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BEFORE THE OIL CONSERVATION COMMISSION OF

THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF CRAIG FOLSON FOR APPROVAL OF o
THE FORMATION OF A NON-STANDARD S EA AR
PRORATION UNIT AND COMPUILSORY , RRRLEILRS

POOLING, CHAVES COUNTY, NEW MEXICO

APPLICATION

COMES NOW CRAIG FOLSON and applies to the 0Oil Conserva-
tion Commission of New Mex{é; for approval of the formation
of a non-standard proration unit and compulsory-pooling
in the Caprock-Queen Pool, Chaves County, New Mexico, and
in support thereof wotulld show the Commission;

1. Applicant is the owner of the right to dfill and
develop th;foil and Gas minerals in the area involved in
this appliéatioh; |

2. MApplicant proposes to form a non-standard unit

~cOmposed of 40 acres peing the Sw/4 NE/4 SE/4, NW/4 SEZE-

SE/4, NE/4 SW/4 SE/4, SE/4 NW/4 SE/4 of Section 12,

m—

Township 13 South, Range 31 East, N,M;P.M., to be dedica-
ted to a well to be located 1340 feet from the South line
and 1300 feet from the Eaét line of Section 12, to a depth
suffiéieht to test the Queen .

3. All interest’owners have agreed to podl their
interests for the formation of the ﬁon-étandard unit with
exception of the owner of the SE/4 NW/4 SE/4 of said
Section 12. Applicant is informed and believes that said
minerals underlying this 10 acre ﬁract are owned by Vada
Spurck, whose last known address was 15445 Ventura g:::?
E:;:; 22, Sherman Oaks Station, Van N;;s, California 91403.
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4. The formation of the proposed non-standard prb~
ration unit will protect the correlative rights of the
interest owners, and the correlative rights of no offset

operator will be impaired.

WHEREFORE APPLICANT PRAYS THAT THIS APPLICATION BE

set for hearing before the Commission or the Commission's

duly .appo ointed examiner, and that after notice and hearing

Sl el -Gl s

I

" as required by law the Commiseion ehter its order approv-
ing the forﬁation of ‘the non-standard unit,/and compulsoriy
pooling as prayed for, together with a provision for the
allocation of costs of drilling, cbmpleting and equipping
the well to ie drilled, the alloeatidﬁmefﬂcosts'bf’opera—
ting the well ineluding costs of eu§eIVision,.£he |
de51qnat10n of applicant as operator of said well, and

the a531gnment of a charge for the risk involved in
drilling saig@ well and for such other and further relief

as may be proper.

CRAIG FOLSON

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

N . ATPORNEYS FOR APPLICAMT
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C. CRAIG FOLSON
ATTORNEY AT LAW

SUITE 2805
2001 BRYAN TOWER
DALLAS, TEXAS 75201

» . TELEPHONE
January 28, 1974 : (214) 742-1973

Mrs. Vada Spurck
15445 ventura Blvd

 ‘Suite 5
‘Sherman Oaks, California 94103

Attention: Mr. Harlan Stead

Re: NWY% SE% Section 12-13S-31E
Chaves County, New Mexico

‘Dear Mrs. Spruck/Mr. Stead:

I plan to drill a 3,200 ft. Queen Sand test well bordering
your acreage in March 1974 and it is necessary I obtain a
farmout for the above mentioned tract, which is held in
your name. :

I have offered the other lease holders a 1/16 of 7/8 over-

P

P

riding royalty on all commercial production from this acreage.

Your immediate cooperation on this matter would be most
appreciated. I must testify before the New Mexico 0il
Commission February 15, 1974, and your farmout is a re-
quirement to obtain the drilling permit.

The acreage would be unitized and will receive a pro rata
royalty.

Thank you for your immediate attention to this matter.

Sincerely,

M AN

C. Craig Folson

CCF:md ) | 1




C. CRAIG FOLSON

ATTORNEY AT LAW
1925 MERCANTILE DALLAS BUILDING
DALLAS, TEXAS 75201

' R 1< W
December 8, 1972 L

Mr. Vada Spurck
15445 Ventura Bilvd.
Suite 26

‘Sherman Oaks Station

Van Nuys, California 91403

Re: NW 1/4 SE 1/4 Sec. 12-13S-31E
Chaves County, New Mexico

Dear Mr. Spurck:

I plan to drill a 3,200 ft. Queen®Sand test well bordering your acreage
and it is’"neq@s;smar{y” I obtain a farmout for the above mentioned tract.

I have offered the other lease holders a 1/16 of 7/8 overriding royalty
on all commercial production from this:acreage. Your"_im:fi‘iediate
cooperation on this matter would be most appreciated. I must testify
before the New Mexico Oil Comimission December 19, and your- farm-
out is a requirement to obtain the drilling permit.

The acreage would be unitized and wili receive a pro r‘ata'r‘oyalty.

Thank you for your immediate attention to this matter.

Sincerely,

Cead a NN

Craig Folson
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
April " 25, 1974

- BXAMINER HEARING - |

— o ae am wwm ww ams  eum e oum e s e e e e e s e

IN THE MATTER OF:

Application of Craig Folson for

N M e’ M’ S s S s

a non-standard proration unit and CASE’NO.
compulsory pooling, Chaves County, 5207
New Mexico
BEFORE: Daniel S. Nutter, Examiner
TRANSCRIPT OF HEARING
AcPEARANCES
For the New Mexico 0il William Carr, Esq.

Conservation Commission: . and
Thomas Derryberry, Esq.
Legal Counsel for the
Commission
State Land Office Building
Santa Fe, New Mexico

For the Applicant: W. Thomas Kellahin, Esq.

KELLAHIN & FOX
500 Don Gaspar
Santa Fe, New Mexico

THE NYE REPORTING SERVICE
STATE-WIOE DEPOSITION NOTARIES
" 225 JOHNSON STREET

SANTA FE, NEW MEXICO 87501
TEL. (505) 932-0386
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CRAIG FOLSON
Direct Examination by Mr. Tom Kellahin
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‘Cross Examination

=" EBXHIBITS

—_ e e e e e -

Applicant's Exhibit Ne. 1
Applicant's Exhibits Nos. 2 & 3
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CASE 5207
FOLSON-DIRECT - » | Page..o
| MR. NUTTER: Case 5207 |
MR. CARR: Application of Craig Folson for a
non-standard proration unit and compulsory pooling,

Chaves County, New Mexico.

MR. TOM KELLAHIN: Tom Kellahin of Kellahin
and Fox, appearing on behalf of the Appiicant, Craig Folson.
I have one witness to be sworn.

CRAIG FOLSON

called»as'a witness, having been first. duly sworn, was
examined and testified as follows:

PIRECT TXAMINATION

BY MR. TOM XELLAHIN:
| Q Woﬁld you pléase’étate your‘ﬁame, éddfeés“’WM
~afid your cccupatidn?

A My name is Créig,Folson, 2001 Bryan Tower,
Dallas, Texas; I am an attorney and indeﬁendent oil
Operatbr.

Q Did you previously testify before the 0il
Conservation Commission in an Examiner Hearing in Case
5189 in which Order No. R-4750 was entered?

A Yes, I did.

5 Would you briefly tell me what the nature of

that Apclication was in that casef?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOKNSON STREET
SANTA FE, NEW MEXICO 87501
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CASE 5207

Page......... 1"

FOLSON-DIRECT
A That was a request for an unorthodox well
location in Section 12, Township 13, Range 31 East,
Chaves County, New Mexico.
Q You again-are the Applicdnt in Case 5207,

is that correct?

A Yes, T am.

@ What are you secking in this -Applicaticon?
A A non-standard proration unit in that same area.
@ Please refer to what has been marked as

Applicant's Exhibit No. 1 and identify this please?
What is this?

