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MR. STAMETS: Call at this time CAse 6433,

MS. TESCHENDORF: Case 6433. Application of

Cities Service Company for compulsory pooling, Ed4dy COunty,
New Mexico.

MR. KELLAHIN: Tom Kellahin of Xellahin and
Kellahin, Santa Fe, New Mexico, appearing on behalf of the
Applicant, and I have one witness.

MR. STAMETS: Any other appearances?
I'd like to have thé witness stand and be éﬁorn, please.

(Witness sworn.}

- ELMER STARTZ
being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

DIRECT EXAMINATTON
BY MR. KELLAHIN:

Q' Mr. Startz, would you please state your name

A My name is Elmer Startz. I'm the Region#l
PetrdleuﬁuEngineer for Cities Service 0il Company inﬂMidfg’
land, Texas. ; |

0 Mr. Startz, have you previ

beéfore the Oil Consef@ation Division and had your qualifi-

cations as an expert witness accepted and made a matter of




A Yes, sir.
0 .Have you made a study of and are you familiar
with the facts surrcunding this particular application?
A Yes, sir.‘
MR. KELLAHIN: We tender Mr. Startz as an
- expert witness.
MR. STAMETS: The witness is considered
qualiFied.
0. (Mr."Kelléhin continuing.) Wouid you please

refer to what I've marked as Exhibit Number One and identify

$08) 4712463 -

L

that? And explain what Cities Service is seeking.

New Mexico 37581

A Okay. This is a plat of the proposed well,

{
SALLY WALTON BOYD
CERTIFIED SHORTHAND AEPORTER

3030Plaza Blancs.
Santa Pe,

the Zia No. 1. 1It's located 1980 from the south and 1980

from the west of Section 8, Township 23 South and Range

28 East in Eddy County.

0  What willsbé'thec§roration‘unit to be dedi-
cated to the well?

A The south half of Section 8, which is 320
acres, and it's outlined in the heavy broken 1iﬂe.

Q What is the—differende‘bétween'the yellow

lines and the white area within the proration unit?

A The yellow portion is the area that we have

. JF
currently signed up and the 'white is the area we do not

have signed up, and the approximately 45 acres there that's
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printed in there as Pecos Irrigation, that is now signed
up, so the only acreage not signed up is the small white
rectangular area there, which is the east half of the

northeast and the southwest of the southwest.

0

A

0
that tract?

“A.
owners.

0

at' this point to the drilling of the well?

A,

that said they may join; one that said they wouldn't; and

the remaining fifteen we haven't heard from.

Q

o

addresses of those individuals that have an ifterest in

Section 57

A. .

5 acres.

Yes, I sure do.

[$2]

Page

How many acres is that, Mr, Startz?
Tt's five acres.
And who are the working interest owners of

There are 24 individual working interest

How many of those individuals have not aygreed

o

Ve 51

Ve —-= we nha

Well, at this point

we ha

Do you have a tabulation of the names and

MS. TESCHENDORF: You said Section 5 and

Section 8.

MR. KELLAHIN: I meant within the five acre -

(Mr. Kellahin continuing.) Mr. Startz, I
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show you what I've marked as Exhibit Number Three, and ask
you if that's a tabulation of all of the owners for this

particular 5-acre tract?

A Yes, sir.

o Are there any additional parties not named
on here? |

A The eight parties named on here is as tabu-
lated and then the other fourteen -- these eight parties’

cover eight of the individual tracts and the other fourteen
are owned by Mr. Cahill; £hat's'not on here.

0. All right, let's start with Mr. fahill, what,
ig any, responses have you had from your inquiries of Mr.

Cahill as to whether he'll participate in the well?

A We have not had any response from him at all.
Q. What inquiries have you made of Mr., Cahill?
A We finally located his address and we sent

him a letter dated January,the 23rd, and as of today we

0 Mow, with regards to the other eight tracts
within:the'S—acre p%rcél,‘have you had-any communication
with those owners?
| A Yes, sir, by letter, and they're dated

January the 10th, 1979,

o} 1 show you what I've marked as Cities BSerxvice

[ )

Exhibits Four, Five, Six,‘Seveh;?and'Eight, and ask you if
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0. They have not reduced that to writing, have
/they? ~

A No, sir.

Q~‘ ﬁrg“Starts, T show voun what I have marked

as Cities Service Exhibit Number Two and ask you to identify

Page 7
those are true and correct copies of therletters sent to
those particular people?
A ' Yes, sir, they are.
0 All right, Mr, Startz, what, if any, resoponse
have you had from any of the individuals with recards to

those eight t;acts?

A We had -- we received answers from sixjwhere
they stated they ﬁay join the drilling of this well and one
that said they wouldn't, which is Mrs. Edith Miller of
Auétin -~ Mrs. Miller Austin of Amarillo, Texas.

And then the other one we've had no answer
yet, which is, let's see,’?hat's Mrs. Merle Miller Holloway
of ‘Snyder, Oklahoma.

0. Do the notétiOns indicated on Cities Service
Exhibit Number Three indicate the current state of nego-
tiations with éachAof the particular veople involved?

A Yes, éir, they‘do. | |

0.  And as of this date, do you have any written
commitments from any of those people?

A Just that t hey may, the six may join.

T ey
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— 1 that.
2 A Ckay. That is the drilling well cost esti-
3 mate, which shows that for a producing well the estimated

4 cost is $1,410,881 and for a dry hole, $1,177,931.

5 Q What is the anticipated total aepth of the
6 well? |
7 A 12,650 feet. %
8 0. You're seeking to force vool all the mineral é
9 interests in the Pennsylvanian formation, are you not? é
afs. 10 A Yes, sir, i
i »
IRE';“ 1 ) What is your primary objective?
g‘,gé ' 3
'jg‘ei 12 A The Morrow zone.
3 i,
:.aéé 131 - ‘ 0 How do the well costs for this particular
-l ]
-t . . . e .
5gg§ 14 well compare to the well costs for similar Morrow completionw

15 in Eddy County?

16 A This cost is based on the offset well to

Rl ‘the south in Section 17, which we drilled last year.

18 0 What is that well? What's the name of it?

19 A That's the Polk A No. 1,

50 0. Now, in";reference .to' Exhibit Nunllgér TWO,

21 ’ wha;t accounts for what ap;’oears to be a rather high cost for

22 drilling ég_i'\Morrqw well?

23 A.k/ Well, m‘}énly because of the abnormal pressureg
% encountered in this particular area from the Wolfcamp through
25 the Strawn and Atoka zones, and because of thié i*:iequi_rés'
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/ﬁ\ ! extra supervision and rather heavyrmud rates in the range of
2 12 to 14 pounds per gallon, |
3 And this also requires extra casing in the :
4 well.
5 0. Do you have a recommendation to the Examinexr
6 with regards to superviéion costs while drilling and after
7| completion for this partiéglar well?
8 ‘ A, )\Yes, sir, we propose $3326 per well per

9 ‘month for drilling and $338 per well per month for weli

gg gg 10 operations.
o8t _
:!,:.% n MR. STAMETS: What was the second figure?
~ 0%32 .
3 h - 1
o ggig 2 A $338,
= ,
B3as 13 n ‘
=8 ST ey ‘Hiow 4o thosc costs compare to the Cities
2E5Y 14 ’
"’5.‘. Service Well in Section 17?
15 : ,
A This is what these costs are based on, on
16 ’ . v qqs
the Polk A No. 1 operation and drilling.
17 s . ! ci .
0. With regards-to the cost of supervision, do -
18 o _ y ; , - o
' you have a recommendation to make to the Examiner with re-
19 : 5 ; - . . . ¥
~gards to any adjustments to be made in the combined fixed
20
& rates?
21 L
A Yes, sir. We propose that this be changed
22 \ " . , .
as to COPAS 1974, That's paragraph 1-A, it's adjustment
, 23 ' i ,
e " _ of combined fixed rate, which calls for adjustment every
- el o ‘
April 1st.
25 . .
& 0. Is that particular language in .the COPAS
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Y ! provisions a common practice for inclusion in operating
2 agreements with regards to the drilling of wells?
3 A Yes, sir.
4 Q. End would this place the nonparticipating
5 working interest owﬁers on an equal basis with those people
6 that did consent?
7 A -~ Yes, sir.
8 Q and do you have a recommendation to the
® Examiner with regards to a risk factor to be imposed upon
g%%s 10 the _nonconsenfing parties for the drilling gf this wétll?
5“:::; n A, We recommend 100 percent risk factor.
g;si 12 Q on what is that based?
11 . it i s :
Egéj ~ A, it‘s just based on the nature of the Morrow
55.5.5 " in this area where it's very spotty and it's risky from one
15 location to the next.
16 : ol Okay. Were Exhibits One through Eight com-
n piled by you directly or compiled under your direction and i
- 8 'superviéion? |
\ 19 A Yes.
2 Q In your opinion, Mr. Startz, wiil approval
nloor this application be in the best interests of conservation}
2 vthe prevention of waste, and protection of correlative )
2? rights?
24 . B :

A Yes, sir.

B

® , MR. KELLAHIN: We move the introduction of
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Exhibits One through Eight.

MR. STAMETS: These exhibits will be admitted

MR. KELLAHIN: That concludes our direct

testimony.

CROSS EYAMINATION

BY MR. STAMETS:

o Mr. Startz, did I understand you to say you

are seeking a 100 percent risk factor?

A Yes, sir.

Q Not a 200 percent?

A No, sir,.

0 Okay‘ s there an operating agreement on

this No. 1 Well?

A Not at this time.

o Is there one in process --

A Yes, sir. Yes, sir.

0 And I take it Pecos Irrigation District

voiuntarily signed the 6perating agreement?
A Ye%, sir. They joined the -- they signed
up for the drilling of the well and I'm sure they will.
| [0} Okay. 1Is this $3386 and $338 amounts re-

flected in the operating agreement for the Polk Well in

“Section 177

A Yes, sir. The Polk is a 100 percéht well,




A(808) 4112462

New Mexioo 87501

Sants Fe,

CERTIFIED 81iORTHAND REPORTER

3020Pjazs Bianea

SALLY WALTON BOYD

10

t

12

14
15
16
17
18

19

21

23

24

25

‘maintenance and so forth --

Page 12

Cities Service owned, but it was based on the cost of --
0 Do you have any operating agreements where
anyone has voluntarily agreed to these overating costs?

A, Not this particular, no, sir. This is --

‘this is somewhat higher than a typical Morrow well, but

it's based on the difficulty in drilling the high costs --
when we penetrate abnormally high pressure‘zones like this,
we ﬁsually'have two supervisors on the location and things
like this that do drive up the cost somewhat. |

0. Okay, now how about the $338 once this well

_is completed, it's not any more difficult to operate than

any other well, is it?

- VNA Wéll, wéfégiii:ﬁave hiéher preésurés. The
Polk was completed a dual well and we have 10,000 pound
Christmas trees on it; everything is much “higher preséure.
Our producing equipment is‘rated at 10,000 psi, and any

) It doesn't take two men to turn the valve

on, thoﬁghi

A ) No, sir, but we do -- any maintenance would

" coat more./

0 Do you ‘have any operaﬁing agieéments‘that<
call for this $338 a month;tb operate?
A Not to my knowledge.

Q Do you have -~ what evidence do you have then
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~
S ! that this is an appropriate rate?
2 A I don't have any concrete evidence with me
3 at all. These were, like I said, based on the -- our ex-.
4 perience with the Polk, and this is what we tried to strive ;
5 for in this case. |
8 Q What's the highest rate that Cities Service
7 is charging or collecting for supervision while producing?
8 A I don't believe I can answer that right now.
9 I don't have that information in front of me.

' g“E: 10 . Q0 I believe we'll have to have that informa-
of:t , '
@ E e "1 wiom,
g8

;gg: 12 MR, KELLAHIN: We'll be happy to supply it

-
3 a E-?' 13 PP URFIERE "RENERLE Btk d EE N R e R R ST ST o ST I S,
-~ g N LO YOuU Ly 8irieir, ki HAT ' 5 aClepilauai.,.
:Eég
E & .
# s 11 MR. STAMETS: That would be fine. Copies
15 of existing operating agreements would be fine; whatever

16 evidence you may have as to actual operating costs or the

17 producing cost for the Polk Well would be'appropriate; as

Bl well.

9 Any other questions of -~ oh, yes, I«have

2 one other question. |

2 ¢ (Mr. stamets continuing.) In looking at

2 the letters that you have sent out, itjépﬁeafs as though

» everyone éxcept Mr. Cahill received a letter only asking

zijy them to lease théir”écfeagé; did'nctVdiscusé‘the poSSiQ&li£§
% of participating, is that correct?
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A I believe that's correct. Our land people
handled that part of it., I believe that's correct.

0. So these folks really havenft had an oppor-
tunity at this point to agree to participaﬁe in the drilling
of the well, is that correct?

