E. will be furnished promptly
upon your reponse to the proposal. 1In other words if any-
body indicated that they would like to join you would send

them an A.F.E., is that correct?

7F A That's correct.

Q All right. Did you have any response at all from
Marathon to this letter, either by telephone or by written
communication, before their letter of February -- rather
'March 2nd?

A Yes., Mr. Northington talked with Mr. Hanley at
some point in this interim period before the February letter
went out.

There was some indeterminate response at tﬁis point
from Marathon. However, Yates Petroleum and Northern Natural
did respond and we did send out the February letter.

0. As far as the acreage of ownership in Section 24,
it really would not make any difference in your percent of
participation in a well if you dedicated the east half or if
f|you dedicated the south half?

What I am saying is if‘you drill a well in the north
half then in the south half of the section, and that were to
be developed, vour participation would be the same as what

you are seeking here in the east half?

T R S O
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1 ' A mhat's correct.
2 MR. STAMETS:  Anv other questions of the witn ss?

3 jjlle mavy bhe excused.

4 (THERBEUPON, the witness was excused.)
6
- 8 JOSEPH W. JEFFERS

7 lwas called as a witness by the applicant, and having been

g i first duly swcrn, testified upon his oath as follows, to-wit:

- § 8
] >3
~E 8 10 ' DIRECT EXAMINATION
» ;
- ggi 11 |BY MR. EATON i
N . » E
‘ §'§§ |
- Egé 12 ) Would you please state your name and by whom you §
&~32 ;
o 4 2“ 8 j
; §§§ 13 {lare employed and in what capacity? %
: o= |
P g 3
Lo :ggié 14 A Joseph W. Jeffers and I am employed by Mesa Petroleum} ;
: g8 o
C e o % 16 [Company in Midland, Texas, as a Division Geologist. |
® ¢
8 16 0 Mr. Jeffers, have you testified before this Commissio

17 lin the past?

18 A I have.
19 Q In that capacity?
N B 20 A Yes, sir.
2 0 And were your qualifications accepted?
22 A Yes.
. 23 0. Please refer to what has been marked for identifiaati«n
. 24 llas Exhibit Number Five and state what this exhibit shows?
25

A, Exhibit Five is a geologic map showing hoth structure
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1 [contoured on the top of the Mississippian shale and an
2 {isopach, the colored contcurs, of the Morrow sandstone

3 lthe primary objective of the subject well. The scale of the

4 Imap is one inch equals five thousand feet. The map covers
B éoftions of Townships 18 South, Range 24 and 25 East, and
— 8119 South, Range 24 and 25 east, Eddy County, New Mexico.
7 The colored well spots are coded as to the productive
sﬂhorizons shown in the production legend. The numbered
9 inotations next to the wells show Mississippian datum and
10 [ the Morrow sandstone thickness. The I.P.C.0.F. or D.S.T.

1 lldata in the Morrow sandstone wells are in small print next

12 lto the significant wells.

13

22, Santa Fe, New Mexico 87501

As indicated on the map the east half of Section 24,

Phone (505) 982-9212

14

General Court Reporting Service

Township 18 South, Range 24 East, is offset by a Morrow
16

1
sid morrish reporting service

well that I.P.C.O.F. for twenty-two million eight hundred
16

825 Calle Mejia, No. 1

and sixty-nine M.C.F. of gas per day and will be on stream

Z.g 7 lin the next few weeks.

The four point gauges indicated the possibility that

9 flthis offset well will go on stream at a high flow rate,

20 probably five million or more a day.

21

0 Before you go any further, Mr. Jeffers, what meaning
22

to you does this offsetting Gulf well have?

23 .
A. Meaning to me?

24
0 Yes?

25
A,

Well, it indicates that there is a highly productive |
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1 i Morrow sand as indicated by the contours on the map trending

2 lacross the subject acreage. If this well goes on stream in

3 || the next month or so we will suffer immediate high volume
4 fdrainage in the event that we find the same sand at the

5 || subject location.

- 6 0. What evidence do you have that the well will go on

7 il stream within the next month?

8 A Communication with Gulf 0il Corporation emplovees

9 | indicate that the well head and facilities are on location

87501

10 fawaiting pipeline connections.

11H o Now, would you proceed with your testimony?

12 A Well, I covered the sandstone -~ the Morrow isopach

13 ||indicates a thick sandstone across the subject acreage.

Phone (505) 982-9212

¥4 llHowever, a considerable degree of risk is taken in predicting

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

1§ || Morrow reservoir rocks in the area and is indicated by offset

1
sid morrish reporting service

16 lvells in the area being non-economic or dry holes in the

17 fobjective Morrow sandstones. M

L s

Wells in the north half of Section 20 and in the

South half of Section 28 and in the north half of Section 32, 1

2 [rownship 18 South, Range 25 East, are either marginal or

2 non-productive in the Morrow.

22 However, wells in Section 19 and the south half of

2120 and the north half of 29 and the north half of 30 indicate

24 . . .
high capacity productive wells.

25
3 0. What are your thoughts with respect to the risk
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facing Mesa and the other working interest owners that joinead

with it in this well in drilling and completing this well

as a producer?

A Well, we feel that there is a fairly high degree of
risk in predicting Morrow sandstones in &ny circumstance.
However, we feel that closology is one of the prime prerequisitgs
for Morrow development.

I doubt if I will find any questioners of that in :
the audience and we are getting as close as we can to the
Gulf well.

Q With respect to this Commission awarding a risk
factor, what does Mesa request?

A Two hundred percent penalty.

0 In your opinion will the approval of the application
be in the interest of conservation and the preservatibn’of

waste and protection of correlative rights?

A I do.

0. Was this Exhibit Five prepared by you or under your
supervision?

A It was prepared by me.

Q Do you have any additional testimony which you wish
to make?

A Not at this time.

MR. BATON: We offer Applicant's Exhibit Five into

evidence.
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MR. STAMETS: The exhibit will be admitted.
MR. EATON: I have no further questions of the
witness.

MR. STAMETS: Are there any questions of this

11

12

13

14

15’

16

17

18

19

20

21

23

24

25

witness?

MR. CARR: I have a few.

CROSS EXAMINATION

QHBY MR. CARR:
10

0 Mr. Jeffers, looking at your Exhibit Number Five, it
appears to me that this seems to be a Morrow channel running
from the Antweil well in Section 29 to the northwest. Does
that seem to be a fair characterization?

A That's correct.

Q Your proposed location appears to be in the center
of what would be this channel, is that also correcté

A That is what we are attempting to do.