A This is the proposal that I have outlined in
un@er;aking this.project in seeking a non-standard
proration in an unorthodox lécation.

“R. TOM KELLAHIN: If the Examiner please,
we would like to incorporate for purposes of showing
that the entire non-standard proraﬁion unit is productive
or potentially productive, we would like to incorporate
the exhibits and testimony preséntedvin the previous
case, 5189.

MR. NUTTER: That was the case {rom wWnich
issued the order approving the non-standard location,

is that correct?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. {505) 982- 0386
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FOLSON-DIRECT . | Page..... 5.

MR. TOM KELLAHIN: That is correct.

MR. NUTTER: The record in Case No. 5180
will be incorpé?ated for referencé in this case.
BY MR. TOM KELLAHIN:

Q In supplementing your testimohy in that previous

case, Mr. Folson, would you please refer to Exhibit No. 1

and turn to Page 2 of that exhibit and bfiefly‘sﬂmméfite
for us your estimated drilling costs for that well?
A The estimated drilling cost, incompletion

cost would total in the Qiéinity of $75,000 - $70,000

to $75,000.

Q@ _ Have you obtained the consent of all interest
owners underiying this pérticuiér non-standard proration
unit?

A Yes, I have, with one exception and that ‘is
the owner of the norihwest guarter of the scuthdast guarter
of Section 12, Township 13. I have tried on numerous
occasions’to reach the leaseholder of record and in every
instance, I have received back the mailbl have sent with
return receipt requested stating that -- incorrect
address or —-

Q (Interrupting) W#ho is the intérest owner of

record for that varticular area?

THE NYE REPORTING SERVICE
STATE-WIOE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386
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CASE 5207

FOLSON-DIRECT | Page. 6.

A This is Vada Spurck.
Q What is the last known address that you have

been able to find?

A ‘Hﬂl5ﬂh5 Ventura Boulevard, Suite 5, Sherman Oaks,
California. |

Q | How did you obtain that address?

A From the records that I obtained from the

State of New Mexico as to where the last known address

of this person was.

Q How often did you attempt:to locate this
indiVidu31¥wr# 77 -

A I tried oﬁ three previouSToccasions‘in the
last 18 months.

Q  VWould you please refer now to Page L of
Exhiﬁit 1. Directing your attention to that portion
of Page 4 which refers to ahtibipated opérating costs
and charges for supervising this pafﬁicular well. Where
were those figures obtained and how Wiere they compiled?

A Mr. Paul White of Artesia, New Mexico is an
engineer with Summit Fnergy of Dallas, Texas, and he
provided the figures to me which have been brought up
to date as of the last 30 days.

Q Do you desire to be designated the overator

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOKNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386
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o CASE 5207
FOLSON-DIRECT - | -7
of this well?hﬂ
A No, I would like to designate --
Q (interrupting) Let's do it ancther way.
Who have you‘retained to actually arill the
well for you?

A Cactus Drilling Company of Hobbs and Dallas

will undertake the drilling.

Q But you, in fact, will be the actual operatorr
respdnsible for this particular well? |

A That's iight.

Q And as your expertisé or your experienced
ééent in the field, you have hired Cactus Drilling Company?

A Yes, I have.

Q Referring back now to your cost ¢f supervision,
what do you anticipate to be the monthly cost to be assessed
against the noﬁ;ébhééhting owner here?

A With recent figures, I feel the cost wouid be
rdﬁghly $50 per day és the cost of paying the pumper, the
electrical power bills, chemical, maintenaﬁbe and suvpplies.

Q That is the total-cost of the well, is that
right?

A That is the cost per day of operating the well.
& And the noﬁ—consenting owner represents one-

THE NYE RI;PORTING SERVICE
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CASE 5207

FOLSCN-DIRECT Page....o. G

fourth of the area involved?
A That*s correct.

Q With regrad to the previous testimony in

Case 5189, did you reach an'OpiﬁiOh based upon the exhibits

entered in that case that the area involved would be
reasonably productive of hydrocarbons?

A Yéé.

Q Based upoh that previous testimony, do you
-have any*opihion'withifégard to a>risk factor to be
applied in the drilling of this well?

A I believe a risk factor of‘approximateiy 50
percent would be fair fof all partiesﬂconCernéd.

9 In your opinion,‘Mr. Folson, will approval of
this Application be in the best interest of conservation,
protectiOn of correlative rights and pre#ention of wéste?

| A Yes. |

G Was Exhibit 1 compiled by you?

A Yes, it was.
MDD MARE . UTT T ATTTAI TL LU TPer mrad o mia eV
Iite UL DM RIELING 1I o€ AGHLIIET DiEade,

we move the introduction of Exhibit No. 1.
MR. NUTTER: Exhibit No. 1 will be admitted

in evidence.

MR. TOM KELLAHIN: That concludes our direct

THE NYE REPORTING SERVICE
STATE-#IDE DEPOSITION NOTARIES
225" JOKNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386




GCASE 5207
FOLSON-DIRECT Page....... 1 S

N ) - ’ ~ -
(Whereupon, Applicant's Exhibit Hlo. 1 was

marked for identification, offered and
admitted into evidence,)

CROSS EXAMINATION

BY MR. NUTTER:
Q  Mr. Folson, in this cost estimate you giﬁe
here on Pages 2 énd 3 come to a total of $66,000 and
yet yOu_mehtiQned $75,000 as being yoﬁr estimated cost
of the well.
A Weil, there still is some possible problems
with obtaining production casing. ’That 1s fluqtuatingr

rather wildly and I was just hedging with the fact that

we might §ay a little bit more than Ifanticipated.

Q Now, the nérmal order of the Commission\;equires
S that within 30 days prior to the commencement of thé

~ drilling operations an AFE be submitied to Ehdéé“pérties
who would be pooled under the ovrder. Cf course, if
you send it to this.address, it may come back to you
again, but within 30 days prior to the commencement of
ﬁﬁe drilling operétions, wiil you furﬁish the Commission
and also Vada Spurck of this last known address, a copy
of that AFE? |

A Yes, I will.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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CASE 5207

FOLSON-CROSS | Page... 1O ...

Q And then any non-consenting working interest

‘owner has bhe'riggﬁ within 30 days ﬁo pay their share
and it would have to be a current up—td—date estimate
of the estimated costs.

Now, we get over here to Page 4 and you

mentioned that in your estimate it is going to cost

<
52

50
a day to operatc the well. The normal order of ﬁhe.
‘Commi ssion inupooiing”acréége providés that the operator
'may withhold froém production the actual costs plus a
‘charge for supervision. Now, the chafge for‘supervision‘
is what is normally the combined fixed rate in the COPAS
form for supefvision and overhead. Do you have an
estimate on what your overhead is for the operation of
‘the well?

A I would say $200 a month.

Q Then the $SO‘5 day would be actual charges

which you could substantiate in your day-to-day operation,

you say?
A Yes.
Q Ana you would be able to withhold that from

actual production?
A Yes.

MR. NUTTER: ©Now, did you intend, iir. Kellahin,

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505} 982-0386




Torgot it. T can mail that in.

CASE 5207
. Page........ Il

FOLSON-CROSS

to offer these returned envelopes as evidence‘that you
haven't beénAabie to contact this party?
| MR. KELLAHIN: Yes. We will mark these as
Exhibits 2 and 3 and I will ask that they also be
admitted.
MR. NUTTER: What is the most recent daﬁe on
one of those? .
THE WITNESS: January 8th, I believe.
MR. TOM KELLAHIN: We have January 28th, 197L.
This 6ﬁe-§hbws a postmark of December éth, 1972. 1Is
there a third one?

