N — NENGR N

A, SN

Loy ,w}«%«ﬁﬁ?@« i

. CASE 741: R. Olsen 0il Company applica-
W_..,.,,.._w Ton for unorthodox gas proration unit,
' “Blinebry Gas Pool (June 21 1954)

SRR O




BEFORE THE

®il Tonservation Commission

SANTA FE, NEW MEXICO

IN THE MATTER OF:

case NOA_T4AnENE) 748554

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURT REPORTERS

RooMs 105, 106, 107 EL CORTEZ BUILDING
TELEPHONE 7-9546
ALBUQUERQUE, NEW MEXICO

Pase¥




BEFORE THE
OIL. CONSERVATION COMMISSION
STATE OF NEW MEXTICO
at
Santa Fe, New Mexico
June 21, 1954,

Afternoon Session,

IN THE MATTER OF:

Application of R. Olsen 0il Company for 160-acre
unorthodox gas proration unit in the Blinebry Gas
Pool: SE/L NW/L, NE/L SW/L, and S/2 SW/L of
Section 25, Township 22 South, Range 37 East,
NMPM, Lea County, New Mexico.

Case 741

Application of R. Olsen 0il Company for 160-acre
unorthodox gas proration unit in the Blinebry Gas
Pool: N/2 NW/L, SW/L NW/L and NW/L SW/L of
Section 25, Township 22 South, Range 37 East, NMPM,
Lea County, New Mexico. '
TRANSCRIPT OF PROCEEDINGS

Case 7L2

Tt et N Ntest” et Vb it e Srrt? i vt W ot

MR, SPURRIER: The meeting will come to order, please. The
case on the docket which we are about to consider is Case 741. I
presume you want to consolidate that with 742?

MR. KELLAHIN: Yes, sir, we would like to consolidate the case
for the purpose of hearing.

Jason Kellahin representing the applicant, R. Olsen. These ar
two applications for unorthodox gas proration units in Blinebry Gas
Pool in Lea County, New Mexico.

741, covering the Southeast quarter of the Northwest quarter,

- quarter
the northeast cuarter and the South half of the Southwes:/of Sectio
2?} and the Case 742 covering the North half of the Northwest ouart
Southwest quarter of the Northwest quarter, and the Northwest quar-
ter of the Southwest quarter]ogection 25, both in Township 22 South
Range 37 Last,.

I weuld like to call a2s a witness, Mr, Frank Barnes,

1)
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FRANK BARNLES

e e - T e et e mma s A

having first been duly sworn, testified as follows:

DIRECT EXAMINATION

By MR. KELLAHIN:

Q Would you state your name, please?

A Frank C. Barnes.

Q Are you representing the R. Olsen 0il Company in connection
with the two cases now before the Commission?

A That is correct.

Q Have you testified before this Commission as an expert in
previous hearings, and had your. -~

A (Interrupting) Yes, sir, I have.

Q (Continuing) -- and had your qualifications accepted?

MR. KELLAHIN: Are the witnessts qualifications acceptable to
the Commission? |

MR, SPURRIER: Yes, sir, to the Commission.

Q Are you familiar with the applications of R. Olsen in
Cases 741 and 7427 A Yes, sir,

Q The first application, 741, is concerned with the acreage
allotted to its Simms No. 1 well, is that correct?

A Yes, sir, thaﬁ is correct, |

Q And 742 is concerned with their acreage allotment to their
Drinkard No. 1 well, is that correct? A That is correct.

Q Mr. Barnes, do you know the circumstances under which those
wells were originally drilled?

A The first well that was drilled was the Drinkard No. 1, and

that was drilled in June of 1948, or completed in June of 1948, and
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it was drilled to fulfill a drilling obligation on a 40~-acre unit,
Q@ What acreage did Olsen have at that time?

A At that time they had the 40 acres in which the Drinkard Na

1 was located, which was Section 25, 22 South, 37 Bast, and they aliso

had 40 acres in the same section, township and range that was off-
setting the Drinkard No. 1.

Q That is the location of their Simms No. 1 well?

A That is correct.

Q How was the Drinkard No. 1 located?

A The Drinkard No. 1 was located in accordance with the spac-
ing and the drilling unit allocation that was in effect at that
particular time, It was a h0-acre location. :

Q@ TJtts location is 250 feet -south of the north line, andl650
feet off the west boundary of Section 25, is that correct?

A That is correct.

Q Would you tell the Commission how that well was completed?

A That well was completed Originaily as a gas well at a total
depth of 5,532 feet,

Q Do fou know where the oil string was set in the well?

A It is set at 5532 feet.

Q What is the elevation of the well?

A The elevation is 3,328 feet.

Q@ Would that, then, make the completion within the vertical a
horizontal limit of the Blinebry Gas Pool as now defined by the
Commission? A Yes, sir, that is correc

Q When was the first delivery of gas from that well?

4 The first delivery of gas from that well was the El Paso

nd

t.