A Yes, sir.

o However, that is required by the Commission
order. In this case I would like to have copies of the

letters which are sent to these owners submitted to the

record.

MR, KELLAHIN: The letter after the order
is enteged?

‘MR. STAMETS: Yes,

MR. KELLAHIN: Within thirty days of drilling]

MR. STAMETS: Yes. The one giving them the
opportUnity to join.

| Anyrother questions of the witness? He may

bé.excused.

Anyﬁhfng further in this case? .

We'll take the case under adviseﬁent.

(Hearing concluded.)
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2 REPORTER'S CERTIFICATE
3 _
I, SALLY WALTON BOYD, a Court Reporter, DO HEREBY
4
CERTIFY that the foregoing and attached Transcript of
5
Hearing before the 01l Conservation Division was reported
6 .
by me; that said transcript is a full, true, and correct
71 _ : :
record of the hearing, prepared by me to the best of my
8 { o ' ; .
ability, knowledge, and skill, from my notes taken at the
9 ’ ‘
time of the hearing.
R 10
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533: 12 | Sally'W. Boyd,' C.S.R.
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Page 3
"R, STAMETS: Call at this time CAse 6433,
MS. TESCHENDORF: Case 5433, Application of
Cities Service Company for compulsory pooling, Eddy“County;

New Mexico.

‘ MR. KEiLAHIN: Tom Kellahin of Kellahin and
Kellahin, Sanéé Fe, ﬂew'Mexico, appearing on behalf of the
Applicaﬁt, and I have one witness.
MR. STAMETS: Any other appearances?
I'a 1ike to have the witness stand ahd bé sworn, please.

(witness sworn.)

ELMER STARTZ
being called as a witness and having been duly sworn upon

his oath, testified as follows, td~wit:

DIRECT EXAMINATION

'BY MR. KELLAHIN:

o Mr. Startz, would ybﬁ please state your name §
and occupation?

A My name is Elmer Startz. I'm the Regional

Petroleum Engineer for Cities SerVice 0il Company in Mid-

land, Texas.

. - o E . Wk
Q@ Mr. Startz, have you previously tostific

b&fére the 0il Conservation Division and had your qualifi-

cations as an expert witness accepted and made a matter of




1 record?
2 A Yes, sir.
3 Q Have you made a study of and ara you familiar

4 with the facts surrounding this particular application?

5 A Yes, sir.

’6 A MR. KELLAHIN: We tender Mr. Startz as an
7 expert witness.

8 MR. STAMETS: The witness is considered

9 qualified.

of s 10 0 (Mr. Kellahin continuing.) Would you please
sEzs ,
5323 " refer to what I've marked as Exhibit Numbér One and identity
: 2232 12 that? And explain what Cities Service is seeking.
;gg: 13 A Okay. This is a plat of the proposed well,
3§§j 4 the Z%ia No. 1, TIt's located 1980 from the south and 1980
16 from the west of Section 8, Township 23 South and Range
16 28 East in £ddy County. | o
0 0 What will be the proration unit to be dedi-
8| cated to the well?
19 A The south half of Section 8, which is 320
20 acres, and it's outlined in the heavy broken line.
2 0 What is 'the difference between the irellovi
22 lines anﬂvd the white area within the proration unit?
3 A The yellow portion- is the area that jvif-.héii&
e 4 currently signed up and the white is the area we do not

% have aighed up, and the appfoximatevly 45 acres there that‘s”
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TN 1
o printed in there as Pecos Irrigation, that is now signed
2 up, so the only acreage not signed up is the small white
3 rectangufar‘area there, which i1s the east half of the
4 v - ;
‘ northeast and the southwest of the southwest.
5 Q How many acres is that, Mr. Startz?
6 A It's five acréé.
7 0  And who are the working interest owners of
8 that tract? -
) o o |
A, There are 24 individual working interest :;
» 10 o
ofs: owners.
88 |
2 Q Hlow many of those individuals have not agreed
r 34 :
—~ 083§ | . ’
w/’# i; at this point to the drilling of the well?
- B3ag 13 -
5%!3 A Well, at this point we have -~ we have six
-d o
H 14 , . P -
3 s that said they may join; one that said they wouldn't; and
15 ‘ , '
the remaining fifteen we haven't heard from.
16 ' V L
0 Do you have a tabulation of the names and
17 ' ,
, addresses of those individuals that have an interest in
18
Section 57
Tre .
A Yes, T sure do.
.20
MS. TESCHENDORF: You said Section 5 and
2
. 5 acres.
2
' A Section 8.
23 S
(:j 'MR. KELLAHIN: I meaht within the five acre
< 24
tract, ;
2% . : b - ; , _
’ ' Q (Mr. Kellahin continuing.) Mr. Startz, I
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T ! show you what I've marked as Exhibit Number Three, and ask
2 you if that's a tabulation of all of the owners for this
3_ 5 3 particuiar's—acre tract?
4 A Yas, sir.
5 Q Arc there any additional parties not named
8 on here? | \
7 | A The eight parties hémed on here is as tabu-
8y iated and then the other fourteen -- these eight parties
9 ycovefxeight of the individual traéts‘and the other fourteen
§5 10 are owned by Mr. Cahill; tHat's not on here. |
g; " 0. All right, let's start with Mr. Cahill; what,
1 jz if any, responses have you had from your inquiries of Mr.

13 Cahill as to whether he'll participate in the well?

$020Plaza Blinca
Santa Pe, tew

'SALLY WALTON EOYD
CERTIFIED SHDORTHAND REPORTER

14 : o ,
A We have not had any response from him at all.

1 -

s 0 What inquiries have you made of Mr. Cahille?

1 e ‘

8 . A We finally located his address and we sent

17 :
him a letter dated January the 23rd, and as of today we

® haven't heard from him,

i ’ Qa Now, with regards to the other eight tracts

2 within the 5-acre parcel, haVé you’had any communicaéion

2' with those owners?

!22 A Yes, sir, by letter, and they're dated

2?‘ January the 10th, 1979, |

2 ' Q I show you what I'vé marked as Cities SerVicé'
26

Exhibits rour, Five, Six, Seven, and Eight, and ask you if
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! those are true and corraect copies of the letters sent to

2 those particular people?

3 | A - Yes, sir, they are.
S Q All right, Mr. Startz, what, if any, response

s have you had from any of the individuals with regards to §

those eight tracts?

A We had -~ we recelved answers from six where

1 8 they stated they may join the drilling of this well and one

8 S ,
that said they wouldn't, which is Mrs. Edith Miller of
s 10 , s . i
Egzz Austin -~ Mrs, Miller Austin of 2amarillo, Texas.
Q o ’ ’
oss5e 1 _
zgts And then the other ons wa've had no answor
O3:2%
= B¢ 12 » : ,
/ ;’gi; yet, which is, let's see, that's Mrs. Merle Miller Holloway
: : _
a s 13 4. o, : ,
5 € of Snyder, Oklahoma.
iﬁgg 14 ' f
wis Q Do the notations indicated on Cities Service
15 ' ‘ , '
Exhibit Number Three indicate the current state of nego-
16 v v N
tiations with each of the particular people involved?
17 . ' - S
A Yes, sir, ‘they do.
18 .
0 And as of this date, do you have any written
18 y . : '
» commitments from any of those people?
20 ' " ' | .
A Just that t hey may, the 3ix may join.
0 Y
Q They have not reduced that to writing, have
they?
23
A Mo, sir.
24 ~ L
Q. Mr. Starts, I show you what I have marked
2% ‘ . :
as Cities Service &Ixhibit Number Two and ask you to identify
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: 1 that.
2 A Okay. That {8 the drilling well cost esti-
3 mate, which shows that for a producing well the estimated
4 cost 1s $1,410,881 and for a dry hole, $1,177,931.
5 0 What is the anticipated total dept}{ of the
6 well? |
7 Ton 12,650 feet.
8 0 You're seeking to force pool allt the mineral
9 interests in the Pennsylvanian formation, are you not?
ass. 10 A Yes, sir.
Sk i
:g ;g n 0 What 18 your primary obiective?
/: gggg 12 ) A The Morrow zone.
' ;EQ% n” R o ‘ How do the well costs for this particulai
5§§§ 14 v?ell compare to the well costs for similar Morrow completiong
| in Eddy County?
 '6 A..  This cost is based on the offset well to
17| the south in Section 17, which we drilled last ‘yégr.
18 ' 0 What is that well? What's the name of ii:?
9 TS That's the Polk A No. 1.
20 | Q ’Now, in reference to Exhibit ﬁ‘umber Two,
2 what accounts for what appears to be a rather high cost for
2 driliing’ a Morrow well?
~ 2 ’ A Well, mainly because of the abnormal pressure
- i L encoﬁhteréd in fhy:is particular area from the Plol’fc’émb‘ffifréﬁa
% the Strawn- and Atoka zones, and be,.c‘ﬁause of this it requires
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extra supervision and rather heavy mud rates in the range of
12 to 14 pounds per gallon.

And this also requires extra casing in the

well.

Q ‘Do you have a recomméndation to the Examiner
with regards to supervisgsion costs while drilling and after
completiOn for this particular weli?

A Yes, sir, we propose $338§ per well per

month for drilling and $338 per well per month for well

operations.
MR, STAMETS: What was the second fiqure?
A $338. |
e fiow do those éoSES'compare to the Cities

Service Well in Section 17?2
A This is what these costs are based gn,5on
the Polk A No. 1 operation and'driiling.
Q with regards to the‘ébst of supervision,’§05 
you have a’;ecommendation to make to the Examiner with re—. .

gards to any adjustments to be made in the combined fixed ;,

A Yes, sir. We propose that this be changed .
as to COPAS 1974. That's pgragraph‘l~h, it's adjustment
of combined fixed rate, which calls for adjustment every

April 1st.
| 0 Is that particular‘lgnguage in the“COPAS

ey L
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! provisions a common practice for inclusion in operating

2 agreements with regards to the drilling of wolls?

MR. KELLAUIN: We move the introduction of

3 A Yes, sir.
4 ' 0 And would'this place the nonparticipating
; 5 working interest owners on an equal basis with those people
§
¢ that 'did consent?
7 . A o Yes, sir.
; 8 Q And do you have a recommendation to the
. S _9 Examiner with regardsAto a risk factor to be imposed upon
. ggig the nonconsenting parties for the drilling of this well?
e os:=
S . a&t= 1 : o . o . :
z528 - . A We recommend 100 percent risk factor.
R 233 g . ‘
e ] R :"52 ‘ Q On what is that based?
et > ~ - A It's just based on the nature of the Morrow |
e 3'% . : ,
R »33 >‘ " in this area where it's very spotty and it's risky from one
15 ; o '
location to the next.
~ 16 , . ,
Q Okay. Were Exhibits One through Eight com-
‘ 17 - L ,
piled by you directly or coiipiled under your direction and
18 ' § ‘ | ;
7 supervision?
| 19° '
EE R ‘ A Yes,
20 o
§ _ , Q In your opinion, Mr. Startz, will approval
21 TR '
_ of this application be in the best interests of conservation|
:$ » the prevention of waste, and protection of correlative
. ‘23,
; N ‘ rights?
\{ LA Cae N i
¥ A Yes, sir.
o
1
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_ Section’17?

Exhibits One through Eight,

MR. STAMETS: These exhibits will be admitted

MR. KELLANIM: That concludes our direct

testimony.

CROSS EXAMINATION

BY MR. STAMETS:
6 Mr. Startz, did I understand’you to say you

are seeking a 100 percent risk factor?

A Yes, air,
QO Not a 200 percent?
A No, sir.
o Q , Okaye Is tbe;@'anfégéféting agreament on ...

this No. 1 Well?

A Not at this time.
U Is ‘there one in process --
‘A - Yes, sir. Yes, Sif;'
Q@ And I take it Pecoérirrigation pistrict
voluntarily signed the operating aggeement?w
A Yes, sir. They joined the —; they signed

| up for the dx#lling of the well and”I'm sure they will.)

o 7 Okay. Is this $3386 and $338 ‘amounts re-

v

flected in ‘the operating agreement for the Polk Well in

W

A Yes, sir. The Polk is a 100 parcent well,

i R T T e e, N L T B T e e

-
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/\ 1 Cities Service ovmed, but it was based on the cost of --
2] 0 Do you have any operating aqreecments where
3 anyone has voluntarily agreed to these operating costs?
4 ‘A Mot this particular, no, sir. Thi§ ig -~ ;
o thig is somevhat higher than a typical Morxow well, but g

6 it's based on the difficulty in dfilling the high costs --
7 vwhen we penetrate abnormally hich pressure zones like this,
8! we usually have two supervisors on the location and things

9 like this thét do drive up the cost somewhat.

gg 25 10 0 Okay, now how aboug the $338 once i_:hiks well f
Eggg H is completed, it"s not any more difficult to operate than ,
fj} ggs; 1 any other well, is it? ‘ - ; V
; gé!'::% 13 A wWell, we stiil Wave higher pressures. The
- : ‘
gggi " Polk was corﬁpieted a dual well and we have 10,000 pound
15 Christmas trees on it; everything is mut;;t"h‘igher pressure,
18 our producing equipment is ra‘ted at‘rl‘o,ooo psi, and any
'17_ mainteriande and 86 forth --
18 Q It doesn't take two men to turn the valve
" on, though.
2 - A No, sir, but we do -- any maintenance would
2 cost more.
R ) Do you have any dperatih’g’agreements thaé'
N » call for this $338 a month to operate? / |
~ 24 ‘ : \

29 s A Not to my kn’bw’ledge‘. A

. . Vo
® 0. Do you have -- what evidence do you have then
\
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- of participating, is that correct? ) x

“that this is an appropriate rate?