THE WITNESS: There is, but I inadvertently

BY MR. NUTTER:
Q Is this January 28th of '"7L the most recent
attempt you have made? |
A Yes, it is.
MR. NUTTER: Avpplicant's Exhibits 2 anc¢ 3 will
be admitted in evidence.

(Whereuvon, Anplicant's Exhibits Nos. 2 & 3

offered and

viere marked for identification,

admitted into evidence.

MR. NUTTER: Do you lave anything further,

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
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CASE 5207
Page..... 12 .
O Mr. Kellahin?
. ’ MR. TOM KELLAHIN: No, sir.
e ; : ' MR. NUTTER: ~Does anyone have anything they

wish to offer in Case 5207%

We will take the case under advisement.

THE NYE REPORTING SERVICE
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STATE OF NEW MEXICO

(COUHTY OF SANTA FE

CASE 5207

Page......... 13 ...........

N e e
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I, RICHARD L. NYE, Court Reporter, do hereby certify

‘that the foregoing and attaéhed‘Transcript of Hearing
before the New Mexico 0il Conservation Commission was
;reported by me, and the same is a true and correct record
‘of the said proceedings, to the best.of my knoﬁledge,

'skill and ability.

”D"l‘ DIE‘D!\D'I‘E"D -
LY PSSR VL N YN

\I

T do hereby certify that the foregoing 1s

a compleue recerd’ of the proceedi$éé‘527
the Exaniner hearing-gf; Ca} No oy
heard by ne¢ og..... / w 12/ Y7 .

B B P VRN "?‘.«:r.snaﬂ
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BEFORE THE

NEW MEXICO OIL CONSERVATION COMMIS‘?ION

Santa Fe, New Mexico :

April 10 1974 :

EXAMINER HEARING

""""" T
IN THE MATTER OF: )
e )
Application of Craig Folson for a )

non-standard proration unit and ), Case No. 5207

compulsory pooling, Chaves County, )

New Mexico. )

),

e e e e )

- BEFORE: Richard L. Stamets, Examiner. i
TRANSCRIPT OF HEARING
APPEARANGES

For the New Mexico 0il Thomas Derrybbrry, Esq.
Conservation Commission: Legal Counsel for the
Comm1331on ‘
State Land OIflCE Bldg.
Santa Fe New Mexico
- THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREFT
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386




— | ~ , CASE 5207

MR. STAMETS: We'll call thke next case, Case 5207.
MR. DERRYBERRY: Case 5207. Applicarion of Craig
Folson for a vnon-standard proration unit and compulsory

pooling, Chaves County, New Mexico. This case has been

continued until the next Examiner Hearing on April 25th,
N | ' ﬁ
MR. STAMETS: Case 5207 will be continued until

'April the 25th. —
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STATE OF NEW MEXICO )

)
4
COUNTY OF SANTA FE )

- _ I, ERICHARD L. NYE, Court Reporter, do hereby certify

that the foregoing and attached Transcript of Hearing be-

fore the New Mexico 0il Conservation Commission was reported
by me, and the same is a truc and correct record of the

said pi:oiceedings, to the best of my knowledge, skill and

ability.

RICHARD L, NYE, Cdirt Reporter

't do hereby certify ihat the foregoing is

*q complete rarord of +tha nwanan - I R S
& Xz OIC oI AT PIroJSSuings in

_the Examiner hearing of Case NO.J,?....QZ,.
‘neard by me on.. 4./ €

................... L AT ieenr® Exaniner
¥ew Mexico 011 Conservation C n'nnissibn

THE NYE REPORTING SERVICE
STATE-W/DE DEPOSITION NOTARIES
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bocket No. 11-74

DOCKET: EXAMINER HEARING ~ THURSDAY - APRIL 25, 1974

9 A.M. - 011, CONSERVATION COMMISSION CONFERENCE ROOM
STATE LAND OFFLCE BUILDING - SANTA FE, NIW MEXLCO

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

CASE 5206:

(Continued from the April 10, 1974, Examiner Hedring)

CASE 5209:

Application of Continental 0il Company for downhole commingling, Lea
County, New Mexico. ‘Applicant, in the above-styled cause, seeks
authority to commingle West Warren-Blinebry and East Skaggs-Drinkard
production in the wellbore of its SEMU Burger Well No. 21 located in
Unit O of Section 19, Township 20 South, Range 38 East, Lea County,
New Mexico.

(Continued from the April 10, 1974, _Examiner Hearing)

CASE S52149:

“AAOD LT

CASE 5220:

CASE 5221:

“Ann‘l -lﬂor-lr\n ofiMideasy.

Application of Union 011 Company of California for-a unit agreement,

" Lea County, New Mexico. Applicant, in the above- styled cause, seeks

approval of the Estacado Unit Area comprising 1280 acres, more or less,
of State and fee lands in Township 14 South, Range 35 East, Lea Cocunty,.
New Mexica.

)
)..o
C:
C
"t
't
<
r
2.
r
).

ication: tidwest ‘C1l-Corporation for pool-creation, aiscovery
allowable, ‘and special pool rules, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks the creation of a new oil pool for
Wolfcamp production for its South Empire Deep Unit Well No. 4 located
in Unit G,of Section 32, Township 17 South, Range 29 East, Eddy County,
New Mexico, and ‘for the promulgation ‘of ‘special pool rules ‘therefor,
including a provision for 80—acre spacing. Applicant further seeks. the
assignment ‘of approximately 42 245 barrels of ¢1l1 discovery allowable
to the aforesaild well.

Application of Atlantic Richfleld Company for  an unorthodox gas well
location aiid non-standard proration unit, lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox
location of its McDonald ‘State WN Well No. 24 located 1780 feet from

the North 1ine and 660 feet from the West line of Section 25, Township 22
South, Range 36 East, Jalmat Gas Pool; Lea County, New Mexico, to be
dedicated to a 320-acre non-standard gas proration unit romnriQino the
N/2 of said Section 25. ‘

Application of Black River Corporation for an unorthodox gas well
location and a non-standard proration unit, Eddy County,’ New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox
location of its BR 4 Federal Well No. 3 located 1986 feet from the North
line and 330 feet from the East line of Section 4, Township 26 South,
Range 24 East. undesignated Delaware gas pool, Eddy County, New Mexico,




LExaminer Hearing - Thursday - April 25, 1974 Docket No. 11-74

Y-

(Case 5221 continued from Page l)

CASE 5222:

CASE 5223:

CASV. 5225:.

CASE $226:

gald well having hcen projected as an oll well at a standard location
for Delaware oil welle. Applicant further seeks approval of a 201.34-
acre non-gtandard gds proration unit for said well comprising the NE/4
of sald Section 4. .

Application of Amoco Production Company for a unit agreement, Eddy County,
New Mexico, Applicant, in the above-styled cause, seeks approval of the
Pavo Mesa Unit Area comprising 2,560 acres, more cr less, of State and
Federal lands in Township 16 South, Range 28 East, Eddy County; New
Mexico.

Applicacion of Continental 011 Company for a 320-acre non-standard gas
proration unit,’ simultaneous dedication of acreage, and reinstatement of
cancelled underprodﬂction, Lea County, New Mexico. . Applicant, in the
above-styled cause,’ seeks approval for a 320-acre non~standard gas
“proration unit compiising the N/2 of Section 17, Township 24 South;

Range 37 East, Jalmat Gas Pool, Lea County, New Mexico, to be simultaneously
dedicated to its Jack B=17 Wells Nos. 3 and 4 located 990 feet from the
North and East lines ‘and 990 feet from the North line and 1980 feet from
the West line, respectively, of said Section 17. Applicant further seeks
the reinstatement of the underproduction which was cancelled November 1,
1973, when the aforesaid proration unit was reclassified to marginal status.