Natural Gas Company, and it was in September of 1948,
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Q Was that orior to the adoption by this Commission of the
orders prorating gas in the Blinebry Gas Pool?

A Yes.

Q Has the well always made its allowable since prorationing?

A Since prorationing it has always made its allowable.

Q Do you know what the allowable is based on at the present
time?

A It is my understanding that the present allowable is based
on 160 acre.

Q Is it not 1207

A It is 120 to that well, but what I meant, the gas unit is
160 acres.

Q Do you know how the Simms No. 1 well happened to be drilled
in its preseﬁt location?

A The Simms No. 1 well was drilled to fulfill an offset drill
ing obligation and offset 40 to the Drunkard No. 1. The company wa
obligated to drill that well following completion of the Drinkard

No. 1.
Q At that time those two 40's was all the acreage that Olsen

01l Company had?
A Yes, sir, that is correct. That is the only acreage they h
and the wells were drilled in good faith, based on the spacing and

the unit allowable at that time.

Q That was prior to the adoption by this Commission of the
160 acre spacing regulation on gas wells?

A That is correct,

Q How was the Simms Well No. 1 completed, Mr. Barnes?

S

ad

A The Simms No. 1 was originally drilled as an oil well, but
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it was not an economically feasible well. T don't know exactly whalt
L~ zone it was completed in, but it was completed at approximately
3500 feet. Later on the well was deenened to a total depth of 5500
feet and completed as a gas well. This well is also within the
limits of the Blinebry Gas Pool, as is the Drinkard.

Q Vhen was the first delivery of gas from that well?

A The first delivery of gas from this well was in May of 1949

and was delivered to El1 Paso Natural Gas Company.

j=)

MR. KELLAHIN: At this time I would like to have the Commissio
.take notice of a memorandum issued by the Commission under signature of RR.
sﬁuﬁpiép,runder date of September 29, 1950 calling attention to the
| fact that the Commission had adopted a 160 acre drilling unit for
gas production, and ihdicating that prorationing would be based on
that 160 acres.

Q Do ypulknow what action R. Olsen took in 1950 in connection

W)

with that?

A They immediately acquired additional acreage so théy could
| fulfill the requirements for additional acreage required in the
unit at that time.

B ' Q I harid you what has been marked as Exhibit 1 and ask you to

state what that shows.

J

A Exhibit 1 is a plat and it shows the location of the Drinkard

No. 1. It shows the location of the Simms No. 1 and it has colored

in the outline of the acreage that is committed to the two wells,

Q That is the acreage that was secured by Olsen following the
memorandum of the Commission in 1950? A Yes, sir, that is correct.

Q I hand you what has been marked as Olsen's Exhibit No. 2 and

ask you to state what that shows,
— Z - —
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A The R. Olsen 0il Compvany Simms No. 1 cost 5131,800. The
reason for the extremely high cost, of course, was, of course, a

dual completion. The Drinkard No. 1 cost 380,591, If they

were to drill a third well in the area which would allow them to
recetve the same gés allocation as they would with the two, it
wouldn't be economically feasible to drill a third well.

Q Do you know whether El Paso Natural before prorationing,
took gas from the two wells on the basis of 160 acres allocated to
each well?

A It is my understanding that is correct.

MR. KELLAHIN: I believe that completes our presentation,

MR. SPURRIER: Does anyone have a qﬁestion of the witness?

If not, the witness may be excused.
B (Witness excused.,)

MR. SELINGER: Mr. Spurrier, Skelly offsets the first well

mentioned to the. west, While we don't like the practice of having

two wells on the same governmental quarter section, and no wells on
the south governmental quarter section, we realize that these are
wells already drilled and that the denial of this application would
result in a drilling of a well which we agree is an unnecessary wel

Therefore, for that reason, we have no objections.

We will take the case under advis

MR. SPURRIER: Anyone else?

CERTIFICATE
I, ADA DEARNLEY, Court Reporter, do hereby certify that the
foregoing and attached transerint of proceedings in the matter of
Case No.s 741 and 742 were taken by me on June 16, 1954, that the
same is a true and correct record to the best of my knowledge, skil

and ability. ;

ement,

Revorter ijf‘\\
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BEFORE THE
OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO
at
Santa Fe, New Mexico
June 21. 195’#0

Afternoon Session,

IN THE MATTER OF:

unorthodox gas proration unit in the Blinebry Gas Case 741
Pool: SE/4 NW/L, NE/L SW/4, and S/2 SW/k of"
Section 25, Township 22 South, Range 37 East,

NMPM, Lea County, New Mexico.