A I don't have any concrete evidence with me
at all. These were, like I said, based on the -- our ex-
perience with égé‘Polk, and this is what we tried to strive
for in this case.

Q What's the highest rate that Cities Service
is charging or collecting for supervision while producing?

| A ‘ I‘don't believe I can answe;;that right now.
I don't have that information in front of me.

Qo I believe we'll have to have tHat informa-

tion.

MR. KELLAHIN: We'll be happy to supply it
to you by letter, if that's acceptable.

MR. STAMETS: That would be fine. Copiesn

of existing operating agreements would be fine; whatever

evidence you may have asvﬁo actual operating costg or the

producing cost for the Polk Well would be appropriate, as

wall.

Any other quesgioﬁs'of -- oh, yes, I have
one otﬁer question.
Q . (Mr. Stamets continuing.) In looking at
the letterS'fhat'youAhave sentfout,'it appears aé though

everyone‘exgept Mr. Cahill received a letterfcnly‘asking

them to lease their acréage;‘dié not discuss the 90331bf1ity
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A I believe that's correct. Our land pcople
handled that part of it. I believe that's correct.

Q So these folks really havén‘t had an oppor-
tunity at this point to agree to participate in the drilling
of the well, is that correct?

A Yes, sir.

Q However, that is required by the Commission |
order. In thig case I would like to have copies of the |

letters which are sent to these owners submitted to the

record.

MR. KELLAHIN: The letter after the orxder

MR, STAMETS: Yes.
MR. KELLAHIN: Within thirty days offdrilling‘ é
MK, STAMETS: Yes. 'The one giving them the |
opportunity to join. |
T Any other questions 6f'£he'§i€né85? ‘He ﬁiy'Q
be excused.
Anything further in'thisyéase?
Wa'li take the case under advisement.

(learing concluded.)

s W
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2 REPORTER'S CERTIFICATE
3 ' _ o
I, SALLY WALTON BOYD, a Court Reporter, DO HEREBY
4 : o
{ CERTIFY that the foregoing and attached Transcript of
5 o
; Hearing before the 01l Conservation Division was reported
6 ,
by me; that sald transcript is a full, true, and correct
f record of the hearing, bprepared by me to the best of my
8 . , ,
: | abillity, knowledge, and skill, from my notes taken at the
5 time of the ‘hearing.
.y ggI.
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| CITCO
CITIES SERVICE COMPANY Box 1919

ENERGY RESOURCES GROUP Midland, Texas 79702
_ (915) 684.7131
ECE&VED March 12, 1979

V
State of New M@NSERVATION pIVISION , b
Energy and Minerals ent |
0il Conservation Commission '
P. 0.-Box 2088
Santa Fe, New Mexico 87501 P cedQ é 433

Attention: Mr. R. L. Stamets

Re: Order R-5921
Compulsory Pooling Mineral Interest
S/2 Section 8, T-23-S, R-28-E
Eddy County, New Mexico

Gentlemen:

The attached letter has been sent to the fbllowing parties holding mineral
1nterest pooled under Order R- 5921

Daisy M111er Buchwald 1785714 Acres
(Has agreed to lease to Cities Serv1ce but lease has not been

received as of this date.)

Edith Miller Austin .1428571 Acres
(Has refused to lease or participate from earlier attempts.)

Gordon Miller _ o 0892857 ‘Acres
(Address unknown.  May be covered by C. R. Cahill lease but
unknown until we receive more information relative to current

ownership.)

All other partlesho'l&ihg mineral interest have agreed to par'tic‘ipate:y

Working Interest Acres : Percent
Pecos Irrigation Company 40.000000" 12.50000
C. R. Cahill 3.339286 1.04352
Cities Service '276.250000 86,32813
Uncormit ted .410714 +, 12835

- Yo AR TR - B .0 e R i S B B R e L
- L
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Order R-5921 Page 2
Compulsory Pooling Mineral Interest

S/2 Section 8, T-23-R, R-28-E

Eddy County, New Mexico

You will be supplied an itemized s‘chedule of actual well costs in ninety
(90) days following completion of the well.

If you have any.further questions on this well, please advise.

Ve

4
E. F. Motter
Engineering Manager
Southwest Region
E § P'Division




CITIES SERVICE COMPANY : Box 1919
ENERGY RESOURCES GROUP Midlond, Texas 79702
(915) 684-7131

‘March 12, 1979

Route 3, Box 50
Santa Fe, New Mexico §7

Re: Compulsory Poolingw

B O\L
Eddy County, New Mexico

" Dear Mr3. Buchwald:

The State of New Mexico Enérgy and Minerals Department, Oil and Gas Divi-
sion, has issued Order R-5921 pooling all mineral interests in the
Pennsylvanian formation underlying the S/2 Section 8, T-23-S, R-28-E,

Eddy County, New' Mexico, to form a %20 acre gas’ prorat1on un1t to be dedi-
cated to a well to be drilled thereon. The order designates Cities Service
'Company as ‘operator of the well and allows the recovery of well costs plus
100% risk from non-consenting working interest owners. A copy of the
order is attached for your mformatlon.

Our records ref] ect that you have a mmeral interest in the pooled acre-
- sge. ‘As reguircd by the order, Cities Service is supplying you with an
itemized schedule of well costs which is also attached.

If you wish to participate in the drilling of this well, please advise
this office within thirty (30) days. If you have any questmns, ‘you may

call me collect ‘at 915 684-7131.
Very truly ‘ots?
=(/ VS
b 4

'E. F. Motter
Engineering Manager
Southwest Region

E & P Division

ERM:mfg

Enclosures




CITIES SERVICE COMPANY Box 1919
ENERGY RESOURCES GROUP Midland, Texas 79702
(915) 684-7131

March 12, 1979

Mrs. Edith MJ.ller Austm
4704 Buffalo Trail
Amarillo, Texas 79109

Re: Compulsory Pooling
Fddy County, New Mexico-

‘Dear Mrs, Austin:

The State of New ‘Mexico Energy ard Minerals Department 0il and Gas Divi-
sion, has issued Order R-5921 pooling all mineral interésts in the
Pennsylvanian formation underlying the S/2 Section 8, T-23-5, R-28-E,
Eddy Cotnty, New Mexico, to form a 320 acre gas prora"mn un1t to be dedi-
cated to a well to be drilled thereon. The order designates Cities Service
Company as operator of the well and allows the recovery of well costs plus
100% risk from non-consenting working interest owners. A copy of the
order is attached for your information.

Our records reflect that you have a mineral interest in the pooled acre-
age. As required by the order, Cities Service is supplying you with an
itemized schedule of well costs which is also attached.

If you wish to participate in the dr1111ng of this well, please advise
this office within thirty (30) days. If you have any questions, you may
call me collect at 915 684-7131.

e

E. F. Motter,

Engineering Manager

Southwest Region

E § P Division
ERM:mfg )

‘Enclosures




22-1a 19700 CITIES SERVICE OIL COMPANY

DETAILED WELL ESTIMATE

. tHalt R
LEAsE. weLL No, _villa "AT #1 oate _ 1-8-79
LOCATION 1980' FSL & 1980' FWIL . PROP.GEPTH 12,650'
s_8 v 238 g 28E _ ¢OUNTY Eddy sTaTe N.M. . arE no.
oEscriPrioN cnsoe] sue | aunn. | w | GRouider | Shvaact | dviame | temr
TANGIBLES
Casing .
Surface 20" 94# H40 ST&C A 400 14912 14912
13-3/8" K55 & H40 ST&C A 3000 55656 55655
9~5/8" 43.5# S95 LT&C A 9400 188188 | 188188
7" 26# & 294 S95 LT&C A 2400 30575 | 30575
5" 15# §95 LT&C A 1650 12250 | - -
Well head connections ‘ , 30000 10000
Tubing - 2=7/8" 6.5# & 2-3/8" 4.7# 1§80 A 12300. 46700 ~
Sucker rods Packet & Acécessories | 7000 -
Bottom hole pump
Engine or motor T
Pumping unit ‘
‘Electrical ‘equip.incl. Labor & Trans. , ‘
Line pipe, fittings incl, Lobor & Trans. 7500 o~
TANK BATTERY , ,
Stock tanks A | 500 3 16500 ~
Separotor, heoter treater, dehydrator A ] IMM 1 20000 ~
Meter run dnd housing -
1 Labor & transportation ' 7500 L
Total Tangibles (436781) (299331)
. INTANGIBLES o g
Contract drilling labor MIRU & RD : 3000C"‘~ 30000
Rotary day work 84 days @ $4400/day ; 369600 | 369600
Service rig work’ 15 days @ $1000/daL 15000 . =
Svbsurface casing equipment ° 160008 12500
D.'S, 1., electric, rodioactivity logs, etc. v : 65590:] . 65500
‘Acidizing, fracing 1B 25000 | -
Perforating ; 15000 ..
Misc. company ond contract labor . 30000° 0000
Road building, location ' 15000 | -15000:):
Cement and cemenf; Aiservice - 30000 25000
Cement squeeze jobs * 10000 10000 |
Orilling mud, chemicals 75000 | 75000°
Diamond coring & analyses, bits, reamers 75000 75000
Mud logging unit 60 days @ $300/day 18000 18000
Rentol. of miscellaneous equip- 50000 . 45000
Contract hauling -10000:]: - 8000
Water, fuel ' 35000 30000
Miscellaneous incidentals ¥ < 15000 10000
Contingencies ) 750001, 70000 |
Total Intangibles " (974100)| (878600) |
Total estimated cost - 100% - 1410881 111177931
»v_;fowtgf estimote 5. S. - . %




o STATE OF NEW MEXICO

ey ENERGY anD MINERALS DEPARTMENT

P OIL CONSERVATION DIVISION

JERRY APODACA POST DIFICE BOX 2068
GOVIANCA STATE LAND OFFICE BUILDING

NICK ) SANTA FE, NEW MEXICO 87501
ICK FRANKLIN ) 1505) 827.2434
BECRETARY February 21, 1979

& Re: CASE NO. 6433 5
Mr. Tom Kellahin ORDER NO. R~5921
Kellahin & Kellahin i
Attorneys at Law ‘
Post Office Box 1769 -Applicant:
g Santa Fe, New Mexico

Citles Service Company

Deér Sir:

Encloséd herewith are two copies of the aboyg—referenced
Division order recently entered in the subjéct case.

JOE D.
Director

"JDR/fd

Copy of order also sent to:

Hobbs OCC____ x
Artesia OCC X
Aztec OCC

Other

e At
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STATE OF NEW MEXZCO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO,. 6433
Order No, R-=5921

APPLICATION OF CITIES SERVICE COMPANY
FOR COMPULSORY POOLING, EDDY COUNTY,
NEW MEXIco.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause camé’oﬁ for hearing at 9 a.m. on-January 3,
1979, at Santa Fe, New Mexico, before Examiner Richard L.

Stamets.

NOW, on this_20th day of February, 1979, the Division
Director, having considered the té¢stimony, the record, and the
recommendations of the Examiner, and being fully advised in the

premises,
FINDS: ‘ ,
(1) That Gue 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, Cities Service Company, seeks an
order pooling all mineral interests in the Pennsylvanian forma-
tion underlying the S/2 of Section 8, Township 23 South, Range
28 East, NMPM, Eddy County, New Mexico.

(3) That the applicant has the right to drill and proposes
to drill a well at a standard location thereon.

(4) That there are interést ownets in the ptoposad proration
unit whO'have not agreed to pool their interests.

(s) That 0 avoid the drilling of unnecensaty wells, to
rotect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
ithout unnecessary expense his just and fair share of the gas
n said pool, the subject application should be approved by
1ing all mineral interests, whatever they may be, within said
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Case No. 6433
Order No. R=~5921

(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 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 his share of the reasonable well costs
plus an additional 100 percent thereof as a reasonable charge
for the risk involved in the drilling of the well. _

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

(10) That following deternmination 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 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 $3386.00 per month should be fixed as a reason-
able cha’ge for supervision (combined fixed rates) while drilling
and that $338.00 per month should be fixed as a reasonable charge
for supervision while producing; that this charge should be ad-
justed annually based upon the percentage increase or decrease
in the average weekly earnings of crude petroleum and gas produc-
tion workers; that the operator should be authorized to withhold
from production the proportionate share of such supervision
charge attributable to each non-consenting working interest, and
in addition thereto, the operator should be authorized to withe-
hold from production the proportionate share of actual expendi-
tures required for operating the subject well, not in excess of
what are reasonable, attributabel to each non-consenting working

interest.