Application of Phillips Petroleum Company for a dual completion, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks approval

_for. the dual completion (conventional) of 1ts James "E" Well No. 1 located

in Unit’ G of Section 11, Township 22 South, Range 30 East, Cabin Lake
Field, dey County New Mexico, in such a“manner as to produce gas from
the Strawn and Morrow formations through parallel strings of tubing.

Application of Fluid Power Pump Company, Petro Lewis Corporation, and
Partnership Properéies Company for compulsory pooling, Sandoval County,
New Mexico. Applicants, in the ah0ve—sty1ed L&USC, seek an order
pooling all mineral Interests 1n the Media-Entrada 0ii Pool undeilying
the NW/4 o[iSection,22 Township 19 North, Range 3 West, Sandoval County,
New Mexico, to be dedicated to the Fluid Power Pump‘Company Well No. S
located. in Unit C OE sald Section 22.

Application of Inexco 011 Company for pool creation -and special pool
rules, Eddy County, New Mexico. . Applicant, in the* above-styled cause,
seeks the creation of a'new Morrow.gas pool for its Fasken El Paso
Federal Well No. 1! located in the SW/4 NW/4 of Section 3, Townsaip 21
South, Range 26 Voef Eddy County, New México, and the pronulgatlon of
special pool rules': therefor, including a provision for 64C-acre spacing
units for Sections 7 through 12, Township 21 South, Range 26 East, and
the adoption of 480-acre non-standard spacing units comprising either
the N/2 or S/2 of Sections 1 through 6, Township 21 South, Range 26
East, and Section 7, Township 21 South, Range 27 East.




Examiner llearinf - #hursday ~ April 25, 1974 7 Docket No. 11-74

CASY. 5227:

CASE 5228:

-
e

/'_,

Ve

-3~

Appllcnilon of Morris R. Antwell Tor compulnory pooling, Eddy County,
New Mexlco. Applicant, in the above- -styled cause, sccks an order
pooling all mineral interests in the Pennsylvanian formation under-
lying " I?ts 9 through 16 of Section 4, Townshlp 21 South, Range 26 East,
Eddy- County, New Mexico, to form a standard 320-acre gas proration unit
to be ‘dbdicated to a well to be drilled at a standard location for said
unit. Also to be considered will be the cost of drilling and conpleting
said well and the allocation of such costs, as well as actual operating
costs and charges for supervision. Also to be considered iz the desig-
nation of applicant as operator of the well and a charge for risk
inVOIVed in drilling said well.

Applica{ion of David Fasken for the creation of two pools and ‘a dual
completion, Eddy County, New Mexico. Applicant, in the above-styled

cause, seeks the creation of a Strawn gas.pcol and a Morrow gas-pool for

his E1 gaso 3-Federal Well No. 1 located-2724 feet from the North line 1
and. 2870 feef’ from the East line of Section 3, Township 21 Soucn, Range™ 26

‘Last, Fddy County,'few Mexico. Applicant further seeks approval for the

dual coﬁpletion of said well to produce gas from the Strawn and Morrow
formations through parallel strings of tubing.

(Continued from the April 10, 1974 Examiner Hearing)

‘<:\ CASE_5207:

1 et e

CASE 5208:

Applicabion of Craig Folson for a non—standard prora*ion unit and
compuls&ry pooling, Chaves County, New Mexico. Applicant, in the “above-
styled cause, seeks an order pooling all mineral interests underlying
a non—séandard oil proration unit comprising the SW/4 NE/4 SE/4,

NW/4 SE/4 SE/4, NE/4 SW/4 SE/4, and the SE/4 NW/4 SE/4 of Section 12,
Township 13 South, Range 31 East, Caprock-Queen Pool, Chaves County;
New' Mexi%o, to be dedicated to a well to be drilled at an unorthodox
locatioJ 1340 feet from the South line and 1300 feet from the East
1ine of said Section ‘12, said location having been previously been
approved‘by Order No. R-4750. Also to be considered will be the cost
of drilling and completing said well and the allocation of such costs,
as well as actual operating costs and charges for supervision. Also
to be considered is the designation of applicant as operator of the
wéll and a charge for risk involved in drilling said well.

(Coﬁtihuod from the April 10, 1974, Examiner Hearing)

Application of S. P. Yates for an exception to Order No. R-3221, as
amended,! Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks, as an exception to Order No. R-3221, as amended,
authority to dispose of produced salt water in an unlined surface

pit on its Federal LC 065598 lease in the SW/4 SW/4 of Section 4, and
the NE/&!of Section 5, Township 17 South, Range 30 East, Square Lake
Pool, Eddy County, New Mexico.




I R TRUJILLO

OlL CONSERVATION COMMISSION CHAIRMAN
LAND COMMISSIONZR -
STATE OF NEW MEXICO ALEX J. ARMUIO
8701 STATE GEOLOGIST
. : AI.PORIERJR
June 4, 1974 SECRETARY - DIRECTOR
Re: CASE NO. 5207
Mr. Tom Kellahin . . : '~ ORDER NO. R-4796
Kellahin & Fox - -
Attorneys at Law Applicant:
Post Office Box 1769
Santa Fe, New n.xico " Craig Folson
Dear Sir:

“Enciosed nerew:i.th ‘are two copies of the above-referenced
Commission order recently entered in the subject case.

Very truly yours,

. Z ke, g

A. L. PORTER, Jr.
Secretary-Director

ALP/ir

Copy of order also sent to:

Hobbs OCC x
Artesia 0OCC ®
Aztec OCC )

Other vada Spurck, 15445 Ventura Blvd., Suite 22, Sherman

Oaks Station, Van Nuys, California 91403




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

. IN THE MATTER OF THE HEARING

* CALLED BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5207
Order No. R—4796

APPLICATION OF CRAIG FOLSON FOR
A NON~STANDARD PRORATION UNIT
AND COMPULSORY POOLING, CHAVES
COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on April 25, 1974,

at Santa Fe, New Maxico, before Exaniner Daniel S. Nutter.

NOW, on this day of June, 1974, the Commigsaion, a
quorum being present, ﬁaving considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

g PINDS.

Q) That due public notice having been given as required
by law, the Commiszion has jurisdiction of this cause znd the
subject matter thereof.

{(2) That the applicant, Craig Folson, seeks approval of a
40~acre non-standard oil proration unit comprising the SW/4
NE/4 SE/4, NW/4 SE/4 SE/4, NE{d SW/4 SE/4, and the SE/4 Nv/4
SE/4 of Section 12, Townahip 13 South, Range 31 East, NMPM,
Caprock~Queen Pool, Chaves County, New Mexico.

(3) That the applicant also gseeks an order pooling all
mineral interests underlying the non-standard oil proration unit
! described in Finding (2), above.

i
' (4) That the subject non-standard oil proration unit is to
be dedicated to a well to be drilled at an unorthodox location

PADAN Boma
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1 of said Section 12, said unorthodox location being previocusly

approved by the Commission by Order No. R-4750, dated March 15,
11974,

5 (5) That the entire area comprising the proposed non-
i gtandard oil proration unit may reasonably be presumed productive
of 0il from the Capxrock-Queen Pool.

i (6) That the proposed non-standard proration unit should
i be approved.
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: Order No. R—-4796 .

g (7) That the applicant has the right to drill and proposes
© to drill a well at said unorthodox location.

! (8) That there are- interest owners in the proposed prora- -
tion unit who have not agreed to pool Lheir interestis.

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

: sald unit.

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

(Ql) That any non-consentiag 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.

(12) ‘That any non-consenting working interest owner that
does not pay his share of estimated well costs should have with-
held from production his share of the reasonable well coats plus
an additional 50 percent thereof as a reasonable charge for the
risk: involved in the drilling of the well.