0 - Based on the theory of closology you want to be
as close as you can be to the Gulf No. 2 in Section 19, as a
standard location, is that correct?

A That's correct.

0. And you still believe that this is a high risk.
venture on your part?

A Yes. There is evidence there that the well in

Section 32, when it was drilled, it indicated that it would be

e
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1 [in the middle of the channel and after it was drilled it kind
2 ||of slipped out of it and so this can happen in any case,

o 3 llin any Morrow test.

4 0. Now, the Bennett and Ryan well in Section 32 would

g [be on the south flank of the channel based on the other

_ g jcompletion?
I

7 A That's correct. However, when that well was being 4

|
g fdrilled I had it in the channel. :

9 0. What is the status of the Gulf Well No. 2, in é

10 ISection 197

New Mexico 87501

Phone (505) 982-9212

1 A it's preparing to go on production. It I.P.'d for

12|twenty—two million eight hundred sixty-nine cubic feet of

13 |lgas a day. j

General Court Reporting Service

14 | The four point gauges are on an eighteen sixty-fourth é

sid morrish reporting service

15 |lchoke that flowed three million eight hundred fifty-three

825 Calle Mejis, No. 122, Santa Fe,

16 |jcubic feep of gas per day with a tubing pressure of twenty-
17 fifour fifty.

Tk 18 The final four point guage, it was flowing on a
19 |twenty~-eight sixty-fourth choke with a tubing pressure of
20 |lsixteen hundred and forty-five pounds at a rate of nine

21 million and twenty-two M.C.F. of gas per day.

22 0

I would like to direct your attention to the Gulf
ZINo. 1 in Section 19, what has been the experience with that

28 liel1l since it has initially been put on stream?

t % A That well came on stream at approximately one point
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nine million cubic feet per day. It is presently producing

as of yesterday at the rate of one point eight million per

day.

0 When was it initially put on stream?

A. I don't know the date.

Q Approximately, a month ago?

A That's an assumption. |

= Q Okay. rin your opinion has this well stabilized? ?

A, I don't know. I have no data to go one way or the<
other. |

) Would you anticipate that the Gulf Well, No. 2, in

that section might experience the same kind of decline as the
No. 12
A, Well, based on the difference in the I.P.'s I don't
anticipate that rapid of a decline and I feel like that in
all likelihood they will take it as fast as they can get it.
I might point out in the south half of 20, the

Antweil well there, No. 1 Penasco, I believe, was I.P.'d for

twenty~seven million and it has delivered over the past one
hundred and twenty days an average of five million cubic
feet of gas per day. I would anticipate that it is very
similar to the Guli G.K. 2.

0. Is it safe to say that the Gulf experience ip Section
19 was the incentive for the proposed drilling of the Qell

in Section 2472
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A, We were thinking about drillinqwﬁhe weli when
Antweil drilled the firs£ well in the field and as the
development progressed towards our acreade we got happier and
happier.

Q Would it also be safe to say that the more data yocu
can get on the well the happier or the ;ess happy you might
become?

A You never know. I might point out that the well
in the north half of Section 30 just I.P.F.'d for thirteen
point three million out of the same zone and it conly had
sixteen feet of pay.

0 If the Gulf No. 2 proves to be a better well than
it presently appears to be would that encourage ydu‘in regaid
to your efforts in Section 2472

A I am encouraged enough right now to be drilling the
well'in Section 24 without any additional information from
Gulf.

0 If it is better wonld you anticipate that your
well in 24 would be a better well? Would that be a sign of a
situation?

A My assumption would be that it would have more feet
of sand. However, due to the high risk in the Morrow there
is a possibility that we may have less feet or ncne but we
have secondary objectives in the well that may take care of

any eventualities met.

}l

i
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1 0. If the Gulf No. 2 is put on stream, how rapidly would
2 iyou expect an affect on the proposed Mesa well assuming that

3||lit was drilled, how long would you expect it to be before vyou

4 [Wwould realize a response in the offsetting wells?

5 A, You will have to rephrase it, I don't understand your
‘ gjhﬁestion.
B I |

: 7 0 -Okay. The Gulf No. 2 Well, is that a standard

g flocation?

~ 3 9 A As far as I know it is. I think it is probably a
) g - ,
.g _g 1o’ktand up three twenty, I am not sure.
1]
- : -
, E;” 1 Q Would you expect imm&diate drainage of the acreage
A ol
- %;igg 12 to be dedicated to the well you are proposing to drill here
( B a2
‘ g§§ 13 [today?
s b-:
e %gﬁé 14 A I would anticipate immediate draininge by the Gulf
D gsg |
Lo ) a 16 lwell, yes.
w
' 8 16 03 What do you mean by immediate?
B 17 A In other words if they went on production for a few

18 flmonths why they would be getting half of our gas.

19 Q The Gulf well is drilled at a structurally lower

20 Fosition is that correct?

21 A It is anticipated that it is. However, we positioned

h well on the east side of the slight structural nose trending

23 IFrom the northwest to the southeast looking at the map -- that

24 host of the wells are on the east side of that nose and we

% 7ere hesitant to move away from that location at this time.
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1 sulf is presently preparing to drill a weii'{n'thé'
2 lsouth half of 18 and Amoco is preparing to drill a well in the
J |least half of Section 13, 18, 24 South, and Antweil has a
4 lproposed well in there and we anticipate offsetting to the
6 lsouth, the Yates Number 4AB Federal in Section 30, immediately
- 8 |[following the Lincoln State Comm.
7 Q At present there is no producing offsetting well?
- 8 A Are you saying the Gulf well is not now prodacing?
- 2 9 Q No. I am saying the well that you are proposing to
. 2 .
' 'g .% 10 §drill in Section 24 there is no -- at the present time there
LR 8 "!
; §§§ " lis no producing offset?
woe
fi .
- §l§§g A That is correct.
: X483 v
:éésf? 13 Q I am not trying to say that the Gulf well is not
- 8
E;E " going on.
g3 :
- ','g é .18 A I anticipate that by the time that we get to T.D.
g 18 lthat the Gulf well will be on stream.
o 17 MR. CARR: I have no further questions.
- 18 MR. STAMETS: -Ms. Teschendorf?
19
2| | CROSS EXAMINATION
2! llBy MS. TESCHENDORF:
22 0. I have one question. Mr. Jeffers, given your |
23
testimony about the Gulf No. 2 in Section 19 tc the east of
24
your proposed 1« :ation, is it your opinion that unless a well
5 26
is drilled in the east half of Section 24 that the correlative
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1 [[rights of the interest owners in that acreage would be
2 lviolated?