Application of R. Olsen 0il Compan; for 160-acre

Application of R. Olsen 0il Company for 160-acre
unorthodox gas proration unit in the Blinebry Gas
Pool: N/2-NW/k, SW/4 NW/4 and NW/4L SW/L of
Section 25, Tow~=chip 22 South, Range 37 East, NMPM,

Lea County, New Mexico. ,
TRANSCRIPT OF PROCEEDINGS

Case 'Th2

MR, SPURRIER: The meeting will come to order, please. The
case on the docket which we are about to consider is Case 941. I

presume you want to consolidate that with 742%

MR. KELLAHIN: Yes, sir, we would like to consolidate the cases

for the purpose of hearing,

Jason Kellahin representing the applicant; R. Olsen, These ar
two applications for unorthodox gas proration units in Blinebry Gas
Pool in lea County; New Mexico.

741, covering the Southeast gquarter of the Northwest quarter,

quarter

the northeast quarter and the South half of the Southwest/of Sectio
25, and the Case 742 covering the North half of the Northwest quart

Southwest quarter of the Northwest quarter, and the Northwést quar-

of
ter of the Southwest quarter/ Section 25, both in Township 22 South

Range 37 East,

I would like to call as a witness, Mr, Frank Barnes.,
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By MR. KELLAHIN:

Q Are you

previ
A

Q (Cont

Cases Tkl and

allotted to it
A Yes,

prinkard No.

wells we

A The

|
that was drilled

| - L__

—

having first been duly sw

Q Would you state your name,

A Frank C. Barnes.

with the two cases n
A That 1is correct.
Q Have you testified b

ous hearings, and had your --

(Interrupting)
inuing) -- and had your qua

MR. KELLAHIN:

the Commission?
MR. SPURRIER: Yes,
Q Are you familiar with ¢

Q The first application

Q And 7,2 is concern

Q Mr. Barnes,
re originally drilled?

— um- ————.—-—.:

orn, testified as follows:

DIRECT EXAMINATION

please?

presenting the R. Olsen 0il Company in connection

ow before the Commission?

re

efore this Commission ag an expert in

Yes, sir, I have.
1ifications accepted?

Are the witness's qualifications acceptable to

sir, to the Commission.

he applications of R. Olsen 1n

A Yes, sir.

7427
oncerned with the acreage

; 7h1; is ¢

g Simms No. 1 well, is that correct?

sir, that is correct.
ed with their acreage allo
A That is correct.

ich thosd

tment to their

1 well, is that correct?

do you know the circumstances under wh

d was the Drinkard No. 1, and

eted in June of 1948, and

first well that was drille
in June of 1948, or compl
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it was drilled to fulfill a drilling obligation on a hO-ac;e unit.
Q What acreage did Olsen have at that time?

A At that time they had the 40 acres in which the Drinkard Na.
1 vas located; which was Section 25, 22 South, 37 East; and they als
had 40 acres in the same section;‘township and range that was off-
setting the Drinkard No. 1.

Q That is the location of their Simms No., 1 well?

A That is correct,
Q How was the Drinkard No. 1 located?
A The Drinkard No. 1 was located in accordance with the spac-

ing and the drilling unit allocation that was in effect at that

particular time, It was a LO-acre lécation.
Q 1It's location is 350 feet south of the north line, and1650

feet off the west boundary of Seption.25, is that correct?

A That is correct.
Q Would you tell the Commission how that well was completed?

A That well was completed originally as a gas well at a total

depth of 5,532 feet.
Do you know where the oil string was set in the well?

It is set at 5532 feet,
What 1s the elevation of the well?

> O > O

The elevation is 3,328 feet.
Q Would that, then, make the completion within the vertical 3

horizontal limit of the Blinebry Gas Pool as now defined by the
Commission?
Q When was the first delivery of gas from that well?
A  The first delivery Of gas from that well was the El Paso

o}

nd

A Yes, sir, that is correct.

ADA DEARNLEY & ASSOCIATES
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Q Was that prior<£o the éﬁbption by this Commission of the
orders prorating gas in the Blinebry Gas Pool?

A Yes.

Q Has the well always made its allowable since prorationing?

A Since prorationing it has always made its allowable,

Q Do you know what the allowable is based on at the present
time?

A It is my understanding that the present allowable 1s based
on 160 acre,

Q Is it not 1207

A It 4s 120 to that well, but what I meant; the gas unit is

160 acres,

Q Do you know how the Simms No. 1 well happened to be drilled

in it,s present location?

A The Simms No. 1 well was drilled to fulfill an offset drill-
ing obligation and offset 4O to the Drunkard No. 1. The company was

obligated to drill that well following completion of the Drinkard
No. 1.,

Q At that time those two LO's was all the acreage that Olsen
011 Company had?

A  Yes, sir, that is correct. That is the only acreage they Hhad

and the wells were drilled in good faith, based on the spacing and
the unit allowable at that time,

Q That was prior to the adoption by this Commission of the
160 acre spacing regulation on gas wells?

A  That 1is correct.

Q How was the Simms Well HNo. 1 completed; Mr. Barnes?