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

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

; (15) That $200 per month should be fixed as a reasonables

. Echarge for supervision (combined fixed rates); that the operator
- : i should be authorized to withhold from production the proportion-
i ate share of such supervision charga attributable to each non-

it oons anting workinsg dnbaraas and in aAAiJ-'KAn harabn tha cpera=
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i tor should be authorized to withhold from production the pro-
;portionate share of actual expenditures required for operating
ﬁ;the subject well, not in excess of what are reasonable, attribut-
i able to each non-consenting working interest.

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

" ownership.
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' CASE NO. 5207

: Order No. R-4796

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

. whAit to commence drilling of the well to which said unit is

- dedicated on or before September 1, 1974, the oxder pooling said
¢ unit should become null and void and of no effect whatsoever.

IT IS THEREFORE ORDERED:

(1) That a 40-acre non-standard oil. proration unit is here-§
by approved, comprising the SW/4 NE/4 SE/4, NW/4 SE/4 SE/4, NE/4
SW/4 SE/4, and the SE/4 NW/4 SE/4 of Section 12, Township 13
South, Range 31 East, NMPM, Caprock-Queen Pool. Chaves County,
New Mexico.

(2) That all mineral interests underlying said non~standaxd
oil proration unit are hereby pooled. ,

(3) That said non-standard oil proration unit shall be
dedicated to a well to be drilled at an unorthodox location 1340

" feet from the South line and 1300 feet from the East line of

said Section 12.

PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the lst day of
September, 1974, and shall thereafter continue the drilling of
gsaid well with due diligence to a depth sufficient to test the
Queen formation;

PROVIDED FURTH&R, that in the event said Operator does not

" commence the drilling of said well on or before the lst day of

September, 1974, Order (1) of this order shall be null and void
and of no effect whatsoever;

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

(4) That Craig Folson is hereby designated the operator

i of the subject well and unit.

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

& 30 days prior to commencing said well, the operator shall furnish
1 the Commission and each known'working interest owner in the sub-
" ject unit an itemized schedulas of estimated well costs.

(6) That within 30 days from the date the schedule of

! estimated well costs is furnished to him, any non-consenting

" working interest owner shall have the right to pay his share

of estimated well costs to the operator in lieu of paying his

: share of reasonable well costs out of production, and that any
: such owner who pays his share of estimated well costs as pro-
‘ vided above shall remain liable for operating costs but shall
‘not be liable for risk charges.
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(7) That the operator shall furnish the Commission and each |
" known working interest owner an itemized schedule of actual well

costs within 90 days following completion of the well; that if
no objection to the actual well costs is received by the Com-
mission and the Commission has not objected within 45 days
following receipt of said schedule, the actual well costs shall
be {the reasonable well costs; provided however, that if there

is an objection to actuil well costs within said 45-day period
the Commission will determine reasonable well costs after public
notice and hearing.

(8) That within 60 days following determination of reason-
able 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.

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

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

(B): As & charge for the risk involved in the
drilling of the well, 50 percent of the pro
rata share of reasonable well costs attribut-
able 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.

(10) That the operator shall distribute said costs and

i charges withheld from production to the parties who advanced

the well costs.

(11) That $200.00 per month is hereby fixed as a reasonable

: charge for supervision (combined fixed rates); that the operator

is hereby authorized to withhold from production the proportion~

I ate share of such supervision charge attributable to each non-

i consenting working interest, and in addition thereto, the opera-
§§tor is hereby authorized to withhold from production the propor-
: tionate share of actual expenditures required for operating such
i well, not in excess of what are reasonable, attributable to each
; non~consenting working interest.

i
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| be withheld from production attributable to royaltY-intereatsQ
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(12) That any unsevered mineral interest shall be considered
a _seven-eighths (7/8) working interest and a one-eighth (1/8) :
royalty interest for the purpose of allocating costs and charges
under the terms of this order.

(13)  That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interests share of production, and no costs or charges shall

» {14) That all proceeds from production from the subject
well which are not disbursed for any reason shall be placed in.
escrow in Chaves County, New Mexico, to be paid to the true owner i
thereof upon demand and proof of ownership; that the operator |
shall notify the Commission of the name and address of said '
escrow agent within 90 days from the date of this ordet.

~(15) That jurisdiction of this‘cause is retained for the
entry of such further orders as the Commission may deem necessary.

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

. R. TRUJILLO, Chairman

‘Zz:x Je ARMIJOi Member
‘ ﬁ Secretar}

A. L. PORTER, JR.,
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' 9 AM. - OIL CONSERVATION COMM!SS]()N,,4C()NI"ERF.NCI-I ROOM,
STATE _LAND OFFICE BUILBING - SANTA TL, NEW MEXICO

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

ALLOWABLE: (1) Consideration of the allowable produntion of gas from seventeen
,ororated pools in Lea, Eddy, Roosevelt, and Chaves Counties,
New Mexico, for Miy, 1974;

G ‘ . (2) Consideration'of the allowable production of gas from five
S CEL EE , . prorated pools in San Juan, Rio Arriba, and Sandoval Counties;
’ New Mexico, for May, 1974.

CASE 5201: Application of Mobil 0il Corporation for compulsory pooling, Eddy

County, New Mexico. Applicant, in the ahove-styled cause, Seeks an

order pooling all mineral interests in the Pennsylvanian formation
; - underlying the S/2: of Section 33, Township 22 South, Range 27 East,
v G S : South Carlsbad Field Eddy County, New Mexico, to form a standard
E 320-acre proration unit to be dedicated to a well to be drilled at a
standard location for sald unit. Also to be ‘considered will be the :
cost of drilling and completing said well and the allocation of such %
costs, as well as actual operating costs and charges for supervision. - '
Also to be considered is the designation of applicant as operator of
the well and a charge for risk involved in drilling said well.

CASE 5202: Application of El Paso Natural Gas Company for special pool rules,
_Eddy County, New Mexico. Applicant, in’ ‘the above—styled cause,‘seeks i
the promulgation of special pool rules for the West Sand Dunes—i :
Morrow Cas Pool in Township 23 South, Range 31 East Eddy County, New
Mexico, including a provision for 640-acre spacing.

- ; CASE 5203: Application of Jake L. Hamon for salt water disposal, Lea County, New
g DR ) Mexico. Applicant, in the above-styled cause, seeks authority to
dispose of produced salt water into the Devonian formation in the

i perforated interval frem 13, 730 feet to 13,320 feet in hie Getty

; ‘ State L-736 Well No. 1 located in Unit D of Sectlon 32, Township 16

g South, Range 36 Fast, East Shoe Bar-Devonian Pool, Lea County,. New
Mexico.

CASE 4790: (Reopened)

- : In ‘the matter of Case Mo. 4790 being reopened pursuant to the provi-
P sions of Order No. R-4370, which ‘order established temporary rules
for the Dublin- “llcnburger Cas Pool, Lea Couniy,; New Hexico, 1nCJ.U(11ng
a provision for 640-acre spacing. All interested parties may appear
and show cause why said pool should not be developed on 320-acre

spacing units.
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CASE 5204: Application of Citiles Service 01 Company for a dual completion,
Eddy County, New Mexlco. Applicant, in the above- -styled cause, secks
approval for the dual completion of its Government T Well No. 1
located in Unit C of Section 14, Township 20 South, Range 28 East,
Russell Field, Eddy County, Naw Mexico, in such a mafrer as to -
. produce gas from the Wolfcamp and Morrow formations ‘through the cabing—A
! o tubing annulus and tubing, respectively.

CASE 5205: Application of Cities Service 0il Company for a dual completion, Eddy .