- 3 A I do.

4 MR. STAMETS: Any other questions? The witness may
) Sfbe excused.
~ ] (THEREUPON, the witness was excused.)
7 MR. EATON: The applicant rests.
8 ' MR. STAMETS: Mr. Carr?
— 8 9i MR. CARR: I will call Mr. Doug Hanley.
& ,
f % g v
e i3
‘ 5;2 n A. W. HANLEY
e
C e Ei:’g" 12 lwas called as a witness by the protestants, and having been
P £43
. ’ gﬁa 1B {ifirst duly sworn, testified upon his oath as follows, to-wit:
) s :ggéé |
L o 3 16 DIRECT EXAMINATION
: ®© '
2 16 [BY MR. CARR:

1 o Mr. Hanley, will you state your full name and place
- 18 {Iof residen. <?

19 A

A. W. BRanley, Midland, Texas, and I am the District

2 |lr.andman with Marathon 0il Company.

2 0 Have you previously testified before this Commission
2 and had your credentials accepted and made a matter of
23 record?
2 A Yes, 1 have.
26 : .
0 Do you also hold a degree in Petroleum Engineering?
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A, Mechanical Engineering.

Q. Are you familiar with the application of Mesa
Petroleum in this case?

A Yes.

0 - Do your duties with Marathon include dealing with
‘Fther companies when they are proposing to drill other wells?
A Yes. ‘

Q And you were the contact person with whom Mesa
fshould deal in this matter?

A Yes.

Q When did you first learn of Mesa's plan to drill a

well?

A When I received on March the 9th Mesa's letter --

xcuse me, when I received Mesa's letter of January 6th in

ur Midland office on January the 9th.

Q Did this give you any indication as to when they
hctually intended to spud the well?

A Well, only as mentioned in there and has been brought

put in previous testimony as a first quarter proposal.

Qo Following the correspondence received on January 9th
iid you communicate with Mesa concerning this preposal?
A I talked to Mesa's representative about this and

Ldvised him that we were taking the proposal under consideration
0 How does this proposal affect Marathon's plans for

fevelopment in the area?
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1 A This would be a non-budget item,
2 0. This is not an item that you have --

- 3 A In our budget -~ 1978 budget, no, sir. ”
4 0 What interest would Marathon have in the well?

- B A, Three sixteenths or eighteen point seven-five

- 6 || percent.
7 o And your share of the drilling costs would be what?

- 8 A Based on their preliminary figures mentioned in

] 3 9 | this January 6th letter, dry hole costs of fifty-eight thousan

-E g 10 ||'and completed well costs eighty-nine thousand.
333 n Q Why is it that Marathon is reluctant to join in the
et

- gg‘g% 12} 3rilling of this well?

2:§§§§' 13 A Well, as stated in our letter we feel that by

&, géiﬁ 14 | observing or securing more information on offsetting wells

4 ;g § 16 | e could better evaluate the possibilities of this.

! g 16 0. How long do you think it would take to obtain

,: 7 | sufficient data to make a factual evaluation? |
18 A Well, very possibly ninety days' production on the ?

19l Gulf No. 2 could give you a lot of information. |

R 0. Now, you are familiar with the general area that we 5
21'tarebtalking abotit here todav?
22 A. Yes.
23 \ X
0 And you heard Mr. Jeffers' testimony?
24
A Right.
25 .. _
0 In your opinion and based on the information that you
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1 || have to date, what sort of a deposition or situation do you
2 | think the Mesa well will be drilling to?

3 A. A channel situation.

4 Q. Now, based on the information presented by Mr.

g || Jeffers, do vou consider this to be a high risk prospect?

e" A No, sir.

7 Q. Could you recommend to the Examiner what you woulad

g8 | consider to be a reasonable risk factor?

- g 9 A Well, I think reasonable -- a reasonable risk, would ;
2 3
.% g 10 §| not exceed one hundred percent.
- 9 i
3;« n Q Do you have anything further to add to your |
-gi‘ﬁ i
- gi’g 12 § testimony? : f?
2153@ , _
§§3 13 A No. Mr. Jeffers brought out the other two locations
- bﬁé
%Ei 14 | staked to the north and east by Gulf and Yates -- I believe
Htg-x_;-
- - g 15[ it is Yates and Amoco State, not Amoco, which wells could add
[ T
g 16 | to the available information in this immediate area.
17 Q But your real problem is that you just simply are
|
R 18

in a time crunch and the information is such that you have

19 1a hard time --

B 20 A, This is proposed as a first quarter proposal but it
- 2 lyasn't proposed until after the commencement of the first
22
gquarter, actually.
23 0 When you receive a letter saying that a person propos%s
24

to drill a well in the first quarter does that actually mean

26 .
that they are going to drill at that time?
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A That would be strictly an opinion.
MR. CARR: I have no further questions of Mr.
Hanley on direct.
MR. STAMETS: Any questions of this witness?

MR. EATON: Yes, sir.

| CROSS EXAMINATION

BY MR. EATON:

A It's extended by a portion of it being included in

a communitization agreement covering the east half of

Section 22.
Q Was there a producing well?
A Yes, sir, there is on that communitized portion.
0 So, as a consequence Marathon's lease is held by
production?

A That's right.
Q. Would that be one reason why Marathon does not feel

that it is under any pressure to make a decision on whether

or not to drillz
A The only thing that I can say to that is that we do
nct have an exploration problem in the next few months on this
lease. No, sir, we do not have.
0. Now, the January 6th letter said, d4id it not, that

the test well will be drilled in the first quarter?

Q Mr. Hanlev, is Marathon's acreage held by production?i

TR g
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1 A. That is what it said, ves, sir, will be commenced
2 |immediately following the completion of the necessary
N 3 [ paperwork and during the first quarter of 1978.
4 S} Now, you mentioned that this well is a non-budget “
B Srwell?
— 6 A Yes, sir.
7 Q. What do you mean by that?
8" A It was not included in our 1978 budget projects.
— g 9 Q Is that the reason why you have not consented to
- -g g 10 join in the drilling of the well?
i‘ §E§ 1 A, I cannot say that. It was not a 1978 budget and it
- §§§§ 12 fwas not anticipated and therefore it had ﬁo be considered
| " 25;3% BB lifrom the start, when we received the proposal.
:M: gg%ﬂ “yp 0 Has it been considered from the start?
* gg % § 15 f‘ A, Yes, sir, it has and we have responded.
a ] 18 0. By declining to join in the drilling of the well at

s ' 7 lthis time?

o 18 A We preferred to defer, ves, sir.
19 Q And I believe your testimony was that you want to
| 20 get more information from other wells in the area before
2 making the final decision?
2 A That is what our response indicated, ves.
23 !
0 And that is why this is a risky venture? |
i
24 A. No, sir, not necessarily. We specifically mentioned }
% in our response»the Gulf offsetting well to the east, the

o . s B £ AR AT T e o
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No. 2 GK, which was not -~ it was, I think -- at the £imeawe
received this proposal that well was in the final stages of
being completed. We did not even have a C.A.O0.F, on it.