A The Simms No, 1 was originally drilled as an oil well, but
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it was not an economically feasible well, I dontt know exactly‘what‘

zone it was completed in, but it was completed at approximately -
3500 feet. Later on the well was deepened to a total depth of 5500
feet and completed as a gas well, This well is also within the
limits of the Blinebry Gas Pool, as is the Drinkard.

Q When was the first delivery of gas from that well?

A The first delivery of gas from this well was in May of 1949

and was delivered to El Pasd Natural Gas Company.

MR. KELLAHIN: At this time I would 1like to have the Commissijn .
eof RR

take notice of a memorandum issued by the Commission under signatu
Spurrier, under date of September 29; 1950 calling attention to the
fact that the Commission had adopted a 160 acre drilling unit for
gas production; and indicating that prorationing would be based on
that 160 acres., ‘

Q Do you know what action R, Olsen took in 1950 in connection
with that?

A Théy immediately acquired additional acreage so they could
fulfill the requirements for additional acreage required in the
unit at that time,

Q I hand you what has been marked as Exhibit 1 and ask you to
state what that shows.

A Exhibit 1 is a plat and it shows the location of the Drinka
No. 1. It shows the location of the Simms No. 1 and it has colored
in the outline of the acreage that is committed to the two wells.

Q That is the acreage that was secured by Olsen following the

memorandum of the Commission in 19507 A Yes, sir, that is correc

Q I haid you what has been marked as Olsen?s Exhibit No. 2 an

rd

ask you to state what that shows.
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A That is a similar plaéngghg smaller §cale. It shows the
wells that have been drilled in/general area, and it shows the
acreage; the proposed acreage to be committed to these wells at thT
present time.

Q Doeg it show the other wells producing from the Blinebry z?

A Yes, it shows ths other Blinebry wells in the area. They
are colored in green, As a matter of fact; they are colored in on
both maps.

Q Do you know whether Olsen 01l Company secured communitizati
agreements covering the areas in the two units?

A It is my understanding that they did,

MR. KELLAHIN: At this time we would like to offer in evidencd
Exhibits No. 1 and 2 and also Exhibit No. 3 and 4. Exhibit No. 3

being a unitization agreement covering the acreage for which a pfo-

ration unit is sought in Case 741, and Exhibit 4 being a communitiza-

tion agreement covering the acreage for which a proration unit is
sought in 742, As to Exhibits 3 and 4, we would like to withdraw t
and file photostatic copiss. |

(Marked Olsents Exhibits Nos, 1,
2, 3 and 4 for identification,)

MR, SPURRIER: 1Is there objection? Without oljection, they
will be admitted and you may substitute copies for Exhibits 3 and 4
Q Based on your experience lun gas production business; do you
consider it would ve economical to dirill another well on the acreag
covered by these two applications? .
A In view of the cost of drilling the two original wells,whic
was substantial, |

Q Do you have the cost figures?

ne?

on

hem

-
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A The R. Olsen Oil Company Simms No., 1 cost $I§IfEGOI“ The

reason for the extremely high cost; of course, was; of course; a
dual completion, The Drinkard No. 1 cost $80,591. If they

werse to drill a third well in the area which would allow them to
receive the samo gas allocation as they would with the two; 1t
wouldn't be economically feasible to drill a third well. '

Q Do you know whether El Paso Natural before prorationing,
took gas from the two wells on the basis of 160 acres allocated to
each well?

A It is my understanding that is correct,

MR, KELLAHIN: I believe that completes our presentation.

MR, SPURRIER: Does anyone have a question of the witness?

If not, the witness may be excused. S
(Witness excused,)

MR. SELINGER: Mr. Spurrier; Skelly offsets the first well
mentioned to the west, While we don't like the practice of having
two wells on the same governmental quarter section; and no wells on
the south governmental quarter section; we realire that these are
wells already qrilled and that the denial of this application would
result in a drilling of a well which we agree is an unnecessary wel
Therefore; for that reason; we have no obJjections. J

MR, SPURRIER: Anyone else? We will take the case under advis

CERTIFICATE

- e e e wmE Gw SES s S wam

1, ADA DEARNLEY, Court Reporter, do hereby certify that the
foregoing and attached transcript of proceedings in the matter of
Case No.s8 741 and 742 were taken by me on June 16, 1954,;: that the
same is a true and correct record to the best of my knowledge, skil

1.

ement

and ability.
l:ZQsz/ «EELAL44¢£Q4£
/

Reporter
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.,
OIL CONSFRVATION COMMISSION /!

STATF OF NEW MEXICO
SANTA FE, NEW MEXICO

Res IN THE MATTER OF APPLICATION
OF R, OLSEN OIL COMPANY FOR AN
UNORTHODOX GAS UNIT EMBRACING
160 CONTIGUOUS ACRES IN THE
BLINEBRY QGAS POOL, LEA COUNTY,
NEW MFXICO.