B : County, New Mexico. Applicant, in the above-styled cause, seeks : s

approval for the dual completion of 1its Paslay "A" Com Well No. 1

‘located in Unit K of Scction 8, Township 22 Sdéuth, Range 27 East,

: Eddy County, New Mexico, to produce gas from ‘ondesignated Strawn and ;

i Morrow gas pools through the casing-tubing annulus and tubing, respec-
: tively.

g&éﬁ 5211: Application of cities Service 0il C0mpany for compulsory pooling,
Eddy County, New ‘Mexico. Appllcant, in the above-styled cause, Seeks
an order pooling all mineral interests in the Pennsylvanian formation
‘underlying the W/2 of Section 8, Tcwnship 22 South, Ridnge 27 East,
South' Carlsbad Field, Eddy’ County, New Mexico, ‘to be dedicated-to its
Paslay Well No.: 1, located in’ Unit K of said Qection 8. Also to ‘be
consldéred will be the cost of drilling and completing said well ‘and
the allocation of such costs, as well as actual operating costs and
charges for supervision. Also to be considered is the designation of
applicant as operator of the well and a charge for risk involved in
drilling said well. ' ‘

G oo Y
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CASE 5212: Application of Citics Service Oil Company for a unit agreement Eddy
County, New Mexico. Applicant, in the above—styled cause, seeks
RS ‘ approval for the Citgo Empire~Abo Unit Area comprising 361 acres,
- ' more or less, of Federal aund State lands 'in Townships 17 and 18 South,
o ‘ : Range 27 East, Empire-Abn Pool, Eddy County, New Mexico.

CASE 5213: Application of Citles Service 011 Company for a piessure maintenance
: ‘ project, Eddy Courity, New Mexico. Applicant in the above-styled
cause; seeks authority to institute a pressure maintenance project on
its Citgo Empire-Abo Unit, Empire—Aho Pool, Eddy (ounry, New Moexlco,
by the injection of gas into the Abo formation through 8 well Lo be
drilled at an unorthodox location 990 feet from the South line and
2635 feet from the East line of Sectifon 35, Townahip 17 South, Range 27
East.  Applicant further seeks the establishment of speclal rules for
sald- pressure maintendnce project including a provision for the opcration
of the project under a net GOR rule and’ rhe cstablishment of a wasn
injéction credit "bank" against which injection credit could be drawn
- ir order to maintain full allowables during such times as fnjectlon

plant shut-downsg, ctc.
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CASEE 5206: . Application of Continental 0il Company for downhole commingling,

' Lea County, New Mexico. Applicant, in the above-styled cause, secks
authority to commingle WeSC‘&arren—Blincbry and East Skaggs-Drinkard

" production in the wellbore of its SEMU Burger Well No. 21 located in
Unit O of Section 19, Township 20 South, Range 38 East, Lea County,
New Mexico.

. CASE 5207: Application of Craig Folson for a non-standard proration unit and
coﬁpulsory pooling, Chaves County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests underlying

a non-standard oil proration unit comprising the SW/4 NE/4 SE/4,

e s r )

NW/& SE/4 SE/4, NE/4& SW/4 SE/& and the SE/4 NW/4 SE/4 of Section 12,
e Iownahip 13 South, Range 31 East, Caprock—Queen Pool, Chaves ‘County,
4 Néw Mexico, to be’ dedicated to a'well to be drilled at an unorthodox
&= locntion 1340 féet from the South line and 1300 feet from the East

3

line of said ‘Section 12, said location having been previously been
app%oved by Order No. R-=4750. ' Also to be considered ‘will be the cost
of drilling and completing said well and the allocation of such costs,
as well as actual operating costs and charges for supervision, Also
to be considered is the designation of applicant as operator of the
well and a charge for risk involved in drilling said well.

i : CASE 5208: Application of S. P. Yates for an exception to Order No. R-3221, as
g ‘ amepded Eddy County, New Mexico. Applicant, in_the above-styled
el o cause, seeks, , as an’ exception to “Order No. R-3221, as amended,
authority to dispose of produced salt water in an unlined surface
pition its Federal LC 065598 lease in the SW/4 SW/4 of Section 4, and
: the! VF/A of Section 5, Township 17 South Range 30 East, Square Lake
. Pool dey County, New Mexic

: CASE 5209: Apbiication of Union 011 Cémpany of California for a unit agreement, Lea
9 County, New Mexico. Applicant, in the above-styled cause, seeks approval
_ of the Estacado Unit Area comprising 1280 acres, more or legs, of State

: andgfee lands in Township 14 South, Range 35 East, Lea County, New
Mexico

CASE 5210: In the matter of the application of theé 011l Conservation ‘Commission on
1ts§own motion for the contraction ‘of ‘the House~Tubb Gas Pool by the
deletion of all of Section 12y Township 20 Southy, Range 38 East,

Lea County, New Mexico, and the creation of the East House-Tubb 01l

xut.u. comprising all of the NW/4 of sam bection i2.

t

CASE 5214: Apptigatiou'of Inexco 0il Company for a unit agreement, Eddy County,
New?Mexico Applicant, in the above—styled cause, seeks approval for
the Robb Spring Unit Area comprising 6402 acres, more or less, of
State, Federal, and fee lands in Townghips 23 and 24 South, Range 25
last Eddy County, New Mexico.

CASE 5215: Applﬂcation of Morris R. Antweil for compulsory pooling, Fddy County,
© New Mexico. Applicant, in the above-styled cause, sccks an order
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-{Case 5215 continued from Page 3)

pooling all minerai interests in the Pennsylvanian formation under-
lying the S/2 of Section 17, Township 22 South, Range 27 East, South
Carlsbad Field, Eddy County, New Mexico, to be dedicated to a well
to be drilled at a standard location for said unit., Also.to be
considered will be the cost of drilling and completing said well

and the allocation of such costs, as well as actual operating

costs and charges for supervision. Also to be considered is the
designation of ‘applicant as operator of the well and a charge for
risk involved in drilling said well.




C. CRAIG FOLSON

ATTORNEY AT LAW

BEFORE EXAMINER NUTTER |

2001 BRYAN TOWER

OIL CONSERVATION COMMISSION DALLAS, TEXAS 75201

$ Ro Z - EXHIBIT NO. l . TELEPHQNE ’
: ' (214) 742-1973

" CASE NO.

S2A0 7 April 20, 1974

‘PROPOSAL TO DRILI
CAPROCK QUEEN PROSPECT
CHAVES COUNTY NEW MEXICO

OBJECTIVE:

Queen Sand Test, productlon records attached For sometime
it has been felt by engineers that in certain waterflood
areas -a parabolic design of oil “banklng" mlght .occur in
good five spot flood prospects. The physical affect of hlgh
center spot withdrawal from four pressure points would set
up very efficient flow systems in the sand body but because
of this very success there could be large deposits of oil

in the areas of pressurization where no withdrawal is
occuring.

Thunderbird 0il of Midland, Texas drilled a well 1% miles
straight east of this‘prospect,:and it has made 40-90 BOPD
since it was drilled in August 1972. They also drilled in
the mlddle of four wells using the same concept as above.
Thunderbird has subsequently drilled three more wells which
are %-1% miles east. They are currently making 20-30 barrels
per day. :

DEPTH:

3,200 feet, or top of Queen Sand, whichever is the lesser.

A atal ¥atle ot § 4
LIVUUALLUNST

Southeast Quarter (NE/4 of SE/4) of Section 12, Township 13
South, Range 31 East, Chaves County, New Mexico. Approval
for unorthodox location has been granted by the 0il Conser-
vation Commission, Santa Fe, New Mexico.




Page 2.-

ACREAGE:

‘Initidlly, a 40 acre communitized unit will be formed by
taking 10 acres from each of the quarter/quarter sections
surroundlng'the location. Agreements have been reached
with surroundlng lease holders whereby additional farmouts
will be granted on a similar basis. This will allow at
least 3 additional wells.