(12) That all proceeds from production ftom 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 May 15, 1979, the order pooling suid unit
should become null and void and of no effect whatsoever. ,
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Case No, 6433
Order No, R=5921

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,
in the Pennsaylvanian formation underlying the S/2 of Section
8, Township: 23 South, Range 28 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 theraon.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the 15th day
of May, 1979, and shall thereafter continue the ‘drilling of
said well with due diligence to a depth sufficient to test the
Pennsylvanian formation;

- PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the 15th day of
ay, 1979, Order (1) of this order shall be null and void and
gf 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, sald operator shall appear before the Division Director
hnd ‘show cause why Order (1) of this order should not be

rescinded.

(2) That Cities Service Company is hereby designated the

‘|pperator of the subject well and unit.

{3) That after the affective date of this order and within
30 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 days from. the date the schedule ot
stimated well costs is furnished to him; any non-consenting
rking interest owner shall have the right to pay his share
f estimated well costs to the operator in lieu of paying his
hare of reasonable well costs out of production, and that any
uch owner who pays his share of estimated well costs as pro-
vided above shall remain liable for operating costs but shall
hot be liable for risk charges., o

(5) That the operator shall furnish the Division and each
known working interest owner an itemized schedule of actual well
bosts within 90 days following completion of the well; that if

no objection to the actual well costs is received by the Division
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and the Division has not objected within 45 days following re-
ceipt of said schedule, the actual well costs shall be the
reasonable well costsy; provided however, that if there is an
objection to actual well costs within said 45-day period the
Division will determine reaaonable well costs after public

: notice and hearing.

(6) That within 60 days following determination of reason-
lable well costs, any non-consenting working interest owner that
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 hereby authorized to withhold
the following costs and charges from productiont

() 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) 2as a charge for the risk involved in the
drilling of the well, 100 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 cosats
is furnished to him,

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

~{9) That $3386.00 per month is hereby fixed as a reason- -
ble charge for supervision (combined fixed rates) while drilling,
nd that $338.00 per month is hereby fixed as a reasonable
harge for supervision while producing, provided that this rate
shall be adjusted on the first day of April of each year follow-
ing the effective date of this order: that the adjustment shall
e computed by multiplying the rate currently in use by the
ercentage increase or decrease in the average weekly earnings
Crude Petroleum and Gas Production Workers for the last calendar’
vear compared to the preceding calendar year as shown by "The
Index of Average Weekly EBarnings of Crude Petroleum and Gas
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Production vWorkers" as publiahed by the United States Depart~-
ment of Labor, Bureau of Labor Statistics, and the adjusted
rate shall be the rates currently in use, plus or minus the
computed adjustment; that the operator is hereby authorized

to withhold from production the proportionate share of such

. £ supervision charge attributable to each non-consenting working

g interest, and in addition thereto, the operator is hereby

authorized to withhold from production the proportionate share
0f actual expenditures required for operating such well, not
in excess of what are reasonable, attributable to each non-

consenting working interest.

AR T

SR e

e s F (10) That any unsevered mineral interest shall be con-

IR sidered a seven-eighths (7/8) working interest and a one-eighth
7 (1/8) royalty interest for the purpose of allocating costs and
charges under the terms of this order,

e

RGNy

A,

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

out of production shall be withheld only from the working
intaraeste share of preoduction, and no costs or charges shall

AR

T e :
\ |
P S .
V. T

#
‘ § be withheld from prgduction attributable to royalty interests.
o § (12) That all proceeds from production from the subject
“ well which are not disbursed for any reason shall immediately

be placed in escrow in Eddy County, New Mexico, to be paid to
the true owner thereof upon demand and proof of ownerghip; that
the operator shall notify the Division of the name and address
of saild escrow agent within 30 days from the date of first
deposit with said escrow agent.

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

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

STATE OF NEW MEXICO
DIVISION




February 6,‘1979_

‘Please replace my previous 1etter with
the attached one. There is an error
in one of the figures that this letter
corrects.

We are very sorry for this inconven-
jence and appreciate your cooperation.

E. E. Motter

-
PR




CITIES SERVICE COMPANY Box 1919
ENERGY RESOURCES GROUP Midland, ‘Te}gus 79702
(915) 684-7131

February 5, 1979

State of New Mexico

Energy and Minerals Department
0il Conservation Commission’

P. 0. Box 2088

Santa Fe, New Mexico 87501

Attention: Mr. R...L. Stamets

Re: Case No. 6433 :
Cities Service Application for
Compulsory Pooling
S/2 Section 8, T-23-S, R-25- E ‘
Eddy County, New Mex1co -

-Gentlemen:

Mr. Elmer Startz, Cities Service w1tness in Case No. 6433 advised on re-
turn to Midland that you desired an explanation of C1t1es overhead charges

requested to operate the proposed Villa No. 1.

Cities Service changed its operating structure on January 1, 197.5 by
eliminating the fommer districts and consolidating these mto region
operations. In order to determine an equitable overhead charge for the
restructured region, a detailed study was made on our former district and
production foreman operating costs companywide. The first ‘eight months
of 1972 indicated our district and production foreman expenses were $52
per well per month. At that time our overhead charge from reégion up
through corporate was $135° per well per month. These two ‘charges’ added
together totaled $187 which was Tounded to $190 beglnnmg January 1, 1973,
The COPAS accountmg procedure, which is included in most joint 1nterest
Operat:mg agreements, provides for an increase in April each year based.on

the 0il Producers Wage Earners Index.

Wage Earners Index - Overhead Cost
Year Increase - % , $/We11/Month

§190.00
20400
215.00

Jan. 1973

April 1973 ‘ ,
1974 o . :

1975 . 251.00




g Case No. 6433 Page 2
Cities Service Application- . _ Vel iy
for Compulsory Pooling B ad

Wage Eamers Index Overhead Cost

Year Increase - % $/Well/Month
1976 10.3 $277.00
1977 10.5 . 306.00
1978 10.3 ; 338.00

This overhead rate for Cities Service includes all charges through the
productlon foreman' including engineers and geologlsts. Many companles
(especially indepéndents) do not include engineers or geologists in their
overhead but add this as a direct charge to the lease. Some operators also
do not include production foremen in their overhead charges but rather as

a.direct charge to the lease.

Review of a few recent blllmgs received from other major companies to
Cities Service on joint properties indicated overhead charges from Atlantic
Richfield - $324 per well per month and Exxon - $330 per well per month.

Cities recommended in Case No. 6433 an overhead charge whlch ‘had been .
approved by those parties joining in drllllng the Villa No. 1 voluntarily.
We feel an overhead charge to those partles being compulsory pooled at a
different rate requires complex accounting. We respectfully request your - ]
favorable consideration of only the recommended ovérhead rate. ’

Hopefully t}}is clears up this matter; however, "if vou have further ques-
tions, please advise.

B N T

- Very truiy yours,
& 2Dzt
E. F. Motter /”7’
Engmeermg Manager
‘Southwest Region
E § P Division

'Em:fnfg

N “

cc: Mr. Jason Kellazhin

B3
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CITIES SERVICE COMPANY. 7Y Box 1919

ENERGY RESOURCES GROUP  Snwtadsabi i Midland, Texas 79702
: Ceta f (915) 684-7131

Febrvary 5, 1979

-State of New Mexico

Energy and Minerals Department
0il Conservation Commission

P. 0. Box 2088

Santa:Fe, New Mexico 87501

Atténtion: Mr. R. L. Stamets

Re: Case No., 6433
Cities Service Application for
Compulsory Pooling
S/2 Section 8, T-23-S, R-25-E
Eddy County, New Mex1co

Gentlemen:

Mr. Elmer Startz, Cities Service witness in Case No. 6433, advised on re-
turn to Midland that you desired an explanation of Cities' overhead charges
requested to operate the proposed Villa No. 1.

Cities Service changed its operatmg structure on January 1, 107'4 by
elmmatmp the foimer districts and consolldatmg these 1nto region
operationsy In order to determine an equitable overhead charge ‘for the
restructured region, a detdiled study was made on ‘our former district and
production foreman cperating costs companywide. The first elght months
of 1972 indicated our district and production foreman expenses were $52
per well per month At that time our overhéad charge from region up
through corporate was $135 per well per month. These two’ charges ‘added
together totaléd $187 which was rourided to $190° begmnmg January 1, 1973.
The COPAS accounting procedure, which is included in most-joint mterest
operating -agreements, provides for an increase ' in April each year based on
the 0il Producers Wage Earners Index.

Wage Earners Index Overhead Cost

" Year Increase - % $/Well/Month

Jan. 1963 $190.00

April 1973 7.5 204.00
1974 5.2 /215.00
1975 6.7 1251.00




. Case No. 6433 . Page 2

Cities Service Apphcation
for Campulsory Poollng

~ Wage Earners Index Overhead Cost
__Year Increase - % $/Well/Month
1976 10.3 $277.00
1977 . 10.5 306.00
1978 10.3 338.00

This overhead rate for Cities Service includes all charges through the
production foreman including engineers and geologlsts Many’ companles
(especially independents) do not include engineers or geologists in their
overhead but add this as a direct charge to the lease. Some operators also
do not include production foremen in their overhead charges but rather as
a direct charge to the lease.

Review of a few recent billings received from other major companies to
Cities Service on joint properties indicated overhead charges from Atlantic
R1chf1e1d - $324 per well per month and Exxon - $330 per well per month.

C1t1es reconmended in Case No 6433 an overhead charge which had ‘been
approved by those parties joining in dr1111ng ‘the Villa No. 1 voluntarily.
We feel an overhead charge to those parties being compulsory pooled at a
different rate requires complex accounting. We respectfully request your
favorable consideration of only the recommended overhead rate.

Hopefully this clears up this matter; however, 1f yon have further ques-

tions, please advise.
‘ Very tryly S,

E. F Motter
Engineering Manager
Southwest Region

E § P Division

EFM:mfg

cc: Mr. Jason Kellahin
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OFFICE OF

@il and Gus Couservation Commtaston oo,

ki
STATE OF ARIZONA ey TR
1645 WEST JE FFERSON, SUITE 420 .
PHOENIX, ARIZONA 85007
1

L]
PHONE: {602) 255-5161
February 6, 1979

Mr. W. Timothy Dowd

_ Executive ' Director"

Interstate 0il Compact Commission

- P.0. Box 53127

Oklahoma City, Oklahoma 73105

Dear Tim:

I would like to advise you that I am resigning from the 0il
and Gas Conservation Commission effective February 16, 1979
in order to take a position with Geothermal Klnectlcs, Inc.

I have thoroughly enjoyed my time with the I10CC and I am
pleased to report that my new employer has indicated he’
wishes me to continue attend1ng the meetings, etc. At

-this time I have not had an opportunity to discuss with
Governor Babbltt my ‘appointment as official representatlve.

It is my feeling ‘that he may want to make a change in this
line., Regardless of this, I'will be sgeing you at future'
meetings.

