fo R
RECO »
STATE OF NEW MEXICO 8D

ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT "1,

OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:
CASE NO. 11688
_ Order No. R-10754
APPLICATION OF MANZANO OIL
CORPORATION FOR COMPULSORY
POOLING AND AN UNORTHODOX
WELL LOCATION, LEA COUNTY,
NEW MEXICO.

ORDER OF THE DIVISION
BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on January 23, 1997, at Santa Fe,
New Mexico, before Examiner David R. Catanach.

NOW, on this 27th day of January, 1997, the Division Director, having considered
the testimony, the record, and the recommendations of the Examiner, and being fully
advised in the premises,

FINDS THAT:

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

(2)  The applicant, Manzano Oil Corporation, seeks an order pooling all mineral
interests from the surface to the base of the Atoka formation underlying the S/2 SW/4 of
Section 11, Township 16 South, Range 36 East, NMPM, Lea County, New Mexico, and
in the following manner:

the S/2 SW/4 forming a standard 80-acre spacing and
proration unit for any and all formations and/or pools

* spaced on 80 acres within said vertical extent, which
presently includes but is not necessarily limited to the
North Lovington-Wolfcamp Pool and the Undesignated
Northeast Lovington-Pennsylvanian Pool (Note: the
extension of the Northeast Lovington-Pennsylvanian Pool to
include the subject acreage will be the subject of a Division
nomenclature case to be presented on the February 20th
docket); and, :
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e SW 3 S'A 3 forming a standard +0-acre cil spacing and
crorauon unit for any and all formauons and.or pools
spaced nn 40 acres within said verucal extent.

Said arits are to be dadicated 1o thz applicant’s proposed "SV™ Chipshot Weli No.
2 o e drillad at an unorthodox oil well location 1000 feet rrom the South line and 467
rfeer trom the West line (Urnit M) of Section 11.

13 At the ume cf the hearing, the applicant testified that the well location for
-oposed “SVT Cupsho: Well No. 2 has been amended to 966 feet ‘Tom the South line
261 feet frem the West line (Unit M) of Section 1. Inzsmuch as the newly proposed
‘scanon is less anorthodox than the location origimally propesed. the Division determined
rhat re-advertsemnent of this case 1S not necessary.

i The appiicant has the right to dril. and proposes to drill its "SV™ Chipshot
Well ™o. 2 at tne amended unorthodox location described ibove.

(5) The propos:¢ well is subject to the well locaton requirements for the North
Lovington-Wolfcamp and Northeast Lovingtorn-Pennsylvanian Pools (80-acre spacing)
which require weils to be located within 150 feet of the center of either quarter-guarter
section or lot. The proposed well is also subrect to Rule: No. 104.C. of the Division
General Ru.es and Regulatons (40-acre spacing) which requires weils to be located no

5

“loser than 330 feet from the outer boundary of the proraton umt.

(6) I"e applicant presented geologic evidence ¢nd testimony which indicates
that 1 well crilled at the proposed unorthodox location should penetrate the Strawn
formarion ir. an area of greater permeability development than a well drilled at a standard
location thereon. thereby increasing the likelihood of obtaining commercial oi producton.

(7) No offset cperator and/or interest owner appeared at the hearing in
opposition to the proposed unorthodox oil well location.

(8 Approval cf the proposed unorthodox. locaucn will afford the applicant the
opportunity to produce its just and equitable share of the oil in the arfected pools. will
srevent the economuc loss caused by the drilling of tnpecessary wells, avoid the
augmentation of risk arising from the drilling of an exces;ive number of wells and will
otherwise prevent waste ard protect correlative rights.

9 There are interest owners in the proposed proration units who have not
agreed to pocl taeir interssts.
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10y  To avoid the drilling of unnecessary walls, to protect correlative rights. ©
1void waste, and to afford o the owner of each imnterest in said units the oppom‘lnn}‘ to
recover or reczive without unnecessary expense his just and fair share of the production
'n any pool completion resulting from this order. the subject application should be
approvad by pooling all mneral interests, whatever they mzy be, within said units.

‘11)  The applican: should be designated the operator of the subject well and
units.

12y Amv non-consenting working rterest owrer should be atiorded the
Cpportunity o pay his shave of estimated well costs 10 the ¢perator 1 liew of raving s
<hare ¢f reasoaakle well costs out of producticn,

13)  Anv non-<coisenting working interest owner vac does not pay his share of
estimated well costs should have withheld from production his snare of the reasonable well
costs plus ar additional 2C0 percent thereof as a reasonable charge for the risk involved
in the drilling of the well.

(14) Anv non-cinsenting working interest owner should be afforded the
opportunity 1o object to the actual well costs but acrual well costs should be adopted as the
reasonable well costs in the absence of such objection.