DRILLING AGREEMENT:

‘Cactus Drillihg has acéepted our offer té drill the well to

" casing p01nt for a turn-key bid of $30,000 in return for a
% working 1nterest in the well.

Cactus will :furnish the following:

1. Staked location

2. Build road tc location

3. Purnlsh 85/8 surface plpe and cement

4. Drill to 3,200 feet

5. Provide all mud and water

6. Rig time for ‘Gamma Ray’ Aco oustic Log

- 7. D.S.T. with rig time :

8. 8 hours to P. & A. or rig time to run casing

ESTIMATED DRILLING.COSTS:

TO DRILL AND TEST 3000' QUEEN SAND WELL

Drilling Footage 3000' @ $5.50 $16, 500

Day work Rig _ 2,500
Drllllng Mud and Fluids 1,500
8 5/8" Surface Casing 300' 1,500
Cementing 8 5/8" Surface Pipe : ' 1,150
2 7/8" EUE J558 Test String . g 4,500
Lynés' Open Hole Test Packer 2, 000
.1-8 5/8" Weldon by 6" - 600 Ser

Flange w/2-2" side Outlets 250
Weldlng Sérvices ' 100
Tank Rental and Trucking 800
5 Days Service Unit Time 4,000
pirt Work and Location 2, 000

Lease acquisition, legal fees, travel, geology 4, 250

Sub-Total ~$41, 050
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TO COMPLETE A COMMERCIAL QUEEN SAND WELL

5% casing @ 3000

CementlngVS%" Casing

Perforating 5%" Casing

Wellhead & 5/8 x 5% x 2 7/8

228 Pumping Uhit and Base

25 HP Electric Motor

Control Box

Rods and Pump

Stufflng Box - P. Tee - Polish Rod

2-500 barrel Tanks \

-Plowline and Battery Connectlons

Heater-Treater

Well Service Unit

General Labor ‘ C

FRAC formation with 30 600 gallons total
treatment (Halliburton)

Sub-total

TOTAL COST FOR COMPLETED QUEEN SAND WELL

Drill and Test
Complete

PROPOSAIL:
I propose to sell 8/8 of a 69.54% net lease:
1/8 of 8/8 ORR to State of New Mexico

1/16 of 7/8 ORR to Lease Owner
1/8 of 8/8 to Craig Folson

nine months for a 50 BOPD producer:

50 BOPD ® $10.00 per barrel
Gross Revenue to 70% interest (net)
* Daily Lease Operating Expenses & Taxes

Net Revenue per Day to 70% interest after
Lease Operating Expense, Royalties & Taxes

$9, 000
1,234
1,500
800
6,000
© 800
500
2,000
300
3,000
800
2,000
4,000
500

4,200

$36,634

QLf?TMmH
$305 000

$36,634
$66, 634

Based on a $70,000 well cost, payout should be realized in

$505.00
$353.50
$ 50.00

$303.50
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Reserves for the well should approximate the resurves
experienced in the waterflood area on a well basis.

For example, in Section. 12—T13S -R31E, total oil recovery
has been 2, 488. 035 barrels. Each forty acre tract produced
155,502 barrels of oil.

155,502 barrels @ $10.00 per barrel $1, 570, 570

o Gross Revenue to 70% interest $1,099.399
s **  TLease Operating Costs & Taxes $ 166,775

Net Revenue  to 70% interest ' $ 932,624
The NRI would be 13 to 1

* The $50.00 perday is the cost of paying the pumper, electrical
power bills, chemlcals, malntenance and supplies. Average
monthly operating costs and taxes to pump a well of thls
caliber would run about $1, 500 per month.

* % Experience and data confirm a current per barrel lifting
cost and tax of $1.07 per barrel.; This 155,502 barrels
_times $1.07 over the life of the property would be $166,775.

PARTIéIPATION AGREEMENT :

< A 1/8 working interest (turn-key) in the well will initially
’ cost $6,000 (69.54% leasé). If the well is dry and a
; decision is made to plug and abandon the well, this will be
= ’ the entire cost in the venture. At least 98% of this will
o be deductible as intangible drilling costs and can be
deducted against income for your personal income tax purposes.

If the well is completed as a producer, then a 1/8 working
: 5 interest owner will pay 1/8 of the completion costs. This
o will be approx1mate1y $4,500 but the cost will be based on
5 actual invoices, and it is believed that the costs could be
substantially iess, if no _hu.u.u.u::mb are t:u\_uuut,cx_cd. Thase

costs are capitalized and may be depreciated for tax purposes.

; In figuring a 1/16 interest the cost would he eXéctly one
‘ half of a 1/8 interest, and in figuring a 1/4 interest the
cost would, be exactly double the cost for a 1/8 interest.

OE #2534

Jﬂx Mf»&/ﬂ/
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I intend to drill this|well between May 1 - May 20, 1974,

depending upon rig availability. A contract for this date

has been agreed to by Cactus Drilling Company, Hobbs, New
Mexico. , o

"I am going to, persogaily, purchase 1/8 working interest in
this well in additionf%o contributing théicases which I
have held the past 12-18 months. o

Crﬁde Oil prices are currently $10.20 per barrel in--this
area of New Mexic0‘(36§API). Prices have risen from $6.21
per barrel in November:of 1973.

DRIV ST
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5 BEFORE THE OIL CONSERVATION COMMISSION
P ' OF THE STATE OF NEW MEXICO

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

CASE NO. 5207

Order No. R- ’71 776 |

APPLICATION OF CRAIG FOLSON FOR A
NON-STANDARD PRORATION UNIT AND
,COMPULSORY POOLING, CHAVES COUNTY,
NEW MEXICO.

ORDER O MMISSION

" BY THE COMMISSION:

: This cause came on for hearing at 9 a.m. on  April 25 , 19 74
- at Santa Fe, New Mexico, before Examiner Daniel S. Nutter .
- : N NOW, on this day of May » 1974, the Commission,

‘ a quorum being present, having considered the testimony, the recorxd,
L - T and the recommendations of the Examiner, and being fully advised
- | in the premises,

- | FINDS:
(1) That due public notice having been given as required by

law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Craig Fblsoh, seeks approval of a
fﬂ_ R 40~-acre non-standard oil #EI proration unit comprising the SW/4
NE/4 SE/4, NW/4 SE/4 SE/4, NE/4 SW/4 SE/4, and -the SEA NW/4 SE/4

of Section 12, Township 13 South, Range 31 East, NMPM, Caprock-

Queen Pool, Chaves Cour:‘ty, New Mexico.
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BEFORE THE OIL CONSERVATION COMMISSION -
OF THE STATE OF NEW MEXICO

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

CASE NO. _ 5207
_l/ 7 i
Ordexr No. R~ 7 9&5

APPLICATION OF CRAIG FOLSON ‘FOR A
NON-STANDARD PRORATION UNIT AND

" COMPULSORY POOLING, CHAVES COUNTY,
NEW MEXICO.

ORDER O MMISSION

BY THE COMMISSION:

April 25

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

at Santa Fe, New Mexico, before Examiner Daniel §. Nntter

NOW, on this day of May ¢ 1974, the Commission,

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

FINDS:

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

‘matter thereocf.

(2) That the applicant, Craig Folson, seeks approval of a
40-acre non-standard oil ®WeZ® proration unit comprising the SW/4
NE/4 SE/4, NW/4 SE/4 SE/4, NE/4 SW/4 SE/4, and the SEA NW/4 SE/4
of Section 12, Township 13 South, Range 31 East, NMPM, Caprock-

Queen Pool, Chaves County, New Mexico.