Q Do you consider Yates Petroleum and Northern Natural |

Gas Company to be competent and knowledgeable operators in

the area?

A. Yes,

sir. I might add one thing if I may, we have

never been definitely advised that Yates has indicated that

they would join in this proposal.

We have a copy of Northern Natural's response but notsz
from Yates. |
0. Do you know now that Yates has --
A. Well, I would presume that that is true. I notice o i
the final copy of the A.F.E. that Marathon has since been
deleted and Northern Natural, Yates and Mesa have proportionat-iy

shared Marathon's portion.

MR. EATON: No further Juestions.

MR. STAMETS: Any questions on redirect?

REDIRECT EXAMINATION

BY MR. CARR:
0. Mr. Hanley, does Marathon have any wells in the
immediate area?

A, Not in this immediate area.

0. Unlike Yates thaﬁ does?
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A Yates does, yes. sir,

=

When did you receive notice of this hearing?
A, I, by specific request to Mesa, I was given a copy

of the first draft -- let's see when I got it -- March 10th.

That's the only notice, actually, of a hearing from Mesa.
0 And you requested that?
A. Yes.r
MR. CARR: I have no further questions.
MR. STAMETS: Any other qqestions of this witness?

He may be excused.

{THEREUPON, the witness was excused.)

MR. STAMETS: Anything further, Mr. Carr? ;

MR. CARR: A short statement.

—

MR. STAMETS: I would like to go off the record a

moment.

(THEREUPON, the hearing was in recess.)

ek e e e o aTH ok Ak ki

MR. STAMETS: Back on the record. Do you have anyfhi gj
further, Mr. Eaton? |

MR. EATON: No further witnesses.

MR. STAMETS: Mr, Carr, you had a closing statement?

MR. CARR: Mr. Examiner, the problem we have here

is simply that it is not that Marathon is unwilling or that

o ——

we do not desire to join in the drilling of this well. It is

simply that we are in a time bind, the date that they have

received -~ and the discovery that the matter was actually set
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for hearing and that delay, through no fault of their own,
have put them in a position where it is difficult, one, to
evaluate whether or not they should come in, and two, is the

budgetary problem,

I feel the way the case has been brought really

denies to Marathon the opportunity to take advantage of the
best information that will be available when there is more
data on £he two Gulf wells located in the section immediately
to the east of the section involved in this hearing.

I also point out that a delay wouldn't result in
?dserious drainage problems and no leases were expiring but
the real time constraint is probably more an outgrowth of
their rig scheduling activity than anything else.

We would request that we be given the standard thirty
days or a reasonable time within which to join or to make
our decision.

Secondly, Mr. Jeffers' tegtimbny shows that the well
is being dtilled in what appears to be a channel in the Morrow
and the well is to be drilled dead center and they are
anxious to drill the well even before they get complete data
on the offsetting wells and it would seem to us that all of
this when you read it together is that this is not a high
risk venture and that a two hundred perceﬁt r%sk factor, even

in the Morrow, is unreasonable and that something of one hundred

percent or less certainly would appropriately square with the
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evidence that has been presented here today.

I have nothing further.

MR. STAMETS: Mr. Eaton?

MR. EATON: Mr,. Exaﬁiner, to reiterate, Marathon was
auvised on or about January the 6th that a well wculd be
drilled in the first quarter. They were advised at that time
of the estimated cost and on February 24th Marathon was furthe
advised that the well would be drilled prior to April the
1st. At that time it was submitted an A.F.E. The other
working interest owners, Yates and Northern Natural, apparentl
have taken the position that, yes, they want to join in the
drilling of this well. ‘That it is not too early to drill it.

We feel that the contention that Marathon really
hasn't had time to consider this is not well taken. We feel t
we are entitled to an ordef force pooling the interests. That
in view of the fact that the well has been commenced and
commenced within the time that Marathon had been advised that
it should be that the order should provide for Marathon to
immediately pay the estimated well costs or else to go on to
consent, so to speak,.

MR. STAMETS: Mr. Eaton, what do you think that
immediate is, fifteen days?

MR. EATON: It depends on when the order is entered,
Mr. Examiner. The testimony shows that the well will be

down approximately thirty days from March 18th or roughly

e
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April the 18th.

It seems to me that out of complete fairness,
Marathon is going to have to make its decision, or forced to
make its decision, before the well reaches the objective
depth.

All I can say is that fifteen days may be fine

depending on when the order comes out.

MR, STAMETS: If there is nothing further the case

will be taken under advisement.

(THEREUPON, the case was concluded.)

R A T T S
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REPORTER'S CERTIFICATE

I, SIDNEY F. MORRISH, a Certified Shorthand Reporter,
do hereby certify that the foregoing and attached Transcript
of Hesaring before the New Mexico 0il Conservation Commission

was reported by me, and the same is a true and correct record

of the said proceedings to the best of my knowledge, skill l

and ability.

T L R T T I Tt T IR F W

L A gy

e



BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

CASE NO. 6184
Order No. R-5687

APPLICATION OF MESA PETROLEUM
COMPANY FOR COMPULSORY POOLING, i
EDDY COUNTY, NEW MEXICO. !

ORDER OF THE COMMISSION

‘BY THE COMMISSION:

; This cause came on for hearing at 9 a.m. on March 22, 1978, 4
‘at Santa Fe, New Mexico, before Examiner, Richard L. Stamats. !