(13)  Following determination of reasonadle wel ¢osts. anv non-consenting
working intzrsst owner who has paid his share of estimated costs should pay tc the
operator any amount that reasonable well costs exceed est mated well costs and should
recelve from tae operator any amount that paid estimated well costs exceed reasonable well
Costs.

(16)  $5000.00 per month while drilling and $500.00 per month while producing
should be fixed as reasonadle charges for supervision (combmned fixed rates): the operator
should be autherized to withhold from producticn the proporuonate share of such
supervision charges attributable to each ron-consenting working intersst. and n addition
thereto, the operator should be authorized to withhold from production the proportionate
share »f actual expenditures required for operating the subje:t well. not in excess of what
are reasonable. attributable to each non-consenting working interest.

(17 All proceeds from production from the subject well which are not disbursed
for anv reascn should be placed in escrow to be paid to the true owner thereot upon
demand and proof of ownership.

(18)  Upon the failure of the operator of said pooled units t0 commence the
Jrilling of the well to whick said units are dedicated on or bzfore Mayv 1. 1997, the order
nocling saic units should become null and void and of no effect whatsoever.
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(19)  Should all thz parties to this forced pooling ordzr reach voluntary agreement
subsequent to entry of this order, the forced pooling provisions of this order shall
thereaf:er be of no further =ffect.

(20)  The operator of the well and units shall notify the Director of the Division
in writing of the subsequent voluntary agreement of all partuies subject to the torced
pooling provisions of this order.

IT [S THEREFOEE ORDERED THAT:
(1) Al mineral interests, whatever they may be, rrom the surface o the base

of the Atoka formation underlying the S/2 SW/4 of Secton 11. Township 16 Scuth.
Range 36 East, NMPM, Lea County, New Mexico, are hereby pooled in the rollowing
manner:

the S/2 SW/4 forming a standard 80-acre spacing and
proration unit for any and all formations and/or pools
spaced on 80 acres within said vertical :xtent, which
presently includes but is not necessarily 'imited to the
North Lov:ngton-Wolfcamp Pool and the Undesignated
Northeast Lovington-Pennsylvanian Pool; ard,

the SW/4 S'W/4 forming a standard 40-acre cil spacing and
proration tnit for any and all formations and/or pools
spaced on 40 acres within said vertical extert.

Said 1nits are to be dedicated to the applicant’s proposed “SV~ Chipshot Well No.
2 1o be drilled at an unorthodox oil well location 966 feet frcm the South line and 481 feet
from the West line (Unit M) of Section 11.

PROVIDED HOWEVER THAT, the operator of said unit shall commence the
drilling of szid well on or before the 1st day of May, 1997, and shall thereafter continue
the drilling of said well with due diligence to a depth sufficieat to test the Atoka formaton.

PROVIDED FURIHER THAT, in the event said operator does not commence the
drilling of said well on or before the 1st day of May, 1997 Ordering Paragraph No. (1)
of this order shall be null and void and of no effect whatsoever, unless said operator
obtains a tirie extension from the Division Director for good cause shown.

PROVIDED FURTHER THAT, should said well nct be drilled to completion, or
abandonment. within 120 days after commencement thereof, said operator shall appear
before the Division Director and show cause why Ordering Faragraph No. (1) of this order
should not be rescinded.
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) \Manzano Oii Zorporation is hereby designates the operator of the subject
vell ard units.

i3) Af-er -he effective cate of this order and within “0 days prior o
commencing said well. the operator shall furnish the Divisi*r and each known waorking
InteresT owner in the sudject unuts an itemuzed schedule of estumated well costs.

furmeshed to nim. any non-consentng working interest owner shall have the rizht to pay
his <hare of is::imated well costs to the operator 'n lieu of puying his share of reasonable
well costs out of productior. and any such owner who pays his share of :sumated well
costs as provided atove shal remain liable for operzating costs but sha:l not be fable tor

4 With:n 30 dayvs from the date the schedule o7 esumated well costs s

'3) The operatcr shall furnish the Division and -2ach known working interest
owrer an itemized schedu e of actual well costs within 90 days following completion of
the well; if rc obrection to the acrual well costs :s received dy the Division and the
Divisicn has not objected within 45 days following receipt of said schedule. the actual well
costs shall be the reasonab.e well costs; provided however, if zhere is objection to actual
well cests within said 43-dav period the Division will determ ne reasonable well costs after
public notice and hearing.

(6) Within 60 davs following determination of reascnable well costs, any non-
conserting ‘working interest owner who has paid his share of estimated well costs 1n
advance as previded above shall pay to the operztor his pro raia 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 excerd reasonable well costs.

(7 The operator 1s hereby authorized to withhold the rcllowing costs and
charges frora producuon:

‘A)  The pro rata share of reasonable well costs atributable to each non-
comsenting working interest owner v/ho has not paid his share of
estinated well costs within 30 days Tom the date the schedule of
2stimated well costs is furnished to kim.