., 19 .74,
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CASE NO. 5207 _
Order No. R~

(3) That the appiicant also seeks ah order pooling all .
mineral interests unée;lying the non-standafd oil proratioglgggiri
in Finding (2), above. |
N (4) ‘That>the subject non-standard oil proratioﬁ unit is to'
be dedicated to a well;to be drilled at ahfunorthddox location
1340‘feet from the South line and 1300 feét from the East line
of said Section 12, said unorthodox location being prevbusly
approved by the Commission by Order No. R-4750, dated Marca 15,
1974. | : n

(5) That the entire area comprising the proposed non-
“standard oil prération ‘unit may feasonably ‘be presumed productive
of oil from the Cépréék—QueenAPodl.. s %

<
u (F) That the applicant has the right to drill and proposes

to drill a well at said unorthodox location.

(3) That there are interest owners in the proposed prora=
tion unit who have not agreed to pool their interests.

(?)‘ That to avoid the drilling ofvuﬁnecessary wells, to
protect correlative rights, and to afford to the owner of each
ihterest in said unit ﬁhe opportunity to fécoVer or receive
without unnecessary expénse his just and fair share of the gas

in said pool, the subject application should be approved by

pooling all mineral interests, wvhatever they may be, within said
unit. k
(@ That the applicant should be designated the operator

of the subject well and unit.

(1p) That any noh-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.




i
i
3
H

EzéE NO. 5207
Order No. R-

(1% That any non-consenting Qorking interest owner that
ddes not pay his share of estimated well costs should have with-
held from production his sharevpf’the reasonable well costs plus
anAadditional 50 percent thereof as a reasonable charge for the
risk involved in the drilling of the well. |

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

(1‘ﬁ’ Thé£'following determination of reasonable wéll costs,
any non-consenting workiné inteérest owner that haS‘pdid his
share of estimaééd costs shéﬁléxpay to the operator any amount
that reasonable well costs exceed estimated well costs and
should receive from the operator any amount that paid estiamted
well coStS”eXCeéd'reaSGnéble”Wéii:C6§Es;

(18} That $200 per month should be fixed as a reasonable
chargé for supervision (combined fixed rates); that the operator
should be authorized to withhold from production the proportiOnate
sha;e‘of such supervision charge attributable to each non“cansentf
ing working interest, and in addition thereto, the operator should
be authorized to withhold from production the éroportionate share
of actual expenditures required for operating the subjéct well,
not in excess of what are reascnable, attrikutable to each non-
consenting working interest,

(1&) That all proceeds from‘production from the subject well

which are not disburséd for any reason should be placed in escrow

to be paid to the true owner thereof upon demand and proof of

ownership,
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CASE NO. 5207
Order No. R-

(1) 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 September 1, 1974, the order pooling said

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

IT IS THEREFORE ORDERED:

(1) That a 40-acre non-standard oil proration unit is hereby

approved, comprising the sW/4 NE/4 SE/4, Nﬁ/4 SE/4 SE/4, NE/4 Sw/4
'SE/4, and the SE/4 NW/4 SE/4 of Section 12, Township 13 South,
Range 31.-East, NMPM,’Capréck~Queen Pool, Chaves County, New MexicoL
‘ (2) That all mineral interests underlyingasaid non-standard
oil proration unit are hereby pooled.

| (3) ~That séid“non-standérd oil prorétion unit shall be
dedicated to a well to be drilled; at an unorthodox location 1340

feet from the South line and 1300 feet from the East line of

8&F1d Section 1z,

PROVIDED HOWEVER, that the operator of said unit shall

commence the.drillinq of said well on or before the 1lst day of
September, 1974, and shall thereafter continue the drilling of

said well with due diligenée‘to a depth sufficient to test the

Queen formation;

PROVIDED FURTHER, that in the event said operator does not

< | commence the drilling of said well on or before the 1st day of

Sentember, 1974, Order (1) of this order chall ke null and veoid

and of no effect whétsoever;

i PROVIDED FURTHER, that should said well not be drilled to
completion, or akandonment, within 120 days after commencement
thereof, said operator shall appear before the Commission and

show cause why Order (1) of this order showld not be rescinded.
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CASE NO. 5207
Order No. R~

;
4& “That Fraig Folson is hereby designated the operator of
the subject welF and/unit.

E;} That ?fter the effective date of this order and within

30 days prior to commencing said well, the operator shall furnish

|
ot b . . s . : L
the Commission and each known working interést owner in the subjec

unit an itemized schedule of estimated well costs.

(li That‘%ithih.30 days from the date the schedule of
estimated well‘posts is furﬁished to him, any non-conSenting
&orking ihteresi owner shall have the right to pay his share
of estimated weil costs to the operator in lleu of paying his
share of reasongle well costs out of productlon, ‘and that any .
such owner who‘éaye his share of estimated well costs as pro-

vided above shall remaln liable for operatlng costs but shall

not be liable fgr rlsk charges.
}

e B
ﬁﬂ That" ‘the~ope

“E“GfNEHEII GEnish the Commission and each

known working 1nterest owner an itemized schedule of actual well
costs within 90l/days following completion of the well; that if
no objection to: the actual well costs is received by the Com-

mission and the Commission has not objected:within 45 days

following receipt of said schedule, the actual well costs shall
[ .
i ;

be the reasonab}e well costs; provided however, that if there

|
is an objection|to actual well costs within said 45-day period

>
the Commigcsion wlll determlne reasonable well costs after public

notice and hear@ng.

Qf) That %iihin 60 days following determination of reason-
able well costsé any non-consenting workiﬁg interest owner that
has paid his sh;re of estimated costs in advance as provided above
shall pay to th% opérator 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 éosts exceed reasonable well costs.
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Order No. R-

C’)’ That the operator is hereby authorized to withhdld the
following costs and charges from production:
(A) The pro rata share of reasonable well costs
attributable to each non—conSentiﬁg workihg
interest owner who has not paid his share of

estimated well costs within 30 days from the

date the schedule of estimated well costs is
furnished to him.
~(B) As a charge for the risk involved in the

‘drilling of the well, 50 percent of the pro rata "

share of reasonable well costs attributable to -

each non-consenting working interest owner who

has not paid his share of estimated well costs

within 30 days from- the date the schedule of

estimated well costs is furnished to him.

() That the operator shall distribute said costs and

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

(§) That $200.00 per month is hereby fixed as a reasonable
o charge for supervision (combined fixed rates); that the operator
| is hereby authorized to withold £rom production the proportionate

i share of such supervision charge attributable to each non-consent-

i ing working interest,; and in addition thersto, the operator is

hereby authorized to withhold from production the proportionate
share of actual expenditures required for operaﬁing such well,

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

consenting working interest.
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i entry of such further orders as the Commission may deem necessary.

. designated.

-6-

Casa No.
Ordar No. R~

(19) That any unsaverad mineral interest shall be considered

a seven~eigh%hs (7/8) working intgrest and a one-eighth (1/8)
royalty interest for the purpose of allocating costs and chaxrges
under the terms of this order.

;(E}) Tha£ any well costs or charges which are to be paid :
out of production shall be withheld only from thé>»¥¢o;:king ..
interests share of production, and no costskor charges shall E

i : : £

be withheld from production attributable to royalty interests. E
(ig) That all proceeds from'production from the subject %

i

wall wnich are not disbqrsed for any reason shall be placed in g
escrow in Chaves County, New Mexico, to be paid to the true ownerg
thefedf'ﬁpoh demand and proof of owneﬁghip;'that the operator %

shall‘notify the Commission of the name and address of said
escrow agent within 90 days from the date of this order.
(13) That jurisdiction of this cause is retained for the

i

DONE at Santa Fe, New Mexico, on the day and year hereinabove

B S L T R WA ANV PSRRI O

R O B AP

N £ e st w0

Y R VPN