Gentlemens

Comes now the R. OLSEN OIL COMPANY hereby petitioning
the New Mexico 0i)l Conservation Commission for approval of
an wnorthodox gas proration unit lying vwholly within ;gg
1limits of the nebry Gas Pool, namely SE/4 RW/4, NE/L SW/4
and the 8/2 SW/h of Section 25, Township 22 South, Range
37 Fasty, N. M. P. M., Lea County, New Mexico, and in support
thereof does statet

1, That the petitioner is the owner of all oil and gas e
leases on the 320 acres confined by the bommdaries of the = .//
W/2 of Section 25, Township 22 South, Range 37 Fast, N.M.PM. D /f

F 7
2+ That the petitioner's Sims Well No, 1, is located
1980 feet South of the North and 1980 feet Fast of West

boundary of the section, and is completed within the vertical
limits of the Blinebry Gas Peol az defined by the New Mexico

011 Conservation Commission,

3. That the royalty owners of the 160 acre unorthodox
unit herein applied for are not the same as the owners of
thetioyalty of the remaining 160 acres in the W/2 of subject
seoction,

4k, That the petitioner's lease is capable of producing
by virtue of its past produetion and the fact it is offset
by gas wells producing gas from the Blinebry Pool.

5« That a plat showing the above deseribed lands and
all offset properties indiecating well locations and lease
ownership to the best of our knowledge is hereto attached,

Wherefore, the petitioner requests that in the interest of
conservation and protection of correlative rights, theCome
mission grant an exemption to Rule 7 (a) of order R-372-A
as provided therein, by which the petitioner may operate the
above deseribed lands as a single unit.

Respectfuvlly submitted,
R, OLSTN OIL COMPANY
LﬁjiéiéhAJ//( 9/¢b¢n4»¢*;t;k9

AARON CUMMINGS
Gas Fngineer




OF THE STATH OF i XXTCO

IV THE MATTER OF THw FPRARING

CALTED BY THE OIL 2QUS:S-VATION
COMMISSINN OF THE STATS OF NEW MwXICO
POR THE PURPOSE OF COUSIDHRTING:

CASE HO. 74).
THE APPLICATION OF R. OLSFH OIL COMPANY ORDER 17, R=504
FOR AN ORDER GRANTING AFPROVAL CF Al

EXCEPTICH PURSUANT TC RUIE 7(A) OF CRDER

NO. R-372-A IN ESTABLISHMENT OF AN Un-

ORTHODOX GAS PRORATTON UNIT OF 160 COii-

TIGUOUS ACRES CONSISTING OF SE/4 MW/4,

NR/4 SW/4 AND S/2 Sd/4 OF SECTION 25,

TOJNSHIP 22 SOUTH, RANGE 37 FAST, NP,

T THE BLINEBRY GAS POOL.

BY THE CORIISSTON:

This cause came on for hearing at 9 ofclock a.m. on June 21, 1954,
at Santa Fe, New lMexico, before the Oil Conservation Commission, hereinafter
referred to as the "Comrission."

2
NCW, on this /CJZ day of Avgust, 1954, the Comnission, a
quorum being present, having considered the records and testimony adaduced,
and being fully advised in the premises,

FINDS:

(1) That due notice of the time and »lace of hearing and the purpose
thereof having been given as required by law, the Commission has Jurisdiction
of this caze and the subject matter thereof.

(2) That pursuant to provisions of Rule 7(a) of Order No. R-372-7
the Commission has power and authority to permit the formation of a gas pro-
ration unit consisting of other than a legal quarter section after notice
and hearing by the Commission.

(3) That applicant, R. Olsen O0il Company, is the owner of an oil and
gas lease in Lea County, New liexico, the land consisting of other than a
legal quarter section, and described as follows:

Township 22 South, Range 37 East, M
SE/L W/L, WE/& Si/4, S]2 Si/k
of Sectiorn 25

containing 160 acres, more or less.

(4) That g plicant, R. Olsen Cil Company, has a producing well on
the aforesaid lease known as Sims Hos 1, located 1980 feet irom the north
line and 1980 feet from the west line of Section 25, Township 22 South,
Range 27 East.

(5) That the aforesaic well was completed and in production prisr to
Jdanvary 1, 1954, the effective date of Order lo. R~372-4, 2rd is located
I within the limits of the pool heretofore delineated and desiznated as the
. Blinebry Gzs Pool.

: (6) That it is impractical to pool applicani's s2icd lease with
1 adjoining acreage in the ¥/2 of Section 25, Township 22 South, Range 37
* East.
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(7) That wnless a prorvation vnit consisting of applicantts aforesaid
acrcage 1s pernittnd, applicant will be deprived of the opportunity to re-
cover its just and equitable share of the natural gas in the Blinebry Gas
Fool.

(8) That creation of a proration wnit congisting of the aforesaid
acreage will not cause bub will prevent waste, will protect correlative
rights, and is necessary to prevent confiscation of applicant's property.