NOW, on this 18th day of April, 1978, the Commission, a
'quorum being present, having considered the testimony, the record,
‘and the recommendations of the Examiner, and being fully advised
‘in the premises,

o apveanr ¢

| FPINDS:

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

‘ (2) That the applicant, Mesa Peatroleum Company, Seeks an |
order pooling all mineral interests in the Pannsylvanian formation |

i ‘underlying the E/2 of Section 24, Township 18 South, Range 24 East,

: NMPM, Eddy County, New Mexico. !

s (3) That the applicant has the right to drill and proposes
to drill a well at a standard location thereon. |
: |
i (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 f
“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 i
“pool, the subject application should be approved by pooling all |
mineral interests, whatever they may be, within said unit. é

l[
(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
‘*M afforded the opportunity to pay his share of estimated well costs

to the operator in lieu of paying his share of reasonable well
..costs out of production. :
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(8) That any non-consenting working interest owner that 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. 7

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

(10} That following determination of reasonable well costs,
-any non-consenting working interest owner that has paid his share |
"of estimated costs should pay to the operator any amount that |
jreaBOnable well costs exceed estimated well costs and should |
‘'raeceive from the operator any amount that paid estimated well costd
exceed reasonable well costs.

: (11) That $2000.00 per month while drilling and $225 00 per
month while producing should be fixed as reasonable charges for

. supervision (combined fixed rates); that the operator should be
tauthorized tc withhold from productlion the proportionate share of
"such supervision charges attributable to each non-consenting work-

~ing interest, and in addition thereto, the operator should be

i 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-consent-
ing working interest. [

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

(13) That upon the failure of the operator of said pooled

.unit to commence drilling of the well to which said unit is dedicated
ion or hafore June 1, 1078, the order pocling said unit should

oo b AN N/ Ay A A A LA Gl A

gbecome null and void and of no effect whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, in the
Pennsylvanian formation underlying the E/2 of Section 24, Township ;
.18 South, Range 24 East, NMPM, Eddy County, New Mexico, are hereby
pooled to form a standard 320-acre gas spacing and proration unit |
to be dedicated to a well to be drilled at a standard location '
"thereon.

i

PROVIDED HOWEVER, that the operator of said unit shall commence

‘the drilling of said well on or before the lst day of June, 1978,
~and shall thereafter continue the drilling of said well with due |

diligence to a depth sufficient to test the Pennsylvanian formatioﬁ;<
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PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the lst day of
June, 1978, Order (1) of this order shall be null and void and of .
no effect whatsoever; unless said operator obtains a time extension
from the Director of the 0il Conservation Division of the New
Mexico Energy and Minerals Department 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 bafore the Division and show
- cause why Order (1) of this order should not be rescinded.

(2) That Mesa Petroleum Company is hereby designated the %
loperator of the subject well and unit. |
(3) That after the effective date of this order, the operatoﬁ
shall furnish the Division and each known working interest owner iq
the subject unit an itemized schedule of estimated well costs. i
, |
(4) That within 15 days from the date the schedule of J
estimated well costs is furnished to him, any non-consenting work- |
.ing interest owner shall have the right to pay his share of r
_estimated well costs to the operator in lieu of paying his share
“of reasonable well costs out of production, and that any such owner
iwho pays his share of estimated well costs as provided above shall
.remain liable for operating costs but shall not be liable for risk |
‘charges. {
(5) That the operator shall furnish the Division and each
“known working interest owner an itemized schedule of actual well |
costs within 90 days following completion of the well; that i1f 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

‘wall costs within said 45-day period the Division will determine
reasonabla wall costs aftar public notice and hearing

(6) That within 60 days following determination of reasonablq
wall costs, any non-consenting working interest owner that has paid
~his share of estimated costs in advence 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
" gxceed reasonable well costs, i

(7) That the operator is hereby authorized to wiihhold 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 nnt paid his share of
estimated well costs within 30 days from the
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'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 work-.
‘ing interest, and in addition thereto, the operater iz hersby

i a saven-~eighths (7/8) working interest and a one-eighth (1/8)
! royalty interest for the purpose of allocating costs and charges §

-4~

Case o, 6134
-‘Order No. R-5687

- excass of what are reasonable, attributable to each non-consenting

date the schedule of astimated well costs is
furnished to hinm.

(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 furnished to him.

{8) That the operator shall distribute said costs and

" charges withheld from production to the parties who advanced
. the well costs. %

(9) That $2000.00 per month while drilling and $225.00 per

authorized to withhold from production the proportionate share of
actual expenditures required for operating such well, not in

working interest.

(10) That any unsevered mineral interest shall be consideredE

i

| under the terms of this order.

(11) That any well costs or charges which are to be paid

|
}fout of production shall be withheld only from the working interest?
" share of production, and no costs or charges shall be withheld %
‘ifrom production attributable to royalty interesats.

{12) That all proceeds from production from the subject

‘well which are not disbursed for any reason shall be placed in
i ascrow in EdAdy 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 90 days from the date of this order.

(13) That jurisdiction of this cause is retained for the %

"~ entry of such further orders as the Division may deem necessary.
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Case No. 6184
fOrder Yo. R-5687

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

" STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

o 2t
| PHIL R. LUCERO, Chairman
i




@i}& 2 OIL CONSERVATION COMMISSION

by, ¥ STATE OF NEW MEXICO
am3l P. 0. BOX 2088 - SANTA FE l_
815Gi
DIRECTOR LAND COMMISSIONER STATE GEOLOGIST
JOE D, RAMEY PHIL R. LUCERO EMERY C. ARNOLD

April 19, 1978

Re: CASE NO. 6184
Mr. Paul Eaton ORDER NO. R-5687
‘ Hinkle, Cox, Eaton,
¢ Coffield & Hensley
Attorneys at Law Applicant:
Post Office Box 10
Roswell, New Mexico 88201

i Mesa Petroleum Company

Dear Sir:

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

{Yﬁurs Very truly

///JOE D. RAMEY

[
( /Director

JDR/ fd

Copy of order also sent to:

Hobbs OCC X

3 - »
! Artesia CCC

Aztec 0OCC

Other William F. Carr
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(nuary 6, 1978 > MESRK

Letter mailed to Northern Natural Gas Company, Marathon 011 Company
and Yates Petroleum Company

‘Copy: CG, MEC, JJ ¢ mrer’

Y a

Re: #1 Lincoln State Com, 8800' Morrow Te&.t
Els Section 24-18S-24E ) ; ‘
Eddy County, New Mexico o L
Mesa OP 05-NM-0764-5 oo : S e e

I ME bl

Gentlemen:

Mesa, as Operator, proposes to drill the captioned well at a location
1980' FNL and 660' FEL of Section 24. The test well, located on the
communitized E) of said Section 24, will be commenced immediately
following completion of necessary paper work and during first quarter
1978. According to our information, ownership within the above described
well spacing unit is as follows:

Rt oo s i

? . Company ' Net Acres - Partic;gation

% Northern Natural Gas Company 100 i ~:"31 252 s

i Marathon Cil Company 60 T o718, 752

§ Yates Petroleum Company 60 B 18.75%
Mesa Petroleun Co. 100 31.252

, We estimate a dry hole.cost of $310,000 and completed well cost of

: $475,000; however, a detailed well cost estimate AFE will be furnished
’ promptly following your response to this proposal. We plan.to use the
AAP], Model Form Operating Agreement — 1977 and COPAS. 1974 with appro-
priate Exhibits and minor changes. In this coonection, if you concur
in the proposal, please furnish copies of your lease/title data for our
use in preparing the operating agreement: Please advise if there are
any questions.