I would like to express my deepest ‘appreciation for all the
cooperation: you have given me and, regardless of my ‘out-
come, wish:= you ‘the utmost success in the important work

you are doing.
Sincerely,
/' John Bannister
’/Executlve Secretary
JB/vb w
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: CITIES SERVICE COMPANY
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| ; SEC. 8 , T-23-S, R-28-F

EDDY COUNTY, NEW MEXICO
SCALE: 1" = 2000’
i
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324419740 CITIES SERVICE OIL COMPANY
) an DETAILED WELL ESTIMATE o
LEASE - WELL NO, villa "A" #1 A oaTE _ 1-8-79
LocATION . 1980' FSL & 1980' FWL . PROP.DEPTH 12,650"
s.8 71235 g28E county__ Eddy sTate_N-M. __ Are no.
_ oescaeTion ansor [ ree [ome. | w | Sagsseis | savact | darme | e
TANGIBLES
Casing p
Surface 20" 94# H40 ST&C A 400 14912 14912
13-3/8" K55 & H40 ST&C A 3000 55656 55656
9-5/8" 43.5# 895 LT&C A 9400 188183 188188
7" 26# & 29# S95 LT&C A 2400 30575} 30575
5" 15# S95 LT&C A 1650 12250 -
Well head connections 30000 106000
Tubing 2-7/8" 6.5# & 2- 3/8" 4.7F N80 A 12300 |- 46790 -
Sucker rods  Packer & Accessories 4 , i 7000 -
Bottom hole pump
Engine’ or motor
Pumping unit
Electrical equip. incl. Ldbor & Tréns. L ;
Line pipe, fittings incl. Labor & Trans. , 7500 -
TANRK BATTERY
Stock tanks A | 500 3 16500 -
Separator, heater treater, dehydrator . A | IMM 1 20000 -
Meter run end housing
Leobor & transportoiion 7500 | . .=
Total Taugibies ‘ (436781)] (299331)
INTANGIBLES ,
Contract drilling labor MIRU & ‘RD 30000 30000
Rotary day work ‘84 ‘days @ $4400/day 369600 | 369600
Service rig work 15 days @ $1000/day |- f 15000 |- =
Subsurface casing equipment .~ 16000 12500
D, S. T., electric, radioactivity logs, etc. | 65500 65500
Acidizing, fracing ?2500(]'», -
Perforating ol -
Mise. company and contract {abor ) 120000°
Road building, location 15000
Cement ond cementing service . 25000
Cemont squeeze jobs 10000
Drilling mud; chemicals 75000 |
Diamend coring & analyses, bits, reamers 750002 ~
Mud logging unit 60 days @ $300/day 18000 {
Rental of miscetlaneous equip. 45000 -
Contract hauling 8000 ,
Water, fuel , 30000 !
Miscelloneous incidentals 10000
Contingencies’ ‘ 75000 70000+
Total Intangibles , (974100)| (878600)
_Total estimaled cost - 100% - 1410881 | 1177931
To!cl estimote C. §. - 5 %
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§ CITIES SERVICE %
: INTEROFFICE LETTER
é

January 26, 1979

TO: Mr. Gene Motter _ ),,YF

FROM: Randall L, Davis

SUBJECT: Cities' Villa "A" #1
S/2 Sec. 8, T-23-S, R-28-E
Eddy County, New Mexico

Please be advised ‘that 'as of tkis date Mr. R, C. Roberts has had replies
to four (4) of the eight (8) letters that he sent to mineral ownérs out of
the E/2 NE/4 SW/4 SW/4 of Sec. 8, T-23-S, R-28-E, Eddy County, New Mexico.
For your file I am attaching copies of the following persons' regponses to
Mr. R. C., Robert's letter dated January 10, 1979

Mr, John W, Millerlﬁwggﬁf Mrs. Margaret Miller Russell =
Star Route, Box 9 = Star Route, Ute Lake HUQMj
Logan, New Mexico 88426 Logan, New Mexico 88426 :

Mr. Relph Miller w~;%r; Mrs. Edith Miller Austin
Route 1, Box 138 /"7 4704 Buffalo Trail &ﬁ(%hd(}
ényder, Oklahoma 73566 Amarillo, Texas 79109

As you will note of the above, only Mrs. Austin declined our offer to lease.
Mr. Roberts has had no response from the following parties:

.~ (f\’ &
. L 04‘.,6' -
Mr, Harold Miller’ s,/ Mrs. Pauline Miller Dicklnsuyﬁwphf&94¢
Route 1, Box 137 217 Court Street
Snyder,‘Oklahoma 73566 Batesville, Mississippi 38606

Mrs. Murle Miller Holloway Mrs. Daisy Miller Buchwald :
Route 1, Box 145 - “"*‘9 Route 3, Box 50 Qﬁ)& 8l
Snyder, Oklahoma 73566 Santa Fe, New Mexico 8/501

“For your information 1 am also attaching a copy of my letter to Mr. C. R.
Cahill dated January 23, 1979, in which I asked Mr. Cahili to participate
in the drilling of the captioned well as to his proportionate interest.
To date I have not heard from Mr. Cahill,.

RLD:wd ' vy s
Attachmer\)ts L‘)F‘_',“CR\E‘ o J-_,{ LER9y 5 ! .\
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PHONE
S0x-1381

R. C. ROBERTS
100 OiL & GAS BUILOING
MIDLAND. TEXAS 78701

Jenuary VTWT T R

Mr. Joha W.oMiller Hearing Daje
3tar Route, Box 9
Logan; New Mexico Bﬂh?é

Re: /2 NE/4 ! /a sw/h Section 8,
Township 23 South, Range 28 East

Eddy County, New Mexmco—, acres

Dear ¥pr. Miller:

I am attempting to acquire oil and gas leases on the captioned acreage
and according to my calculations, yeu, as one of the heirs of Samuel W.
Miller and his uafe, Syrena Margaret Black Miller, own a 1l/h of 1/7, or
.178571 net acre interest under this tract, I am paying on the basis of
200,00 per acrz and a 3/16 royalty for a three (3) year lease.” Your
total bonus would amount to only #$35.71 ard since this is such a small
. interest I would ake tre lease on a paid-up lease form,

G, It #ill be appreciated if you will consider this offer and should you
o] decide to lease this interest, please advise me of your wife!s name, your
. & Social Security Number-and the name and location of your bank.

For your convenience in replying I am enclosing a stamped, self addressed
envplope.

. Thank you for conside*ing this offer.

- Yours truly,

R. G Roberts

Wy ss & L2505 6cag
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PHONE
682-3381

R. Co. ROBERTS
100 OIL & GAS DUILDING :
MIDLAND. TEXAS 79701

January 10; 1079 - .._

iy,

Mr. Ralph Miller

feGrine | afm
Route 1, Box 133 Fearing Deia
Snyder, Okla.homa 73566 ‘ e tone et e |

Re: E/2 NE/4 SW/i Sv/L.Section 8,
Township 23 South, Range 28 East,
Eddy County, New Mexico-5 acres

Dear Mr. Miller:

I am attemptinp to acqua.re 0il and gas leages on the ¢aptioned acreage

and according to n caluulatlons, you, as.one of the heirs of Samuel W.

Miller and his w1fe, Syrena Margaret 3lack Miller, own a 1/3 of 1/7, or

«233095 net acre intersest under this tract. I am paying on the basis of

3200,00 per acre, 3/16 royalty for a three (3) year lease, Your total

bonuq would amount to ‘only $47.62 and since this is such a smll interest
I would take the lease on a paid-up lease form.

It will be appreciated 1f you will consider this of fer and should you
decide to leasé this interest, please advise me of your wife!s name, your
"Social Security Number and the name and location of your bank.

For your convenience in repljing I am enclosing a stamped, self addressed
envelope.

_ Thank you for your consideration,
.+ Yours truly,

R. C. Roberts

M‘f’k BZ‘/@Q@\ She, S 270 64/74f\-/é,\3372
o ”M ot 6‘5‘5‘*@? 6295 |
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~aAnsrillo Tex

Jen, 12 10979

siier tos ynur letter of Jan. IOthJ I aim not interested

7 ghare of the mireral rights on the land aiqcrioea

u'-‘:'

in your letter located 1n Eddy County iWew HMex.

Ynuﬂs Truly

Lok Buf‘alo Tratl

Anarillo,:Tex, '70109
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CITIES SERVICE COMPANY Box 1919
ENERGY RESOQURCES GROUP Midland, Texgs 79702
----{915). 684-7131

ot g et e a———

January 23, 1979 ‘é?k':;
Mr. C. R. Cahill f {
P. 0. Box 1400 j ,‘MNMY

Andrews, Texas 79714 Flearinis tiuis
Qb gy LAdC

Re: Propo ‘ \
1980 FSL and FWL of Sec. 8,
T-23-S, R-28-E

. Eddy County; New Mexico

”

Dear Mr. Cahill:

Cities Service Company is currently making plans to drill a 12,650' Morrow
well which is to be designated as the Villa A #1, Said well 18 to be lo-
cated 1980 FSL and 1980 FWL of Sec. 8, T-23- S, R-28-E, Eddy County, New
Mexico), which makes this well a north offset to the Cities Polk A-1

Spacing for the V111a A #1 will cover the S/2 of Sec, 8. At this time,
Cities Serv1ce Company is estimatxng costs for the drilling of this well

to be. $1 410 881,00 for a ‘producing well and '$1.177,031 00 for a dry hole

RoLE,

Our information reflects that you control. 3.42857 net”mineral‘acres out of
the E/2 NE/4 SW/4 SW/4 of Sec, 8. At this time, Cities Service Company
asks that you participate in the captioned well as to your proportionate
share of the drilling unit (1.07%).

Please advise at your earliest convenience 1f you desire to participate
in the drilling of the captioned well, If you desire to participate,
Cities Service Company will take the necessary steps to prepare an opera-
ting agreement for this venture.

L

Very truly yours,

CITIES SERVICE COMPANY

Randall L, Davis
Landman

RLD:wd

28Ry K
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NP CITIES SERVICE OIL COMPANY ‘
. . - DETAILED WELL ESTIMATE : éf( 2~
$ 1 143 -
: LEASE- WELL No, V1112 "A" 11 ‘ oaTe . 1-8-79
LocaTion 1980 FSL & 1980' FWL PrOP.OEPTH 125650
€ s_8 1235 Rgr28E  county__ Eddy state N-M. _ are No.
DESCRIPTION sraoe] size | quan, | w | GRRVAIE | BRVVOLE | esTimare | AGosrt
H TANGIBLES
. Casing
’ Surface 20" 94#f HA4Q ST&C A 400 14912 14912 ]
13-3/8" K55 & H40 ST&C A 3000 55656 55656
| 9-5/8" 43.5# 'S95 LT&C A 9400 188188 | 188188
7" 264 & 29# S95 LT&C A 2400 30575 30575 N
5" 15{##:595 LT&C A 1650 12250 -
Well head connechons ~ 30000 10000
Tubing. 2-7/8" 6.5# & 2- 3/8" 4. 77 N80 Al - [12300] 456700 -
-Sucker rods Packer & Accessories , 7000 -
Bottom hole pump .
Engine or motor ‘ L
Pumping unit
Electrical equip.incl.Labor & Trans. L
Line pipe, fittingsincl.Labor & Trans. - : 7500 -
TANK BATTERY : : . :
Stock tanks * A 500 3 16500 -
- ( Separator, heater treoter, dehydrotor A 1MM 1 20000 -
T Méter run-and housing ' .
o S | Labor & transportation S 7500 e
L Total Tangibles _ (436781)] (299331)
- INTANGIBLES : el
Contract drllhng fabor MIRU & RD - ‘ 30000 30000
Rotary day work 84 days @ $4400/day ‘ 369600 | 369600
. Service rig work - 15 days @ $1000/day_ ~15000: -
‘ Subsurface casing equipment 16000 12500} .
D. $. T., electric, radioactivity logs; etc. 655001 65500
Acidizing, fracing i 25000 -
Perforating _ / -15000 o
Misec. company and ‘contract labor -30000. 120000
Road building, location i 15000 15000 |
Cement and cementing service 30000 250007
Cement squeeze jobs 10000 100007}
Diilling mud, chemicols - 75000 75000
Diamond coring & “analyses, ‘bits, réamers = 75000 | 75000
Mud logging unit 60 days @ $300/day : 18000 18000
Rental of miscellaneous equ-p 50000 | 45000
Contract houllnq 10000 8000°
Water, fuel . : 35000 30000
Miscellaneous incidenta's 150007 10000
Contingeéncies ‘ 75000 70000
. Total Intangibles "] (974100)f (878600)
¥ Total ostimated cost - 100% - 1410881 | 1177931
1’(‘ ) Total estimate C. S - %
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CITIES SERVICE OIL COMPANY

DETAILED WELL ESTIMATE
LEASE - WELL NO. — V1113 A 81 DATE __ 1-8-79
LOCA‘TION 1980' FSL & 1980‘ FWL PROP.DEPTH
s. 8 1238 g28E  county . Eddy state _N-M.  Are No.
DESCRIPTION GRADE| SIZE | QUAN. w E:JJ?)ACAETE Sii‘h‘&fz‘ ESTIMATE Ag;g;t.
TANGIBLES
Casing T
Surface 20" 94f H4G “ST&C A 400 14912 14912
13-3/8" K55 & H4Q ST&C. A 3000 55656 55656
.9-5/8" 43.5# S$95 LT&C A 9400 188188 | 188188
7" 26# & 294 595 LT&C A 2400 30575 30575
5'" 15ff S95 LT&C A 1650 12250 -
Well head connechons ~ 30000 10000
Tubing 2=778" 6.5F & 2-3/8" 4.7} ¥80 Al 12300 46700 -
Sucker rods - Packer & Accessories 7000 -
Bottom hole pump
Engine or motor
Pumping unit
Electricol equip.incl.Labor & Trans. ;
‘Line pipe, fittingsincl. Labor & Trans. 7500 -
TANK BATTERY , -
Stock tanks A |500 3 16500 -~
Separator, heater treater, dehydrator : A IMM 1 20000 -
Meter run ond housing ‘ ]
Labor & tronsportation 7500 -
Total Tangibles ' (436781)| (299331)
INTANGIBLES _ SR I
Contrect drilling labor MIRU & RD~ .. 30000 | 30000
Rotary day work 84 days @ $4400/day 369600 | 369600
Service rig work 15 .days @ $1000/day 15000 =
Subsurface casing equipment. .~ 16000.| 12500
D. S. T., eléctric, radisactivity logs, etc. 65500 | - 65500
Ac‘idiz&ing;,frocing 25000 -
Perforating . 15000
Misc. company and contract labor 300001 - 20000
Road building; location 15000 { g
Cement and cemermng service 30000
Ceiment squeeze jobs ' :
Drilling mud, chemicals _
Diamond coring & analyses, bits, teamers
Mud logging unit 60 days @ $300/day
Rentol of miscellaneous equip. 50000 |-
Contract hauling 10000
Water, fuel 35000%}
Miscellaneous incidentals 15000°
Contingencies. 75000
Total Intanhgibles (974100)] (878600)
Total estimated cost - 100% - 11410881 { 1177931

Totcl z.shmote C S - %




Dockets Nos,
hearing must be filed at least 22 days in advance of hearing date.