IT IS THERSFORE ORDERED:

(1) That the application of K. Olsen 0il Company for approval
of an wunorthodox proration unit consisting of the following described acreages

Township 22 South, Range 37 East, NMPH
SE/4 NW/4, NE/4 SH/&, S/2 SW/4 of
Section 25

bs, and the same hereby is approved, and & proration unit consisting of the
aforesaid acreage is hereby created.

(2) That applicant!s well, Sims No. 1, located in the SE/4 NW/L
of Section 25, Tomship 22 South, Range 37 East, NMPM, shall be granted an
allowable from January 1, 1954, in the proportion that the above-described
l60-acre unit bears to the standard or orthodox proration unit for said pool,
all until further order of the Commission.

DE at Santa Fe, New Mexico, on the day and year hereinabowve
designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

e

Edwin L. Mechem, Chairman

* Vs Xy

WP .
W. B. Macey, MemBer and Secretary
SEAL
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0il Conservation Commission
State: of New Mexico
Santa Fe, New Mexico

Gentlemen:
Re: Applications of R. Olsen Qil Company

for Unorthodox Gas Units, Blinebry Gas
Pool, Lea Co., New Mexico in

Case No. Tkl and

Case No. Th2

Enclosed please find Protest and Objection of The Ohio 0il Company
in 8 counterparts, together with an extra copy of this letter. Please
file a copy of the Protest and a copy of the letter in each of the above

numbered cases.

I alsoc respectfully request that our Protest and Objection be made
a part of the record in each numbered case.

I am today mailing by regular mail copies of this letter and Protest
to the parties indicated on the letter, such parties being all of the
operators adjoining the Ohio-Phillips 80-acre unit embracing the E/2 of the
SW/4, Sec. 24, T225, R3TE, Lea County, New Mexico.

Please aéknowledge receipt of the Protest and advise me the date
same is filed and that it has been made a part of the record in each case,

Very truly yours,

<-
\
WHE/1 W, H, EVERETT
encls ..
REGISTERED: RETURN RECEIPT
REQUESTED .
Copies.téz

Gulf 0il Corporation

P.0. Box 1290
Port Worth, Texas
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Mr. B,H, Foster
¢/o Phillips Petroleum Company
Amarillo, Texas

Mr. E.H. Foster
c/o LaFonda Hotel
Santa Fe, New Mexico

R. Olsen Oil Company
P.O. Box 625
Jal New Mexico

Mr. Jason W. Kellahin
Attorney-at-Lav
Santa Fe, New Mexico
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OIL CONSERVATION COMMISSION

STATE OF NEW MEXICQ
Santa Fe, New Mexico

IN THE MATTER OF

APPLICATIONS OF R. OLSEN OIL COMPANY

FOR UNORTHODOX GAS UNIT EMBRACING 160 Case No. Thl
CONTIGUOUS ACRES IN THE BLINEBRY GAS Case No. Th2
POOL, LEA COUNTY, NEW MEXICO

PROTEST AND OBJECTION OF THE OHIO OIL COMPANY

Now comes The Ohio Oil Company (hereinafter called OHIO) and moves
that Cases Nos. T4l and T42 be consolidated, and hereby protests and objects

to the approval of the unorthodox gas proration units applied for in the above

‘numbered cases by R. Olsen 0il Company (hereinafter called OLSEN), and states:

1.

That Chio and Phillips Petroleum Company (hereinafter called PHILLIPS)
are the owners of an 0il and gas lease covering the East 1/2 of the Southwest
1/4 of Section 24, Township 22 South, Range 37 East, which adjoins and is con-
tiguous to the East 1/2 of the Northwest 1/4 of Section 25, Township 22 South,
Range 37 East, embraced with other lands :n Applications Nos. Thl and 7k2, for
all of which said Olsen makes application for unorthodex gas proration units in

said cases,.

2.

That Ohio is the Operator of the Ohio-Phillips lease, and that here-
tofore by order dated April 16, 1954 an unorthodox gas proration.unit was
esteriished by this Commission as to the 80 acres embraced in the Ohio-Phillips
lease, all as appears in Case No. 654 (Order R-446), herein referred to for

all purposes.

That the wells referred to in Cases Nos. Til and 742 are located on
the East 1/2 of the Northwest 1/4 of said Section 25, being the 80 acre tract
ad joining the Chio-Phillips unorthodox gas proration unit to the south, all as

shown by the plats attached to Olsen's applications herein.
-1~
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That, as shown by the New Mexico 0il and Gas Engineering Committee
Report for the month of April, 1954, Applicant Olsen is apparently assigning
and now claiming a 120 acre allowable for its Drinkard Well No. 1, referred to
at page 4 in the Report, and located as described in its Application in Case
No. Th2; and that Applicant Olsen is apparently assigning and now claiming a 4O
acre allowable for its Sims Well No. 1, referred td at page 4 in the Report, and
located as described in its Application in Case No. Thl. In effect, Applicant
is now unjustly receiving the equivalent of a 160 acre allowable for the two wells
which are located on the 80 acres immediately south of the Ohio-Phillips un-
orthodox unit above described. The allowable as set forth in said Committee Re-
port for April, 1954, for the Drinkard well is 7113 m.c.f., and for the Sims well
is 2371 m.c.f., or a total of 9&8& m.c.f. as compared with an allowable of 4742
m.é.f. for the Ohio-Phillips J.L. Muncy Well No. 3, located on said unorthodox

unit.