Very truly yours, : - R y
Py )7 '77/”) == - ‘ o0\ ;‘L
"’(

/
V4

Robert H. Northingto:i J"I , 6‘// M ‘/
RHN: hh =3 7, 2- }bLoaéJ {4\<3;L’ /43

Cu"“’&d/ ‘/‘?/”
Cobdg

2%
MESA PETROLEUM CO./ VAUGHN BUILDING 7/ SUITE 1000 /7 AC ¢ .. 7 683-5391 7/ MIDLAND, TEXAS 79701
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February 24, 1978 MESRA

PRTROLEUM CO,

! Letter mailed to Northern Natural Gas Company, Marathon 011 Company
and Yates Petroleum Company

BCC: CPG: MEC: JJ: MPH : .

SN
R f@‘__“‘ 3 L
Re: #1 Lincoln State Com, 8800' Morrow Test " é/g/’ R
"F)s Section 24-18S-24E ’ .
Eddy County, New Mexico

Mesa OP 05-NM-0764-5 L

Gentlemen:

With reference to our proposal letter of Januvary 6, 1978, this is

; to provide a status report and ask for your cooperation in proceeding
; toward commencement of the test well. As you are likely aware, the

: Ws of Section 24-18S-24E was purchased at the February State of New

Z Mexico sale by Northern Natural Gas Company and Mesa Petroleum Co.

i We are now prepared to move forward and expect to commence the test
well prior to April 1, 1978,

R S

Enclosed for your considerationvare the proposed Operating Agreement/
Accounting Procedure and preliminary Drilling Cost Estimate AFE. The

final AFE, ideéntical to the one furnished herewith bui executed by lMesa
management, will be forwarded within the next week or so.

If in order, please execute and return four sets of the enclosed signature/
"acknowledgument pages to the Operating Agreement,

-

Please advise if there are any questions.

Very truly yours, y ;

f=: Robert H. Northington
RHN :wp

Enclosures

MESA PETROLEUM CO./ VAUGHN BUILDING / SUITE 1000 7/ AC 915 /7 B83-5331 /7 MIDLAND, TEXAS 78701

—_— . i e e e R R A Tl D e et e e P




Production Operations, U.S. & Canada

@ Marathon Nidiandt Toras 79702
Oil Company Telephone 915/682-1626
RECEIVE D
e 2 19
March 2, 1978 : { PAR 8
o N S QUESK-PBU
crs3y

Mesa Petroleum Co. : i
1000 Vaughn Building . ) ' I
Midland, Texas 79701 o .

Attention: Mr. Robert H. Northington

Gentlemen: | o L . ,‘ , 40[’0540‘1,« o764-5

~

Re: Our Lease NM-1983 - U. S. Lease NM~9558263-A
Eddy County, New Mexico

Your letter of January 6, 1978, proposed drilling of your #1 Lincoln
State Com well as an 8,800 foot Morrow test 1,980 feet from the North
; line and 660 feet from the East line of Section 24, T-18-5, R-24-E,
: N.M.P.M., Eddy County, New Mexico, under a communitization agreement
to cover the E% of said Section 24. Marathon's subject lease covers
an undivided 50% interest in NW}SE}% snd S%SE% of Section 24 for a
réesultant interest of 18 15%.

We appreciate being offered the‘ opportunity to participate in this
proposal; however, our decision as to participation in such a well
will be deferred until more information is available on nearby wells,
including Gulf's recently completed east offset. . : :

B s e o O g BRAN s e e

Yours .very truly, : S : | - , . ' X/\ ’

b b s
1LY

MARATHON OIL COMPANY - 4

Cow. o N
; | 23 e 7\ <<)o X /‘%/
{

A. W. Hanley - ~
District Landman >°L \a \[\p

) '

- e e %

AWH:dr . _ ' .. K& (XC/ C‘\'l// .

: P - o \;\’) Y o C\o 0\’\ :
cc: Northern Natural Gas Company ' /@I( 3 v

401 Wall Towers West 'S . R
Midland, ‘Texas /9701 '\ : O 7 f}"’
Attention: Mr. C. F. Keller - ' r[\ ‘ )f'/ N )
Yates Petroleum Corporation _ r& W/({\ ‘/’I{
207 South Fourth Street vt\' ' 7
Artesia, New Mexico 88210 &
Attention: Mr. Jack McCaw : : '
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Page 2 of 2
¥xaminer Hearing - Yednesday - March 22, 1978 Docket Ho. 11-78

puy

-~ CASE 61841 Application of Mesa Petroleum Company for compulsory pooling, Fddy County, New Mexico.
\ Applicant, in tle slove-styled cause, seceks an order pooling all mineral interests in the
T e, Pennsylvanian foriation underlying the E/2 of Section 24, Tovnship 18 South, Range 24 East,

EFddy County, lNew Mexico, to be dedicated to a well to be drilled at a standard location thereon.
Aleo to be considered will be the cost of drilling ard completing said well and the allocation
of the cost thercof as well as ectual operatirg costs and charges for supervision. Alco to be
considered will be the designation of applicant as operator of the woll and a charge for risk
involved in drilling said well.

CASE 6185: (This Case will be diesmissed)
Application of Mesa Petroleum Company for compulsory pooling, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks an order poeclirg all mineral Interests in the Pennsylvanian
formation underlying the W/2 of Section 32, Township 18 South, Range 35 East, Lea County, MNew
Mexico, 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. Also to be considered
will te the desigration of applicant as operator of the well arnd a charge for risk involved in
drilling said well.

CASE 6186: Application of Sun Production Company for a non-standard gas proration unit; Lea County, New
Mexico. Applicant, in the above-styled cause, seeks approval for a 320-acre non-standard gas
proration unit comprising the KE/4 of Section 20 and the NW/4 of Section 21, both in Township
22 South, Range 36 East, Jalmat Gas Pool, Lea County, New Mexico, to be dedicated to applicant's

Boren & Greer Gas Unit Well No. 2 to be located 890 feet from the North line and 1780 feet

! fron the West line of sald Section 21.