Docket No. 4-79

5~79 and 6-79 are tentatively set for hearing on February 14 and 28, 1979. Applications for

DOCKET: EXAMINER UEARING -~ WEDNESDAY — JANUARY 31, 1979

9 AM. - OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

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

CASE 6422:

CASE 6415:

CASE 6419:

CASE 6423:

" CASE 6424:

CASE 6425:

cASE 6426:

CASE_6428:

In the matter of the hearing called by the 0il Comservation Division on its own motlon to permit
Helton Engineering & Geological Services, Inc., Travelers Indemnity Company, and all other interested
parties to appear and show cause why the Brent Well No. 1 located in Unit M of Section 29 and the
Brent Well No, 3 located in Urit G of Section 19, both in “>wnship 13 North, Range 6 East, Sandoval
County, New Mexico, should not be plugged and abandoned in accordance with a Division-approved

plugging program. N
{Continued from January 17, 19?9, Exaniner Hearing)

Application™of  Yates Petroleum Corporation for” compulsory pooling, Lea Cotinty, ‘New Mexico..
Applicant, in the above-styled cause,.sceks an order pooling all mineral interests in the Nolfcamp
thru Devonian-formations underlying the W/2 of Section 20, Township 14 South, Range 36 East, Lea
County, New Mexico, to'be dedicated to a well to be drilled at a standard 1oc5tion thereon. Also
to be considered will be the cost of drjiling and completing said weli and the allocation of the
cost ‘thereof as wéll as actual operating costs and tcharges for supervision. Also to be considered
will be the designation of applicant as opérator of the well and a charge for risk involved in

drilling said well,
{Continued from January 17, 1979, Exaniner Hearing)

Application of Yates Petroleum Corporation for a dhal completion, Eddy County, New Mexico.
Applicant, in the above=styled cause, secks approval for the dual completlon (convcntlonal) of its
Lanning JC Well No., 1 located in Unit B of ‘Section 7, Township 18 South, Range 26 East, Eagle Crécek
Field, Eddy County, New Mexico, to ploduce gas from the Strawn formation through the casing-tubing

annulus and from the Morrow formation through tubing.

Appiicétion of Yates Petroleum Corporation for an unorthodox well loCation, Eddy County, New Mexico.
Applicant, in the above—styled cause, seeks approval for the unorthodox lozatisn of-itg Jackson AT

Well No, 9 located 660 feet ‘trom the South and West lines of Section 13, Township 17 South, Range 25
Fast,’ Eddy Gounty, New Mexico, to test the Wolfcamp, Pennsylvanian, and Mississippian formations,
the S/2 of said Section 13 to be dedicated to the well.

1
Application of Yates Petroleum Corporation for an unorthodox well location, Eddy County, New Mexico.
Applicant, ‘in the above-styled cause, seeks approval for the unorthodox location of its Superior
Fed. KJ Well No, 1 located 990 feet from the North and West lines of Section 7, Township 20 South,

‘Range 29 East, Eddy County; New Mexico, to test the Wblfcamp and Pennsylvanian formations, the N/2

of said Secticn 7 to be dedicated to the well.

Application of ‘T. By Knox Fstate for exception to Order No. R—lll—A, Eddy County, ‘New Mexico,
Applicant, in the above-styled cause, seeks an exception to the casing/cemonting rules for the 0il~
Potash Area as promulgated by Order No. R-111-A to permit its Licia Brookes Well No. 2 located in
Unit K of Section 14; Township 18 South, Range 30 East, Eddy County, New Mexico, to be completed in
the following manner: set surface casing and circulate cement; éliminate salt protection string;

and do not circulate cement on production casxng.

Application of C, W, Trainet for an ‘unor thodox gas well location,,Lea County, New Mexico.

'Applicant, i ‘the ‘above- -styled cause, sceks approval for the unorthodox location of a well to be

located 660 fert ftom the North and West lines of Section 24, Township 20 South, Ranga 32 East, South
Salt Lake-Morrow Pool, Lea County, New Mexico, the N/2 of said Section 24 to be dedicated to the well.

Application of Caribou Four Corners, Inc., for an unorthodox well location, San Juan County, New
Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox location of its

,,Caribou/Kiltland Hell No."1 to be’located 1214 feet’ from the North line and 650 feet from the East
line 'of ‘Section 13, Township 29 North, Range 15 West, Cha Cha-Gallup Pool, San Juan County, New

Mexico, the Ef2 NE/4 to be dedicated to the well,

Application of Mobil 0il Corporation for the amendment of Order: No R-5801, Lea County, New Mexico.
Applicant, in the above—«tyled caunse, sceks the ageridment | _of :Order No, R~5801 to dclctc -the ‘re-
quirements for 1ined tubing in injcction wells in the North Vacuum Abo East Pressure’ Maintenance

Project, Lea County, New Mexico.




Docket No. 4-79

Dockets Nos. 5-79 and 6-79 are tentatively set for hearing on February 14 and 28, 1979. Applications for

hearing must be filed at lcast 22 days in advaince of hearing date.

DOCKET: _FEXAMINER UEARING ~ WEDNESDAY - JANUARY 31, 1979

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

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

CASE 6422: 1In the matter of the hearing called’ by the 04l Conservation Division on its own motion to permit
Helton Engineering & Geological Scervices, Inc., Travelers Indemnity Company, and all other interested
parties to appcar and show cduse _why the Brent Well No. 1 located in Unit M of Section 29 and the
Brent Well No. 3 located in Unit G of Section 19, both in “>wnship 13 North, Range 6 East, Sandoval
County, New Mexico, should not be plugged and abandoned in accordance with a Division-approved

plugging program,
CASE 6415: (Continued from January 17 1979, Examiner Hearing)

Application of ‘Yates Petroleunm Corporation for compulsory pooling, Lea County; New Mexico.
Applicant, in ‘the above-styled cause, seeks-an order pooling all mineral 'interests in the Wolfcamp
thru Devonian formations underlying the W/2 of Section ‘20, Township ‘14 .South, Range 36 East, Lea
County;" New Mexico, to be dedicated to a well to be drilled at a standard locatfon 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 be the designation of applicant as operator of the well and a charge for risk invelved in

drilling said well,
CASE 6419: (Contipued from Janvary l7, 1979, Examiner Hearing)

o Application of Yates Petroleum Corporation’ for a dual completion, Eddy County,. New Mexico.
Applicant, in the above- -styled cause, secks approval for ‘the dual completion (convéntibnal) of its
Lanning JC Well'No. 1 located ix Unit B of Section 7; Township 18 South, Range 26 East, Eagle Creek
Field, Eddy County, New Mexico, to producé gas from the Strawn formation through the casing-tubing

annulus and from the Morrow formation through tubing.

e CASE 6423: Application of Yates Potroleum Corporation for an ‘anorthodox well 1ocation, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of its Jackson AT
Well No., 9 located 660 fect from the South and West lines of Section 13, Township 17 South, Range 25
East, ‘Eddy County, New Mexico, to test the Wolfcamp; Peansylvanian, and Mississippian formations,
the S/2 of said Section 13 to be dedicated to the well,

4

CASE 6474: Application of Yates Petroleum Corporation for an unorthodox well location, Eddy County, New Mexico.
Applicant, in the above-styled cause,’ seeks approval for the unorthodox location of its Superior
Fed. KJ Well No. 1l'located 990 feet from the North and West lines of Section 7, Towiship 20 South,
Range 29 East, Eddy County,; New Mexico, to test the Wolfcamp and PennsylVanian formations, the N/Z

of said Section 7 to be dedicated to the well,

CASE 6425: Application of T« B, Knox Fstate for exception to Order No. R-111-A, Eddy County,’ New Mexico.
Applicant, in ‘the above- -styled cause, seeks an exception to- the casing/cementing rules for the 0il-
Potash Area as promulgated by Order Xo. R+A111-A to permit its Lucia Brookes Well No. 2 located in
Unit X of Section 14, Towmship’ 18 South, Range 30 East, Eddy County, New Mexico, to be completed in
the following manner: set surface casing and ‘¢irculate cement; eliminate salt protection string;

and do not circulate cement ‘on production ‘casing.

- ) CASE 6426: Application of C.. W. Trainer for an unorthodox gas well location, Lea: County, New Mexico.

Applicant, in the' ‘above=- styled cause, sceks approval for the unorthodox location of a well to be
located 660 feet from the North and West 13nés of Section 24; Township 20 South, Range 32 East, South
''Salt Lake-Morrow Pool, Lea County, New Mexico, the N/2 of said Section 24 to be dedicated to the well.

CASE 6427: Applicarion of Caribou Four’ COrnets, Inc., for an unorthoJox well location. San Juan COunty, New
Mexico. Applicant, in the above—styled cause, seeks approval for the unorthodox location of its
Caribou/KtLtland w/ll No. 1 to be lecated 1214 feet from the North 1ine and 650 fdet from the East

_1ine of Section 13, Township' 29 North, Range 15 West, Cha Cha~ca11up Pool, San Juan County, New
Mexico, the Ef2 NEI4 to be dedicated to the well,

CASE 6428: Application of mobil oit Cotporation for the amendment ‘of Order ¥o. R-5801, Lea County, New Mexico.
N Applicant, in the ‘abovetstyled cauge, seeks the amcndment of Order. No. R-5801: to dclctc ‘the re-~ -
.quirements for 1ined tubing in injection wells in the North Vacuum Abo East Pressure Maintenance

Project, Lea County, New Mexico.
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CASE 6429: Application of Zia Energy, Inc,, for approval of infill drilling, lLea County, New Mexico.
Applicant, in the above-styled cause, seeks u'finding that the drilling of fts Ellfott State Well
No, 2 to be located in Unit B of Section 34, Towmship 20 Scuth, Range 36 East, Eumont Gas Pool,
Lea County, New Mexico, Is necessary to effectively and efficiently drain that portion of the
proration unit which cannot be so drained by the exlsting well, and further secks approval of a
waiver of existing well-spacing requirements.

CASE 6430: Application of Phoenix Resources Compén&‘for a unit agrecment, Chaves County, New Mexfco.
Applicant, in’the above-stylcd cause, seeks approval for {ts Buckhorn Canyon Unit Area comprising
23,009 acres, wore or less, of Federal and state lands in Township 19 South;, Ranges 19 and 20

East, Chaves County, New Mexico.

CASE 6431: Application of HNG 01l Company for compulsory pooling, Eddy County, New Mexico. Applicant; in the
above-styled cause, seeks an order pooling all mineral interests in the Pennsylvanian formation
underlying the N/2 of Section 35, Township 23 South, Range 23 East, Eddy County, New Mexico, to be
dedfcated 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 théreof as well as actual
operating costs and charges for supervision. Also to be considered will be the designation of appli-
cant as operator of the well and a charge for risk involved in drilling said well.

CASE 6432: Application of John ‘Yuronka for compulsory pooling, Lea County, New Mexico. Appliéant, in the
above-styled cause, steks an order pooling all mineral interests in the Langlie Mattix Pool under-
lying the NE/4 NW/4 and the SEf4 NW/4 of Section 29, Township 24 South, Range 37 East, Lea County, -
New Mexico, to form two 40-acre units, each to be dedicated to a well to be drilled at a standard

- location thereon, Also to be considered will be the cast of drilling and completing said wells’
and the allocation of the cost thereof as well as actual’operating costs and charges for supervision.
Also to be considered will be the designation of applicant as operator »€ the wells and a charge for

risk involved in drilling said wells.

,vf‘ﬁASF E 6433: Application of ‘Cities Sexvice Compatiy for compulsory pooling, Eddy County, New Mexico. Applicant, in

the above~-styled cause, seeks an order pooling all mineral interests in the, Penncylvanian formations
underlying the S/2 of Section 8, Township 23 South Range 28 East, Eddy County, New Mexico, to be
dedicated to a well to be dtilled at ‘a standard location thereon. ~Also to be ¢onsidered will be the
cost 0f drilling and completing said well and the allocatjon of the cost thereof as well as actual
operating costs and charges for supervision. Also to ‘be considered will be the designation of
applicant as operator of the well and a charge for risk involved in drilling said well.