That under the present proration, the alldwable for Olsen's 80 acres
is twice that for the Ohio-Phillips 80 acres adjoining to the north; that re-
gardless of Olsen's applications, the allowables for Olsen's 80 acres on which the
Drinkard and Sims wells are located should not be more than the sllowable for the

Ohio-Phillips well No. 3, on said unorthodox unit.
6.

That the granting of the applications in Cases Nos. T4l and 742 is not
in the interest of conservation and would not protect correlative rights, but
would legalize and sanction the manifestly unfair withdrawals of gas in disregard
of the correlative rights of Ohio and Phillips and should, therefore, be in all
things denied.

WHEREFORE, The Ohio Oil Company asks that Cases Nos. Tkl and T42 be con-
solidated, and protests and objects to the granting of said applications in Cases
Nos. 741 and Th2, and requests that the Commission, in the interest of conserva-

tion and the protection of correlative rights, in all things deny said applica-

tions of Olsen in said cases, and respectfully requests that an order be entered
-2-
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fixing the same total allowable for the Ohio-Phillips well on said 80 acre unit
as for the two wells on the Olsen 80 acre tract described as the East 1/2 of the

Northwest 1/4 of Section 25, Township 22 South, Range 37 East.

Respectfully submitted,

THE OHIO OIL COMPANY,

By ‘z,/(i/// 4

Attorney
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\ ) ¢ . / R. OLSEN, PresioenT

BAN/XADMAL 1 EXTRY 1 BIANY.
Box 625, Jal, New Mexico

May 28, 195%

Mr. R, R, Spurrier, Secretary & Director
New Mexico 0i1 Conservation Commission
P. 0. Box 871

Sante Fe, New Mexico

Dear Sir:

Attached are applications for approval of two unorthodox
gas proration units embracing 160 acres, each in the Blinebry
gas pool, Both units are in the W/2 of Section 25, Township -
22 South, Range 37 Fast. Under existing gas prora%ioning :
rules, Sims Well No, 1 is granted a 40 acre allowable out of
160 acre lease, and Drinkard Well ¥o. 1 is granted an allow-
able based on 120 acres of 160 acre lease. Both wells are
producing on adjoining 40 acre tracts from the same pay zone,
Since royalty ownership under the two 160 acre leases 1is
different, royalty owners of Sims Well No.l receive only 1/3
the income that royalty owners of Drinkard Well No. 1 receive,

Due to this unfavorable condition, and because an inequity
exists, the R, Olsen 0il Company respectfully requests the
New Mexico 011 Conservation Commission to grant a special
hearing for this case. In order to protect correlative rights
and to grant interested royalty owners their just and equit-
able share of revenue from the subject property, it is also
requested the commission grant an order approving the two

unorthordox gas proration units.
Respectfully submitted,
R. OLSEN OIL COMPANY

B Coirrings

AARON CUMMINGS
Gas Engineer

AC/mn

/YALLY [ APOY / XBYEK/ 2



UNITIZING AGREEMENT

WHEREAS, the undersigned, hereinafter called Rayalty Owmers, are
the owners of undivided mineral jinterests in and under the following described
land, to-wita

The Southeazt Quarter of the Northwest

Quarter (SR/L Wi/L) of Seetion 25, Town~

ship 22 South, Range 37 East, Lea County,

New Mexico, eontaining 4O acres, more or

leas,
said tract being subject:to oil and gas lease now on record in Lea County, New
Mexico; And,

WHEREAS, the undersigned are the owners of undivided mireral inter-

ests in and under the following deseribed land, to-wit:

The East Half of the Southwest Quarter

(EB/2 sW/i) and the Southwest Quarter of

the Southwest Quarter (SW/L SW/4) of

Section 25, Township 22 South, Range 37

East, Lea County, New Mexico, containing

120 acres, more or less,
said tract being subject to 0il and gas lease now on record in Lea County, New
Maxico.