! CASE 6187: Applicatlon of Contirental 0il Company for dowrhole commingling, Lea County, Hew Mexico.

i Applicant, in the above-styled cause, seeks approval for the downhole comminglirz of Blinebry

j and Drinkard production !sn the wellbore of its Hawk B-1 Well Ko. 1 located in Unit F of Section
i 9, Townehip 21 South, Range 37 Easi, Lea County, New Mexico.

CASE 6170: Application of Aminoil USA, Inc., for a unit agreemwent, Lea County, New Mexico. Applicant, in
the above-styled causce, seeks approval for its Westleke Unit Ares comprising 1920 ecrés, more
or less, of State lands in Township 24 South, Range 33 East, Lea County, lew Mexico.

; : CASE 6188: Application of Sam D. Ares for salt water disposal, Lea County, Mew Mexico. Applicant, in the
3 : above-styled cause, sceks authority to dispose of produced salt water into“the Seven Rivers
.formation through the open-hole interval from 3465 feet to 3497 feet in his Zattu Cushing Well
No. 1 located in Unit F of Section 25, Township 24 South, Range 36 East, Jalmat Gas Pool, Lea
County, New Mexico.

R

CASE 6189: Application of Merrion & Bayless for downhole commingling, Rio Arriba County, New Mexico.
Applicant, in the above-styled cause, seeks authority to commingle Pictured Cliffs and Mesaverde
production in the wellbore of its North Lindrith Com Well No. 2, tc be drilled in the NW/4 of
Section 20, Township 26 North, Range 2 West, Rio Arriba County, New Mexico.

SRR
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BEFORE THE OII. CONSERVATION COMMISSION _ :=p e

‘. ,Ksl'fj»
STATE OF NEW MEXICO RSN
L REG am
N i
APPLICATION OF MESA PETROLEUM ) ‘ e Y-
CO. FOR COMPULSORY POOLING, ) - - URSERVATION o

EDDY COUNTY, NEW MEXICO ) Hody

Mesa Petroleum Co., by its undersigned attorneys, hereby
makes application for an order pooling all mineral interests
in the Pennsylvanian formation underlying the EX% Section 24,
Township 18 South, Range 24 East, N.M.P.M., Eddy Cbunty,

New Mexico, and in support thereof would show:

1. Applicant is the owner of an o0il and gas leasehold
interest in the NE%, NE%SE% of Section 24, Township 18 South,
Range 24 East, N.M.P.M. Northern Natural Gas’ orpany, Yates
Petroleum Company and Marathon Oil Company are the cwiners of
the remaining o0il and gas leasehold interests in the EX%

Section 24, Townshin 18 South,; Range 24 East, N.M.P.M.

2. Applicant proposes to drill a well 1,980 feet from the
north line and 660 feet from the east line of said Section 24
to a depth suffig%iSF to tesit the Morrow formation and seeks
to dedicate the of said Sedtion 24 to the well. Applicant
has requested owners of the other o0il and gas leasehold interests
to join in the drilling ... the well, but they have so far refused
to do so,

3. The poog%?g of all mineral interests in the Pennsylvanian
formation in the‘y%f;f said Section 24 will avoid the drilling

of unnecessary wells, prevent waste and protect correlative rights,




-4, Applicant requests that the 0il Conservation Commission

- consider the cost of drilling and completing said well, the
proper allocation of said costs as well as actual operating

costs, charges for supervision and charges for the risk involved

in drilling a well. Applicant also requests that it be designated
as operator of the well.

5 - 5. Applicant requests that this matter be heard at the
March 22, 1978 examiner's hearing.

HINKLE, COX, EATON, COFFIELD & HENSLEY

P. O. Box 10 ’
Roswell, New Mexico
Attorneys for Mesa Petroleum Co.
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APPLICATION OF MESA FETROLEUM ) Tty '

CO. FOR COMPULSORY POOLING, ) '

EDDY COUNTY, NEW MEXICO ) 1
Mesa Petroleum Co.,'by its undersigned attorneys, hereby |

makes application for an order pooling all mineral interests

in the Pennsylvanian formation underlying the EX% Section 24, ;

Township 18 South, Range 24 East, N.M.P.M., Eddy County,
New Mexico, and in support thereof would show:
1. Applicant is the owner of an oil and gas leasehold

interest in the NE%, NE%SE% of Section 24, Township 18 South,

[

Range 24 East, N.M.P.M. Northern Natural Gas) bmpany, Yates
Potroleum Company and Marathon 0Oil Company are the owners of

the remaining oil and gas leasehold interests in the Ek

Section 24, Township 18 South, Range 24 Fast, N.M.P.M.
: _ 2. Applicant proposes to drill a well 1,980 feet from the
north line and 660 feet from the east line of said Section 24 .

to a depth sufficient to test the Morrow formation and seeks

to dedicate the W% of said Section 24 to the well. Applicant
has requested owners of the other o0il and gas leasehold interests
to join in the drilling of the well, but they have so far refused
to do so.

3. The pooling of all mineral interests in the Pennsylvanian

formation in the W% of said Section 24 will avoid the drilling

of unnecessary wells, prevent waste and protect correlative rights.




4., Applicant requests that the 0il Conservation Commission
consider the cost of drilling and completing said well, the
proper allocation of said costs as well as actual operating
costs, charges for supervision and charges for the risk involved
in drilling a well. Applicant also requests tﬂat it be designated
as operator of the well.

5. Applicant requests that this matter be heard at the
March 22, 1978 examiner's hearing.

HINKLE, COX, EATON, COFFIELD & HENSLEY

w, LI Lo f

P. O. Box 10
Roswell, New Mexico 88201
Attorneys for Mesa Petroleum Co.
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STATE OF NEW MEXICO
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APPLICATION OF MESA PETROLEUM ) CONCTRVATION o
CO. FOR COMPULSORY POOLING, ) .
EDDY COUNTY, NEW MEXICO )

Mesa Petroleum Co., by its undérsigned attorneys, hereby
makes application for an order pooling all mineral interests
in the Pennsylvanian formation underlying the EX% Section 24,
Township 18 Soutﬁ, Range 24 East, N.M.P.M., Eddy County,

New Mexico, and in support thereof would show:

1. Applicant is the owner of an oil and gas leasehold
interest in the NE%, NE%SE% of Section 24, Township 18 South,
Range 24 East, N.M.P.M. Northern Natural Gas’ bmpan&, Yates
Petroleum Company and Marathon Oil Company are the owners of
the remaining oil and gas leasehold interests in the EX%

Section 24, Township 18 South, Range 24 East, N.M.P.M;

2. Applicant proposes to drill a well 1,980 feet from the
north line and 660 feet from the east line of said Section 24
to a depth sufficient to test the Morrow formation and seeks
to dedicate the W% of said Section 24 to the well. Appliﬁant
has requested owners of the other oil and gas leasehold interests
to join in the drilling of the well, but they have so far refused
to do so.

3. The pooling of all mineral interests in the Pennsylvanian
formation in the W% of said Section 24 will avoid the drilling

of unnecessary wells, prevent waste and protect correla*tive rights.




4, Applicant requests that the 0Oil Conservation Commission
consider the cost of drilling and completing said well, the
proper allocation of said costs as well as actual operating
costs, charges for supervision and charges'for the risk involved
in drilling a well. Applicant also requests that it be designated
as operator of the well.

5. Applicant requests that this matter be heard at the

March 22, 1978 examiner's hearing.

HINKLj/é§9X' EATON, COFFIELD & HENSLEY

. O. Box 10
Roswell New Mex1col88201
Attorneys for Mesa Petroleun Co.
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

THE PURPOSE OF CONSIDERING: <:f§k<7u¢/
CASE No. _ 6184

Order No. R- 5( &7

APPLICATION OF MESA PETROLEUM COMPANY ,
FOR COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO. ‘

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on March 22 ’ 1978 ’
at Santa Fe, New Mexico, before Examiner Richard L. Stamets .
NOW, on this - day of » 19 78 the COmmiséion,'

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

FINDS:

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

(2) That the applicant,Mesa Petroleum Company ’

r

seeks an order pooling all mineral interests,Kﬁ*/Pénnsylvanian

formation underlying the E/2
of Section 24 , Township 18 South » Range 24 East ’
NMPM, , Eddy County, New

Mexico.




-2-
Case No.
Order No. R~

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

to drill a well _at » abandard location thereon e

{(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 juét and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever thesmay be, within said
unit.

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

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

(8) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production higvgbare of the reasonable well costs
plus an additional 07_@25"“ thereof as a reasonable charge for th
risk involved in the drilling of the well.

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

(10) That following determination of reasonable well costs,
any non-éonsenting working interest owner that has paid his
share of estimated costs should pay to the operator any amount
that reasonable well costs exceed estimated well costs and
should receive from the operator any amount that paid estimated

well costs exceed reasonable well costs.

W
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Case No,
Order No, R-

(11) That $ee-mansth should be fixed as a reason-

able chargesfor supervision (combined fixed rates); that the

operator should be authorized to withhold from production the

proportionate share of such supervision chargesattributable to

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

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

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 fof 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 cf said pooled
unit to commence drilling of the well to which said unit is

|dedicated on or before !QA ue / 4 /q 75/ , the order
v /

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

IT 1S THEREFORE ORDERED:

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

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

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

at a standard location thereon.

PROVIDED HOWEVER, that the operator of said unit shall

copmence the drilling of said well on or before the Z,s VLday of

iuﬁb , 19 25{ and shall thereafter continue the drilling

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

/?bnS[A/Ml% formation;
4

PROVIDED FURTHER, that in the event said opeiator does not

commence the drilling of said well on or before the Z-S ’ day of

ﬁ,un-éf , 19 /%, order (1) of this order shall be null
—6

and void and of no effect whafsoever, unless sald operator obtains

in the Pennsylvanian formation underlying the E/2
of Section 24 , Township 18 South  p.,q4e 24 East ,

' |
N¥PM . ’ Eddy County, New Mexicoj i
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PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencement

. 17 13005
thereof, said operator shall appear before thépbonméeoicn and

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

(2) That Mgsa Paetraleum Company is hereby designated

"the operatoﬁ of the subject well and unit.

{3}). That after the effective date cfi this order amd—witittn

1, the operator shall furnish

the gzﬁ$¥¥§¥3n and each known working interest owner in the subject
unit an itemized schedule_of estimated well costs.

(4) That within-ﬁ%-days from the date the schedule of
estimated'wéll costs is furnished to him, any non-consenting
hworking interest owner shall have the right -to pay his share
fof estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any

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

vided above shall remain liable for operating costs but shall

not be liable for risk charges.

3-1,
(5) That the operator shall furnish the eeg§§%;§5n and each

A o s VI T b,

: known working interest owner an itemized schedule of actual well
‘ costs within 90 days following completion of the well; that if

. X . VY iécom
i no objection to the actual well costs is received by the Gon—

mission and the Lommission has not ob’ *ed within 45 days
: following receipt of said schedule, the actual well costs shall

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

e A N

is an objection to actual well costs within said 45-day period
bfv&'s_ﬁ_«—w . . .
the Gamm$65492/w111 determine reasonable well costs after public

&»« : notice and hearing.

(6) That within 60 days following determination of reason-
able well cost3, any non—-consenting working interest owner that

has uzid his share of estimated costs in advance as provided
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above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.
(7) That the operator is hereby authorized to withhold
the following costs and charges from production:
(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of

estimated well costs within 30 days from the

date the schedule of =2=stimated well costs is

furnished to him.

S

(B) As a charge for the risk involved in the
v cém

drilling of the well, Zm Ee of the pro rata

share of reasonable well costs attributable

R

to each non-consenting working interest

LT A A

owner who has not paid his share of estimated

X

well costs within 30 days from the date the

oy et

schedule of estimated well costs is furnished

to him.

B e IL < 7y

(8) That the operator shall distribute said costs and

i

2 pvw

charges withheld from production to the parties who advanced

; = v .,W w‘/e dv://ld'v G-«CL—
; the well costs/ﬂg%@zaﬂpcymhw 204 /e ,%vc’a.cf? ? re.
(9) That per-montk-—is- hereby fixed as w reasonable

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

not in excess of what are reasonable, attributablie to each non-

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

(11) That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interests éhare 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 be placed in

escrow in _®ddy County, New Mexico, to be paid to the true owner
thereof ﬁpon demand ?qd proof of ownership; that the operator
shall notifv the %n of the name and address of said
escrow agent within 90 days from the date of this order.
- {13) That jurisdiction of this cau?e’is retained for the
entxy of such further orders as the:gééﬁﬁg;;on may deem necessary.
DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated. B |
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