.
e —— 2 it

CASE 6435;“uApp11cation of ‘Amerada Hess COrporation for approval of infiil drilling, Lea ‘County, New Mexico,
Appiicani, id the duOVe—S[yled cause, seeks a finding that the drilling of its State "0" Well No.
5 .to be located in Unit N of Section 30, Township 19 South, Range 37 East, Eumont Gas Pool, Lea
County, New Mexice, 1s necessary to effectively and efficiently drain that portion of the proration
unit which cannot be so drained by the existing well, and further seeks approval of a waiver of

existing well-spacing requirements.

CASE 6435:. Application of Amerada Hess COrporation for approval of: infill drilling, Lea County, New Mexico.
Applicant, in the above-atyled cause, seeks a finding' that ' e drilling of its ¥W. A, Weir "B" Well
No. 3 located in" Unit: B of Section 26, Township-19 Soutk,-Rafige 36' Eas¢,; Eumont Gas Pool, Lea County,
New Mexico, 1s necessary to effectively and efficiently drain that portion of the proration unit
which cannot be so'drained by the existing wéll, and further seeks approval of a waiver of existing

well-spacing requitements.

CASE 6436: Application of Amerada Hess Corporation for: approval of infill drilling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks a’finding that the drilling of its State “U" Gas Com
Well No. 2 to be located id Unit C of Section 32, Township 19 South, Range 37 East, Eumont Gas Pool,
Lea County, New Mexico, is necessary to effectively and efficiently drain that portion of the
proration unit which éannot be so drained by the existing wéll, and further seeks approval of a

waiver of existing well-spacing requirements.

e

CASE €437: Application of Curtis Little for approval of infill-drilling and a non-standard proration unit. San
Juan County; New Mexico., Applicant, in the above-styled cause, seeks a finding that the drilling
of a well to be located 1085 feet from the South line and 285 feet from the West line of Seéction 12,
Townahip 28 North, Range’'13 West, Basin-Dakota Pool, Sin Juan County, New Hexico, is necessaty to"
effectively and efficiently drain that portion of ‘the proxation unit which’cannot be so‘drained by

O the existing well, Applicant further seeks rescission of Order No. R-4556 and approval of a

344.36-acre non-standard gas proration unit comprising all of Section 11, and Lot 4 and the SW/4 SW/4

of Section 12 for said well,

-

. CASE 6438: Application of Caulkinéfoll Company. for dual completions and downhole commingling, Rio Arriba County;
i New Mexicos Applicant, in“the’ above-sfyled 'cause, seeks approval for the dual completion of its’
Breech Well No. 812 located in Unit N of Section 18, Township 26 North, Range 6 West, and its Breech
Well N6, 224<A located in Unit B of Section 13, Township 26 Morth, Range 7 West, Rio Arriba County,
New Mexico, to produce gas from the Dakota formation through a’separate string of tubing and to com-
mingle Chacra and Mesaverde production in the wellbores of said wells,




;
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CASE 6439: Application of Caulkins 0i1 Company for downhole commingling, Rio Arriba County, New Mexico.
Applicant, fn the above-styled cause, seeks approval for the downhole commingling of Mesaverde
and Dakota production in the wellbore of its Breech A Well No. 229 located in Unit D of Section
17, Township 26 North, Range 6 West, Rio Arriba County, New Mexic¢o.

CASE 6440: ~Application of Caulkine 011 Company for a dual completion and downhole commingling, Rio Arrida
County, New Mexico. Applicant, in the above-styled cause, seeks approval for the dual completion
of its Breech F Well No. 8 located in Unit A of Section 34, Township 27 North, Range 6 West, Rio
Arriba County, New Mexico, to produce gas from the Pictured Cliffs formation through a secparate
string of tubing and to commingle Mesaverde and Dakota production in the wellbore of said well.

CASE 6441: Appl:lcation of Caulkins 0il Company for downhole commingling, Rio Arrida COunty, New Mexico.
Applicant, ‘in the above-styled cause, seeks approval for the downhole commingling of Pictured
Cliffs and Mesaverde prodiction in the wellbore of its Breech F Well No. 12 located in Unit A of
Section 35, Township 27 North, Range 6 West, Rio Arriba County, New Mexico. .

CASE 6442: Application of Caulkins 0i1 Company for downhole commingling, Rio Arriba County, New Mexico.
_Applicant, in the above-styled cause, seeks approval: for the-downliole commingling of Pictured
Cliffs, Chacra and:Mesaverde production in“the wellbore of its Breech £ Well No. 109 located in
Unit M of Section 3, Township 26 North, Range 6 West, Rio Arriba County, New Mexico.

CASE 6443: Application uf Caulkins 011 Company for a dual completion and downhole commingling, Rio Arriba

County, New Mexico, Applicant, in the above-styled cause, seeks approval for the dual complétion

{conventional) of itz Breech B Well No. 220-R located in Unit B of Section 14, Township 26 North,
" Range 7 West:, to produce gas from the Dakota formation through a separate string of tubing and to

comningle Pictured Cliffs, Chacra and Mesaverde production in the wellbore of said well.

CASE 6444 : Apblication of Caulkins 0l Company for dowmhole commingling, Rio Arriba County; New Mexico.

Applicant, in the above-styled cause, seeks approval for the downhole commingling of Pictured
Cliffs, Mesaverde, Chacra and Greeénhorn prodiction in the wellbore of its Breech Well No. 224
located in Unit A of Section 13, Township 26 North, Range 7 West, Rio Arriba County, New Mexico.
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CITIES SERVICE OIL COMPANY

32-34 (0.74)
. DETAILED WELL ESTIMATE
1 ian R
LEASE- wELL No, __Villa A" #1 pATE _ 1-8-79
LocaTion _1980" FSL & 1080 FNL prop.oEpTH 12,650
3 8 T 238 R28E COUNTY Eddy STATE N.M. AFE NO.
oescripTion ansoe] srze [‘comn. | w_ | Shosuids | Eevvace | dnre | ‘st
TANGIBLES
Casing y
Surface 20" 94f HL0 ST&C A 400 14912 14912
13-3/8" K55 & H40 STAC A 3000 © 55656 55656
9-5/8" 43.5# 595 LT&C A 9400 188188 | 188188
7" 264 & 29# S95 LT&C A 2400 30575 30575
5" 15# 595 LT&C A 1650 12250 - .
Well head connections ‘ 30000 10000
Tubing ~2-7/8" 6.5# & 2- 3/8" 4.7 N8O Al 12300 46700 -
Sucker rods Packer ‘& Accessories 7000 -
Bottom hole pump
Engine or motor
Pumping unit
Electrical equip.incl. Labor & Trans.
Line pipe, fittings incl. Labor & Trans. 7500 -
TANK BATTERY ; L
Stock tanks ' A ] 500 3 16500 -
Separator, heater treater, dehydrator A | 1mM 1 20000 -
Meter run and housing
-Lobor & transportotion 750Q -

“iotal Tangibles

'\‘-GJUIUJ.;

\bJ/JJL)"

INTANGIBLES e L
Contract drilling fabor MIRU & RD 30000 { 30000
Rotary doy work 84 days @ $4400/day 369600 369600
Service rig work 15 days @ $1000/dav 15000
Subsurface casing equipment . , 16000 "12500
D. 5. T., electric, radioactivity logs, etc. 65500.| 65500
Acidizing, fracing 25000 =
Perforating 15000 el
Misc. company and contract Jabor 30000, 20000 .
Road building, focation 15000 15000
Cement and cementing service 30000 25000°
Cement squeeze jobs 10000 10000 |
Drilling mud, chemicols 75000 75000 |
Diomond coring & anolyses, bits, reamers 75000 75000
Hud Togging unit 60 days @ $300/day 18000 | 18000
Rental of miscellaneous equip. © 50000 45000°
Contract hauling ~10000.| 8000
Water, fuel 35000 30000
Miscelloneous incidentals 15000 10000
Contingencies 750001 70000
ToLal Intangibles (974100)] (878600)
Total estimated cost - 100% 1410881 | 1177931

Totst estimate C. S. - )
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VAP " CITIES SERVICE Olt COMPANY
DETAILED WELL ESTIMATE

i - »
LEASE. WELL NO. Villa "a” #1 4 oATE __ 1-8-79
LocATion _1980" FSL & 1980' FUL : proP.0EPTH 12,650
s 8 1235 gr28E _ county __Eddy staTe _N.M. AFE NO.
ozscnirTion onsorrze [ comn, | w | Sraguien | Gevact | dmn | “em
TANGIBLES
Casing . ,
Surface 20" 94# H40 ST&C A 400 14912 14912
13~3/8" K55 & H40 ST&C A 3000 55656 55656
9-5/8" 43.5ff 895 LT&C.. A 9400 188188 | 188188
7" 26# & 29# $95 LI&C A 2400 30575 30575
5" 15# S95 LT&C A 1650 12250 -
Well heod connections 30000 10000
Tubing ~ 2=7/8" 6.5F & 2-3/8" 4.7# N80 Al 12300 46700 -
Sucker rods  Packer & Accessories 7000 -
Bottom hole pump
Engine or motor
Pumping unit -
Efeciricol equip.incl. Labor & Trans. o
Line pipe, fittings incl.Lobor & Trans. 7500 -
TANK BATTERY ,
Stock tanks A 500 3 16500 -
Separator, heater 1¥eater, dehydrator A MM 1 20000 -
Meter run and Housing o
Lobor & transportation : 75007 ] -
[Total Tampibles -~ . — T T 14367811 (29933D)
- INTANGIBLES o
Contract drilling labor MIRU & RD 30000 30000
Rotary day work 84 days @ $4400/day 369600 | 369600
Service rig work 15 ‘days @ $1000/day 15000 -
Subsurface casing equipment - 16000 12500
D. S. 1., electric, radioactivity logs, etc. 65500 65500
Acidizing, fracing 25000 | =
Perforating 15000 =
Misc. compadny and contract labor 30000. 20000
Road building; location -15000° 15000
Cement ond cementing service 30000 25000°
Cement squeeze jobs 10000 10000
Drilling mud, chemicals 75000 | 75000:
Diamond coring & analyses, bits, reomers 75000 | 75000
Mud logging unit 60 'days @ $300/day ' 18000 18000 | -
Rental of ‘miscellancous equip. 50000 45000
Contract hauling 10000- 8000,
Water, fuel ) : 35000 30000"
‘Miscelloneous incidentals 15000 10000° |
Contingencies / 75000 | 70000
Total Intangibles " (974100)] (878600)
Total estimated cost - 100% - ’ 1410881 { 117793Y
Totel estimote C. S, - %

i
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JASON W. KELLAHIN
W, THOMAS KELLANIN

KAREN AUBREY

KELLAHIN and KELLAHIN  [proni6 9770} Eﬂ

¥
ATTORNEYS AT LAW ;;gf, JAN 1 %
800 DON GASPAR AVENUE LA
P. O, BOX 1769 ,‘L_!&, 81978
SANTA FE, NEW MEXICO 87501 i, anace

January 16, 1979

Mr. -Joe D. Ramey, Director
0il Conservation Division
P. 0. Box 2088

Santa Fe, New Mexico 875901

Re: Cities Service Company Cémpulsory Pooling
Application _

Dear Mr., Ramey: ‘

At the time the above application was filed, all of the
non-consenting owners names were not available. To the best
of Cities Service's  information, they are as follows:

The NE/4SW/4 is owned by Pecos Irrigation Company, P. O.
Box 1718, Carlsbad, New Mexico 88110. This’ company has 4
indicated it will participate in the drilling of the proposed
well as a working interest owner,
wweeThere is an additional five acres located in the E/2
NE/4 SW/4 SW/4 of which a C. R. Cahill holds a lease on 3.42
acres from 14 owners. Mr. Cahill's address is umnknown, and
efforts are being made to locate him) ‘

i
£
Y

- The remaining interest owners who have not consented to
the drilling of the well, or agreed to farm out, lease or
otherwise participate, are as follows: :

‘Margaret Miller Russell
Star Route, Ute Lake
Logan, New Mexico 88426

Ralph Miller
Ro®te 1, Box 136

Snyder, Oklahoma

73566

Mrs. Edith Miller Austin’
4704 Buffalo Trail
Amarillo, Texas 79109

Mrs. Pauline Miller Dickins
217 Court Street
Batesville, Mississippi

‘ o 38606
‘Harold Miller
Route 1, Box 137

o Mrs. Daisy Miller Buchwald
Snyder, Oklahoma 73566

Route 3, Box 50 o
~Santa Fe, New Mexico 87501
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KELLAHIN and KELLAHIN

Page 2 , ,
Mr. Joe D. Ramey, Director
January 16, 1979

Mrs. Murle Miller Holloway John Miller
Route 1, Box 145 Star Route, Box 9
Snyder, Oklahoma 73566 Logan, New Mexico 88426

Sincerely,

(:f§&44r~ W A ullad

Jason W, Kellahin

CC: Mr. E. F. Motter
JWK : k fi
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BEFORE TIHE
NEW MEXICO ENERGY AND MINERALS DEPARTMENT

OI L "CONSERVATION DIVISION 4 7? 
ﬂ _ 0Q [~
, N _ \
IN THE MATTER OF 'THE APPLICATION '
OF CITIES SERVICE COMPANY FOR o

COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO ‘

fﬂbfbMBZ

APPLICATION

Comes now Cities Service Company and applies to the
0il Conservation Division, New Mexico Energy and Minerals
Department, for an order pooling all mineral interests in
the Pennsylvanian formations underlying the S/2 of Section
8, Township 23 South, Range 28 East, N.,M.P.M., Eddy County,
New Mexico, and in support thereof would show the Division:

1. Applicant proposes to drill its Villa "A" Well
No. 1 at a location 1980 feet from the South line, and 1980
feet from the West line of Section 8, Township 23 South,
Range 28 Last.

2. AppliCént7has the right to drill on the proposed

unit and has either obtained leases or the right to drill on

all of the South half of Section 8, with the exception of
approximately five acres, which' tract has been platted into
townsite lots, the owheféhip of which is widely sééftered,
and applicant has made and is making diligent effort to
obtain the right to drill as to these trétts. The ndmes of
the owners and their resﬁective addresses, to the best of

applicant's ability to obtain the same will be furnished to

e} | i
the-Divisiqﬁfat/%r prior to the hearing of this application.

N

s

EERE




3. Pooiing of the subject proration unit is in the
interests of conservation, and the rights bf owners involved
will be fully protected.

A WHE RE FORE applicant prays that this application be set
for hearing before the Divisions duly appoinfed examiner,
and that after notice and hearing the Division énfer‘its>
order”pooiing the subject acreage as requested, said order
to designate applicant as operator and to make provision
for operator to recover out of production his reasonable
costs of drilling, completing “and equipping the well, for
his costs of operation, including overhead Cﬂarges,'and'for
'a risk factor for the risk of drilling and completing the
well, as provided by 1law.
Respectfully submitted,
CITIES SERVICE COMPANY

P. 0. Box 1769
Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT
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BEFORE THE

NEW MEXICO ENLERGY AND MINERALS DLPARTMLNT k e
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLI CATION
OF CITIES SERVICE COMPANY FOR
COMPULSORY PCOLING, EDDY COUNTY,
NEW MEXICO

Cons 727

APPLICATTION

Comes now Cities Service Compeny and applies to the
Qi1 Conservation Division, New Mexico Energy and Minerals
Department, fefian order pooling 2ll mineral interests in
the Pennsylvanian formations underlying the S/2 of Section
8, wanship 23 South; Range 28 East, N.M,P.w}, Eddy County, «
New Mexico, and in support thereof would show the Division:
1. Appiicant‘propOSes to drill its Villar“A" Well
No. 1 at a location 1980 feet from the South 1line, and 1980
feet from the West line of Section 8, Townsﬁip 23 South,
Range 28 Last.
2. Applicant has the right to drill on the proposed |

unit and has either obtained leases or the right to drill on

all of the South half of Section 8, with the exception of

~approximately five acres, which tract has been platted into

townsite lots, the ownership of which is widely scattered

and app11cant has made and is making diligent effort to
obtaln the right to drill as to" ‘these tracts.‘ The names of |
the owners and thelr respective addresses, to the best of

applicant's ability to obtain- the same will be furnished to

the Division at or prier to the hearing of this applﬁcétion.’

t
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3. Pooling of the subject proration unit is.in the

~interests of conservation, and the rights of owners involved

willkbe fully protected.

WHEREFORE applicant prays that this application be set
for hearing before the Divisions duly abpointed examiner,
and that after notice and ‘hearing the Division enter its
ofdér'pooling the subject acreage as requested, said order
to designate applicant as operator and ‘to make provision
for operator to recover out of production his réasondble
costs of drilling, completing and equipping the well, for
his costs of operation, including overhead charges, and for
a risk factor for fhe risk of drilling and éompletiﬁg the
well, as provided by law.

Respectfully submitted,
CITIES SERVICE COMPANY

.By

P. O, Box 1769 R
Santa Fe, New Mexico 87501

ATTORNEYS :FOR APPLICANT

1
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BEFORE THE |
NEW MEXICO ENERGY AND MINLRALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTLER OF THE APPLYICATION

~OF CITIES SLERVICE COMPANY FOR

COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO

-

Croan L 33
APPLICATTION :

‘
Comes now Cities Service Company and applies to the
0il Conservation Division, New Mexico Enérgy and Minefals
Department, for an order pooling all miné?alyintereSts in
the Pennsylvanian formations underlying the S/2 of Section
8, Township 23 South, Range 28 East, N.M.P.M., Eddy County,
New Mexico, and in support thereof would show the Division:
1. Apﬁiiéant proposes to drill its Villa "A" w€11
No. 1 at a location 1980 feet from the South line, and 1980
feet from the West line of Section 8, Township 23'South,-; \
Range 28 East. » -
2. Apﬁiicant has the right to drill on the proposed
unit and has either obtained leases or the right to drill on
all of the South half of Section 8, wiFh the exceptibn 6f
approximately five acres, which tract has been platted into
toWnSife‘lofs,.the ownership 6f whiéh is widely scattered,

and-applicaﬁt has made and is making diligent effortuéo

obtain the right to drill as to these tracts. The names of

the owners and their respective addresses;:to the best of

applicant's ability to obtain the same will be furnished to

thetDiViSibn'atfor prior to the hearing of this application.
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3. Pooling of the subject proration unit is in the

i

interests of conservation, and the rights of owners involved

will be fully protected.

WHEREFORE applicant prays that this application be set

for hearing before the Divisions duly appointed examiner,

‘and that after notice and hearing the Division enter its

order pooling the subject acreage as requested, said order

to designate applicant as operator and to make provision

for operator to recover out of production his reasonable

costs of drilling, completing and equipping the well, for

his costs of operation, including overhead charges, and for

Fh
=

sk factor for the risk

ebe

ar

.:well, as’provided by law.

of drilling and completing:the

Respectfully submitted,
CITIES SERVICE COMPANY

P. O. Box 1769
Santa Fe, New Mexico

'ATTORNEYS FOR APPLICANT

87501

E
3
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 6433

Order No. R-= 59./°

APPLICATION OF CITIES SERVICE
COMPANY FOR COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO. -

ORDER OF THE DIVISION

'BY THE DIVISION:

This cause came on for hearing at 9 a.m. on January 31

19 79 , at Santa Fe, New Mexico, before Examiner Richard L. Stamet

NOW, on this day of February . 19 . the Divisio

Director, hgving considered the téétimony; the record, and the
recommendations of the Examiner, and being fully advised in the
premises, _ B

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, Cities Service Company g ’
seeks an order podling all mineral interests_in ) Penngy -
formation - " __underlying the S/2_
of Section _8 , Township 23 South , Range 28;g§st
NMPM, «f’\__ —TTT~_, Eddy .~ County, New
‘Mexico. |
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Case No.
Order No. R-
(3) That the applicant has the right to drill and proposes

at a standard location thereon .

to drill a well

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

unit who have not agreed to pool their interests.

s

(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 thé opportunity to recover or receivé
without unrecessary expense his juét and fair share of the gas

in said pool, the suFject appllcatlon should be approved by

pooling all mineral 1nterests, whatever thermay be, within sald

unit.
(6) That the applicant should be designated the opevator

L}

. :
om0 1 e A 048 o537 <
. : e

of the sub)ect 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 costs-out of production.

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

withﬁeld from production his share of the reasonable well costs

plus an additional ADO *L‘thereof as a reasonable charge for thE'
b |

rlsk involved in the drilling of the well.
(9) That any non-consenting interest ownéer should be
afforded the opportunity tc-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.

(16) That following determination of reasonable well costs,
any non-consénting working interést owner that has paid his

share of estimated costs should pay to the operator any amount

e .

that reasonable well costs exceed estimated well costs and

¥

should receive from the operator any amount that paid estimated

pEeHS

well costs exceed reasonable well costs.
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‘be authorized to withhold from production the proportionate

”operatlnq the subject well, not in excess of what are reason-
‘able, attributable to each non-consenting worklng interest.

...3..
Case No.
Order No. R-

(11) That f358¢ %5 per month should be fixed as a reason-
able charge for superv1510n (combined fixed rates) while
drilling and that#338# .. per month should be fixed as a . !
reasonable "‘charge for supervision while producing; that this i
charge should be adjusted annually " based upon the percentage
increase or decrease in the average weekly earnings of crude
petroleum and gas productlon workers; that the operator should

share of such supervision charge attributable to each non-
consenting worklng interest, and in addition thereto, the
operator should be authorized to withhold from production the
proportionate share of actual expendlfures required for

- - rr—— .t — o 1o = sa ey g

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

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

dedicated on or before ;?Zkg B /92% , the order
a7 + i,

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

hWhatsoever.
|

IT IS THEREFORE ORDERED:

L (1) That all mineral interests, whatever they may be;
i . _

in the Pennsylvanian formation underlying the S/2

23 South , Range 28 East ,

of Section 8  , Township
NMPM,
are hereby pooled to form a standard 3 42 acre gas spac1ng

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

_,_Eddy Codnty,'New Mexico*é

LL at a standard location thereon.

PROVIDED HOWEVER, that the operator of sdid unit shall
commence the drilling of said well on or before the kzxgé‘day of

ZZ&%y , 1979 , and shall thereafter continue the drillind i
of said well with due diligence to a depth sufficient to test the |

Pennsylvanlan formation;

PROVIDED FURTHER, that in the event said operator does not

commence the drilling of said well on cor before the /5yX day of |
;7zg,f . 1979 , order (1) of this order shall be null

I

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

a time extension from the fDiVision for good cause shown.
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PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the pivision Director ahp
show cause why Order (1) of this order should not be rescinded,

{2) That Cities Service Company is he;eby dasignated

the operafor of the subject well and unit,

(3) That after thé effective date of this order and’within
30 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 days frbm the date the schedule of
estimated well costs is furnished to him, gn&”non-cqnsenting
working interest owner shall have tﬁe 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 pro-
vided above shall'remain‘liable fpr operating costs but shall
not be liable for risk charges. V

(5) That the operator shall furnish the Division and each
known working inierest owner an itemized schedule of actual well
costs within 90 days following coﬁgletion of the well;/ that if
no objection to'the actual well costs is received”by éhe Division
and the Division has’ not objectea within/ds days following receipt ;
of said gchedulé, the actual well costs‘éhall be the reasonable ‘
well‘cosisg provided however, that if there is an objection to
actual well costs within said 45-§ay period the Division will
determine réasonable well costs after public notice and heariné.

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

able well costs, any non-consenting workingkinterest GWner”that

has paid his share of estimated costs in advance as provided
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Case No.
Order No. R-

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

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

(A) The pro rata share of;reasonabletgell costs

- attributable to each non-consenting working

- interest owner who has not paid his share of
estimated well costs Qifhin 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 weii,hzyzz§ggﬁg the pro rata
share of reasonable well costs a£tribﬁtable’

N 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 thé operator shall distribute said costs and

charges withheld‘from‘prOductiOn to the parties who advanced

méwdlcmiﬂwﬂwmgm“w;m : R

" (9) That#33822:5 per month is-hereby fixed as a reason-
able charge for supervision (combined fixed rates) while drilling,
and that #3322~ per month is hereby fixed as a reasonable

charge for supervision while producing, provided that this rate
shall be adjusted on the first day of April of each year
following the effective date of this order; that the adjust-

ment shall be computed by multiplying the rate currently in

‘use by the percentage increase or decrease in, the average

weekly earnings of Crude Petroleum and Gas Production Workers
for the last calendar year compared to the preceding calendar
year as shown by "The Index of Average Weekly Earnings of _
Crude Petroleum and Gas Production Workers" as published by
the United States Department of Labor, Bureau of Labor Statis-
tics, and the adjusted rate’shall be the rates currently in
use, plus or minus the computed adjustment; tbat the operator
is hereby authorized to withhold from production the propor-
tionate share of such supervision charge attributable to each
non-consenting working interest, and in addition thereto, the

operator is hereby authorized. to withhold from production
the proportionate share of actual expenditures required for
operating such well, not in excess of what are reasonable,
attributable to cach non-consenting working interest.
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Order No.

(10) That any unseveredkhineral interest shall be consiéerad
a seven-eiéhths (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. ‘

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

(12),*Tha£ all proceeds from pioduction‘from the'subject
well which are not disbursed for any reason Shali‘immédiafeiy'

be placedkin escrow in Eddy County, New Mexico, to be

pald to the true owner thereof upon demand and proof of ownershlp,
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 Jurlsdlctlon of this cause is retained for the
entry of suéh further orders as the Division may ‘deem necessary.

DONE at Santa Fe, New Mexico, on'the day and year herein-

above designated.