NOW, THERAPORE, for s waluuble consideration, the receipt of whish

s hereby coknowledged, and in order to zexnmpiish the conservaticn of gas and

> mevent economic wuste In the full ricover; thereof, the underszigned agree

“aat Lhe above deseéribed tracts and'the oi) and gas leases theroon, above referr-
¢d %o, insofer as the gas and gas rights tisrein and thereunder ire concerned,
and insofar as the Blinebry Pay, which is approximately betw;m 5.0) feet to 3600
feet, nore or less, and all of the several interests of the Royalty Owners in
and to the gzas anc gas rights in, to and under the ssid lands are hereby consoli-
dated, pooled, and unitized for the purpose of eonfining the development of said
traets to the drilling of one gas well to the Blinabry seetion, above referred to,

ir order to obtain the maximum allowable allocated to a3 160 aere drilling unit,

RECEVED
SEP 13 19%)
JAL OFFICE

LI b_‘,' RENEW
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All roysltice semvwing from said ahove dessrind properties, with
respect to the gas and gas righte in end wnder aferessid mitised tvests, shall
be treated as an cutirety end paid to the Reyalty Owmere as A\heir fnterests
shall bear, and in proporticn that each Rayslty Owmer's interest im the mimerels
under said trasts bears to the entire minerul interest wnder the wmtiised trasts,
above dessribed,

Exoept as herein modified, the terms and proviaions of the oil and
£as leases, above reforred to, shall be and resain in full forse and effest,
nd this agreement shall apply to all extensione and renewvals of said oil and
ras leases, it being spscifically provided that this agreement shall operate on
The Blinebry pay alone, as aforesaid, and #hall not relieve the icum of any
sovenants, express or impnlied, conearning any ;)thcr pays under the aforesald
initised tracts,

It is Jurther agreed and understood that the K. Olsen 0il Company
shall pay to the Royalty Owmers, in addi‘: » to the regular 1/6th royalty, an

o// 8va legres
1/16th override of, gas recowred from the Rlizwkp-pap-eune},described in this
agreement.

The terms, covenants and provisiens hereof shall extead to and be
binding upon the parties hcx;cto, their heirs, sucesssors and assigns.

EXECUTED this_¥74  day of June » 1952,

Amanda E. 3ims

George W, Bias
Royalty Owners®

R. OL3 ANY

NI o= L@gﬁ&d

.- Presldent

e




Ny Gamission Bxpires;

STATE OF NN MEXI0O ;
COUNTY OF LEA

: u%_’é‘_«rot %“ s 1982, befors me per-
oom.llyuppundm&mmd E W, sDus, tolohnomtobo!hom-

Sons desorisbed in amd whe executed the foregoing instrament, and ssimowledged
thqmuut-dthel.outhdrtr«utmdd«cd.

nmmr.x'nmmmzoanwwmanmw
om.mmmmuymlmmmtun

W Oamisaton Brpires; W
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STATE OF OKLALOMA )

) ss,
COUNTY OF OKLAHOMA )

On this @ﬂ day of Ja Ve » 1952, before me
personally appeared R, OLSXN, to me known who, being first duly sworn, did
83y thast he is the President of the R. Olsen 011 Company and that the peal

affixed to the said instrument is the corporate geal of said corpontion and
that said instrweent was signed and sealed in behslf of the ssaid corpontion
by asthority of its Board of Direstors and said R. Olsen acknowledged the said
instrvment to be the free act and deed of said eorporation.

mmwhmdandorﬁohlmlt&ndqmdymhnubm
writiem.
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NOTICE OF PUBLICATION
STATE OF NIW MEXICO
011, COMSERVATICR GOMHMISSION
SANTA FE - NEM MEXICO

¢

of New Mexico by its Oil Comserwation Commission hereby gives
tioe parsuant €0 Jaw and the Rules and Regulations of said Commission

g
o

promulgated thereunder of the following public bearings %0 be held at 9
o'clock a.m. on June 21, 1954, at Mabry Hall, State Capitol, Santa Pe,
Kow Mexioo.
STATE OF NEM MEXICO TOt

A1l named parties and

having any right, titls, imterest

or claim in the following cases,

and notics %o the publis.
CASE 7411

Applicamt, in the above-siyled cawse, sesks am order authorising
formtim of & Ji0-asre wmorthedox gas proretion wait as an exvepiien
parvusat 4o provisions of Rule 7{a) of Owder R-372-A aad oomsisting of
|/4 Wi/4, WR/4 /4, and 8/3 M/4 of Secticn 25, Towmehip 22 South,
Range 37 Bast, MMPYM, Jea County, Rew Mexico, in the Slinebry Gas Pool.

CASE 7421

In the miter of %he @ plication of R, Qlsem
Ol) Compmy for worthedox gas promation wmit.

Applicant, in the adove-siyled sauss, eesks an order euthorising
formation of a - wnorthedex gas presation Wit as am exvepiion
y o I of Ruls 7(a) of Owder R-I73-4 and ocomsistiag of
B/2 W74, NN/4 Wi/& and Wi/4 Bifs of Section 25, Towmehip 22 South, Range 37
Rast, RO, lea Comnty, New Mexico, in the Blinebry Ges Pool.

OIVEN wdar the seal of the 01l Conservation Commission of New Nexico
lthﬂﬁl?.. lﬂ“m.mu‘wo‘m, 19%4.

STATE (¥ NEN MEXICO
OIL CONSERVATION COMMISSION

R. R. Spurrier,
Secretary

SEAL