B) As 1 charge for the risk involved in the drilling of the well, 200
percent of the pro rata share of reasonable well costs atributable to
eac.1 non-consenting working interest owner who has not paid his

shase of estimated well costs withia 30 days from the date the
schedule of estimated well costs is furmushed to him.
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(8) The operator shall distribute said costs and charges withheld from
production to the parties who advanced the well costs.

(9)  $5000.00 per month while drilling and $500.00 per month while producing
are hereby fixed as reasonable charges for supervision (combined fixed rates); the operator
is hereby authorized to withhold from production the proportionate share of such
supervision charges attributable to each non-consenting working interest, and in addition
thereto, the operator is hereby authorized to withhold from production the proportionate
share of actual expenditures required for operating such well, not in excess of what are
reasonable, attributable to each non-consenting working interest.

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

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

(12)  All proceeds from production from the subject well which are not disbursed
for any reason shall immediately be placed in escrow in Lea County, New Mexico, 10 be
paid to the true owner thereof upon demand and proof of ownership; 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)  Should all the parties to this forced pooling order reach voluntary agreement
subsequent to entry of this order, the forced pooling provisions of this order shall
thereafter be of no further effect.

(14)  The operator of the well and units shall notify the Director of the Division
in writing of the subsequent voluntary agreement of all parties subject to the forced
pooling provisions of this order.

(15)  Jurisdiction is hereby retained for the entry of such further orders as the
Division may deem necessary.
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DONE :t Santa Fe. New Mexico. on the day and vear neremnabove designated.

STATE OF NEW MEXICO
OIL CCNSERVATION DIVISION

- ~~ \ X
—_— \ \
5 \ s

; \
/

8 /
WILLIAM J. LEMAY [
Directo- ‘ / :
i \
\\\



Dutnet |
PO Box 1980, Hobbs. NM 88241-1980

Distnct I

PO Drawer DD, Astesia. NM 882110719

District 01

1000 Rio Brazos Rd., Azec, NM 87410

District [V

State of New Mexico
Energy, Mineruls & Natural Resources Department

OIL CONSERVATION DIVISION

PO Box 2088

PO Box 2088, Sants Pe, NM 87504-2083

Santa Fe, NM 87504-2088

Form C-101

Revised February 10, 1994
lastructions on back

Submit to Appropnate District Office
State Lease - 6 Copies

Fee Lease - 5 Copies

[] AMENDED REPORT

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

' Operstor Name and Address. ! OGRID Number
Manzano 0il Corporation 013954
P.0. Box 2107 ' APl Namber
Roswell, NM 88202-2107 30 - °25"33%D6
‘ Property Code ' Praperty Name * Well No.
1841/ "SV* Chipshot 2
7 Surface Location
UL or lot 80. | Sectioa | Township | Range Lot lda Feet from the | North/Sosth ise | Feet from the EasyWent Lne County
M 11 16S | 36E 966 South 481 West Lea
' Proposed Bottom Hole Location If Different From Surface
UL or lot po. | Sectioa | Towaship | Range Lot Ida Fet from the North/South fine Feat from the East/Weat line Coanty
“Proposced Poot 1 ** Proposed Pool 2
Wildcat
" Work Type Code  Well Type Code ‘3 Cable/Rotary ‘* Lease Type Code “ Grousd Level Elevation
N 0 R <€ P 3887
'* Multipie " Proposea Depth " Formation ' Costractor " Spud Date
12,000' Strawn WEK Drlg Co. 2/1/97
! Proposed Casing and Cement Program
Hole Size Casiag Size Casing weght{oot Setting Depth Sacks of Cement Estimated TOC
17-1/2" 13-3/8" 54.5# 400" 350 Circl
12-1/4 & 11" 8-5/8" 324 4,500 1,800 Circl
7-7/8" 5-1/2" 17 & 20# 12,000 1To be designed|{600' above
uppermost pay
Deacribe the proposed program. If this spplication i lo DEEPEN or PLUG BACK give the data os the presest productive 30ec and propased scw productive
mee. Describe the blowost preventoa program, if any. Use sdditional shects if necessary.
Set surface casing @ 400'. Circl cement to surface. Set inter csg @ 4500'. Circl
cement to surface. Install BOP's. Tsg to 1000 psi. Install H2S monitoring system.
Drill 7-7/8" to 12,000'. DST any prospective pays. Run open hole log. Run 5-1/2"
production casing through Strawn if justified.
Permit Expires 1 Year From Approval
Data Uniess Driiing Undgrway

of my knowledge and delscf.

Y | bereby cerufy tat the mformaton grven above 18 ruc and complete 10 the best

i uLU«LOOﬂ L m\aﬂdg

OIL CONSERVATION DIVISION

Approved by: .
e

P HE I A

PRI A A K gt SEXTON

Adxched O

Proted aame: i Titke: onUlLA L sUPRA FwOR

_ Allison Hernandez : )
i Engineering Technician Arprovasoue. JAN 3 ) 130T | Esovin O e
Date: 1/28/97 Tgos) 623-1996 Coodiucas of Apgroval \\’




C-101 instructions
Messurements and dimensions are to be in feetfinches. Waeil locations will refer to the New Mexico Principal Meridian.

IF THIS IS AN AMENDED REPORT CHECK THE BOX LABLED
"AMENDED REPORT" AT THE TOP OF THIS DOCUMENT.

1 Operator's OGRID number. If you do not have ona it will
be sssigned and filled in by the District otfics.

2 Operator's name and address

3 APl numbar of this well. If this is 3 new drill the OCD will
assign the numbaer and fill this in.

4 Property code. If this ie 8 new property the OCD will
assign the numbaer and fill it in.

-] Property name that used to be called ‘weil name’
8 The number of this wall on the property.
7 The surveyed location of this well New Mexico Principail

Meridian NOTE: H the United States government survey
designates a Lot Numbaer for this location use that number
in the "UL or lot no.” box. Otharwige use the OCD Unit
Letter.

8 The proposed bottom hole location of this well at TD

9 and 10 The proposaed poolls] to which this waell is beeing drilled.

11 Work type code from the following table:
N New wall
[ Re-entry
0 Drill deeper
P Plugback
A Add s zone
12 Weill type code from the following table:
(e} Single oil completion
G Single gas complation
M Mutiple completion
I Injection well
S SWD well
w Water suppiy wel
[ Carbon dioxide wall
13 Cable o rotary driiling code
c Propoes to cable tool dnll
R Propose to rotary drill
14 Lease type code from the following table:
F Federal
S State
P Private
N Navajo
J Jicarila
V) Uts
|

Othar Indian tnbe
15 Ground level slevation abave sea leve!
16 Intend to mutiple complete? Yes or Nao

17 Proposed total depth of this well

18

138

20

21

-

22

23

Geologic formation at TD
Name of the intendad dnlling compeny it known.
Anticipated spud date.

Proposed hole size 1D inches, proposad cssing OO0 inchee,
casing weight in pounds per foot, setting depth of the
cassing or depth and top of liner. proposed cementng
volume, and estimated top of cament

Brief description of the proposed drilling program and BOP
program. Attach additional shaets if necessary.

The wignature, printed name. and ttde of the person
suthorized to make this report. The date this report wase
signed and the telephone number to call for questions
about this report.
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District | State of New Mexico Form C-102
PO Box 1960, Hobbe. NM $241-1960 Energy, Minecrals & Namurai Resources Department Revised February 10, 1994

Diatrict I } lastructions on back
PO Drawer DD. Artesia. NM $3211-0719 OIL CONSERVATION DIVISION Submit to Appropniate District Office
District I PO Box 2088 State Lease - 4 Copies
1000 Rio Brasos Rd.. Aztec. NM 57410 Santa Fe, NM 87504-2088 Fee Lease - 3 Copies
District IV

PO Box 2083, Sasia Fe, NM $7504-2088 D AMENDED REPORT

" WELL LOCATION AND ACREAGE DEDICATION PLAT

" APl Nember 3 Pool Code A Love on_ 3 Pool Name
30.025-33806 |~ 7 | 2% iddeat
[+ Preperty Code ? Property Name * Well Nembser
(847( "SV" Chipshot 2
" OGRID No. ' Operator Name * Elevatisa
Manzano 0il Corporation 3887

19 Surface Location

UL or iot po. Secticn Township | Range Lot ida Fect from the North/South line Fect from the East/Went kine Coanty
M |11 16s | 36e 966 South 481 West Lea
! Bottom Hole Location If Different From Surface
ULorlot 3o. | Sectios | Towaship | Raage Lot ida Feet from the Norih/South line Fert {rom the Eas/West line County

! Dedicated Acres{ ** Joint or infill | ' Coasolidation Code | ** Order No.

80

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

" OPERATOR CERTIFICATION
| hereizy cerufy (hat ihe informasion comusinad herain is
rue end campiae 0 the best of my inowiedge and belicf

—
16

3
Sgaature !
Allison Hernandez ~
Priated Name
Engineering Technician
Tatle

January 28, 1997
Date

TUSURVEYOR CERTIFICATION
IMWM“MMM-“M
was ploged from ficid aotes of acual surveys made by

me or under my supervision, and that the seme is orue
and correcs 10 the best of my belicf.

January 9, Y997~
Q{f?ﬂir;:







